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Jumbo SelecQM

Unless otherwise addressedirese Jumbo Select Qididelines, the more restrictive of the FNMA Selling
Guide or Appendix Q must be followedl loans must meeQM Safe Harbor requirements.

Available Products
1 Fixed Rate: 3@5, 20,15, 10year
1 ARM: 5/1 LIBOR, 7/1 LIBOR, 10/1 LIBOR (ARMSs 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

= =4 -4 -4

Eligible Property Types
1 Single Family Residences (includes condos and PUDS)
1 2-4 Unit progerties

Occupancy
1 Primary Residences for2lunits
1 Second Homes
0 adzad oS t20FGSR I NBlLaz2ylrotS RAadGlIyOS FNRY 0
0 Must be occupied by the borrower for some portion of the year
0 Must be suitable for yearound use
0 Must not besubject 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
1 Investment properties for - units
o Gift funds and business funds are ineligible souroédunds for reserves, cash to close, or
downpayment
o ¢NIFyalOtA2ya Ydzad o6S FN¥Qa Sy3aidk

Maximum DTI
T noz F2NI [ ¢+a X yE:
1 36% for LTVs 801%- 85%

Back to Top
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LTV/CLTV/HCLTV
Primary Residence | Purchase and Rate/Term Refinance
Transaction Type Units FICO LT\xgi(_l'lr'n\/ijCLTV Maximum Loan Amount
760 85% $1,000,000
720 80% $1,500,000
Purchaseand 1 720 75% $2,000,000
Rate/Term 720 70% $2,500,008
Refinances 700 70% $1,000,000
5 700 65% $1,000,000
720 60% $1,500,000
Primary Residence | Cash Out Refinahce
Transaction Type Units FICO LT\xgi(_l'lr'n\/u/mCLTV Maﬁr;lérlzwnlt_oan Maximum Cash Out
720 70% $1,000,000 $250,000
Cash Out 700 65% $1,000,000 $250,000
Refinance 1 720 65% $1,500,000 $500,000
720 60% $2,000,000 $500,000
720 50% $2,500,008 $750,000
Second Home | Purchase and Rate/Term Refinance
Transaction Type Units FICO LT\ng_I_R/U/mCLTV Maximum Loan Amount
Purchase 1 720 80% $1,000,000
0 ] y
Fé"’:feir/] ;‘222 1 720 65% $2,000,000
50% $2,500,00¢
Fixed Rate Only (20, 25, 30 year)
Second Home | Cash Out Refinafice
. . Maximum Maximum Loan .
Transaction Type Units FICO LTV/CLTV/HCLTV Amount Maximum Cash Out
Cash Out 60% $1,000,000 $250,000
Refinance 1 740 55% $1,500,000 $500,000
50% $2,000,000 $750,000
Fixed Rate Only (20, 25, 30 year)
Investment | Purchase and Rate/Term RefinandeCash Out Refinande
Transaction Type Units FICO LT\%ST_T\;ECLTV 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 ou$250,000)

Back to Top
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IFirstTime Homebuyers are subject to a maximum loan amount of $1,000,000. Loan amounts up to $1,500,000 allowed in , GAitand NJ
carry a maximum 80% LTV/CLTV/HCLS&k Eligible Borrower section $pecific 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%

= =& —& —a —a _a 2

MI not required

Secondary financing not allowed

Maximum DTB6%

Norrpermanent resident aliens not allowed

Gift funds not allowed

Agency High Balance loan amounts are ineligible

Escrow account requirddr loans > 80% LTV unless prohibited by applicable law

4Second Home purchases with LTV/CLTV/HCLTVs betwet¥ 2hi@ 80% are limited to 20, 25, 30 year fixed rate

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

1

20, 25, 30 year fixed rate only

6The following requirements applgrfinvestment property purchasete/term refis, and cash out refis

= =4 —4 —a —a _a 2

Florida condos limited to 50% LTV/CLTV/HCLTV

Gift funds not allowed

¢NFyal Odaz2y Ydzad 68 I NyQa fSy3aik

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 providedRe8ts Incomen the Income/Employment section for
further details.

"Texas50(a)(6) refinances only allowed on 20, 25, and 30 year fatedoroducts. Se€exass0(a)(6)section for further detail.

1
1
1

NOTES:

Minimum loan amount 453,101(1 unit) or $1 over conforming loan limit-42units)

Loan amounts between conforming loan limits and Agency High Balance are eligible except onthohysvjreater than 80%
Exceptions may be granted on a cdsecase basis for loans with terms or characteristics that are outsideeodumbo loan
guidelines. Approval of the exception must be grantethbyinvestorprior to closing

ARM Specifis

Interest Rate Adjustment Caps

il
il
1

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

03.26.2018
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Change Dates

f 5/1: The first change date is the B(payment due date. Subsequent change dates are every 12
months thereafter

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

1 10/1: The first change datis the 120" 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 clos
assumptions.

Documentation Requirements

Full doc. Manual underwriting requirements apply, regardless of AUS documentation waivers. Howeve
DU findings are required on all Jumbo loans. The recommendation may be Approve/lneligible, with th
only reason for ineligibitly being the loan size.

If the 1003, title commitment, or credit documents indicate the borrower is a party to a lawsuit, additional
R20dzyYSy il GA2y Ydzad o06S 200GFAYySR (2 RSUSNXAYS y2
repay, assets, or dateral.

Back to Top

(Remainder of page intentionally left blank)
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Borrowers

Eligible
1 US Citizens
1 Permanent Resident Aliem@th evidence of lawful residency
0 Must be employed in the United States for the past 24 months
1 NonPermanent Resident Aliengith evidence of lawful residency are eligibdath the following
restrictions
o Primary residence only
Maximum LTV/CLTV/HCLTV 75%
20, 25, 30 year fixed rate only
No otherfinanced properties in the US
UnexpiredH1B, H2B, EL1, and G Series visas only. G Series visas must have no diplomati
immunity.
o Credit tradeline requirements must be met, no exceptions.
o Borrower must have a current 24 month employment history in the US
1 First Time Homebuyers
o Defined as a borrower who ha®t 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
0 Maximum loan amount $1,000,000
o For transactions located in CA and &ldnaximum loan amount of $1,500,000 is allowed if the
following requirements are met:
A 720 minimum FICO score
No gift funds allowed
Primary residence only
Reserve requirements for FTHBs are met
Maximum 80% LTV/CLTV/HCLTV

(0]
(0]
(0]
(0]

> > > > >

Documentation of Lawful Residency

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

1 A valid and current Permanent Resident Alien card (fet®ll), also known as a Green Card

q ! LI &aa L2 NI adl YLISH, TénpdkRnO S/ien& Rof |#uNadnhission for
permanent resi®y O S ® +fAR dzy GAf QYYYYPeé o 9YLX 28 YS
has been approved for, but not issued, a Permanent Resident Alien card.

For a NorPermanent Resident Aliewerification of a valid and eligible visa that allows the Non

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

1 Foreign Nationals

1 Non-occupant coborrowers

1 Borrowers with diplomatic status

i Life Estates

1 NonRevocable Trusts

1 Guardianships

1 LLCs, corporations, or partnerships

1 Land Trusts, including lllinois Land Trusts

1 Borrowers with any ownership in a business that is federally illegal, regardless if the ircowte
being used to qualify

Multiple Properties Financed/Owned

The borrower(s) may own a total of four (4) financeé4 wnit residential properties, including the subject

property, and regardless of occupanafythe subject property All financedl-4 unit residentialproperties

NEBljdzZANB +y T RRAGAZ2YLFET &AE 06 c punlass tfdiekchisibnstbelawlapply:NS 3

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

1 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&xes, insurance, HOA dues, lease
payments, or other propertyelated expenses must be provided.

NOTE: Financed properties held in the name of an LLC or other corporation can be excluded fi
calculation of number of properties financed only in cases where the borrower is not personally oQ
for the mortgage.

Rate/Term Refinance Restrictions
1 The new loan amount is limited to pay off the current first lien mortgage, any seasonefirsiolien
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 HE
that hasbeen in place for twelve (12) months and total draws do not exceed $2,000 in the most
recent twelve (12) months.

0 A seasoned nofirst lien mortgage is a purchase money mortgage or a mortgage that has been in
place for twelve (12) months.

o0 A seasoned eqty 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.

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

1 Properties inheriteddss than twelve (12) months prior to application date can be considered for a

Rate and Term refinance transaction if the following requirements are met:

0 Must have clear title or copy of probate evidencing borrower was awarded the property.

o0 A copy of thewill or probate document must be provided, along with the bt agreement
signed by all beneficiaries.

0 Borrower retains sole ownership of the property after the pay out of the other beneficiaries.

0 Cash back to borrowerat to exceed 1% of loan amount

o Transactions imMexassubject to Section 50(f)(2) ameeligible

03.26.2018 17
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Cash Out Refinance Restrictions
1 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 Pweli@nancing
1 Maximum caskout limitations include the payoff of any unsecured debt, unseasoned liens and any
cash in hand
1 Inherited properties may not be refinanced as a cash out refinance prior to 12 months owné&skip.
RatédTerm Refinancefor requirements
1 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 fuset$ to purchase the
property, the following guidelines apply:
o Cash out limitation is waived if previous transaction was a purchase
0 Seasoning requirement for cash out is waived (borrower does not have to own for 6 months prior
to subject transaction)
0 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 exce
payoff of loans, excess cash must meet cash out limitations
0 ¢KS LJzNODKIasS Ydzad KIFEgS 06SSy FNyQa fSy3adak
0 Investment properties are ineligible

Texasb0(a)(6) Refinances

In addition to standard guidelines, loans originated in the Stat€eofasmay be subjectd additional
requirements and restrictions due to the provisions of Section 50(a)(6) ofelkasConstitution Texas
Equity Loan). All castut loans and certain Rate and Term refinance transactions, involving the
0 2NNE 6 SNDa LINA Y NE e sugect3oithiese Isgecial ddGRileifeNts. MiMutdalNdllows
Fannie Mae requirements related to Section 50(a)(6) loans. Failure to follow these requirements wil
result in the loan being ineligible.

If the existing loan is not dexasHome Equity loan, funddom 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 pagdf 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.

= =4 4 -4 2

Back to Top
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Under certaincircumstances, a refinance of an existirexasHome Equity loan may be considered as a

standard refinance transaction. The following requirements must be met:

1 Atleast one year has elapsed since TlexasHome Equity loan was closed

1 There can be no advaa of new money (except closing costs)

T ¢KS yS6 LINAYOALI Tt t2Fy ottlyOS YIe y2iG SEOS!
of the refinance

1 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 ndrexasHome Equity loan

f ¢KS O02NNRSSNDBPav YR 02NNRPggSNDRa alLkrdzasS o6AF
acknowledging that the above four requirements have been met

Eligible Product Types
20, 25 and 3@ear fixed rate only

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

Eligible Property Types

Singledzy A G LINA Y OA LI £ NBaARSY O8nededdiuhdeYexasi&wRElidibie | |
property types are limited to an attached or detached dwellingné in a PUD project, or a unit in

a condominium project. Owner occupied primarngsidences only.Documented proof of
Homestead Designation is required-4 unit properties not allowed.

Non-Borrowing Spouse

The owner of the homestead and their spouse must consent to the extensicredit by executing
the Deed of Trust. A neborrowing spouse, regardless of theawnership interest in the
homestead propgy, has the right to cancel.

Property Valuation

To determine current valueMiMutual must obtain a new full appraisal on either E@niform
Residential Appraisal Report, or Individual Condominium Unit Applaegadrt. The appraisal for
the property andthe acknowledgment of fair market value must riatlude any property other
than the homestead.

The survey (or other acceptable evidence) must demonstrate that:

w Homestead property and any adjacent land are separate parcels, and

w Homestead property is separately platted and subdivided lot for which finigress and egress
is available.

Back to Top
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Additional Requirements for Texas Equity Loans

1 Fees and charges to make the loan may not exceed 2% of the loan anihefollowirg fees

and charges can be excluded from the testing:

0 Bona Fide Discounts to lower the rate selected

0 Appraisal Fee

0 Survey Fee

o [ SYRSND&a ¢AGftS t2ftA0e

CKS 02NNRBgSNRa FTANRG LI @YSyd Ydzicosing.S RdzS y

MiMutual must provide tke title company with a detailed closing instructitaiter and require

acknowledgement of its receipt.

1 If this loan is being used to pay off a previdues<asEquity Loan, the loan mayot close before
twelve (12) months have passed from the closing dathefTexasEquity Loan being paid off.

1 If the new loan is &exasEquity Loan originated to cure a failure in the origimartgage to
comply with Section 50(a)(6), then tAexadaw requirement thatat least twelve (12) months
have passed since any preus TexasHome Equityoan secured by a homestead property was
closed does not apply.

1 The loan may not close before twelve (12) days after the loan applicatiortakas by the
f SYRSNJ 2NJ 6 KS 02 NNE SN NESENIGNS Of GREDIMBEBY L /
SECTION 50(a)(6), ARTICLETEXAS hb{ ¢L ¢! ¢Lhbé¢ RAA&AOf 2adaNBX
may notOf 2 3SX ¢gAGK2dzi GKS 02NNRgSNRA O2 ywhicy i
the borrower receives a copy of the loan application, if not presly provided, and a final
itemized disclosure of the actual fees, points, interesists and charges that will be charged at
closing.

1 The loan may only close at the officeMiMutual, title company or an attornegt law.

1 Power of Attorney may not besed on alexasEquity Loan.

1 Use FNMA approvetlexasquity legal documents (Note, Deed, Riders, etc.).

= =

Gontinuity 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 fbetnew refinance to be eligible:
1 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:
o0 Has been making the mortgage paymerincluding any secondary financing) for the most
recent twelve (12) months, or
o0 Isrelated to the borrower on the mortgage being refinanced.
1 The borrower on the new refinance transaction was added to title twdaty (24) months or
more prior to the dsbursement date of the new refinance transaction.
1 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.
1 The borrower on the new refinance trang@an has been added to title through a transfer from a
trust, LLC or partnership. The followireguirements apply:
o0 Borrower must have been a beneficiary/creator (trust) or 25% or more owner of the LLC or
partnership prior to the transfer.
o The transfering 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 continui
obligation requirement.

03.26.2018 20
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Delayed Purchase Refinances

Delayed Purchase Refinancing is allowed with the following requirements:

l

)l
T
T

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

HUD1/CD from purchase reflecting no financing obtained for the purchase of the property.

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

Fundsused to purchase the property are fully documented and sourced and must be the

02NNRBGSNRa 2¢y Gdagissfuadg)2 IATFE Fdzy Ra

Funds drawn from a HELOC on another property owned by the borrower, funds borrowed against

margin account, or fundgdm 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 ne\
refinance transaction

LTV/CLTV/HCLTYV for Rate aedm refinances must be met. The loan is trebds a Rate and Term

refinance except for primary residence transaction¥ @xas

Investment properties are allowed as long as borrower is not a builder or in the construction

industry and prior transactiog & | N Qa f Sy 3d Ko

LTV/CLTV/HCLTV Calculation

1 If subject property is owned more than twelve (12) months, the LTV/CLTV/HCLTV is based on tt
current appraised value. The twelve (12) month time frame is defined as prior Note date to subjec
Note date.

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

NOTE: Released subordinate liens must be paid off and closed to exclude them from CLTV
calculation

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

03.26.2018
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Construction to Permanent Refinance Restrictions

The conversion of construction to permanent financingoives the granting of a loAgrm 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 th

construction loan. The home must have been completed per plans and specs.

1 LTV/CLTV/HCLTV is determined based on the length of time the borhawerwred 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/ICLTV/HCLTV.

o For lots owned less than twelM@d2) 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).

1 A Certificate of Occupancy from the applicable goweent 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! N¥Qa [Sy3aidK ¢NYyalOuAazya

Anonl NYQa fSy3aGK GNIyal Od A 2 ynsHipyor biisiibss dffijfation Keiwdeh thé K
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 HolNly Qa f Sy 34 K @

Nortk NY¥Qa fSy3iGK GNIyalOGAz2ya FNB y20 StA3IA0E ST ¢
1 Family sales or transfers
o Must have independent, third party validation of income (with teanscripts), 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'Closing Disclosure (as applicable)
0 Must provide a 12 month mortga&ghistory on existing mortgage securing subject property
confirming the family sale is not a foreclosure bailout
1 Property sellers are representing themselves as agent in real estate transaction
o For sale by owner transaction must meet arlesgth eligibiliy criteria
wSEtIFOGAGS 2F (GKS LINPLISNIe aStftSNIFOUGAYy3I | a (K
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
wStFIAGS 2F GKS 02NNBgSNI FOlAy3a a (GKS 02 NNP
The borrower is the employee of the originating lender and the lender has an established employet
loan program
o0 Must have independent, third party validation of incenfwith tax transcripts), assets, credit,
and property value
(continued on next page)

= =

= =
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Originator is related to the borrower

Renter buying from landlord

0 24 months cancelled checks will be required to documersaasfactory (0x30) pay history.
Written Verification of Rent is not acceptable

NOTELY @SadYSyid LINRPLISNIeE& GNXyalOGA2ya Ydzaid o6S

Gifts from relatives that are interested parties to the transaction are not allowed. Real estate agents ma
apply their commission towards closing costs and/or prepaids as long as the amounts are within th
interested party contribution limits.

Secondary / Subordinate Financing

For each mortgage loan subject to a subordinate lien, to accurately calculatWWELTV/HCLTYV ratio for
eligibility requirement purposes, MiMutual must determine the maximum credit line for all HELOCs, if
applicable, and the unpaid principal balance for all clesed subordinate financing. If any subordinate
financing is not showmn a credit report, MiMutual must diligently determine if any other subordinate
financing liens exist and provide documentation from the borrower or creditor.

1
1
1

= =4

03.26.2018

Institutional Financing only. Seller subordinate financing not allowed.

Subordinate liens must beecorded 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

ddzo 2NRAYIFGS FAYIFYOAY3A Ydzald 0SS Ay OdoduboBRratiby § K

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 paymentthat 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 repaymén 2 F GKS RSol0 AF GKS 02 NNEJ
the maturity date.

o Financing may be structured in any of the following ways:

A Fully amortizing level monthly payments

Deferred payments for some period before changing to fully amortizing payments

Deferred payments over the entire term.

Forgiveness of debt over time

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 subtedinancing.

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, mortgagdender, 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, ar
may never be applied to any portion of the down payment or coniiidhR (2 GKS 062 NNEP
reserve requirements.

Maximum IPCs are as follows:

LTV/CLTV/HCLTV Limit and Transaction Type Percent Limit
Primary residences with LTVs > 80% 3%
t NAYI NE NBSaARSyOSa FyR 6%
80%
InvestmentProperties (regardless of LTV) 2%

NOTE:Sales concessions include vacations, furniture, automobiles, securities, or other giveaway i

Escrow Accounts
Escrow waivers are available, but will contain a Hearel pricing adjustment

Adverse Credit

1 Bankruptcy, Chapter 7, 11, £3even years since discharge/dismissal date
1 Foreclosure; seven years since completion date
1
1

Short Sale/Deedth-Lieug seven years since completion/sale date
Mortgage accounts that were settled fdess, negotiated or short payoff seven years since
settlement date

1 Loan Modification

o0 Lenderinitiated modification will not be considered a derogatory credit event if the modification
did not include debt forgiveness and was not due to hardship aseesuetl 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 Cdections¢ allowed to remain outstanding as long as the balance is less than $10,000 in

aggregate

= =4
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Exceptions for Adverse Credit

Exceptions for credit events between 4 and 7 years will be considered on dyaasebasis with

extenuating circumstancesubject to the following:

f Extenuating circumstances are defined as #B OdzNNA Yy 3 S@Syia o0Se2yR
resulting in a sudden, significant, and prolonged reduction in income or catastrophic increase ir
financial obligations
o Examples would include death or major illness of a spouse or child, but would not include

divorce or job loss

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

1 If the defaulted debt was assigned to anspouse and the default occurred after the borrower
was relieved of the obligation, the event snhe considered on an exception basis

Outstanding JudgmenfsTax Lien&hargeOffs/PastDue Accounts

Tax liensjudgmentschargeoffs and pastdue accounts must be satisfied or brought current prior to or at
closing. Casbut proceeds from the subjectdnsaction may not be used to satisfy judgments, tax liens,
chargeoffs, or pastdue 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 2émths, and rental payment history requires 0x30 in the
past 12 months NO EXCEPTIONS. This applies to all borrowers on the loan. Borrowers who currently li
rent-free (with family or other), or can only provide a VOR from a private individual ardigifiie

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 mortgageapplication. In these instances the borrower must explain the reason for the credit inquiry.

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

1 Confirmation of no nevdebt may be in the form of a new credit report, pciose 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.

GCNRT Syé¢ / NBRAG wSL}R2NIa )
Credit reports vk 0 K 06 dzZNB I+ dza ARSYUAFTFASR Fa aGaFNRI Syé¢é | NX
report with all bureaus unfrozen is required.

Back to Top
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Tradeline Requirements
1 Minimum three (3) tradelines are required. The followneguirements apply:
o0 One (1) tradeline must be open for twentyur (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

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

Each borrower contributing income for qualifying must mée¢ 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. Nor
traditional credit is not Howed 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.
1 The representative score for each borrower is the middle of the three scorie dower of the
two scores reporting on the credit report
1 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 a@my 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 loansyhether deferred, in forbearance, on repaymenta monthly payment must be
AyOf dZRSR Ay (KS 02NNRgSNNRE Y2yaKtie RSod 2o0f A3
1 If a monthly payment is provided on the credit report, the amount indicated for the monthly
payment may be used for qualifying
1 If the credit report does not provida 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 incomedriven plan
1 For deferred loans or loans farbearance:
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

Depature Residence Pending Sale
y 2NRSNJ (2 SEOftdzRS GKS LI &yYSyid F2NJ I 02NNRsSH
after the subject transaction, the following requirements must be met:
1 A copy of an executed sales contract for the propgwgnding sale and confirmation all
contingencies have been cleared/satisfied.
1 The closing date for the departure residence must be within 30 days of the subject transactior
note date.
1 6 months liquid reserves must be verified for the PITIA of the deparasidence.
f ¢KS GNIXyal OtAazy 2y (GKS RSLI NIldzZNBE NBAARSyOS

Departure Residence Subject to Guaranteed Buy with Corporation Relocation
N2NRSNJ (2 SEOfdzRS GKS LI e&YSyd F2NI I 02NNRsS
Relocation the following requirements must be met:

1 Copy of the executed buyut agreement verifying the borrower has no additional financial
responsibility towardthe departing residence once the property has been transferred to the
3rd party.

1 Guaranteed bwout by the 3rd party must occur within 4 months of the fully executed
guaranteed buyout agreement.

1 Evidence of receipt of equity advance if funds will be usedlown payment or closing costs.

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

T ¢KS (NI yalOiAaAz2y 2y GKS RSLI NIldz2NE NBaARSyOS

CoSigned Loans

The monthly payment on a esigned loan may be excluded from thelDfTevidence of timely payments
made by the primary obligor (other than the borrower) is provided the most recent 12 monthand
there are no late payments reporting on the account.

Court Order
If the obligation to make payments on a debt has beeriganesl to another person by court order, the
payment may be excluded from the DTI if the following documents are provided.
1 Copy of court order.
1 For mortgage debt, a copy of the document transferring ownership of property.
1 If transfer of ownership has not kan place, any late payments associated with the repayment of
the debt owing on the mortgage property should be taken into account when reviewing the
02NNB gSNRE& ONBRAG LINPFTAL SO

Assumption with No Release of Liability
The debt on a previous mortgage may éecluded from DTI with evidence the borrower no longer owns
the property. The following requirements apply:
1 Payment history showing the mortgage on the assumed property has been current during the
previous twelve (12) months or
1 The value on the propertyas established by an appraisal or sales price on the-HGD results in
an LTV of 75% or less.

Back to Top
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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 Ta
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, ¢Ds,reitrequire a payment

G2 0SS AyOftdzZRSR Ay GKS 5¢L a f2y3a Fa R20dzyYSydil
O2t t FGSNXYf F2NJ GKS t2Fyd LyGSNBadG LIeyvySyidaa 2y
eligible forexclus 2y FNRBY (GKS 02NNRgSNRA dG20Ft fAFOAT AGAS

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 thres. y@areach income source
used to qualify the borrower, MiMutual must determine that both the source and the amount of the income
are stable. A tweyear history of receiving income is required in order for the income to be considered stable
and used for qalifying. When the borrower has less than a tyear 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 vare torrower 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 i
used to qualify:
1 A minimum of 2 years employment @fmcome history:
o Any gaps in employment in excess of 30 days during the past 2 years require a satisfactory letter
explanation and the borrower must be employed with their current employer for a minimum of six
(6) months to include as qualifying inconi@ocumentation must be provided to show a previous
work history with prior W2s confirming similar income.
A Extended gaps of employment (6 months or greater) require a documented two year work
history prior to the absence
A Exceptions may be considered orcaseby-case basis when the borrower is on the job less
than 6 months, and the gap is less than 6 months
0 C2NJ I 02NNBGSNJ gK2 KIFa fSaa GKFEYy | w &Sk N S
may be qualifying income if it can be documented tHat borrower was either attending school or
in a training program immediately prior to their current employment history. School transcripts
must be provided to document.
1 For borrowers of retirement age using asset distributions for income Rgement Incomesection
for further requirements.
1 Income may not be used for qualification if it comes from any source that cannot be verified, is not
stable, or will not continue.

Back to Top
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Verification of Employment Requirements
Therequirements below apply when income is positive and included in qualifying income:

1 Verbal Verification of Employment (VVOE) must be performed no more than ten (10) business day
prior to the Note date. The VVG@Bould 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
0
0
+

Name, phone number, and title of contact person at employ
Independent source used to obtain employer phone number

T tSNATFAOIGAZY 27F (KS -efpognierdt S1ysCh8 vedfigd thioRididd Ehied PR a
source and no more than 30 calendar days prior to the Note date.
o Third party verification can bedm a CPA, regulatory agency or applicable licensing bureau. A

02NNRBGSNDa ¢So0aAidsS Aa y20 Iy FFO0OOSLIlFroefS GK

o [AdAGAYy3a YR IRRNB&aa 2F (GUKS 02NNRGSNIDa& o0dzaa
o Date of ownership of the company
o Name and title of person completing the verificatiand date of verification

T 2NAGGSY +=SNRAFAOIFIGAZ2Y 2F 9YLIX22dYSyid YIeé& o685

commissions, overtime and other income when the income detail is not clearly documented on W2
forms or paystubs. Written VOEs cannot be usea asle 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 numbef 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 pesonnel department, and it must be returned directly to the lender

= =4 -4 4 A

2106 Expenses

Unreimbursed Employee Business Expenses reflected on the Form 2106 and/or Schedule A of the perso
federal tax returns or tax transcripts must be deducted from incom& 3 NRf Saa 2F GKS
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 lest 3 years, and documentation the borrower has been receiving full,
regular, and timely payments for the past 12 montis. ¥ G KA & Ay O02YS A& (GKS 0
source and there is a defined expiration date (even beyond 3 years), the income map@aacceptable

for qualifying. Two years tax transcripts are required to support.

Back to Top
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Tax Returns

1 All tax returns, whether personal or business returns, must be executed by borrower(s) on or before
the closing dateregardless of whether 4506T results were obtained

1 In all cases where setimployed 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 sigt
by the borrover (and preparer, if applicable) on or before the Note date, and may not be dated after

90 days from the date of the Note.

1 Tax transcripts must be provided to support tax returns.

0 Tax transcripts for personal tax returns for two years are required whemetaxns are used to
document the borrower's income or loss, and must match the documentation in the loan file.

0 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 imge source or loss. The following W2 type earnings
will require tax transcripts:

A Borrower with commissiofbased income that is greater than 25% of borrower's total pay

A Borrower with 2106 expenses (unreimbursed business expenses)

A Borrower employed by family

A Borrower with ownership in a company
1 A 4506T must besigned and completetbr 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 extemion 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 I
response to the request must reflect "No Record Found”. In these cases, aivmaldirior year's tax
transcripts should be obtained and provided, along with a signed copy of the unverifiable returns
6aidl YLISR a NBOSAGSR FYyR aA3dySR o0& GKS 02NNERJg
received that matches the amountd adlF 6 SR 2y (GKS NBGdzNYya& | yR RS
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 besgiahdatigh a
tax transcript may only be considered for qualifying on a ¢gsease basis
 If the IRS rejects a 45@6 NXBIljdzSad FyR (GKS NBlFazy F2NJ G6KS N

GIAYAGEFGA2Y eSS GKS F2f{t20AyRAf ORYRIIARY 20 YNARE S 6|

o/ 2Lk 2F (GKS Lw{ NB2SOlA2y gAGK I O2RS 27F a!y

o Record of Account for 2 years obtained by the borrower from the IRS. Adjusted Gross Income ar
Taxable Income on the Record of Account shodldimnOK (G KS 02 NNRgSNDa& wmnan

OR

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

1 When using tax returns to verify income, and loan closing is between the tax filing date and the
extension expiration date (typically October5the borrower must provide:

Copy of the filed extension

W2 forms

1099s when applicable

Current year Profit & Loss Statement, executed by the borrower

YearEnd Profit & Loss Statement for prior year, executed by the borrower

Balance Sheet for prior lendar year (all seémployment types)

Evidence of payment of any tax liability identified on the federal tax extension form

= =4

O OO0 O0OO0OO0o0OO0o

NOTE:The total tax liability reported on IRS Form 4868 must be reviewed by the underwrite
O02YLI NBR (2 GKS 02NNR¢SNRa GFE tAlFoAtAlGeE 7
stability and continuance. An estimated tax liability that isomgistent with the previous years mg
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 ty
years must be explaeéd and documented.
1 W2 forms or personal tax returns, including all schedules, for prior two years
1 Yearto-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 (mustuthoent at least 30 days of
income)
1 W2 transcripts or tax transcripts
1 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 averag
over a minimum two year period. Declining income must be explained by the employer/borrower and a
written determination by the underwriter will be preparetideclining income is used for qualifying.

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

1 Yearto-date paystub up through and including the most current pay period at the time of

application. Must document at least 3ys of income.
1 W2 transcripts or tax transcripts

Part Time Income
Borrower must have worked the patiime job uninterrupted for the past two years, and plans to continue.
If the parttime income shows a continual decline, written sound rationalizatianufsing the income to
qualify will be prepared by the underwriter, or income may not be used.
1 W-2 forms for prior two years.
1 Yearto-date pay up through and including the most current pay period at the time of application
1 W2 transcripts or tax transcrip

Commission
Commission income must be averaged over the previous two years. If the commission income shows
continual decline, written sound rationalization for using the income to qualify must be provided, or
income will not be used.
1 W2 forms forprior two years if commissions are less than 25% of the total income
1 Tax returns, including all schedules, and W2 form from the previous two years if commissiaqs are
25% of the total income
Unreimbursed Business Expenses (Form 2106) must be subtragtednicome
Yearto-date paystub up through and including the most current pay period at the time of
application. Must document at least 30 days of income.
1 Written VOE covering two full years with employer confirmation of commission income. Income
cannot beused if VOE reflects the income is likely to cease.
1 W2 transcripts or tax transcripts

il
1

Back to Top
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Overtime and Bonus
An earnings trend for bonus and overtime must be established and documented. A period of more that
two years nust 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, oome should not be used

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

1 Yearto-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.

)l
T

SeltEmployed Income Sources

Seltemployed borrowers are defined as those individuals who have 25% or greater ownership interest o
receive a 1099 statement to document income. Borrowers who are employed by a family member ar
considered to be sekmployed, regardless of the percemge of ownership, and sedimployed
documentation is required. Potential ownership by the borrower must be addressed.

Yearto-date is defined as the period ending as of the most recent tax return through the most recent
guarter ending one month prior tthe 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 YTI
documentation through Q1 or through March 31, 2015. Note date of 8/14/2015 would mregdiD
documentation covering Q1 and Q2 or through June 30, 2015.

All selfemployed 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,
or 3on the K1 that is greater than distributions indicated on the K1. If a liquidity analysis is required an
the borrower is using business funds for downpayment or closing costs, the liquidity analysis mus

consider the reduction of those assets.

Back to Top
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Sole Proprietorship

l

l

1
1

t

= =
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YTD through current quarter P&L and Balance Sheet

0 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 mayadneed if the borrower is a 1098aid borrower who

does not actually own a business if all of the following requirements are met:

A Schedule C in Block 28 (Total Expenses) must be analyzed in relation to income in Block
(Gross Income). Expenses are léss1t5% of income.

A Analysis of Blocks 8 (Advertising), 11 (Contract Labor), 16a (Mortgage Interest), 2
(Rent/Lease), and 26 (Wages) must indicate the borrower does not have any expenses i
these categories

A Analysis of Blocks 17 (Legal and Professionaic®sjvand Block 18 (Office Expense) indicate
nominal or $0 expense

A Block C (Business Name) does not have a separate business name entity

A YTD income in the form of a written VOE or pay history is provided by the employer payinc
the 1099. YTD income must 42 NI LINA2NJ @ S| NRa AyO02YSo

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

See Tax Returns for additional requirements regarding unfiled prior year returns

Stable to increasing income should be maged for 2 years

NIYSNBRKALA O6DSYSNIftX [AYAGSRO k [AYAUGSR [Al
YTD through current quarter P&L and Balance Sheet, signed and dated by the borrower (an
preparer, if other than the borrowgr Gnnot be otler than 90 days from the Note date.

Personal tax returns, including akthedules, for prior two years, with two years tax transcripts to
support

K-1s from prior two years, showing ownership percentage.skare not required if the source is
reporting pogstive income and the income is not used for qualification.-iiskshow a loss, they are
required, regardless if they are used for qualifying purposes. If using capital gains, interest/dividen
or W2 income from this saue is used, Hs are required as Weas 3 years tax transcripts to
support

Business tax returns (1065/1120S/1120), including all schedules, for the prior two years are
NBIljdZA NBR AT GKS 02NNRGSNI KIHa +y 2ySNAKAL L
positive income via a-K, and the income is not used for qualification purposes. If tHeskshow a
loss, then the applicable corporate returns are needed regardless if they are used for qualificatior
purposes.

All returns provided must confirm 12 months sethployed income for &h year
SeeTax Return$or additional requirements regarding unfiled prior year returns

Back to Top
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Rental Income Sources

All
1

Properties[Except Departing Primary Residence)

Lease agreements must be providedeiital income is used for qualifying purposes

o Current lease for each rental property, including commercial properties listed in Part | of
Schedule E of the 1040s. Rent rolls are not allowed

o If the current lease amounts 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
consideredor rental income/loss

Personal Tax ReturgsTwo years

o For properties listed on Schedule E, rental income should be calculated using net rental incom
+ depreciation + interest + taxes + insurance + HOA divided by applicable months minus PITIA

o Ifrentaly O2YS Aa y20 | @LIAfroftS 2y (GUKS 02NNRgS|
calculated using gross rents x 75% minus PITIA

o0 Two years tax transcripts

0 SeeTax Return$or additional requirements regarding unfiled pricear returns

bSi NByidlf AyO02YS YI& 6S FRRSR (G2 (GKS 02NNE¢

FRRSR (2 (KS 02NNRBgSNRa (2d4Ff Yz2yukKfte 206t A3l

LF GKS &dzo2SO0 LINPLISNI& A& (GKS 02NNRggSNIa LI

with an accessory unit) and generating rental income, the full PITIA should be included in the

02NNRGgSNRa G2aFft Y2y dKfte 20fA3FdA2Ya

For loans with LTVs > 85%, i 1 KS adzo2SO00 LINRPLISNI& Aa GdKS o

units, rental income maye 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:

03.26.2018

1 Borrower must have documented equity in departure residence of 25%.
1 Documented equity mayéevidenced by:
0 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.

1 Copy of current lease agreement.
| Copy of security deposit and evidence of deposiditd NNB ¢ SNRa | 002 dzy i &
Back to Top
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Retirement Income Sources

Pension Annuity, 401(k), IRA Distributions
1 Existing distribution of assets from an IRA, 401(k) or similar retirement asset must be sufficient tc
continue for a minimunof three (3) years.
o Distribution must have been set up at least six (6) months pridtdte dateif 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.
1 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 letts.
o Copies of federal income tax returns (signed and dated on or before the closingndetdax
transcripts to support
0 Most recent IRS V¥ 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 lette
(sometimes called G LINB2F 2F AyO02YS €t SOGGSNEZ do0dzRISH
f SGAGSNEV YR 2yS Y2yiK olyl adldSySyid SOARSyO
full three years of the loan, the income source may not be useghaiifying.

Other Income Sources

Alimony, Separate Maintenance, and Child Support Income

1 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
f SIHad GKNBS o000 &SINED® LT (reSoulkce ad@tNese iska dlefineK S
expiration date (even if beyond 3 years), the income may not be acceptable for qualifying
purposes.

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

1 SeeNonTaxable Incoméor child support income treatment.

Disability Incomeg Long Term

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

1 Termination date may not be within 3 years of Note date. Reaching a specific age may trigger
termination date depending on the policy.

Back to Top
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Dividend/Interest
Interest and Dividend income may be used as long as documentation supportsyeavdistory of
receipt.
1 Complete signed and dated individual federal tax returns for the prior two ywahs2 years
tax transcripts
1 Proof ofsufficient 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:
1 The income has been received for 2 years as identified on the paystubs, W2s, and tax return:
and
1 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 dhleulate
income, with the continuance based on the vesting schedule using a stock price based on the 52 wee
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 thect 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 stoc
options cannot be used for reserves if using for income to qualify.

Note Income
1 A copy of the Note must document the amount, frequency and duration of patgnen
1 Regular receipt of note income for the past 12 months must be documented, and evidence of note
income must be reflected on tax returns.
1 Verification that income is expected to continue for a minimum of three (3) years
1 Tax transcripts to support taxturns
Trust Income
Income from trusts may be used if guaranteed and regular payments will continue for at least 3 years.
1 Complete signed and dated individual federal income tax returns for the most recent two years
1 Raular receipt of trust income for the past 12 months must be documented.
1 Two months asset statements for the source of the trust income
1 A complete copy of the Trust Agreement or Trustee Statement showing:
o Total amount of borrowedesignated trust funds
Terms of payment
Duration of trust
Evidence the trust is irrevocable
The trust meets all secondary and state requirements
If trust fund assets are being used for downpayment or closing costs, the loan file must
contain adequate documentation to indicate theithdrawal of the assets will not
negatively affect income

o OO0 Oo0Oo

NOTE: If borrowers are using trust funds as an eligible asset, then trust income is ineligik
qualifying income
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Foreign Income
Foreign income is income that is earned by a borrower vghemployed by a foreign corporation or a
foreign government and is paid in foreign currency. Use of foreign income requires:
1 W-2 forms or personal signed and dated tax returns, including all schedules, for prior two years
1 Yearto-date pay stub.
1 Allincome must be converted to U.S. currency.

K1 Income/Loss on Schedule E

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

1 If the income is negative, the K1s for the applicable years are required and if ownership @ 25%
greater,seeseltemploymentrequirements

1 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

NonTaxable 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 b
FRRSR (G2 (GKS 02NNRgSNNRa 3INRPaa AyoOz2YSo

The percentag®f nontaxable income that may be addednnotexceed the appropriate tax rate for
the income amount. Additional allowances for dependentsraseacceptable.

Documentation Requirements:
1 Must document and support the amount of inconggossedup for any nontaxable income
source, and
1 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 isstaxebS | YR G KS LINA 2 NJ
with two yearstax transcripts to support

Note: If the borrower is not required to file a Federal tax return, the tax rate to use is 25%.

Back to Top
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Unacceptable Income Sources

T wSyidalrt AyO02YS NBOSAGSR T N@né unit profdeid orSoNU&it ptapelyY | |

with accessory unit)

Rental income received fromscond home

Income from trailing coborrowers

Deferred compensation

Retained Earnings

Education Benefits

Any unverified source

Income that is temporary or a oA@me occurrence

a2NI3IF3IS RAFFSNBYGAFIE LI &8YSyda FNRY |y SYLX 2@

Any income that is not legal in accordance with all applicable federal, state and local laws, rules an

regulations. Federal law restricts the followiagtivities and therefore the income from these sources

is not allowed for qualifying:

o Foreign shell banks

0 Medical marijuana dispensaries

0 Any business or activity related to recreational marijuana use, growing, selling or supplying o
marijuana, even if igally permitted under state or local law.

0 Businesses engaged in any type of internet gambling

= =4 8 -4 -8 -8 -8 -9 -9

Documentation Requirements

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

Checking and Savings Accounts

f ¢KS (g2 Y2aid NBOSyiGs>x 0O02yaSoOdziA@S Y2yaKaQ adal

1 Large deposits inconsistentth 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 qualifyin
income for the loan.It must be verified that the deposit was not the result of a newdisclosed
debt.

Marketable Securities / Stock Accounts
Marketable securities include stocks, bonds, and other securities that are held in an account at ;
financial institution, and that a price can be readily verified through financial publications.
1 Twomost recent consecutive monthly stock/securities account statements, or one most recent
guarterly statement are required
1 100% of the current value of stock accounts, bonds, and mutual funds can be considered in the
calculation of assets available for dlugand reserves
1 Nonvested 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

1 Most recent quarterly retirement account statement or two most recent conseeutivonthly
statements (all pages)

1 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 thhecount

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

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

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

1 If the asset is being used as qualifying income, thenah ineligible asset source

Business Funds

Business funds may be used for downpayment and/or closing ,cast$ for reserves with additional

requirements The borrower must have access to the funds. Cash flow analysis required using 3 montt

business bank statements to determine no negative impact to business based on withdrawal of funds

Statements must not reflect any NSFs (sufficient funds) or ovelrafts.

1 The borrower must have access to the funds

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

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

NOTE: This asset source is ineligible on investment property transactions, whether purchg
refinance.

Sale of Real Esta
100% of proceeds from the sale of a departure residence or other real estate owned, as well as assets frc
ataxRSTSNNBERYy Rt SEOKI yaASés faz 1yz26y la |y Lw{ |
transaction is aecond home orminvestnent property purchase transaction.
1 Reverse 1031 exchanges not allowed
1 Required documentation:
o HUDB1/CD for both properties
o Exchange Agreement
o0 Sales Contract for exchange property
o Verification of funds from the Exchange Intermediary

Back to Top
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Gift Funds

T

= =4 4 4 -4

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 invesstent properties

Donor must be an immediate family member, future spouse, or domestic partner living with borrower
ly SESOdziSR 3IAFHE fSGGSNI 6AGK GKS 3IATEG | Y2dzy
relationship is required

It must be verified thatézF TA OA Sy 0 FTdzyRa G2 O2@SNJ 4KS 3IATFOH |
GNI YAFSNNBR (G2 GKS 02NNRBgSNRa | 2 dzy (0 @ I OOSLJ
I 021l 2F (GKS R2y2NDa OKSO]l YR G4KS 02NNERgSN
I 02LkR 2T KRSI %23{2 MID & LB A lyR GKS 02NNBgSNRa R
I O2Lk 2F GKS Rzysza or<501 G2 GKS Of 2aAy3 |
I aSdidtSYSyid aidlraSYSyid akKz2gAiy3d NBOSALIW 27F G
prior to settlement, MiMutual must document that the donor gatre closmg agent the gift funds
Ay GKS FT2NX 2F I OSNIAFTASR OKSO1:xX OFakKiASNDa

o O O O

Reserve Requirements

.S@2yR GKS YAYAYdzY NBASNBS NBIljdZANBYSyia |yR Ay
meet their obligationsborrowers should disclose and verify all other liquid assets.

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

1 Gift funds cannot be used for reserves
1 Allfinanced properties, other than the subject property, require additional six months PITIA in
reserves for each property.
Reserve Requirements (Number of Months of PITIA)
Occupancy Loan Amount Required Reservég
X P wmZ nwitmlI Vi<i80% 6
X bmZnnnZnnA85% 12
Primary Residence $1,000,00%- $1,500,000 9
$1,500,002- $2,000,000 12
$2,000,00%- $2,500,000 24
X bPm2Znnnzn 12
Second Home $1,000,00% $1,500,000 18
$1,500,0021 $2,000,000 24
$2,000,00%- $2,500,000 36
X b wm I nenAnizkn n[n¢ + 12
First Time Homebuyel )X PmMXZnnnZnnA85% 18
$1,000,00% $1,500,000 15
Investment Property X bPmZnnannzn 18

'For hybrid ARMSs, add 3 months PITIA to minimum reserves required asboted
2For additional 34 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 toTop
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Full appraisals are required on all transactions (1004 or 1073). See table below for appraisal requirement

o0 Investment properties must contain a comparable rent schedule along with the URAR (single family),
be reported on he Small Residential-2 unit Income Property Appraisal (1025) for muitit
properties

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

Appraisals must be rdered through your MiMutuahssigned AMCon 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 GtahisC@aguired to

support the value of the apprais@inless two full appraisals are obtained)

o LT GKS /5! NBGdNya | @lItdzS GKFEG A& WAYRSGSN
appraised value that exceeds a 10% tolerance then onkeofdllowing requirements must be met:

A A Clear Capital BPO (Broker Price Opinion) and a Clear Capital Value Reconciliation will be used
the appraised value of the property. MiMutual is responsible for ordering the BPO and the Value
Reconciliatiorthrough Clear Capital

A A field review or % 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 holdbackaounts are not eligible. Any repairs or improvements must be fully completed prior to

closing, and evidence of satisfactory completion is required.

0 2KSYy G662 FLINIYAALFT&a NBE NBIdZANBRYS YR o6020K ||
acceptble to provide only one 1004D

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

t NP LISNIASE 6AGK OFtdzSa aaayaATAaOolryate Ay SEOSaa

ineligible

When 2 apraisals are required, the following apply:

o0 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 apprais
supports the value conclusion. The final inspection andé&xertification 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 twie
reports. All discrepancies must be reconciled.

o The appraiser that performed thappraisal with the lower value should complete the final inspection
when applicabled 1 62 mMnnn5a FFNBX y20 NBIdzZANBSRIEI S@Sy AT

For properties purchased by the seller of the property witBh days of the fullyexecuted purchase

contract, additional requirements will apply:

o0 Second full appraisal is required

o Property seller on the purchase contract must be the owner of record

0 Increases in value should be justified and documented with commentary from the appaageecent
paired sales

NOTE: These requirements do not apply if the seller is a bank that received the property as a rq
foreclosure or deeth-lieu

Back to Top
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First Lien Loan Amount

Appraisal Requirement

Purchase

Transactions

X PHZnnnZnnn

One (1) Full Appraisal

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

Refinance Transactions

X bmZpnnZnnn One (1) Full Appraisal

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

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

T

T

T

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

such appraisal is done pursuant to written, grstablished bona fide prer postfunding appraisal
review or qualify control processors or underwriting guidelines, and so long as the seller/lender
adheres to a policy of selecting the mostiable 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:

T

= =4 =4 4 A

03.26.2018

1-2 unit owner occupied properties
o Only 1 unit, owner occupiegroperties 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, waarty to FNMA guides)
A Type S: Established Projects (rsite condo)
A Type Q: Established Site Condominium Projects

o Limited Review allowedor attached units (including -2 unit projects) in established
condominium projects as long as the followmgjuirements are met:
A Primary residence with maximum LTV/CLTV/HCLTV of 80%
A Second home with maximum LTV/CLTV/HCLTV of 75%
A Limited review requirements per FNMA are met and property is eligible for limited review
based on FNMA requirements
A Projects locatedni Arizona, Florida, Nevada, Michigan, drekasare not eligible for limited
review.
0 Detached condominiums (includingescondog do not require project review or condominium
warranty
o Florida condominiumBmited to 50% LTV/CLTV/HCLTV on investmens&etons

(continued on next page)

Back to Top
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 t NP LJS NI MGBadresg A U K X
0 Must be common and typical for the area, with a maximum 35%-tandhlue ratio
o No incomeproducing attributes
o Properties with20.1 to40 acres require:
A Transaction must be 10% below maximum LTV/CLTV for program
A 20, 25, 30 year fixed rate only

Ineligible Collateral

Ineligible collateral includes:

CoOps

Properties subject to leasehold

Unique properties / log homes

3-4 unit owner occupied properties

2-4 unt second homes

Model home leasebacks

Nonwarrantable condos

Condotels

Manufactured/Mobile homes

Mixed use properties

Any properties with >0 acres. Appraiser must indicate total acreage. It is unacceptable to have the
property appraised with onl¢0 acres in order to meet eligibility.

Properties subject to existing oil or gas leases

Working farms, ranches, or orchards

Florida condos in new or newbtonverted projects

Properties for which the appraisal indicates a Condition Rating of C5 or CQuality Rating of Q6
Properties without permanently affixed legal heating systems (ex: space heaters or fireplaces as th
sole source of heat)

Properties without water or public electricity connections to the site

Properties with a private transfer covenannless the covenant is excluded undegt CFR 1228s an
excepted transfer fee covenant

= =4 8 4 -4 4 -5 _9_9_-2_-2
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FEMADeclared Disaster Area Policy
The FEMA Declared Disaster Area Policy applies to all areas eligible for individual and/or public assistat
due to a federal government disaster declaration.

Effective Date of Disaster Policy
The disasteqarea policy becoms 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 properpspection
requirements apply:
1 Disaster Incident Period:
0 Begin Date: January 15
o End Date: January 17
91 Disaster Declaration Date: February 2
1 Effective Date for Disaster Procedures: January 17

Based on the dates noted in the above example, all appraisals performed on or before January 1
would require the appropriate rnspection or review. Appraisals performed after January 17 would
continue to require written certification by the appraiserathindicated 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 duangongoing disaster and transactions with a
Note date that is within ninety (90) days of the end date of the disaster incident period. The disastel
policy is also in effect for loans with a padbsing disaster and prior to date of sale to investor.

Appraisal and Rénspection Requirements

To ensure the property value has not been impacted by the disaster, adaster property
inspection is required. The inspection may be performed by the original appraiser, arictmesed
appraiser, or licensed property inspection company.

Appraisal erformed On or Before DisasterincidentEnd Date
The property inspection must identify the following:

1 Property is free from damage and the disaster had no effect on value or tabiksy.

1 If the reinspection indicates damage, the extent of the damage must be addressed.
Completion of repairs is required as evidenced by Form 1004D/442, Appraisal Update and/o
Completion Report, or other postlisaster inspection report, with phosoof interior, exterior,
and neighborhood.
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Standard Appraisal Performed After Incident Period End Date for Disaster
Appraisal must include written certification by the appraiser that:
1 Property is free from damage and the disaster had no effect on value or marketability.
1 If the appraisal indicates damage, the extent of the damage must be addressed. Completior
of repairs is required as evidenced by Form 1004D/442, Appraisal Update and/or
Completion Report, with photos of interior and exterior.

tfSrasS y264S GKFG Cc9a! YIF1Sa dzlRIFGSa (2 GKSANI
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

1 POAto be recorded along with security instrument in those states requiring recordation.

1 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 vigned.

The POA must be notarized and unless otherwise required by applicable law, must reference th

address of the subject property.

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

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

1
1

Restrictions on the Use of a Power of Attorney

Except as required by applicable law, the following restrictions apply:
1 Borrower(s) must sign at least the initial or final 1003.
1 POAs not allowed on Cash Out transactions.

Title Requirements

Title to the subject propertynust not contain an unacceptable title impediment, including unpaid real
estate taxes and/or survey exptions. 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 th
survey or an endorsement, the title policy must not have a survey exuepti

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 shedtdlowed.
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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, |
requiresadditional underwriting requiremerstas identified below. All Jumbo Select guidelines will apply unless

noted within this chapterAll loans must meeQM Safe Harbor requirements.

Available Terms

20, 25, ad 30 year fixedates 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 1 720 90% $1,500,000

1The following requirements apply fprimary residence purchasand rate/term refinances greater than 85% LTV:

il

E R

= =9

DTI

First time homebuyers are subject to a maximum loan amount of $1,00Q¢®0$1,500,000 in CA and N$eeFirst Time
Homebuyessection for specific requirements

MI not required

Seondary financing not allowed

Nonpermanent resident aliens not allowed

Gift funds not allowed

Minimum loan amount is $1 over the current conforming/high balance limit set by F®Afbfa.goy). Agency high balance
loanamounts are ineligible

Escrow/impound accounts required unless prohibited by applicable laws

20, 25, 30 year fixed rate only

‘ﬂ_38% for First Time Homebuyers
1 43% for NorFirst Time Homebuyers

Eligible Property Types

Single Family Residences (includesdos and PUDshly

Borrowers

First Time Homebuyers

FirstTime 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, firdime homebuyer requirements do not apply.

1
1
T

03.26.2018

740 minimum FICO score

Maximum DTI 38%

Maximum loan amount is $1,000,000

0 Maximum loan amount is $1,500,000r transactions located in CA ahd
Reserve requirementset for FTHB as specified in tAssetsection
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Ineligible Borrowers
Nonpermanent resident aliens, in additida all Ineligible Borrowetypes listed for LTVs up to 85%

Multiple Properties Financed/Owned
The borrower may only own a total of two financed4 Lnit residential properties including the subject

property.

Concessions

Financing Concessions
Interested party contributions ingble 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
1 May only be used for closing costs and prepaid expenses and may not be used for dow
payment or reserves.
1 Maximum interested party contribution is limited to 3%.

Seller Concessions

All seller concessions must be addressed in the salatract, apprésal and CD. A seller concession is
defined as any interested party contribution beyoride stated limits (as shown in Financing
Goncessiongbove, or any amounts not being used for closing costs or prepaid expenses.

If a seller concession is presength the appraised value and the sales price must be reduced by the
concession amourfor the purposes of calculating tHeTV.

Adverse Credit

Bankruptcy, Chapter 7, 11, 18lot Allowed.

Foreclosure/Notice of DefaultNot Allowed.

Short Sale/Deedh-Lieu- Not Allowed.

Mortgage accounts that were settled for less, negotiated or short paydfts Allowed.

Loan Modification Not allowed unless the modification is unrelated to hardship and there is no debt

forgiveness as evidenddoy supporting documentation.

1 Medical Collectiong allowed to remain outstanding as long as the balance is less than $10,000 in
aggregate

= =4 =4 4 -4
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A residual incomealculation is required. Residual income is the gross qualifying income less monthly deb

(as included in the DTI), and must meet the requirements below.

# in Household 1

2

3

wSIlj QR W $1,550

$2,600

$3,150

$3,550

$3,700

*Add $150 for eacladditional family member

Reserve Requirements

In addition to the general Reserve Requirementguidanceprovided for Jumbo Select QMoans the

reserve amounts per the following table must berified:

Reserve Requirements (Number of Months of PITIA)

Transaction DTI Required Reservés
First Time Homebuye X0 y3i: 15
Non-First Time X o yiz 12
Homebuyer 38.01%c 43.00% 18

1Additional financed properties owned require additional 6 months PITIA. The borrower may only own a total of two
financed, 14 unit residential properties including the subjeaigmerty

Business Funds

Business funds may be used for downpayment and/or closing costs, not for purposes of calculatin
reserves. e borrower must have access to the funds. Cash flow analysis required using 3 month
business bank statements to determine no negative impact to business based on withdrawal of funds
Statements must not reflect any NSFs (rsufficient funds) or overdras.
1 The borrower must have access to the funds
1 The borrower must be the sole proprietor or 100% owner of the business (or all borrowers

combined own 100%)

Appraisal Requirements

Transaction Type

All Purchase Transactions

1 Full Appraisal

All Refinance Transactions

2 Full Appraisals

03.26.2018
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Eligible Collateral

Follow Eligible Collateragjuidance provided for Jumbo Select QM loans, with the exception of acreage.
Properties with up to 20 acreare eligible for the Jumbo Select 90 prograrRroperties with 10.1 to 20
acres requirehe following

1 Maximum land value of 35%

1 No incomeproducirg attributes

Back to Top
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Jumbo Select NoiQM

JumbaoSelect NorQM is anon-QM loan with any of the followingttributes: DTI > 43%Qualifying income
stream using asset depletion calculationvestment purchase transactions using rental income with no lease
agreement provided or ceparture residence excluded from DTI when the property is not listed farsale

leased to rent at the time of the subject transaction.

All Jumbo Select QM guidance will apply unleggcificallynoted within this chapter

Available Terms

Fixed Rate: 20, 25, 30 year term

Ineligible Features

)l
)l
)l

= =4 4 -4 -8 4 -9

Loans thaexceed the 3% Points and Fees cap

Higher Priced Mortgage Loans (HPMLS)

Non-Standard to Standard refinance transactions (ATR Exempt)

o A nonstandard mortgage includes various types of mortgages that can lead to payment shock an
result in default, such a8RMs, 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. Howevehese flexibilities are nopermitted under the Jumb Select
Non-QM program; all loans must meet all 8 ATR factors.

Higher Priced Covered Transactions (HPCIR@buttable Presumption)

Balloons

Graduated payments

Interest Only products

Temporary buydowns

Loans with prepayment penalties

ARMs

Maximum DTI

49.99%
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LTV/CLTV/HCLTV
Primary Residence | Purchase and Rate/Term Refinance
Transaction Type Units FICO CI\LA'I?\); “I‘_'-I;:VL/TV Maximum Loan Amounit
720 80% $1,500,000
Purchase and 1 720 75% $2,000,000
Rate/Term 720 70% $1,000,000
Refinance 5 720 65% $1,000,000
720 60% $1,5000,000
Primary Residence [Cash OuRefinancé
. . Max LTV/ Maximum Loan Maximum
Transaction Type Units FICO CLTV/HCLTV Amount Cash Out
720 70% $1,000,000 $250,000
Cash Out 1 700 65% $1,000,000 $250,000
Refinance 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 CI\IZI% “L_;I;:VL/TV Maximum Loan Amount
Purchase 1 720 80% $1,000,000
Purchase or 75% $1,000,000
Rate/Term 1 720 70% $1,500,000
Refinance 65% $2,000,000
Second Home | Cash Out Refinance

. . Max LTV/ Maximum Loan Maximum

Transaction Type Units FICO CLTV/HCLTV Amount Cash Out

Cash Out 60% $1,000,000 $250,000

Refinance 1 740 55% $1,500,000 $500,000

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

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

. . Max LTV/ .
Transaction Type Units FICO 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

IFirstTime Homebuyers (FTHBs) are subject to a maximum loan amount of $1,000,000. Loan amounts up to $1,500,000 are allowed in
and NJ foFTHBs. Sdgigible Borrowesection for specifi,equirements for FTHBs.

2Texass0(a)(6) refinance carry additional restrictions. S€exass0(a)(6)section.

SThe following requirements apply for investment property purchase, rate/term, and cash out refis:
Florida condos limited t60% LTV/CLTV

Gift funds not allowed

Transaction must be arm's length

Appraiser to provide Comparable Rent Schedule

FirstTime Homebuyers not permitted

=A =4 =4 -8 =
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NOTES:
1  Select NorQM is a NorQM loan with any of théollowing attributes:
o DTI>43%

o0 Qualifyingincome stream using asset depletion calculation as outlined imtteamesection
0 Investment purchase transactions using rental income with no lease agreement providéenggéncomeequirements
o Departure residence excluded from DTI when the property is not listed for sale or leased to rent at the time of thg
transaction. SeBPepartue Residenceequirements.
1 Minimum loan amount is $453,101 for 1 unit properties, and $1 over the conforming limits for propertiesAwittit
1 Residual Income Calculation must be provided and must meet the residual income requirements indicated
Employment/Incomsection

Underwriting

Manual underwriting is requiredregardless of AUS documentation waivers. However, DU findings are
required on all Jumbo loans. The recommendation mayApprove/lneligible, 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 b
followed. In all cases, the loan file must document the 8 ATR.rules

Documentation

1 All loans must be manually underwritten and fully documented. Full income and asset verification i
required. No documentation waivers based on AUS recommendations permitted.

1 All credit documents, including title commitment must be no older tharety (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 SelectQldrnprogram;

o0 QM designation is Ne@QM/ATR or

o QM designation is Exempt for investmit property transactions when the transaction is exclusively
for business purposes
A 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 designatios Exempt. If the
borrower does not use the property 100% of the time for business purposes, the QM
designation would be Ne@M/ATR for Select Ne@M loans.

A Cashout 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 beNOUATR.

1 Loan file must document the eight (8) Ability to Repay (ATR) rules identified in ParT dgR6n-
Lending (Regulation Z).

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

1 If subject transaction is paying off a HELOC that is not included in the CLTWA#LILTation, the loan
file must contain evidence the HELOC has been closed.

= =4
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Conversion Option
Not convertible

Assumption Feature
Fixed rate mortgages are not assumable. However, MiMutual does not underwrite ofaslesmptions.

Seller Concessions

All seller concessions must be addressed in the sales contract, appraisal arld@RI[A seller concession

is defined as any interested party contribution beyond the stated limits (financing concessions) or an
amounts na 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 tl
concession amount for the purposes of calculation LTV/CLTV/HGEI&S concessions include but am
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 a
indicated by the sales contract and appraisal.

If any value is associated with the personal property, the sales price and the appraised value must k
reduced by the personal property value for purposes of calculating the LTV/CLTV/HCLTV.

Mortgage History Requirements:

1 If the borrower(s) has a mortgage in the most recent twefayr (24) months, a mortgage rating must
be obtained reflecting 0X30 in the last twertyur (24) months. The mortgage rating may be on the
credit report or VOM. Applies to all borrowers on the loan.

1 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:

1 If the borrower(s) has a rental history in the most recem¢lve (12) months, a VOR must be obtained
reflecting 0X30 in the last twelve (12) months. Applies to all borrowers on the loan.

1 If the landlord is a party to the transaction or relative of the borrower, cancelled checks or bank
statements to verify satfactory 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

T

T
T
T

The monthly payment on revolving accounts with a balancetne 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 o
$10 or 5%

If the credt report reflects an operend or net 30 day account, the balance owing must be subtracted
from liquid assets

HELOCSs with a current outstanding balance with no payment reflected on the credit report may have
the payment documented with a current billingas¢ment. 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 maom$é or more must be included in the DTI
Alimony payments may be deducted from income rather than included as a liability in the DTI

DepartureResidence

Departure Residence to be Rented

Option 1: No Lease

Option 2: Lease Required

No lease required.

Signed letter of intent from borrower indicating the
intend to rent the departure residence within 90 days
closing on the subject transaction.

Copy of current lease agreement.

Copy of security deposit and evidence of deposit i
borrower's account.

Departure residence must havengsinimum of 20% equity
after deduction of outstanding liens tase rent to offset
the payment.

If less than 20% equity, the fydayment with no benefit
of rent must be included in the DTI.

Equity in the departureesidencemust be documented
with the prior purchase price, AVM, BPO or 2058erior
appraisal dated within siX6) months of the subjec
transaction

Departure residence must havensinimum of 20% equity,
after the deduction of outstanding liens toise rent to
offset the payment.

If less than 20% equity, the fyudayment with no benefit
of rentmust be included in the DTI.

Equity in the departure residenceiust be documented
with the prior purchase price, AVM, BPO or 2058erior
appraisal dated withinsix (6) months of the subjec
transaction.

Market Rent Survey is required byliaensed appraiser
Rent calculatioris 75% of the market rent less PITIA.

Any negative amount must kiacluded in the DTI.

Any positive rental income @isregarded for thencome
calculation and can only be useddfiset the payment

Rental calculation is based on 75%the lease amount
less PITIA. Anyegative amount must be includdd the
DTI. Any positive incomeiigcluded as rental income.

Required reserves for depare residence = 9 monthy
PITIA

Required reserves for departureesidence = 6 month
PITIA

Maximum LTV/CLTV/HCLTV on Hubject transaction ig

80%

No limit on LTV/CLTV/HCLTV, régeprogram maximum

03.26.2018
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DepartureResidence to be Sold

Option 1: Not Under Contract

Option 2: Under Contract

No contract required for departureesidence (not undet
contract orlisted for sale).

Signed letter of intent fromborrower indicating they
intend to list the departure residere for sale within
ninety (90) days of closing @ubject transaction.

A copy of an executed sale®ntract for the property
pending sale and confirmation alkontingencies have
been

cleared/satisfied.

The departure transaction must bdosing within 3Gays
of the subjectransaction.

The pending sale transaction m@stS I N Q& f

Equity in the departure residenceust be documented
with a 2055exterior appraisal or full appraisal.

Departure residence must havensinimum of 20% equity
after deduction of outstanding liens teexclude the
payment from the DTI.

If less than 20% equity, the fygayment must be include(
in the DTI.

No appraisal required for departuresidence.

The borrower must be netting positive number from the
sale ofthe property or assets must baccounted for to
cover any fundsthe borrower may have to bring t
closing on the sale of the departuresidence.

Required reserves for the departuresidence are base(
on the marketing time indicated by thedeparture
residene appraisal:

If appraisal indicates marketing tind six (6) months ol
less = 12nonths PITIA

If appraisal indicates marketing tinoeer six (6) months 1
24 monthsPITIA

Required reserves for the departuresidence = 6 month
PITIA

Maximum LTV/CLTV/HTV on thesubject transaction ig
80%.

No limit on LTV/CLTV/HCLTV, reéeprogram maximum.

A Verbal VOE is required in all cases.

Paystub Requirements

All paystubs must:

(0]

(0]
(0]
(0]

be computer generated

reflect the current pay period andTD earnings (no earlier than 90 days prior to Note date)

clearly identify the borrower and the employer

show the URL address, date and time printed, and identifying information (for those issued

electronically via email or internet)

03.26.2018
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Declining Income

When the borrower has declining income, the most recent twelve (12) months should be used. In certail
cases, an average of income for a longer period may be used when the decline is related ttiraeone
capital expenditue 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
YR GKS 02NNRgSNNRa& [oAftAGe G2 NBLI&o®

If declining income is for a neselfemployed 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 Incomealtulation required. Select Ne@M loans must meet the residual income requirements

below. Residual income equals Gross Qualifying Income less Monthly Debt (as included in #we debt
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 cébse.years W2 or tax transcripts (as
applicable) are required to support.

Rental IncomeSources

All Properties (Except Departing Primary Residence)
1 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 demonstratearidlord history for the most recent 2 years on the tax
returns, OR
0 Maximum LTV/CLTV is 65%
o0 The appraiser is required to provide a comparable rent schedule on all investment property
transactions
T LT GKS &adzoa2SOG LINPZLISNI & A dh2iksS and eNiPngt Sddlipidd LJI
by the borrower is generating rental income, it may be used to qualify ifrélo@irements for a
lease agreement and/or tax returr@se met.

Departing Residence
SeeDeparture Residencsection 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 db#re the same as calculating a

P&l payment for a mortgage.

1 For borrowers >59 % years of age, all pdesing retirement and liquid assets may be used in the
calculation if the assets are fully vested and unrestricted.

1 For borrowers <59 Y%, all pesksirg liquid (nonretirement) assets can be included in the
calculation.
0 Minimum liquid postclosing assets of $500,000 required to include asset depletion for

qualifying income.
1 Business funds are not allowed for income calculation

Borrowers Employed by Faiyi

1 YTD paystub

1 Two (2) years W2s and

1 Two (2) years personal tax retumgh 2 years tax transcripts to support

1 VVOE

T .2NNRPGSSNDR&a LRGSYGAlIT 2ySNBKALI Ay GKS 0dzAAyY S

Capital Gains

1 Must be gains from similar assets for three ()ntinuous years to be considered qualifying
income.

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

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

1 Personal tax returng three (3) years with a consistent hisyoof gains from similar asset, with 3
years tax transcripts to support

1 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

1 If the income is positive, stable andtrused for qualifying, the-K is not required.

1 If theincome is negative, the-ks for the applicable years are required and if ownership is 25% or
greater, seeselfemployment requirements

1 2 years taxranscripts are required to support

Foreign Income
Foreign income must be reportaxh 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 etn@cS Qa Y 2 NI Jdrehst LI
permitted.
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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 ne
undisclosed debt.

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

NOTE: This asset source is ineligible on investment property transactions, whether purchg
refinance.

Cash Value of Lifssurance / Annuities
1 100% of the value may be used, unless subject to penalties
1 The most recent statement(s) covering a 2 month period are required

Reserve Requirements

1 At least six months reserves of PITIA for the subject property must baon-eetirement account for
borrowers that are not of retirement age.

1 For additional 34 unit financed residential properties owned (if excluded from the count of multiple
financed properties, reserves are not required), an additional 6 months PITIA mdstbmented for
each property

Reserve Requirements (Number of Months of PITIA)

Occupancy Loan Amount Number of Months
X bm>nnnznnn 12
Primary Residence $1,000,00%- $1,500,000 18
$1,500,0021 $2,000,000 24
X bPmZnnnzn 24
Second Home $1,000,002- $1,500,000 36
$1,500,002- $2,000,000 48
. . X PMEZnnnzZnnn 12
First Time Homebuyel¢1 500,001 $1,500,000 18
Investment Property XK bPbmZnnnzn 24
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Properties Listed for Sale
1 Properties currently listed for sale (at the time of application) are not eligible for refinance
transactions.
1 Properties listed for sale within six (6) months of the application date are acceptable if the following
requirementsare met.
o Rate and Term refinance only.
o Primary and second homes only.
o Documentation provided to show cancellation of listing.
0 Acceptable letter of explanation from the borrower detailing the rationale for cancelling the listing.
1 Cashout refinances are niceligible if the property was listed for sale within twelve (12) months of the
application date.

Eligible Collateral
Eligible collateral includes:
1 Condominiums, Fannie Mae Warrantable
0 See condo guidance dumboSelect QMchapter
T t NPLISNIASE gAGK X nn | ONBa

0o t NPLISNIIASA B mn FYR X nn FONBa Ydzad YSSO (KS
A Must be common and typical for the area, with a maximum 35%-tandalue ratio
A No incomeproducing attributes
A Transaction must be 10% below maximuV/CLTV for program

1 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 lahéchvis subject to an oil
and/or gas lease.

o No active drilling. Appraiser to comment or current survey to show no active drilling.

o0 No lease recorded after the home construction date-rsording of a lease after the home was
constructed is permitted.

0 Mustbe connected to public water

1 Properties with solar panels (must meet FNMA requirements)
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Jumbo Choic&)M

Unless otherwise addressed in these Ju@boiceQM guidelines, the more restrictive of the FNMA Selling
Guide or Appendix Q must be followesll loans must meet QM Safe Harbor requiremengsd must
document the 8 Abilityto-Repay (ATR) rules

Available Products
1 Fixed Rate: 30, 25, 20, 15, 10 year
1 ARM: 5/1 LIBOR, 7/1 LIBOR, 10/1 LIBOR (ARMs carry a 30 year term and are fully amortizing)

Qualifying Rate

1 Fixed Rates: Note rate

1 5/1 ARM: Greater of the fully indexed rate d&tote Rate + 2%
1 7/1 ARM: Greater of the fully indexed rate or Note Rate

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

ARM Specifics

Interest Rate Adjustment Caps
1 Initial: 2% up/down
1 Subsequent: 2% up/down
1 Lifetime: 5% up

Margin
3.50

Index
1-Year LIBOR (London InterBank Offer Rate)

Interest Rate Floor
3.50

Change Dates

1 5/1: The first change date is the B@ayment due date. Subsequent change dates are every 12
months thereafter

1 7/1: The first change date is the 8%ayment due date. Subsequent change dates are every 12
months thereafter

1 10/1: The first change date is the ¥2payment due date. Subsequent change dates are every 12
months thereafter
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Conversion Option
Not con\ertible

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

Documentation Requirements

Full doc. Manual underwriting requirements apply, regardless of AUS documentation svaklewever,

DU findings are required on all Jumbo loaasdemonstrate the borrower is not eligible for an Agency
product The recommendation may be Approve/lneligible, with the only reason for ineligibility being the
loan size.

If the 1003, title cormitment, or credit documents indicate the borrower is a party to a lawsuit, additional
R20dzySy il A2y Ydzad oS 200l AYySR (2 RSGSNI¥XYAYS y2
repay, assets, or collateral.

Occupancy

1 Primary Residences for4lunits
1 Second Homes
o adzali 0S t20FGSR I NBlFaz2ylrotS RAadGlryOS FNRBY i
0 Must be occupied by the borrower for some portion of the year
0 Must be suitable for yearound use
0 Must not be subject to a rental agreement and borrower mhawe exclusive control over the
property
o Any rental income received on the property cannot be used as qualifying income
1 Investment properties for-# units

Maximum DTI
f CAESR NI} GS FYyR !'wada X ym:yY noaonm:
1 LTV/CLTVs > 80%: 38.00%
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LTV/CLTV/HCLTV
Primary Residence | Purchase and Rate/Term Refinance
. . Maximum .
Transaction Type Units FICO LTV/CLTV/HCLTV Maximum Loan Amount
680 90% $1,000,000
Purchase and 1-2 661 80% $1,500,000
Rate/Term S
Refinances 680 75% $2,000,000
1-4 661 70% $2,000,000
Primary Residence | Cash Out Refinahce
. . Maximum Maximum Loan :
Transaction Type Units FICO LTV/CLTV/HCLTV Amount Maximum Cash Out
680 80% $1,000,000 $250,000
Cash Out 1-2 661 70% $1,000,000 $250,000
Refinance
661 60% $1,500,000 $500,000
Second Home | Purchase and Rate/Term Refinance
. . Maximum .
Transaction Type Units FICO LTV/CLTV/HCLTV Maximum Loan Amount
0,
Purchase or 80% $1,000,000
Rate/Term 1 661 70% $1,500,000
Refinance 65% $2,000,000
SecondHome | Cash Out Refinance
. . Maximum Maximum Loan .
Transaction Type Units FICO LTV/CLTV/HCLTV Amount Maximum Cash Out
Cash Out L 561 65% $1,000,000 $250,000
Refinance 60% $1,500,000 $500,000
Investmenf | Purchase and Rate/Term Refinance | Cash Out Refinance
. . Maximum .
Transaction Type Units FICO 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 cashout $250,000)

*Footnotes on following page
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1FirstTime Homebuyers are subject to a maximum loan amount of $1,000,000. Loan amounts up to $1,500,000 allowed MIJCA and
See Eligible Borrower section gmecific requirements for FTHBs.

2The following requirements apply for transactions with LTVs greater than 80%
1 Ml not required
1 Secondary financinig allowed. See Secondary Financing for details
1  Nonpermanent resident aliens not allowed
1 Escrow accountequired for loans > 80% LTV unless prohibited by applicable law

3The following requirements apply for investment property purchasee/term refis, and cash out refis:
1 Florida condos limited to 50% LTV/CLTV/HCLTV
Gift funds not allowed
Transactionmusb S | Ny Qa f Sy 3idK
Appraiser to provide comparable rent schedule
FTHBs not allowed
If using rental income, an executed lease agreement must be providedReS&# Incomeén the Income/Employment section
for further details.

=a —a —a —a 9

4Texass0(a)(6) refinances only allowed on 20, 25, 30 year fixed rate transaction3.e8e80(a)(6) Refinances section.

NOTES:
1 Minimum loan amount is $1 over the conforming/high balance loait
1  Higher Priced Mortgage Loans (HPML) are allowed if the following requirements are met:
0 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 theeporickaexceedy
GKS aSttSNN&a | OljdzAaArdAazy LINAOS o6& Y2NB (KlIy mE:»X (K
o If the property was acquired by the seller betweenl80 days from the purchase agreement, and the purchase f
SEOSSRa (KS & fde bySneid than 203d] tHeh & Sedord2ulf apjchisal is required
o If a second appraisal is required for one of the above two reasons, the borrower may only be charged for on
appraisals
1 Residual Income Calculation must be provided and must meetrebiglual income requirements indicated in th
Income/Employment section
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Borrowers

Eligible

T
)l

T

03.26.2018

US Citizens
Permanent Resident Aliens with evidence of lawésidency
0 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
0 Maximum LTV/CLTV/HCL80%%
o 20, 25, 30 year fixed tr@aonly
0 Unexpired H1B, H2B, E1, L1, and G Series visas only. G Series visas must have no diplon
immunity.
o Credit tradeline requirements must be met, no exceptions.
o0 Borrower must have a current 24 month employment history in the US
First TimeHomebuyers
o Defined as a borrower who has not owned a home in the last 3 years. For loans with more tha
1 borrower, where at least 1 borrower has owned a home in the last 3 years, first time
homebuyer requirements do not apply
Maximum loan amount $1,000,00
o For transactions located in CA and NJ, a maximum loan amount of $1,500,000 is allowed if tr
following requirements are met:
A 680minimum FICO score
A Primary residence only
A Reserve requirements for FTHBs are met
A Maximum 80% LTV/CLTV/HCLTV

o

Documentation of Lawful Residency

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

1 A valid and current Permanent Resident Alien card (fet®ll), also known as a Green Card

q ! LI &a L2 NI adl YLISH, TéanpdkenO S/ien& Rof IFr2uNadnhissioor f
LISNXYIySyid NBaARSyOS® +fAR dzyGAf QYYYYeé o
has been approved for, but not issued, a Permanent Resident Alien card.

For a NorPermanent Resident Alien, verification of a valid and eligible visa thatsatloevNonr
Permanent Resident Alien the right to work and live in the US issued by the USCIS is require
Eligible visa types are:

1 H1B

1 H2B

1 E1

T L1

1 G Series

o G Series visas must not allow for diplomatic immunity
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Ineligible

1 Any borrower without a Social Security Number (ITINs are not eligible)
1 Foreign Nationals

1 Borrowers with diplomatic status
i Life Estates

1 NonRevocable Trusts
1 Guardianships

1 LLCs, corporations, or partnerships

9 Land Trusts, including lllinois Land Trusts

1 Borrowers with any ownership in a business that is federally illegal, regardless if the income is no
being used to qualify

Multiple Properties Financed/Owned
The borrower(s) may own a total of four (10) financed), dnit residential properties, includingétsubject
property, and regardless of occupancy of the subpgoperty.

If the borrower owns up to 4 financed properties:
1 Max financing for the subject transaction is allowed
1 Additional financed ¥ unit residential properties require an additionaln3onths reserves for each

property

If the borrower owns between 5 and 10 financed properties:

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

1 Subject property requires the greater of 6 months reserves or redumeserves per guidelines as
indicated in theAssetssection of this guide

1-4 unit residential financed properties held in the name of an LLC or other corporation can be exclude
from the number of financed propeds 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&l, taxes, insurance, tH@8, lease
payments, or other propertyelated 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 wiin six months of the application date are acceptable if the following

requirements are met:

1 Rate/term refinance only

1 Primary and second homes only

1 Documentation showing cancellation of listing must be provided

1 Acceptable letter of explanation from thgorrower 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 applicatior
date.

Rate/Term Refinance Restrictions
1 The new loan amount is limited foay off the current first lien mortgage, any seasoned fiost 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 HI
that has been in place for twelve (12) ntbe and total draws do not exceed $2,000 in the most
recent twelve (12) months.

0 A seasoned nofirst lien mortgage is a purchase money mortgage or a mortgage that has been in
place for twelve (12) months.

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

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

1 Properties inherited less than twelve (12) months ptiorapplication date can be considered for a

Rate and Term refinance transaction if the following requirements are met:

0 Must have clear title or copy of probate evidencing borrower was awarded the property.

o0 A copy of the will or probate document must beopided, along with the buput 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.

Back toTop

03.26.2018 66



Jumbo Underwriting Guidelines Jumbo Choice QM

Cash Out Refinance Restrictions
1 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
1 Maximum caskout limitations include the payoféf any unsecured debt, unseasoned liens and any
cash in hand
1 Inherited properties may not be refinanced as a cash out refinance prior to 12 months ownership. Se
Rate/Term Refinances for requirements
1 Cash out refinances where the borrower is paying dffiam from a pledged asset/retirement account
loan, secured loan, unsecured family loan, or replenishing business funds used to purchase th
property, the following guidelines apply:
o Cash out limitation is waived if previous transaction was a purchase
0 Seasaoing requirement for cash out is waived (borrower does not have to own for 6 months prior
to subject transaction)
0 Funds used to purchase the subject must be documented and sourced
o CD for subject transaction must reflect payoff or paydown of pledged assgirément account
loan, secured loan, unsecured family loan or business asset account. If cash out proceeds exce
payoff of loans, excess cash must meet cash out limitations
0 ¢KS LJzNODKIasS Ydzad KIFEgS 06SSy FNyQa fSy3adak
0 Investment properties are ineligible

Texasb0(a)(6) Refinances

In addition to standard guidelines, loans originated in the Stat€eofasmay be subject to additional
requirements and restrictiondue to the provisions of Section 50(a)(6) of tfexasConstitution Texas
Equity Loan). All castut loans and certain Rate and Term refinance transactions, involving the
02NNR gSNRA LINAYINE K2YSadSk R LINE LIS NliNukal foldds & d:
Fannie Mae requirements related to Section 50(a)(6) loans. Failure to follow these requirements wil
result in the loan being ineligible.

If the existing loan is not dexasHome 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 loanpays 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.

= =4 4 -4 2

Under certain circumstances, a refinance of an existiegpsHome Equity loan may be ceidered as a

standard refinance transaction. The following requirements must be met:

1 Atleast one year has elapsed since TexasHome Equity loan was closed

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

§ The new principal loan balance mayino SEOSSR y x3: 2F (KS LINR LIS NI ¢
of the refinance

1 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 ndexasHome Equity loan

 The borrg SN &0 YR 02NNRGgSNRA alkRdzasS O6AF | LI
acknowledging that the above four requirements have been met
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Eligible Product Types
20, 25 and 3@ear fixed rate only

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

Eligible Property Types

Singledzy A i LINAYOALI f NBaAaARSYOS RSaA 3yexas@wRElidibe
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-4 2init 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 neborrowing 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 fc
the property and the acknowledgment of fair markedlue must not include any property other
than the homestead.

The survey (or other acceptable evidence) must demonstrate that:

w Homestead property and any adjacent land are separate parcels, and

w Homestead property is a separately platted and subdividedootvhich full ingress and egress
is available.

Additional Requirements for Texas Equity Loans

1 Fees and charges to make the loan may not exceed 2% of the loan amount. The following fee

and charges can be excluded from the testing:

0 Bona Fide Discounts tower the rate selected

o0 Appraisal Fee

0 Survey Fee

o [ SYRSNDa ¢AGtS t2ftA0e

CtKS 02NNRPGgSNRa FANRG LI e&YSyd Ydzad o6S RdzS vy

MiMutual must provide the title company with a detailed closing instruction letter and require

acknowledgement of its receipt.

1 If this loan is being used to pay off a previdiexasEquity Loan, the loan may not close before
twelve (12) months have passed from the closing date offidseasEquity Loan being paid off.

1 If the new loan is &exasEquity loan originated to cure a failure in the original mortgage to
comply with Section 50(a)(6), then tAexadaw requirement that at least twelve (12) months
have passed since any previolsxasHome Equity loan secured by a homestead property was
closed doesot apply.

= =
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1 The loan may not close before twelve (12) days after the loan application was taken by the
f SYRSNJ 2NJ 6 KS 02NNRBGSNI NBOSA@®Sa (G4KS abhe¢lL/
SECTION 50(a)(6), ARTICLETEXAS hb{ ¢L ¢! ¢Lhbé¢ RA&OisatedaNB >
YIe y20 O0f2aS3: ¢gAGK2dzi GKS 02NNBgSNDRa O2y:
the borrower receives a copy of the loan application, if not previously provided, and a final
itemized disclosure of the actual fees, points, interesists and charges that will be charged at
closing.

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

1 Power of Attorney may not be used ormaxasEquity Loan.

1 Use FNMA approvetiexagquity legal documents (Note, DedRliders, 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:
1 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 figarier the most recent
twelve (12) months, or
o Isrelated to the borrower on the mortgage being refinanced.
1 The borrower on the new refinance transaction was added to title twdaty (24) months or more
prior to the disbursement date of the new refinamtransaction.
1 The borrower on the refinance inherited or was legally awarded the property by a court in the case o
divorce, separation or dissolution of a domestic partnership.
1 The borrower on the new refinance transaction has been added to titleutjinca transfer from a trust,
LLC or partnership. The followingguirements apply:
o Borrower must have been a beneficiary/creator (trust) or 25% or more owner of the LLC or
partnership prior to the transfer.
0 The transferring entity and/or borrower has hadconsecutive 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 continui
obligation requirement.
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Delayed Purchase Refinances

Delayed Purchase Refinancing is allowed with the following requirements:

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

1 HUDZ1/CD from purchase reflecting no financing obtained for the purchase of the property.

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

f CdzyRa dzaSR (2 LIJzZNOKFasS (GKS LINPLISNI& | NB Fdzf f &
own funds (no gift funds or business funds).

1 Funds drawn from a HELOC on another property owned by the borrower, funds borrowed against
margin account, or funds from a 401(k) loan are acceptable as long as the following requirements ar
met:

0 The borrowedunds are fully documented
o The borrowed funds are reflected on the Closing Disclosure (CD) as a payoff on the new refinanc
transaction

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

1 Investmentproperties are allowed as long as borrower is not a builder or in the construction industry
FYR LINA2NJ 0N yalkOitAz2y gta FN¥Qa fSy3adikKo

LTV/CLTV/HCLTYV Calculation

1 If subject property is owned more than twelve (12) months, the LTV/CLTV/HCLTV is based on tt
current appraised value. The twelve (12) month time frame is defined as prior Note date to subjec
Note date.

1 If subject property is owned less than twelve (12) months, the LTV/CLTV/HCLTYV is based on the les
of the original purchase price plus documedtimprovements 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.

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

Construction to Permanent Refinance Restrictions
The conversion of construction to paanent financing involves the granting of a lelegm mortgage to a
borrower for the purpose of replacing interim construction financing that the borrower has obtained to
fund the construction of a new residenc&heborrower must hold title to the lot, Wwich may have been
previously acquired or purchased as part of the transaction.
1 LTV/CLTV/HCLTYV is determined based on the length of time the borrower has owned the lot. The tin
frame is defined as the date the lot was purchased to the Note date ofubgct 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/HCLTYV is based on the lesser of 1
current appraised value of the gperty or the total acquisition costs (documented construction
costs plus documented purchase price of lot).
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Non! NYQa [Sy3JidK ¢NIyalOlAzya

Anont NY¥Qa fSy3dkK GNIyal OtAazy Ay 2 yeSs affiligtionsb&twedrKthe K
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, therthe transaction will be considered ndnNYY Qa f Sy 34 Ko

Nonl N Q& fSy3adK ddNIyalrOiAzya INB y20 StAIA6f ST ¢

Family sales or transfers

Property sellers are representing themselves as agent in real estate transaction

Relatve2 ¥ (G KS LINRPLISNI & &aStftSNIFOlAy3a a GKS asSftt

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

wStFGAGS 2F GKS 02NNRBgSNI FOlAy3d a GKS 02NNRg

The borrower is the employee of the ongiting lender and the lender has an established employee

loan program

Originator is related to the borrower

Renter buying from landlord

o0 24 months cancelled checks will be required to document a satisfactory (0x30) pay history. Writter
Verification of Renis not acceptable

NOTELY @SadyYSyld LINRPLISNIeE& GNrXyalOGAz2ya Ydzaid o685

N>
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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 towelasng 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 loasubject to a subordinate lien, to accurately calculate the LTV/CLTV/HCLTYV ratio fo
eligibility requirement purposes, MiMutual must determine the maximum credit line for all HELOCs, if
applicable, and the unpaid principal balance for all clesed subordnate 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.
1 Institutional Financing only. Sellartsordinate financing not allowed.
1 Subordinate liens must be recorded and clearly subordinate to the first mortgage lien.
1 If there is or will be an outstanding balance at the time of closing, the monthly payment for the
subordinate financing must beincluRe Ay G KS OF t Odzf I (i A@igcongeTatiol KS 0 2
1 Full disclosure must be made of the existence of subordinate financing and the subordinate financin
repayment terms. The following are acceptable subordinate financing types:
o Mortgage terms withinterest at market rate.
0 Mortgage with regular payments that cover at least the interest due, resulting in no negative
amortization.
1 Employer subordinate financing is allowed with the following requirements:
o Employer must have an Employee Financingiséance Program in place.
0 9YLIX 28SNJ Y& NBIdZANBE FdzZf NBLI&YSyid 2F GKS |
maturity date.
o Financing may be structured in any of the following ways:
A Fully amortizing level monthly payments
Deferred payments fosome period before changing to fully amortizing payments
Deferred payments over the entire term.
Forgiveness of debt over time
Balloon payment of no less than five (5) years, or the borrower must have sufficient liquidity to
pay off the subordinate lien.
1 LTV/CLTV/HCLTV guidelines must be met for loans with subordinate financing.

> > > >
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Derogatory Credit

T

T
T
T

= =4 =4

Bankruptcy, Chapter 7, 11, £3our (4)years since discharge/dismissal date

Foreclosure; four (4)years since completion date

Short Sale/Deedh-Lieuc four (4)years since completion/sale date

Mortgage accounts that were settled for less, negotiated or short payoffsur (4) years since
settlement date

Borrowers with credit events listed above beten four (4) and seven (7) years must meet the
following requirements:

o Tradeline requirements must be met

Satisfactory housing history for 24 months required

No mortgage lates since credit event

No public records since credit event

Purchase or rate/term ritnance of a primary residenamly

A Maximum LTV/CLTV/HCLTYV is 80% or the program maximum, whichever is lower

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

Notice of Default two (2)years

Multiple derogatory credit events are not allowed

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

(0]
(0]
(0]
(0]

Exceptions for Derogatory Credit

Exceptions for credit events that require a 4 yesaasoning period will be considered on a chgease

basis between two (2) and four (4) years with extenuating circumstances, subject to the following:

{ Extenuating circumstances are defined as #B OdzNNA Yy 3 S@Syida o6Se2yR
resultingin 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

1 Documentation must be provided to gport 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

1 If the defaulted debt was assigned to anspouseand the default occurred after the borrower
was relieved of the obligation, the event may be considered on an exception basis

Outstanding Judgments/ Tax Liens/Char@dfs/PastDue Accounts

Tax liens, judgments chargéfs and pastdue accounts must beasisfied or brought current prior to or at
closing. Cashut proceeds from the subject transaction may not be used to satisfy judgments, tax liens,
chargeoffs, or pastdue accounts.

Payment plans on prior year tax liens/liabilities are not allowed; thegt 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. Thi
applies to all borrowers on the loan.

No morethan 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 ir
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. Thi
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 beithin 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 relatea 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 dérelat is not reflected in

the credit report or mortgage application. In these instances the borrower must explain the reason for the

credit inquiry.

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

1 Confirmation of no new debt may be in the form of a new credit report;g@ose credit report or gap
credit report.

Credit Report

Age of Credit Report
The credit report may not be motéan 90 day®ld at the time the Note is signed.

GCNRT Syé¢ / NBRAG wSLR2NIa
/| NERAG NBLR2NIA S6AGK o0dzNBlFdza ARSYGAFASR & aFl
report with all bureaus unfrozen is required.
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Tradelire Requirements
1 Minimum three (3) tradelines are required. The following requirements apply:
o0 One (1) tradeline must be open for twentyur (24) months and active within the most recent
six (6) months.
o Two (2) remaining tradelines must be rated for twelNe&)( months and may be opened or
closed.
OR
1 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 twdoty (24) months and one (1)
additional open tadeline.

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 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.

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

1 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 incled 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 loansyhether deferred, in forbearance, or in repayment, a monthly payment must be
AyOf dZRSR Ay (KS 02NNRgSNNRA Y2yaKte RSod 2o0f A3
1 If a monthly payment is provided on the credit report, the amount indicated for the monthly
payment may be used for qualifying
1 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 tife options below:
o Loan payment indicated on student loan documentation verifying monthly payment is based on
an incomedriven plan
1 For deferred loans or loans in forbearance:
o 1% of the outstanding loan balance (even if this amount is lower than the la&mlig
amortizing payment), or
o A fully amortizing payment using the documented loan repayment terms
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Additional Liability Requirements

f The monthlypayment on revolving accounts with a balance must be included itBeNNEZ & S N
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%

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

1 HELOCs with a current outstanding balance with no payment reflected on the credit report may

have the payment documented with a current billing statemeHELOCs with a current $0 balance

do not need a payment included in the DTI unless it is being used for downpayment or closing cost

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

Installment debts lasting 10 mtims 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

E

Departure Residence

Departure Residence Pending Sale

Ly 2NRSNJ (2 SEOft dzRS G KS LI &oee$hytis pandingsate bui @ilNdbaEe s S

after the subject transaction, the following requirements must be met:

1 A copy of an executed sales contract for the property pending sale and confirmation all
contingencies have been cleared/satisfied. The pendifig®a G NI y &l OG A2y Ydza

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

1 6 months liquid reserves must be verified for the PITIA of the departure residence.

Departure Residence Subject Guaranteed Buyout with Corporation Relocation

IN2NRSNJ 2 SEOfdzRS G(KS LI &ayYSyid F2NI I 02NNRsSSI

Relocation the following requirements must be met:

1 Copy of the executed buyut agreement verifying the borrowehas no additional financial
responsibility toward the departing residence once the property has been transferred to the 3rd
party.

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

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

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

T ¢KS (NIXyalOitAaAzy 2y (GKS RSLI NI dzZNSE NBaARSYyOS v

CoSigned Loans

The monthly pgment on a cesigned 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.

1 Copy of court order.

1 For mortgage debt, a cgpof the document transferring ownership of property.

1 If transfer of ownership has not taken place, any late payments associated with the repayment of the
RSol 2¢6Ay3a 2y (GKS Y2NI3aF3aS LINRPLISNIeE& &Kz2dzZ R 0
creditprofile.

Assumption with No Release of Liability
The debt on a previous mortgage may be excluded from DTI with evidence the borrower no longer own
the property. The following requirements apply:
1 Payment history showing the mortgage on the assumed prtydgas been current during the previous
twelve (12) months or
1 The value on the property, as established by an appraisal or sales price on th&/EDPesults in an
LTV of 75% or less.

Tax Liability

If the most recent tax return or tax extensiomdicates 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 payn
G2 0S AyOftdzZRSR Ay GKS 5¢L a f2y3a Fa R20dzySydal
collateral for the loan.

To establish stability of employment and income for the borrower(s) whose income is used to gtradify
following requirements must be met

1 A minimum of 2 year stable employment and income history

1 Verifiable

1 High probability of contining 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, ¢
average of ineome for a longer period may be used when the decline is related to atiovee capital
expenditure and proper documentation is provided. In all cases, the decline in income must be analyze
to determine if the rate of decline would have a negative impatttloe continuance of income and the
02NNRoSNRa oAfAGE (G2 NBLI &

If declining income is for a neselfemployed borrower, the employer or the borrower should provide a
written justification for including the declining income in qualifying.

Gaps inEmployment
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 th

borrower must be employed with their current employer for animum of 6 months to include as

qualifying income.

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

1 Exceptions may be considered on a chgease basis when the borrower is on the job less than
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 beloy
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:

1 Clearly identify the employee/borrower and the employer;

1 Reflect the current pay period ancear to Date (YTD) earnings;

o YTD pay with most recent pay period at the time of application must be no etitiar90 days
prior to the Note date

Be computergenerated,;

Reflect the URL address, date, and time printed, and also identifying informatiopaystubs 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

Therequirements below apply when inome is positive and included in qualifying income:

1 Verbal Verification of Employment (VVOE) must be performed no more than ten (10) business day
prior to the Note date. The VVOE should include the following information for the borrower:
o Date of contact

Name and title of person contacting the employer

Name of employer

Start date of employment

Employment status and job title

Name, phone number, and title of contact person at employer

Independent source used to obtain employer phone number

 Verification of theSEA &G Sy 0SS 2 F-empl@yanRniust W& erified $hfotigh 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.

0 2 NNE ¢ Ssivlsanot @énSiéceptable third party source

o [AdGAY3a YR I RRNB&da 2F (KS 02NNRGSNRNE 0dzAAY S
o Name and title of person completing the verification and date of verification

T 2NAGGSY £SNAFAOFGARZ2Y 2F O9OYLX 28YSyd YIFé& anS N
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 employmen
paystubs and W2s are still required

O OO0 O O0Oo

Tax Return Requirements

1 Pesonal 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 de signe

A 4506T must be signed and completed for all borrowers.

o Taxtranscripts for personal tax returns for 2 years are requivdtgen tax returns are used to
document borrower's income or any loss and must match the documentation in the loan file.

o W2transcripts for 2 years are required to validate W2 wages if tax transcripts are not provided anc
the borrower does not have any other income source or loss. The following W2 type earnings wil
require tax transcripts:

A Borrower with commissiofbased incore that is greater than 25% of borrower's total pay
A Borrower with 2106 expenses (Unreimbursed Business Expenses)

A Borrower employed by family

A Borrower with ownership in company

o0 The September 2015 version must be used for all loans closed on/after Decenfi¥5/,which
includes the signatory attestation box.

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

(continued on next page)

)l
)l
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1 In cases where taxes have been filed and the tax transcripts are not available from the IRS, the Il
response to the request must reflect "No Record Found". In these cases, an additional prior year's te
transcripts should be obtained angrovided, alongwith a signed copy of the unverifiable returns
6adl YLISR a NBOSAGSR YR aA3dySR o0& GKS 02NNERJg
NEOSAOSR (KIFdG YIGOKSA GKS Fy2dzyid +ta aidliSR 2y
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
tax transcript may only be considered for qualifying on a&dgscase basis

 If the IRS rejects a 4506request andKS NBI 42y F2NJ 0KS NB2SOlAz2y
GIAYAGFGAZ2YéS (GKS F2ft26Ay3a O2yRAGAZ2YyA Ydzad o
o /2L 2F GKS Lw{ NE2DIOBA A a4MNROSIAIE2 RN T AA i
0 Record of Account for 2 years obtained by the borrower from the IRS. Adjusted Gross Income ar

¢FEFOES LyO2YS 2y (GKS wSO2NR 2F | 002dzy i &Kz2d
OR
o Tax return transcripts for 2 years obtained thhe borrower via mail from the IRS.

Unfiled Tax Returns

CKS F2fft2¢6Ay3 FdZARSEAYSa |LIIJX & F2NJ GKS LINA2N

1 For loans closed between January 1 and the tax filing date, (typically April 15), borrowers mus
provide:
o IRS Form 1099 and W2 forfinem the previous year
o [2Flya Of2aAiAy3a Ay WFydz NBE LINR 2N (2 -etdp8ystb’s OS

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

1 When using tax returns to verify income, and loan closgdetween the tax filingdue date
(typically April 15)and the extension expiration date (typically October 15), the borrower must
provide(as applicable)
o Copy of the filed extension

W2 forms

1099s when applicable

Current year Profit & Loss Statemeekecuted by the borrower

YearEnd Profit & Loss Statement for prior year, executed by the borrower

Balance Sheet for prior calendar year (all-satiployment types)

Evidence of payment of any tax liability identified on the federal tax extension form

O OO0 O OO

NOTE: The total tax liability reported on IRS Form 4868 must be reviewed by the underwritg
O02YLI NBR (2 GKS 02NNR¢gSNRa GFE tAlFoAtAlGe 7

stability and continuance. An estimated tax liability thainsonsistent with the previous years m
make it necessary for MiMutual to require the current returns in order to proceed.
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Specific Income Documentation Requirements

Salaried Income

T
)l

T

YTD paystub

W2s or personatax returns (2 years)with W2 transcripts or tax transcripts (as applicable) to
support

VVOE

Hourly and ParTime Income

T
)l

)l
T

YTD paystub

W2s or personal tax returns (2 yearsyith W2 transcripts or tax transcripts (as applicable) to
support

VVOE

Stable tomcreasing income should be averaged over a 2 year period

Commission Income

1
1
1

= =4 4 A

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% c
the total income

W?2 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

1
il

il
1

YTDpaystub

W2s or personal tax returns for the last 2 yeawgith W2 transcripts or tax transcripts (as
applicable) to support

VVOE

Stable to increasing income should be averaged for 2 years

2106 Expenses

1
il

Employee Business Expenses must be deducted froradjusted gross income
Two years tax transcripts are required

Alimony/Child Support/Separate Maintenance

T

= =

03.26.2018

Considered with a divorce decree, coordered 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

LT GKS AyO0O2YS A& (GKS 02NNRSSNRE LINAYIFNE AyC
even if it is beyond years, the income may not be acceptable for qualifying purposes
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Borrowers Employed by Family

1 YTD paystub

1 2years W2sind2 years personal tax returngith two years tax transcripts to support
1 VVOE

Capital Gains

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

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

1 If the trendresults in a loss, the loss must be deducted from total income

1 3 years of personal tax returns showing a consistent history of capital gains from similar assets al
required Three years tax transcripts are required to support.

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

NOTE:. 2 NNRoSNR& LRIGSYGAlIf 26ySNBKALI Ay {(KS

Disability Income (Londerm)

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

1 Termination date may not be within 3 years of the Note date
o0 Note that reaching a specific age may trigger a termination date depending on the policy

Dividends and Interest Income
1 2 years of personal tax returnwith two years tax transcripts to support
1 Documented assets to support the continuation of the interest and dividend income

Foreign Income

1 YTD paystub

1 W2 forms or the equivalent and personal tax returns reflecting theifpr earned income. Income
must be reported on 2 years US tax retumgth two years tax transcripts to support

1 VVOE

1 Allincome must be converted to US currency

K1 Income/Loss on Schedule E

1 If the income is positive, stable, and not used for qualifyihg,K1 is not required

1 If the income is negative, the K1s for the applicable years are required and if ownership is 25% ¢
greater,seeseltemploymentrequirements

1 Two years tax transcripts are requirealgupport

Non-Taxable Income

Nontaxable income includes but is not limited to child support, military rations/quarters, disability,

foster care, etc.

1 Documentation must be provided to support continuation for 3 years

1 Income may be grossed up by appliealhx amount. Tax returns must be provided to confirm
income is nortaxable with two years tax transcripts to support

1 If the borrower is not required to file a federal tax return, income may be grossed up to 25%
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Note Inome

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

1 Evidence of receipt for the past 12 months and evidence of the Note income must be reflected or
personal tax returns Tax transcripts are required sopport

1 Note income must have a 3 year continuance

Rental Income

All Properties (Except Departing Primary Residence)
1 Lease agreements must be provided if rental income is used for qualifying purposes
o Current lease for each rental property, includiogmmercial properties listed in Part | 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 warrant the
use of the higher income. If there is no justification, the lease amount less expenses will be
considered for rental income/loss
1 Personal Tax ReturgsTwo years
o For properties listed on Schedule E, rental income should be calculated nesirrgntal
income + depreciation + interest + taxes + insurance + HOA divided by applicable month
minus PITIA
o LT NByGlrt AyO02YS A&a y20 [@FAtlIoftS 2y (KS
calculated using gross rents x 75% minus PITIA
o Twoyears tax transcripts are required to support
0 SeeTax Return$or additional requirements regarding unfiled prior year returns
T bSGi NByidlt AyO2YS YIé& 6S FTRRSR G2 GKS 062N
mustbet RRSR (2 (GKS 02NNRBgSNRa G201t Yz2ydakKfe 2
T LT GKS adzo2S0O0 LINPLISNIE A& GKS 02NNRPgSNRA
property with an accessory unit) and generating rental income, the full PITIA should be includec
Ay (0KS aosaNde@hly Siigatons
 Ifthe subject property is the b&k2 6 SN2 & LINA Y I N&units Jeatdl Rc®nyedray bé A (
included for the unis) not occupied by the borrower as long as the requirements for a lease
agreement and/or tax returns above aneet.

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:
1 Borrower must have documented equity in departure residence of 25%.
o Documented equity may be evidenced by:
A an exterior or full appraisal dated within six (6) months of subject transaction
OR

A the original sales price and the current unpaid principal balance.
1 Copy of current lease agreement.
T /2L 2F aSOdaNAGe& RSLIRZaAld FyR SOARSYOS 2F R
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Restricted Stock and Stock Options

1 Eligibleas qualifying income, provided the income has been consistently received for 2 years a:
identified on the paystubs, W2s, and tax returns as income, and the vesting schedule indicates th
income will continue for a minimum of 3 years at a similar levelras B years

1 A 2 year average of prior income received from RSUs or stock options should be used to calcula
the income, with the continuance based on the vesting schedule using a stock price based on th
52 week low for the most recent 12 months repogdiat the time of closing. The income used for
qualifying must be supported by future vesting based on the stock price used for qualifying anc
vesting schedule Additional awards must be similar to the qualifying income and awarded on a
consistent basis.

1 Borrower must be currently employed by the employer issuing the RSUs/stock options in order fol
the RSUs/stock options to be considered in qualifying income. Vested restricted stock units an
stock options cannot be used for reserves if using for inconurisdify.

Retirement Income Sources

Pension, Annuity, 401(k), IRA Distributions
1 Existing distribution of assets from an IRA, 401(k) or similar retirement asset must be sufficien
to continue for a minimum of three (3) years.
o Distribution must have beegset up at least six (6) months prior Mote dateif there is no
prior history of receipt OR 2 year history of receipinust beevidenced.
o Distributions cannot be set up or changed solely for loan qualification purposes.
1 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 datedr before the closig date) with
tax transcripts to support
0 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 Administtzgnefit verification
letter. If any benefits expire within the first full three years of the loan, the income source may not
be used in qualifying.

Benefis 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 continaé lEast 3 years.
1 Regular receipt of trust income for the past 12 months must be documented.
1 A complete copy of the Trust Agreement or Trustee Statement showing:
o Total amount of borrowedesignated trust funds
Terms of payment
Duration of trust
Evidencehe trust is irrevocable
If trust fund assets are being used for downpayment or closing costs, the loan file must contair
adequate documentation to indicate the withdrawal of the assets will not negatively affect
income

(0]
(0]
(0]
(0]

NOTE: If borrowers are using tsi funds as an eligible asset, then trust income is ineligiblg
qualifying income

SeltEmployed Income Sources
Selfemployed borrowers are defined as those individuals who have 25% or greater ownership interest o
receive a 1099 statement to documteincome.

Yearto-date is defined as the period ending as of the most recent tax return through the most recent
guarter ending one month prior to the note date. For tax returns on extension the entire unfiled year is
also required. For example: 2014 weds 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 selfemployed income is required toe analyzed on FNMA Form 1084.

1 A liquidity analysis must be included in the file if the income analysis includes income from boxes 1, .
or 3 on the Kl that is greater than distributions indicated on thelK

1 If a liquidity analysis is required and therrower 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

l

1
1

YTD through current quarter P&L and Balance Sheet

o0 Tax returndor 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-paikd®@rrower who

does not actually own a business if all of the following requerts are met:

A Schedule C in Block 28 (Total Expenses) must be analyzed in relation to income in Block
(Gross Income). Expenses are less than 5% of income.

A Analysis of Blocks 8 (Advertising), 11 (Contract Labor), 16a (Mortgage Interest), 2
(Rent/Lease)and 26 (Wages) must indicate the borrower does not have any expenses in
these categories

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

A Block C (Business Name) does not have a sepbuaiaess name entity

A YTD income in the form of a written VOE or pay history is provided by the employer payinc
0KS mMmnpdpd , ¢5 AyO2YS Ydzad &dzLJLJ2 NI LINR 2 NJ @&

Personal tax returns, including all schedules, for prior two yeaith two years tax @nscripts to
support

Seetaxreturns for additional requirementeegardingUnfiled Tax Returns

Stable to increasing income should be averaged for 2 years

Partnership/SCorporation

1
1
il

1
1

2 years personal tax returnsigned on or before the closing dateith two years tax transcripts to
support

2 years K1s reflecting ownership percentage, if counting any income from this source in qualifyin
(K1 income, W2 income, capital gains, or interest/dividends), or if SchEdwatects a loss

2 years business tax returns (1065s or 1120s), signed if 25% or greater ownership. Business retu
are not required if the income reporting is positive, not declining, and not counted as qualifying
income

YTD Profit & Loss statemegmid Balance Sheet if 25% or greater ownership

Stable to increasing income should be averaged for 2 years

Corporation

T

= =

03.26.2018

2 years personal tax returns, signed on or before the closing etk two years tax transcripts to
support

2 years business tax returnsl0), signed if 25% or greater ownership

0 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

T wSyidrt AyO02YS NBOSAOGSR FTNRY 02NNRGSNDRa& LINRARYL I

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 oA@me occurrence

Asset depletion

a2NIL3IF3IS RAFFSNBYOGAILIE LI eySyda FTNRY Fy SyYL} 2e

Any income thais not legal in accordance with all applicable federal, state and local laws, rules anc

regulations. Federal law restricts the following activities and therefore the income from these sources

is not allowed for qualifying:

o Foreign shell banks

0 Medical marigjana dispensaries

0 Any business or activity related to recreational marijuana use, growing, selling or supplying o
marijuana, even if legally permitted under state or local law.

0 Businesses engaged in any type of internet gambling

=4 =4 8 8 4 4 -5 _9_9 -2

Doaimentation Requirements
All asset documentation must lmated within 60 daysf the Note date.

Large deposits inconsistent with monthly income or other deposits must be verified if using for
downpayment, reserves, alosing costs. It muste verified that the deposit was not the result of a new,
undisclosed debt.

Checking and Savings Accountdoney Markets, CDs
T ¢KS (g2 Y2aid NBOSyilGs> 0O02yaSOdziA@dS Y2yGKaQ adald
1 100% of the funds are eligibler calculation

Stocks/Bonds/Mutual Funds

1 The two months most recent statements (all pages) are required.
1 100% of the funds are eligible for calculation

1 Nonvested stock is ineligible

Back to Top
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Retirement Accounts (401(k), IRAetc)

1 Most recent statement or two most recent consecutive monthly statements (all pages) covering a twao
month period

Evidence of liquidation is required when funds are used for downpayment or closing costs

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

1 If the borrower is < 59 ¥ years old, 60% of the vested value of retirement accounts, after redction
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

T
T

= =

Cash Value of Life Insurance/Annuities
1 Most recent two statement(s) covering a two (2) month period are required
1 100% of the value is eligible for calculation, unless it is subject to penalties

1031 Exchange

1 Allowed on second home and investment pusshs only. Reverse 1031 Exchanges are not allowed
1 Documentation requirements:

o0 HUD1s/CDs for both properties

o Exchange Agreement

o0 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 wi

additional requirements. Cash flow analysis required using most recent 3 months business ban

statements to determine no negative impact to business based timdvawal of funds. Statements must

not reflect anyNSFs (nosufficient funds) or overdrafts.

1 The borrower must have access to the funds

1 The borrower must be the sole proprietor or 100% owner of the business

1 Business funds for reserves or a combinatiop@fsonal/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
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Gift Funds
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Jumbo Underwriting Guidelines Jumbo Choice QM

Gift funds are permitted after boower 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 mustbe an immediate family member, future spouse, or domestic partner

GATFTOG ftSGGSNI gAGK GKS 3IATF
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transferred prior to settlement, MiMutual must document that the donor gave the closing agent
GKS IATFTE FdzyRa Ay (GKS F2N¥Y 2F I OSMNIATASR OK

Reserve Requirements

. Se2yR GKS YA
meet their obligations, borrowers should disclose and verify all other liquid ass&fsfunds cannot be
used for reserves

YAYdzY NBASNWS NBIljdzZANBYSyia

Reserve Requirements

FYR AY

Occupancy Loan Amount Number of Months of PITIA
X bmZnnnznnn 3
_ ) X PmMXZnnnZ»80%0 6
Primary Residence
$1,000,00% $1,500,000 6
$1,500,00% $2,000,000 9
X PmMmEInnnzn 6
Second Home $1,000,00% $1,500,000 12
$1,500,002 $2,000,000 18
Investment Property X bmZnnnzn 6
X bmZnnnznnn 6
First Time Homebuyer X bPwmZnnnZ»80M0 9
$1,000,00% $1,500,000 9
Back to Top
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Reserves foAdditional 1-4 Unit Financed Residential Properties Owned
1 If borrower owns up to 4 financed-4 unit properties, an additional 3 months PITIA reserves for
each property is required
1 If borrower owns between 5 and 10 financed! linit properties
0 An additional 6 months PITIA reserves are required for each property
0 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

NOTE:If excluded fronthe count of multiple financed properties, reserves are not required.

Financing Concessions

Interested party contributions include funds contributed by the property seller, builder, real estate
agent/broker, mortgage lender, or their affiliates, oryaother party with an interest in the real estate
transaction. Interested party contributions may only be used for closing costs and prepaid expenses, ar
YIe yYySOSNI 6S FLIWX ASR (G2 Fyeée LERNIA2Yy 2F GKS R2
reserve requirements.

Maximum IPCs are as follows:

LTV/CLTV/HCLTV Limit and Transaction Type Percent Limit
Primary residences with LTVs > 80% 3%
t NAYFNE NBAARSyOSa FyR {S 6%
Investment Properties (regardless of LTV) 2%

NOTE:Sales concessions include vacations, furniture, automobiles, securities, or other giveaway i

Seller Concessions

All seller concessions must be addressed in the sales contract, appraisal, andl/GRID A seller
concession is defined as amydrested 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 tl
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 a:
indicated by the sales contract and appraisal.

If any value is ass@ted 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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Appraisal Requirements
1 Full appraisals are required on all transactions (1004 or 1073). See table below for appraisi
requirements.
0 Investment properties must contain a comparable rent schedule
0 Appraisals must be completed for the subject transaction. Use of a prior appraigaidless of
the date of the prior appraisal, is not allowed
1 Appraisals must be ordered through your MiMutieesigned AM@n all transactions, including
correspondent.
Transferred appraisals are not allowed.
No recertifications of value are permittedif appraisal is over 120 days old, a new full appraisal is
required
1 Collateral Desktop Analysis (CDA) with accompanying MLS sheets ordered from Clear Capital
required to support the value of the appraisal (unless two full appraisals are obtained).
o fGKS /5! NBlOdaNya | @IfdzS (GKIFId Aa WAYRSGHISN)A
appraised value that exceeds a 10% tolerance then one of the following requirements must be met
A A Clear Capital BPO (Broker Price Opinion) and a Clear &aialReconciliation will be used
for the appraised value of the property. MiMutual is responsible for ordering the BPO and the
Value Reconciliation through Clear Capital
A A field review or 2 full appraisal may be provided. The lower of the two valudsbe used as
the appraised value of the property. MiMutual is responsible for providing the field review or
second full appraisal
1 Escrow holdback accounts are not eligible. Any repairs or improvements must be fully completed pric
to closing, anakvidence of satisfactory completion is required.
0 2KSYy G662 FLIINIAALFEA FNBE NBIdZANBRE YR 020K |
acceptable to provide only one 1004D
1 When 2 appraisals are required, the following apply:
o Appraisals mudbe completed by 2 independent companies
o The LTV will be determined by the lower of the two appraised values as long as the lower apprais
supports the value conclusion. The final inspection and/or recertification of value must be for the
appraisal with tle 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
N LISOGAZ2Y 6KSYy LI AOFof S 62 mnnn5a FNB y
1 For properties purchased by the seller of the property within 90 days of the fully executed purchase
contract, additional requirements will apply:
0 Second full appraisal is required
o Property seller on the purchase contract must be the owner of record
0 Increases in value should be justified and documented with commentary from the appraiser anc
recent paired sales

= =4

NOTE:These requirements do nopply if the seller is a bank that received the property as a reg
of foreclosure or deeth-lieu
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Appraisal Requirementby Loan Amount

First Lien Loan Amount Appraisal Requirement
Purchase Transactions
»$2,000,000 One (1) Full Appraisal
> $2,000,000 Two (2) Full Appraisals
Refinance Transactions
X bmZpnnZnnn One (1) Full Appraisal
> $1,500,000 Two (2) Full Appraisals

A second or subsequent appraisal must not be ordered, obtained, used or paiddonmection with a

mortgage financing transaction unless:

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

1 such appraisal is done pursuant taitten, pre-established bona fide preor postfunding 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 appraisaltdited the
highest value or

1 asecond 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 Developmen{®UDS)

Modular homes (not manufactured)

Condominiumsrfiust be FNMANVarrantable)

o CPM certificates allowed

o FRull review required unless permitted below, warranty to FNMA guides

o Limited review allowed for attached units (includingt 2init projects) irestablished condominium
projects as long as the following requirements are met:

A Primary residence with maximum LTV/CLTV/HCLTV of 80%

Second home with maximum LTV/CLTV/HCLTV of 75%

Limited review requirements per FNMA are met, and the property is eligibleniited review

Projects located in Arizona, Florida, Nevada, Michigan, Tamdsare not eligible for limited

review

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

o Florida condominiums limited to 50e4’V/CLTV/HCLTV on investment transactions

(continued on next page)

= =4 4 -4 A8 -
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f t NPLISNIIASa gAGK X nn | ONBa
o t NPLISNIIASa B mn ONBAE& YR X nn | ONB& Ydzad YS
A Must be common and typical for the area, with a maximum 35%-tarvalue ratio
A No incomeproducing attributes
A For transactions > 20 acres:
1 Transaction must be 5% below maximum LTV/CLTV allowed for program
1 20, 25, 30 year fixed rate terms only
1 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
No active drilling. Appraiser to comment or currsarvey to show no active drilling
o0 No lease recorded after the home construction date.-r&mrding of a lease after the home was

constructed is permitted.

0 Must be connected to public water

o

NOTE:Properties that fall outside these parameters can be considered on an exception basis

Ineligible Collateral

Ineligible collateral includes:

CoOps

Properties subject to leasehold

Unique properties / log homes

2-4 unit second homes

Model home leasebacks

Nonwarrantable condos

Condotels

Manufactured/Moble homes

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

Working farms, ranches, or orchards

Properties for which the appraisal imdites 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 th
sole source of heat)

Properties without water or public electricity connections to the site

Properties with a private transfer covenant

=4 =4 -8 -4 8 4 -5 -4 -9
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FEMA Declared Disaster Area Policy
The FEMA Declared Disaster Area Policy applies to all areas eligible for individual and/or public assistat
due to a federal government disaster declaration.

Effective Date of Disaster Policy
The disasteqarea policy becomes effective as of the incidperiod 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 properyspection
requirements apply:
1 Disaster Incident Period:

0 Begin Date: January 15

o End Date: January 17
91 Disaster Declaration Date: February 2
1 Effective Date for Disaster Procedures: January 17

Based on the dates noted in the above example, all appraisals performed on or beforeyJariuar
would require the appropriate rnspection 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 anyeeffon 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
Note date that is within ninety (90) days of the end date of the disaster incident period. The disastel
policy is also in effect for loans with a padbsing disaster and prior to date of sale to investor.

Appraisal and Rénspection Requirements

To ensure the property value has not been impacted by the disaster, adaster property
inspection is required. Thmspection 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:

1 Property is fre from damage and the disaster had no effect on value or marketability.

1 If the reinspection indicates damage, the extent of the damage must be addressed. Completion o
repairs is required as evidenced by Form 1004D/442, Appraisal Update and/or ComBlegiort,
or other post disaster inspection report, with photos of interior, exterior, and neighborhood.
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Standard Appraisal Performed After Incident Period End Date for Disaster

Appraisal must include written certifition by the appraiser that:

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

1 If the appraisal indicates damage, the extent of the damage must be addressed. Completion c
repairs is required as evidenced by Form 1DE42, Appraisal Update and/or Completion Report,
with photos of interior and exterior.

tfSrasS y264S GKFG Cc9a! YIF1Sa dzlRIFGSa (2 GKSANI
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

1 POA to be recorded alomgth security instrument in those states requiring recordation.

1 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 mudbe notarized and unless otherwise required by applicable law, must reference the

address of the subject property.

71 Only relatives (as defined by FNMA), fiancé, fiancée or domestic partners of the borrower may b
named to act as an attornep-fact.

1 It mug be confirmed that the POA complies with all state laws

1
1

Restrictions on the Use of a Power of Attorney

Except as required by applicable law, the following restrictions apply:
1 Borrower(s) must sign at least the initial 1003/disclosures.

1 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 propertynust not contain an unacceptable title impediment,cinding unpaid real
estate taxes and/or survey exceptions. If surveys are not commonly required in a particular jurisdiction, a
ALTA 9 Endorsement must be provided. If it is not customary in a particular area to supply either th
survey or an endorsemethe 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 stateldere, Fannie Mae title insurance guidelines should be followed.
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Jumbo Choic&on-QM

Jumbo ChoicBonQM is anon-QM loan with any of the following attutes: DTI > 43%Qualifying income
stream using asset depletion calculationvestment purchase transactions using rental income with no lease
agreement provided or ceparture residence excluded from DTI when the property is not listed for sale or

leased to rent at the time of the subject transaction.

All JumboChoiceQM guidance will apply unlesspecificallynoted within this chapter

AvailableTerms

1 Fixed Rate: 30, 25, 20, 15, 10 year
o Fixed Rate Interest Only: 30 year term. 10 year IO period.

1 ARM: 5/1 LIBOR, 7/1 LIBOR, 10/1 LIBOR (ARMSs carry a 30 year term and are fully amortizing)
0 ARM Interest Only: 5/1 and 7/1. 30 year term with 10 year 1O period.

Ineligible Features

1 Loanghat exceed the 3% Points and Fees cap

1 High Cost loans (Federal, State, or Local)

1 Non-Standard to Standard refinance transactions (ATR Exempt)

o A nonstandard mortgage includes various types of mortgages that can lead to payment shock an
result in default,such as ARMSs, 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. Howevéhese flexibilities are nopermitted underthe JumboChoice
Non-QM program; all loans must meet all 8 ATR factors.

Balloons

Graduated payments

Temporary buydowns

Loans with prepayment penalties

Convertible ARMs

= =4 4 -4 -4

Higher Priced Mortgage Loans (HPMLS)

1 The loan must have an escrow account for a minmimaf 5 years

1 If the property was acquired by the seller less than 90 days from the purchase agreement and th
LIdZND Kl 88 LINKAOS SEOSSRa GKS asStfSNDa | Olidzaaaida
required. Bank owned properties are noterpt.

1 If the property was acquired by the seller between®80 days from the purchase agreement and the
LIJdZNO K &8 LINAROS SEOSSRa (KS aStftSNDa | Oljdzaaiida
required. Bank owned properties are not exempt.

1 If a second appraisal is required for one of the above two reasons, the borrower may only be charge

for one of the appraisals.
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Qualifying Rate

1 Fied Rates: Note rate

1 5/1 ARM: Greater of the fully indexed rate or Note Rate + 2%
1 7/1 ARM: Greater of the fully indexed rate or Note Rate

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

NOTE:Interest Only loans must be qualified using the fattyortizing payment (not the 10 payment)

Maximum DTI

Standard Amortization (No#nterest Only)

1 Fixed rate: 49.99%

1 ARM: 47.00%

1 LTVICLTV over 80% (Fixed and AR88.00%

Interest Only
T CAESR NI} GS 3 !'wa X ym: [¢+Y oc dn x>
1 Fixed rate & ARM > 80RAV: 28.00%
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LTV/CLTV/HCLTV
Primary Residence | Purchase and Rate/Term Refinance
. . Maximum .
TransactionType Units FICO LTV/CLTV/HCLTV Maximum Loan Amount
680 90% $1,000,000
Purchase and 1-2 661 80% $1,500,000
Rate/Term S
Refinances 680 75% $2,000,000
1-4 661 70% $2,000,000
Primary Residence | Cash Out Refinahce
. . Maximum Maximum Loan :
Transaction Type Units FICO LTV/CLTV/HCLTV Amount Maximum Cash Out
680 80% $1,000,000 $250,000
Cash Out 1-2 661 70% $1,000,000 $250,000
Refinance
661 60% $1,500,000 $500,000
Second Home | Purchase and Rate/Term Refinance
. . Maximum :
Transaction Type Units FICO LTV/CLTV/HCLTV Maximum Loan Amount
0,
Purchase or 80% $1,000,000
Rate/Term 1 661 70% $1,500,000
Refinance 65% $2,000,000
Second Home | Cash Out Refinance
. . Maximum Maximum Loan .
Transaction Type Units FICO LTV/CLTV/HCLTV Amount Maximum Cash Out
Cash Out L 661 65% $1,000,000 $250,000
Refinance 60% $1,500,000 $500,000
Investmenf | Purchase and Rate/Term Refinance | Cash Out Refinance
. . Maximum .
Transaction Type Units FICO LTV/CLTV/HCLTV Maximum Loan Amount
Purchase 14 680 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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IFirstTime Homebuyers are subject to a maximum loan amount of $1,000,000. Loan amounts up to $1,500,000 allowed in CA and |
SeeEligible Borrowesection for specific requirements for FTHBs.

2The following requirementpply for transactions with LTVs greater than 80%
1 Ml not required
1 Secondary financing is allowed. Sesondary Financirfgr details
Maximum DTI 38%
1 Nonpermanent resident aliens not allowed
1 Escrow account riired for loans > 80% LTV unless prohibited by applicable law

3The following requirements apply for investment property purchases, rate/term refis, and cash out refis:
1  Florida condos limited to 50% LTV/CLTV/HCLTV
 Gift funds not allowed
§ Transactonmusd S | N¥Qa f Sy3idK
1 Appraiser to provide comparable rent schedule
1 FTHBs not allowed

4Texass0(a)(6) refinances are only allowed on 20, 25, 30 year fixed rateTe8a&0(a)(6) Refinancesection for furthedetail.

NOTES:
1 Jumbo Choice Ne@M is a norQM loan with any of the following attributes:
0 Interestonly product
Debtto-Income ratio > 43%
Qualifying income stream using asset depletion calculation as outlined in the income section
Investment purchase transaction using rental income with no lease agreement provideRer&gdncome
Departure residence excluded from DTI when the property is not listed for sale or leased to rent at the tinseitgethe
transaction. SeBeparture Residence
Minimum loan amount is $1 over the conforming/high balance loan limit
Higher Priced Mortgage Loans (HPMLs) are allowed HBB# section for details.
Residual Income Calculation must be provided and must meet the residual income requirements indicated
Income/Employmensection

O O oo

= =4 =4

Underwriting

Manual underwriting is requiredregardless of AUS documentation waivers. However, DU findings are
required on all Jumbo loans. The recommendation may be Approve/lneligible, with the only reason fo
ineligibility being the loan size.

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

1 All loans must benanually underwritten and fully documented. Full income and asset verification is
required. No documentation waivers based on AUS recommendations permitted.

1 All credit documents, including title commitment must be no older than ninety (90) days fromaiee N
date.

1 All appraisals must be no older than 120 days from the Note date. Recertification of value is no
allowed. A new appraisal is required.

1 QM designation must be provided in the loan file. For the Select@dnprogram;
o0 QM designation is Ne@M/ATR or
o QM designation is Exempt for investment property transactions when the transaction is exclusively

for business purposes

A Investment property transactions require an attestation form the borrower stating the property
is used 100% of the time for busirsegurposes 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 No@M/ATR for Select Ne@M loans.

A Cashout refinances of investment properties must alsontain an attestation regarding the
proceeds from the cash out refinance. If 100% of the proceeds are not used for busines:
purposes, the loan is subject to ATR and the designation would beJNUATR.

1 Loan file must document the eight (8) Ability to RegAyR) rules identified in Part 10Z8uth-in-
Lending (Regulation Z).

1 Residual income calculation must be provided amekt theresidual income requiremenigadicated in
the Income/Employment section of this guide.

1 If sWbject transaction is paying off a HELOC that is not included in the CLTV/HCLTV calculation, the Ic
file must contain evidence the HELOC has been closed.

1 If the 1003, title commitment or credit documents indicate the borrower is a party to a lawsuit,
addil A2yt R20dzYSyidl A2y Ydzad o6S 20dGFAYySR (2 RS
to repay, assets or collateral.
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Mortgage Payment History
If the mortgage holder is a party to thteansaction 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.

Sigred letter of intent from borrower indicating the
intend to rent the departure residence within 90 days
closing on the subject transaction.

Copy of current lease agreement.

Copy of security deposit and evidence of deposit i
borrower's account.

Departure residence must havenainimum of 20% equity
after deduction of outstanding liens tase rent to offset
the payment.

If less than 20% equity, the fylayment with no benefit
of rentmust be included in the DTI.

Equity in the departure resideecmust be documented
with the prior purchase price, AVM, BPO or 2058erior
appraisal dated within siX6) months of the subjec
transaction

Departure residence must havenginimum of 20% equity
after the deduction of outstanding liens toise rent to
offset the payment.

If less than 20% equity, the fydlayment with no benefit
of rent must be included in the DTI.

Equity in the departure residenceust be documented
with the prior purchase price, AVM, BPO or 2058erior
appraisal dated within siX6) months of the subject
transaction.

Market Rent Survey is required byliaensed appraiser
Rent calculationis 75% of the market rent less PITIA.

Any negative amount must kiacluded in the DTI.

Any positive rental income disregarded for the income
calculation and can only be used affset the payment

Rental calculation is based on 7%fothe lease amount
less PITIA. Anyegative amount must be includdd the
DTI. Any positive incomeiigcluded as rental income.

Required reserves for departurgesidence = 9 monthg
PITIA

Required reserves for departureesidence = 6 month
PITIA

Maximum LTV/CLTV/HCLTV on tbject transaction ig

80%

No limit on LTV/CLTV/HCLTV, reéfeprogram maximum

03.26.2018
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Departure Residenc® be Sold

Option 1: Not Under Contract

Option 2: Under Contract

No contract required for departureesidence (not undet
contract orlisted for sale).

Signed letter of intent fromborrower indicating they
intend to list the departure residence for saleithin
ninety (90) days of closing @ubject transaction.

A copy of an executed sale®ntract for the property
pending sale and confirmation alkontingencies have
been

cleared/satisfied.

The departure transaction must bdosing within 30 dayy
of the subjecttransaction.

The pending sale transaction m@stS I N Q& f

Equity in the departure residenceust be documented
with a 2055exterior appraisal or full appraisal.

Departure residence must havensinimum of 20% equity
after deduction of outstanding liens toexclude the
payment from the DTI.

If less than 20% equity, the fygayment must be include(

No appraisal required for departuresidence.

The borrower must be netting positive number from the
sale ofthe property or &sets must beaccounted for to
cover any fundsthe borrower may have to bring t
closing on the sale of the departuresidence.

in the DTI.

Required reserves for the departuresidence are base(
on the marketing time indicated by thedeparture
residence appraisal:

Required reserves for the departuresidence = 6 month

If appraisal indicates marketing tind six (6) months ol PITIA

less = 12nonths PITIA

If appraisal indicates marketing tinoeer six (6) months 1
24 monthsPITIA

Maximum LTV/CLTV/HCLTV on tubject transaction ig
80%.

No limit on LTV/CLTV/HCLTV, reéeprogram maximum.

An Income Calculation Worksheet is required on all loanEannie Mae Form 1084 is required for self
employedincome analysis.

AssetDepletion

Calculate the depletion of assets using a 3% return over the life of the loan; the same as calculating a F

payment for a mortgage.

1 For borrowers >59 % years of age, all pdesing retirement and liquid assets may be used in the
calculationi the assets are fully vested and unrestricted.

1 For borrowers <59 ¥, all peslosing liquid (nosretirement) assets can be included in the calculation.
o Minimum liquid postclosing assets of $500,000 required to include asset depletion for qualifying

income.
1 Business funds are not allowed for income calculation

Unacceptable Income Sources

a2NIL3IF3IS RAFFSNBYGAFIE LI evySyida FTNRY Iy Svagha@e S\
permitted.
Back to Top
03.26.2018 102



Jumbo Underwriting Guidelines Jumbo Choice NeQM
Rental Income

All Properties (Except Departing Primary Residence)
1 Lease agreements must be provided if rental income is used for qualifying pusgesept:
o If the subject property is the purchase of an investment property, a lease agreement may not
be required if the fobbwing are met:
A Borrower(s) have a demonstrated landlord history for the most recent 2 years on tax
returns,or
A Maximum LTV/CLTV is 65%
A In either case, a comparable rent schedule by the appraiser is required on all investment
property transactions

Departure Residence
SeeDeparture Residender specific requirements

Reserve Requirements

Reserve Requirements
Occupancy Loan Amount Number of Months of PITIA
HMemznnnznnn @} 6
, ) X Pm2nannnznnn 12
Primary Residence

$1,000,00% $1,500,000 9
$1,500,00% $2,000,000 12
X PmZnnnzn 12
Second Home $1,000,00% $1,500,000 18
$1,500,00% $2,000,000 24
Investment Property X bPmZnnnzn 12
X bPpmZnnnzZnnn 12
First TimeHomebuyer X PmZnnnznnn 15
$1,000,00% $1,500,000 15

Interest Only Products Reserves are based on the qualifying PITIA

Reserves for Additional-24 Unit Financed Residential Properties Owned
1 Anadditional 6 months PITIA reserves are required for each property
1 If excluded from the count of multiple financed properties, reserves are not required

Higher Priced Mortgage Loans
SeeHigher Priced Mortgage Loafs appraisatequirementson HPMLs
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Jumbo Core

Unless otherwise addressed in these Core Jumbo guideheasore restrictive of the FNMA Selling Guide or
Appendix Q must be followed\ll loans must meet QM Safe Harbor requirements, including all requirements
of the Ability to Repay (ATR) Rul®ebuttable Presumption QMHPML and HPQ@re not eligible.

Available Products

Fixed Rate: 30, 15 year

QualifyingRate

Note rate

Occupancy

Primary Residence

An

owner occupied primary residence is a property that the occupant borrower(s) intends to occupy a

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 providetttize 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
applicatian.

Second Home

T

T

03.26.2018

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 yessund occupancy and must not be located in the same
market area as the borrower's ijpnary residence

Second homes may be located in a major metropolitan area that the borrower visits on a regulal
basis with a letter of explanation from the borrower stating the reason that the home is not located
in a vacation/resort area.

Transactions whe 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 andpifoperty must not be sulact

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.F3eperty Eligibility

Rental income may not be used 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 &r loss
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 yeesund rental and occupancy.

LTV/CLTWatrix
Primary Residence
Property Maximum Min Mos Max | Property Maximum Min Max Mos Max
Type LTV/CLTV Loan Amt Score Reserves | DTI Type LTVICLTV Loan Amt | Score | Cash Out | Reserves DTI
lSLIJ:r;t 80% $2,000,000 720 12 80% $1,500,000 720 $300,000 12
D;;Jc?l’ed 80% $1,000,000 700 6 1 Unit 65% $1,500,000 720 $500,000 12
1-unit SFR,
condo 65% $2,500,000 760 18 PUD, 80% $1,000,000 | 700 $300,000 6
Attached Detached
Coicdoec 1-unit
Cond
NotAZ, | 75% | $1,000,000 700 6 o9 ese6 | $1,000,000) 700 | $500,000 6
FL, MI,
NV 43% 43%
Attached
(X’Z"dlff 70% | $1,000,000 | 700 6
MI,NV, 80% $1,500,000 720 | $300,000 12
> Uni 80% $2,000,000 720 12 2 Units
nit
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
-4 Uni
70% $1,000,000 700 6 65% $1,000,000| 700 | $500,000 6

Investment Property

Property Maximum Min Mos Max | Property Max Loan Min Max Mos Max
Type LTvICLTV Loan Amt Score Reserves DTI Type LTVICLTV Amount Score | Cash Out | Reserves DTI
1 Unit 75% $1,000,000 720 6

SFR,

PUD,
Detached 70% $1,500,000 720 12

1-Unit .

Condo 1-Unit
Attached PSSS

Condog 40% Detach’e d 60% $1,000,000 760 n/a 12 38%
Not AZ, 70% $1,000,000 720 6 .
1-Unit

FL, MI, Condo

NV
Attached

Condog o

AZ FL, 65% $1,000,000 720 6

MI, NV

Key Program Requirements

1  Cash to Borrower:Lesser of 1% or $5,000 max for rate/terefinance transactions. Sé®an Purpose
M1 LTV/CLTV/HCLTV:
Lo&h $urposéor LTV/CLTV calculations. HCLTV is not calculated for this program.
C 2riNé c&ntid3 Kreater than 4 stories, reduce maximum LTV/CLTV by 5%. See Condominiums and PUDs
{ $&it Marke§ MSA Tabfer the list of MSAs requiring a 5% LTV/CLTV reduction and other restrictions.
Loan Amount Minimum:Minimum loan amount is the maximuffannie Mae General Loan Lirfribt highcost area hit) + $1
Refinanceg Recently Listed:Refinance of properties listed within the previous six months are not eligibleL&eePurpose
Reserves, Eligible Assets, and Funds to Cl@&e matrix above for numberof iyidil K& Q@ NB A SNBSS & ¢
State and Geographic RestrictionSeeState and Geographic Restrictidios requirements by property state. Notd&exass0(a)(6) Texas
50(f)(2),and 24 unit properties in New Jersey are noigéble. Also see th8oft Markets MSA Table
1 Additional Reserve Requirementqalso sedBorrower Eligibilityestrictions)
Additional Financed Propertiesadd 2 months subject property PITIA reserf@seach additional financed property owned
Current Residence Pending Sakedd 6 months liquid reserves based on the PITIA of the retained property

E R ]
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Conversion Opbn
Not convertible

Assumption Feature
Fixed rate mortgages are not assumable.

Documentation Requirements

Full doc. Manual underwriting requirements apply, regardless of AUS documentation waivers. Howeve
DU findings are required on all Jumbo loansdemonstrate 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.

LoanApplication

The initial and final loan applications must be complete, inolgd 2 year history of employment and

residency and all personal information for each borrower (SSN, date of birth, address, and education

LF I 02NNRBoSNDa SYLX 2eYSyid KAaG2NER AyOfdzRRSa

years of emplosnent, therefore covering a longer period of time. All declaration questions must be

marked indicating the method of taking the application: facdace, by telephone, or by mail. The

AYOGSNIBASHESNRAE yIYS YR SYLX 2@ SiNpphcdians mustde sipaed LIt

and dated by the borrower.

T CAYyLFf wmnno LWL AOFIGAZ2Y F2N) Oft 2aAy3 Ydzaid | RKS
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.

1 Where conflicting information exists between or within documents, an adequate explanation must
be provided, documentedand included in the loan file.

Mortgagelnsurance
No mortgage insurance is required at any LTV.

Borrower Eligibility

Loans toOne Borrower
Maximum is the greater of the Note amount of one loan, if greater than or equal to $2,000000,
combined loa 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 includesobut is n
limited to a valid Social Security card, a current paystub, a W2, or tax transcripts. Any SS
discrepancies that are identified must be resolved.

Maximum Borrowersper 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 ]

4 unit properties, including the subject transaction. This does not include commercial properties,

vacant land, imeshares, or manufactured homes not titled as real property.

1 Partial or joint ownership is considered the same as total ownership in the property.

1 Ownership applies to financed properties owned by the borrower, including any properties the
borrower ownsoutside of the United States.

1 A borrower who is obligated on a mortgage, regardless of whether they hold title to the property is
included in this limitation.

1 These limitations apply to the total number of all financed properties, not to the number of
mortgages on the property.

1 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
1 All borrowers must be individual, natural persons, and:
o Citizens othe United States or of a US Possession or Territory, or
o A Permanent or Nof*ermanent Resident Alien with documented proof of lawful residence as
described in the table below
A NonPermanent Resident Aliens are limited to primary residences only, with maximu
LTV/ICLTV of 75% for2lunits, and 70% for-8 units
1 Living trusts may be eligibleseeTrusts
1 All Borrowers must have a valid social security number B®ewer Identification

Ineligible Borrowers

1 Nonindividual legal entities such as corporations, general or limited partnerships, LLCs, real estat
syndications, or investment trusts

1 Borrowers with diplomatic immunity, or Foreign Politically Exposed persons

1 Foreign Nationals, NeResident Aliens

1 Non-occupant coborrowers

Back to Top
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NonUS Citizen Documentation Requirements

APermanent Resident is a ndS Citizen who is

legallyeligible to maintain permanent residency in

the US, and holds a Permanent Resident card.

Document legal residency with one of the following

9 A valid and current Permanent Resident card
(form F551)

¢ ! LI aaLRNIL adl Y-BI&.R
Temporary evidece of lawful admission for
permanent residence. Valid until :
9YLX 28YSy(d ! dziK2NRAT SR
the holder has been approved for, but not issue
a Permanent Resident card.

a L.

First Time Homebuyers

Jumbo Underwriting Guidelines Jumbo Core

A Non-PermanentResident is a no#US citizen who
lawfully entersthe US for specific timperiods under
the termsof a Visa. Alon-Permanent Residerdtatus
may or may not permit employment. Verification of
one of the followings required:
Unexpired Employment Authorization Documert
(EAD) issued by the United Statetsz€nship and
Immigration Services (USCIS)
One of the following Visas: H series, 11, 6
series and TN Visa

Expiring Visadlf the authorization for temporary
residency status will expire within one year and a
prior history of residency status renewasist,
continuation may be assumed. If there are no prior
renewals, the likelihood of renewal must be
determined,based on information from USCIS:
1 A valid passport, letter from employer/sponsor
and an 194 proving work authorization.

*Qccupancy antdTV/CLTV restrictions apply. See
NonPermanent Resident Alien requirements above

A First Time Homebuyer (FTHB) transaction is one where no borrower has had an ownership intere
(sole or joint) in a residential property during the three year period preceding the date of the purchase
of the mortgaged premisesr has a scheduled mortgageyment history of less than 12 months.

1 One unit primary residences only

1 ForFTHBsurrently 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 usead lieu of cancelled checks when the landlord is a large,

documented management company

= =

03.26.2018

Borrowers living renfree must provide a satisfactory letter of explanation
The greater of 12 months reserves or the minimum reserves frorbk INECLTV matrix is reqed
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Exclusionary Lists

If any party on any industry or Agency Exclusionary List played a role in the origination through close

the mortgage loan or the underlying real estate transaction, or in the servicing ohtintgage 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:

1 GSA EPLS / SAM. The review of the GSA EPL must include acseactbris taken across all
Federal Agencies

1 FHA/HUD Limited Denial of Participation list (LDP)

1 Freddie Mac Exclusionary List

1 FHFA Suspended Counterparty Program (SCP), available on the FHFA website

Identity of Interestand Noal NY Q& [ Sy 3JiK ¢NIyalOlAz2ya

Loans for transactions with Identity of Interest or nonNY Qa Sy 3 (i K areOrfottelgibl®. i S N
Examples of these types of transactions (not a completeitishyde:

T

il
)l
)l

Sales of properties betweeamily members (seg&stablished 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 anpleyee 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 requirementsétigible Transaction Types

1 The property seller must be the owner of record, and proof that the property seller has owned the
property for 12 months & a chain of title for the last 12 months is required.

1 Complete purchase agreements, including all addenda, are required. If the Purchase Contract h:

been assigned to buyer from a previous purchaser, then the loan is not eligible.

Identity of Interest @ loans withnod: Ny Qa f Sy 34K OKI NI OGSNAaGAOa

Excessive commissions and payouts are not eligible. Total real estate commissions and marketi

fee payouts (in cash or in kind) that exceed 8% of the sales price are considered excessive, a

must be deducted from the sales price for underwriting purposes and for calculation of LTV/CLT\

Total commissions/marketing fees for these purposes include, but are not limited to: marketing

FSSa: TFAYRSNIDA&A FSSaszs NBTSNdMhtfof saléS Sees Th® £igsingzt

Disclosure or Settlement Statement must be completed to include all fees and payouts as require

by applicable regulatory compliance guidelines.

= =
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All Refinance Transactions
All refinarce transactions must meet thhrequirements irineligible Transaction Types

)l
)l

T
)l

Loans with evidence of churning are not eligible

Properties listed for sale in the last 6 months (on or before the application dagefot 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 b
the owner of record, and proof that the bawer 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, s&easoning Requirements 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 transactiased on the requirements

in this section. Acceptable continuity of obligation is met when:

o0 At least one borrower obligated on the new loan was also a borrower obligated on the existing
loan beng refinanced, and

o0 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

0 The borrower musbe 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 musineet the requirements imneligible Transaction Typemd All

Refinance Transactions

T

T

03.26.2018

Maximum cash to borrower not to excedige lesser of 1% or $5,000 of the principal amount of the
new loan
Reasonable and customary closing costs,-paiel items and seasoned junior liens may be
incorporated into the loan amount
Seasoning Requirements:
o First Lien(for properties owned < 12 nmths):
A Value should be based on the original sales price
A If improvements have been made since the time of purchase, the LTV can be based on th
appraised value but costs of improvements must be documented
A If the value has increased by greater than 15% tptp@phs of improvements are required
o Closed End Seconds: One year seasoning on junior liens from funding, unless documentation
provided to verify the lien was incurred as part of acquisition.
o HELOCs
A If funds were received in excess of 1% of the neanlamount or $2,000, whichever is
greater, within 12 months prior to the new loan, the new loan will be considered a cash out
refinance
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WSTAYIFYOS (2 o0dz22dzi Fy20KSNIJ LI NI & Qa bjesf GoS NS

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 foinds (such as a divorce decree).

o Cash received by the borrower must not exceed the lesser of 1% or $5,000 of the principa
amount of the new loan

Installment Land Contracts and mortgage loans used to pay off a Contract for Deed are not eligible

For owne occupied properties located ihexasa copy of the current mortgage or Note is required

to determine the previous terms are not subjectTexasSection 50(a)(6)r 50(f)(2)requirements

CashOut Refinance Transactions

All

cash out refi transactions must meet the requirementdniligible Transaction Typemnd All

Refinance Transactions

T
)l
1

03.26.2018

Primary residence only
Refinance of Résuctured Loan or Short Pay off Loan is not allowed
Seasoning requirements:
0 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 symjegerty (Note date to
application date)
o Properties owned at least 6 months, but less than 12 months:
A If owned less than 12 months, value should be based on the original sales price
A If improvements have been made since the time of purchase, the LTV damsbd on the
appraised value but costs of improvements must be documented
A If the value has increased by greater than 15%, photographs of improvements are required
Cash out limitations include payoff of unseasoned second mortgages (etosedeconds and
HELOCs) and/or nemortgage 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 éxasConstitution are ineligible

Delayed Financing

Borrowers who prchased the subject property less than 6 months ago are eligible for a cash out

refinance if all of the following requirements are met:

1 The new loan amount must not be more than the actual documented amount of the borrower's
initial investment in purchaspg the property plus the financing of closing costs, prepaid items,
and points

1 The purchase transaction was an arm's length transaction. If the seller of the property was &
legal entity, the principals of the entity must be documented

1 The purchase transaoh is documented by theHUD1 Settlement Statemenbr Closing
Disclosurewhich 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 HUD1 Settlement Statemenor Closing Disclosurié such a
statement was not provided to the purchaser at time of sale
(continued on next page)
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1 The LTV/CLTV must be based on the lessaeth@foriginal purchase price or the current
appraised value

1 The source of funds for the purchase transaction must be documented. Funds cannot be fron
gift, borrowed, or business funds

1 The preliminary title search or report must not reflect any existingslien the subject property

1 All other cash out refinance eligibility requirements are met and cash out pricing is applied.

Ineligible Transaction Types

1 Loans to finance the initial construction of a dwelling, or (one time close) constrdction
permanentloans, or constructiosto-perm financing when the borrower held title to the property
during the construction phase

1 Primary residences ifexassubject toTexasSection 50(a)(6pr 50(f)(2)
o For all Texasrefinance transactions, a copy of the previous Notesecurity instrument is

required to document that the new loan is not a 50(a)§6p0(f)(2)transaction

1 Primary residence or second home loans that are not Safe Harbor QM, includingobigh

mortgages or highepriced mortgages (HPML or HPCT)

Loanswith temporary buy downs or prepayment penalties

Contracts for Deeds or Installment Land Contracts

= =

Secondary / Subordinate Financing
See theLTV/CLTV Matrbor maximum transaction CLTV. No HCLTV is calculated for this program.

CLTV Calculation

HELOCs are included in the CLTV calculation as follows:

1 The entire credit line limit based on the recorded lien (mortgage/deed of trust) must be used to
calculate he CLTV and determine program eligibility.

1 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 Na¢ and a certified copy of the security instrument indicating that it is being recorded
subordinate to the new first lien are required.

Resubordinating Lien Documentation
A copy of the Note and a certified copy of the executed subordination agreememg(ovalent, as
required by applicable state law) must bbtained

NOTEVirginia Automatic Subordinations meetikig Code Ann. § 558.3are acceptable for singlg
family residence transactions if the second lien amount is not greater than $150,000
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Subordinate Lien Requirements

1 Mortgage must be clearly subordinate to teabject mortgage

1 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 includeddnding and debt ratio analysis
Scheduled payments under tlseibordinate financing must be due on a regular basis, e.g., monthly,
guarterly, or semannually, but no less than semannually and must be at least sufficient to meet
the interest due.

1 Subordinate financing must fully amortize during its term.

T
)l

HELOCd&yment Calculation

To calculate the qualifying payment of a subordinate HELOC, fBlowie Mae Selling Guide Section
B.3.6.I1f the HELOC does not report a balance, there is no recurring monthly debt obljgadian
equivalent payment amoun(based on e line amount or otherwisedoes not need to be developed

Employer Provided Subordinate Financing

{dz0 2 NRAYIFGS FAYFYyOAYy3a NBOSAOSR FTNRY (GKS 02 NNEP
or a mortgage loan, and does not need to require ragglayments 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 paymisn

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 orrower no longer works for the employer and may not require repayment in full

unless:

o0 The borrower terminates his or her employment for any reason, or

0 ¢CKS SYLX 28SN) GSNX¥AYIFGSa (GKS 02NNRgSNIEm SY
disability, theed YA Y A2y 2F GKS SYLX 28SSQa LlaArAdAazy

= =4 =4 4 A

Ineligible Subordinate Financing

Subordinate mortgages through a Community Second Mortg&@AProgram

Subordinate mortgages held by the property seller

Tax and judgment liens

Subordinate mortgages subject to an interest rate {oloyvn 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 thathe lack of payment may result in negative equity and negative
amortization is not a feature of the product), contain a balloon feature, oprepayment
restriction/penalty

1 Subordinate mortgages that have wraparound terms

il
1
il
il
1
1

Backto Tp

03.26.2018 113



Jumbo Underwriting Guidelines Jumbo Core

Credit Report
A Residential Mortgage Credit Report (RMCR) or traditionathdérge with applicable supplements is
required for all borrowers.

Frozen Credit
Not permitted. If a borrower unfreezes their credit after the initial report is thien a new trimerged
credit report must be obtained.

Fraud Alert
All credit reporst must include FACT Act messages and at least one repository fraud alert produ
(Hawk, FACS+, SafeScan, etc). Alerts must be resolved.

Inquiries
Credit reports must lisall 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
traditional credit sore from at least two of the following repositories: Experian, Equifax, and
TransUnion. Foreign credit is not acceptable.

Quialifying Score
For each borrower, qualifying score is the middle of 3 or lower of 2 scores, as applicable. Qualifyir
score fa 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 requiréa 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
1 A minimum of 3 active tradelines:
o0 Active tradelinesnay 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 maynot be used to satisfy the acceptable tradeline or minimum credit history

requirements:

9 Authorized user accounts

1 Nontraditional or foreign credit

1 Loans in deferment period

1 Accounts discharged through bankruptcy, judgments, chaffge collection accounts,
foreclosures, deedh-lieu of foreclosures, short sales, or giareclosure sales

Housing Payment History
The occupant borrower(s) must have a complete, most re@@wrhonths rental and/or mortgage payment
history documented in the file.

G a2 NI 3 3 BefiditdS RA U ¢

Payment histories on all mortgage tradelines, regardless of occupancy, including first and secon
mortgage liens, HELOCs, mobile homes, and manufactured homes are considered mortgage crec
even if reported as an installment loan.

Housing Pagnent Rating

Housing payment rating is inclusive of all liens, regardless of position and applicable to all mortgage
on all financed properties:

1 0x30 in the past 12 months

1 0x60 in the past 24 months

1 Subject mortgage must be current

Mortgage Payment Histoy

Must be on the credit report, or

1 Private Party Loans: documented by cancelled checks or evidence of electronic transfers (VO
alone is insufficient)

1 Institutional Lender: documented by cancelled checks, evidence of electronic transfers, or througt
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:
1 Credit report rating for 24 months (if institutional and the itigtion rates), or
9 Institutional VOR, or
1 Cancelled checks (with a copy of the lease verifying the due date), or
1 Evidence of electronic transfers
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Living Rent Free and First Time Homebuyers
SeeFirst Time Homebuyers

Significant Derogatory Credit Events and Tradelines

Serious Derogatory Credit Events

Foreclosure

Short Sale, Deeih-Lieu, | 7 years

or PreForeclosure Sale

Mortgage Included in
Bankruptcy

Bankruptcyg Ch. 7 or 11
Bankruptcyg Ch. 13

Multiple Bankruptcies | 7 years

Loan Modifications
(Restructured Loans)

7 years

Measured fromcompletion date of the foreclosure action. Any
repossession, or payment equal to or greater than 120 days of
any mortgage credit is considered a foreclosure

If a mortgage is included in a bankruptcy, the stricter

(seecomment) measurement for the bankruptcy or foreclosure waiting period

applies

Measured from discharge or dismissal to the disbursement da;
of the new loan

Measured from last dismissal to the disbursement date of the
new loan

If the borrower has a prior restructured loan or short payoff, thi

7 years new loan isligible for financing subject to compliance with all

foreclosure guidelines

Mortgage CreditNBf F 1 SR a{ SNA2dza 5SNRB3IFG2NE / NBRAG 9@Syisé
properties ownear previously owned, whether the borrower(s) owned the property solely or jointly.

Other Credit Events

Past Due Accounts

Judgments, Garnishments
Liens, and Potential Liens

Aggregate Charg®ffs and
Collection Accounts

Consumer Credit
Counseling (CCC)

03.26.2018

Loans where the borrower has past due accounts are not eligible, even if the borrowe

bringsthose accounts current prior to close

lff RSEtAYIldzSSyid ONBRAG 2o0tAdlGA2ya GKIG

ftASY LIRaAGAZ2Y 2NJ RAYAYAAaK {KSmustdidi@ af StN.

or before closing, including, without limitation:

1 Delinquent taxes, delinquent property taxes, tax liens, judgments, garnishments, ¢
YSOKIyA0aQ 2N YFOGSNARLFEfYSyQa fASya

Verification of sufficient funds to satisfy these obligations mhestiocumented, and
evidence of the payoff or satisfaction must be provided. Payment plans or subordinat
are not allowed.

Accounts reporting within the past 24 months are permitted when isolated accdavs
less than a $500 cumulative balance. These accounts may be left open provided they
not affect title.

Borrowers must provide a satisfactory explanation for participating in Consumer Credi
Counseling. A borroweray be eligible while they are in CCC provided all of the followi
criteria are met:

9 Credit score requirements are met;

1 vdzZ-ft AF@Ay3 NIGAz2a +FNB OFfOdzAZ F iSR 2y
credit report) versus the reduced CCC payment;

All accounts are current; and

Cash out refinance transactions are ineligible.

f
1
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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 deductedrfcome.
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.

.dzaAySaa 5So00 Ay . 2NNRgSNNR& bl YS
Include in personal DTI unless all of the following are met:

1 Evidence of payment by business for the past 12 months, and

1 No 30 day late payments in the last 12 months, and

1 Cash flow analysis of the business considered the payment as a debt.

If debt is intuded 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 savir
withdrawals, that the other party made satistacy payments for the past 12 months and the account

is current. Documentation for any omitted contingent liabilities, such as obligor cancelled checks, mus
be provided in the loan file.

CourtOrdered Assignment of Debt

If the borrower was not releasefrom liability, it must be included in the DTI or the following
documents must be provided:

1 Copy of the court order assigning the debt, and

1 Proof of transfer of ownership.

The payment history of the debt does not need to be considered after the tradsfier 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 geR> O2 LA Sa 27F
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 nibindicate 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 obligatior
SeeSecondary Financing

Installment Debt

Installment debt that is not secured by a financial asset, including student loans, automobile loans an
timeshares, etc., mudte included in the borrower's monthly debt obligationsthére 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 ar
installment debt is paid off at closing, the creditor must provide a payoff statement, and the same
balance must be rédcted as the payoff amount on the HUDSettlement 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 miber of months remaining.

Loans Secured by Financial Assets

Borrowers may use their financial assets (e.g. life insurance policies, 401k accounts, individu.
retirement accountsgertificates of deposit, stocks, bonds, etc.) as security for a loan. Tyraqud is

not required to be included in DTI if the applicable loan instrument shows the borrower's financial
asset as collateral for the loan. Sekgible 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:

1 Verification that property purchaser hag least a 12nonth history of making regular and timely
payments,

1 Evidenceof transfer of ownership,

1 Copy of the formal, executed assumption agreement, and

1 Credit report indicating consistent and timely payments were made. If timely payments for the
most recent 12month period cannot be documented, include PITIA for assumegepty in the
borrower's recurring monthly debt obligations.
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Other Real Estate OwnedLiability

Other Real Estate Owned documentation is required irrespective of whether or not income from those
sources is being used gualify.

1 Mortgage payments and related expenses on any real estate owned must be included in the

02NN GSNDRa NBOdZNNAY3I RSold 206fA3FGA2Yy D

1 Irrespective of whether income is being used to qualify, for each free and clear property owned by
the borrower, domwmentation 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, ¢
there are mortgages which are unaccounted for on the credit report, therush@ntation is
required.

1 SeeCurrent Residence Pending Sales or Conversion

Property Settlement BuyDut
This does not need to be included in the DTI, provided there is documentation to evidence the transfe
of title of the property.

Revolving Charges/Lines of Credit

Revolving charge accounts and unsecured lines of credit will be consideredefonglebts and
included in the DTI. If the credit report does not show a required minimum payment amount and there
isno documentation to support a payment of less than 5%, then 5% of the outstanding balance will bg
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 del
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 requir€de absence of a written
explanation from the borrower will render the loan ineligible.

Unreimbursed Employee Expenses

When a borrower has owtf-pocket, unreimbursed business, determine the recurring monthly debt by
developing an average of the expenses from the Schedule A aiR® Form 2106 for the number of
years required. When calculating the total DTI, the average for unreimbursed expenses should b
ddzo N> OGSR FTNRBY (KS 02NNRYgSNNa adroftS Y2y ikKte
Voluntary Recurring Debt

Not considered in the underwriting analysissubtracted from gross income (e.g. 401k contributions,
401k loans, union dues, commuting expenses, open accounts with zero balances, federal, state, al
local taxes, or other voluntary deductions).
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30-Day Accounts

Fa open 30day charge accounts that do not reflect a monthly payment on the credit report, @a$0
accounts that reflect a monthly payment that is identical to the account balance, either the borrower must
have sufficient assets to cover the balance, didition to funds required for closing costs and resenas,

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 op#y®ff in lieu of
verifying funds to cover the balance. The borrower must document the source of funds used to pay thi
balance while still having sufficient funds for closing costs and reserves.

Current Residence Pending Sale or Conversion

Pending Salef Current Residence

Reserve Requirements
1 An additional 6 months liquid reserves based on the PITIA of the retained property, and
1 Reserve requirements for the new loan per thEV/CLTV Matrix

DTI Calculation

Calcula¢ DTI using the PITIA of both the retained property #mel new primary residencegpr

gualify based only on the new primary residence PITIA if the following are met:

1 Executed, nortontingent sales contract for the current residence, or

1 Executed, contingensales contract and confirmation that any financing contingencies have
been cleared

Back to Top
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Conversion of Primary Residence to Second Home or Investment Property
Ifthedo 2 NN g SND& OdzZNNByYy G LINAYFNE NBAARSYyOS Aa o
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 geographicolocatdditionally, the
following must be met:

Qualification | Qualify with the PITIA of both the retained property and new primary residence
6 months reserves for the retained property are requirigdaddition to the greater of 6

Reserves months liquid PITIA reserves or program requirements for the subject property.

1 Borrower must have 30% documented equity* in the retained property torasal
income for qualification

1 Evidence of receipt of the security deposit from the tenant, deposited into the
02NNRBgSNRa oFlyl FO0O02dzyix Ydzad o6S 2060l

1 A family member, an individual with an Established Relationship with those involve:

the transaction or an interested party may not sign the lease agreement as the teng

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 mostrecéntg 2 & S| NBQ LISNER2Y

including Schedule E, for units not occupied by the borraweurrent, fully executed

lease agreement(s) if the property was not acquired subsequent to filing personal

income tax returns

1 unit: 75% of actual rent

2-4 units: 75% of actual rent for unit previously occupied by borrower, and average

from Schedule E

6 months liquid PITIA reserves for the retained property are required, in addition to the

greater of 6 months liquid PITtAserves or program requirements for the subject propert

*Equity in the retained property may be evidenced by an AVM, BPO, or an eatdyianspection dated no more than 60
days prior to the Note date. A borrowgrovided report of value is not aqueble to establish value.

Quialification

=a =4

Rental Income g
Analysis

Reserves

To be considered for qualifying purposes, base pay, bonus, and overtime income must have been received

a minimum of 2 years.

1 If a borrower does not meet the employment history requirement for the two years pridhéodate of
GKS t2Fy LK AOFGA2YS YR ¢la LINSQOA2dzate Ay &
diploma/transcripts for discharge papers

1 To be considered for qualifying, all income must be reasonably expected to continue for the firss ®fyea
the mortgage

Change of Position

If the borrower has recently changed positions with their employer, MiMutual will determine the effect of
GKS OKFy3aS 2y GKS 02NNRggSNNDa StAIAoAfAGERT YR 3
position. Documentation from the employer is required to determine if the bonus or overtime will
continue at the same or greater level.

Back to Top

03.26.2018 121



Jumbo Underwriting Guidelines Jumbo Core

Employment Gaps
For borrowers with employment gaps within the past two years, writtetiers of explanation for
employment gaps over 30 days in the last two years must be obtained.

In addition, borrowers who are rentering the workforce after an extended absence may have stable
employment if:

1 The borrower has been employed in his or barrent job for six months or more, and

1 A two-year work history prior to the absence from the workforce is documented.

NOTE: A state or federalhprotected leave is not considered to be an extended absence
employment.

Furloughed Borrowers

Borroweas with employment in a state with an active furlough policy must qualify with the reduced

income.

1 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.

1 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 emtaghar
leave, shorterm medical disability, or other temporary leave types that are acceptable by law or the
borrower's employer.

If a borrower is currently receiving sheadrm disability benefits that will decrease to a lesser amount
within the next thee years because they are being converted to {mrg) benefits, the longerm 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 mignabligations.

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
1 Use the lesseof the leave income or preave regular employment income.
1 If the leave income is less than the geave regular employment income:
0 Supplement with available liquid reserves.
o Total qualifying income may not exceed the gross monthly income received @bom 1to
work.
0 Assets required to support the payment may not be counted towards available reserves.
1 The following documentation is required:
o Verification of preleave regular income and employment history
o0 No evidence or information can exist from the ewy@r indicating borrower does not have the
right to return to work after leave period
0 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 Vefication of Employment
A The borrower is considered employed if the employer confirms the borrower is currently on
temporary leave
' Y2dzy G FYR RdzNI GA2Y 2F 02NNRgSNDRa GSYLR2NI N
Amount of regular employment income the borrower received prior tovéea
o All available liquid assets used to supplement the reduced income for the duration of leave
must be verifiable

o o

Variable Income

A 2 year history of receipt of all variable income (such as bonus or commissions is required. A lev
upward, or previouslydeclining 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 an
variable income should be used, but it may not be averaged over the pehied declination occurred.

Documentation Requirements
At a minimum, employmentelated income must be supported by all of the following as they apply.

Paystubs

Most recent yeaito-date paystub(s) covering 30 consecutive days of earnings musibtaned.
Paystubs must provide adequate evidence of any overtime, bonus and/or commission income bein
used to qualify; must include gross earnings for the current pay period andtg«kate earnings for

the most recent 3@lay period; must be dated naadier than 30 days prior to the loan application; and

if borrower is paid hourly, the number of hours worked and yeadate income must be noted on the
paystub(s) or other documentation.

The paystub requirement is not met if the employer does not mtexa computergenerated or typed
paystub. When the paystub requirement is not met, the most recent year's income tax returns and &
written Verification of Employment (VOE) completed in its entirety are both required.

W-2s

Most recent 2 years W2s, clearlgentifying the borrower as the employee and containing the
SYLX 28SNXR&a yIFYS I NB NBIldZANBR F2NJ S OK &2 dzNOS
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Written VOE

If bonus and/or commission income is being used to qualify, a Verification ploment 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, andth&yused

Fa adlyRFEf2yS R20dzySyda FT2NJ LJzN1LI2aSa 2F OSNRT

Verbal VOE

I ++h9 (G2 O2yFANYXY (KS 0 fadlbR idiRBr edzddoi/ef Withis YOLJ
business days from the Note date (or fundidgte for escrow states) for employment income.
Required for each current employer. For saifiployed borrowers, se&eltEmployment VVQH-or
borrowers in the military, a military Leave and Earnings StatenLES) dated within 30 calendar days
prior to closing, or 31 days for longer months, is acceptable in lieu of a verbal verificatian
verification of employment through thBefense Manpower Data Center

If a verbal verification cannot be obtained waitten 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 \Markber), the following applies:

1 Request to third party must be within 10 business days prior to the Note date.

1 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:
1 Date of contact
T .2NNRPSSNDR&a RIGS 2F SYLX 2evYSydas SyLiX2evySyd
1 Name, phone number and title of individual contacted at entity, and entity name
0 MiMutual must independently obtain 8 LIK2y S ydzYoSNJ I YR | RRN.
employer.
1 Name and title of associate contacting employer.
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SeltEmployed Confirmation of Employment (VVOE)

For each business the borrower owns for which income is being tesepialify, a SelEmployed

Confirmation of Employment (VVOE equivalent) is required to confirm the existence of the busines

through a thirdparty source within 30 calendar days from the Note date (or funding date for escrow

states). The following arequired:

T tSNATFAOILGARZ2Y 2F GKS SEA&GSYyOS 2F GKS 02 NNR
regulatory agency, or the applicable licensing bureau, and

T *SNAFAOFIGAR2Y 2F GKS fAaidAy3a FyYyR FRRNBaa F2N
internet, or directory assistance, and

1 If contact is made verbally with a third party, document the source of the information obtained and
the name and title of associate.

1 If a verbal verification cannot be obtained, a written verification of employnmeunst 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
T LT | 02 NN#hgitchideis lifiwz to salaries or wages reported on IRS Form W2, or
GKS 02NNRBGSNI 2NJ 6KS 02NNRgSNRa Tl YAfe R2Sa
ISYSNI GAYy3d (GKS 02NNRPSSNDa 2u ¢F3ISas LISNA2
requirement has been met)
1 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 signech@ 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)
0 adzad 0S (GKS 02NNRgSNNRa O2Lk 2F (KS NBIidzNYy
o IRS transcripts mayot be used in lieu of lataining personal tax returns

Business Tax Returns
1 Two years business tax returns are required for each business in which the borrower has a 25
or greater ownership interest
o LT lyeg 2F GKS 02NNRBGSNRa 2H ¢l 3Sa borhiser 6 S A
has a 25% or greater ownership interest, this requirement applies
0 Business tax returns must be complete with all attachments and schedules, including K1s
applicable
o Tax returns must be signed and dated. Signature date must be on or pribe tdate of
consummation of the loan (generally, the date the closing documents are signed, but
definition may vary by state)
0 Must be the final version filed with the IRS
IRS transcripts mayot be used in lieu of obtaining business tax returns
0 Business tareturns will not be required for businesses reporting K1 earnings if:
A The two most recent years Kls reporting for that business both report positive self
employment earnings, and
A The income from the K1 earnings is not used to qualify

o
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Amended Tax Returns

Amended income tax returns filed by the borrower with the IRS are acceptable in the following

circumstances:

1 Tax returns filed prior to application are acceptable for underwriting purposes. Both thaairig
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.

1 Tax returns filed after the application date may be acceptable when accompanied by the
following:

0 A letter of explanation regarding the reason for thefile

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

1 IRS trascripts may NOT be used in lieu of personal tax returns

1 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 t
qualifythe borrower(s).

1 If tax transcripts are not yet available, the loan file must contain a copy of an IRS or vendo
document showing that no transcript is available.

Business

1 IRS transcripts may NOT be used in lieu of business tax returns.

1 Business tax retur 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.

1 If tax transcripts are not yet available, the loan file must contain a copy of an IRS arvend
document showing that no transcript is available.

Income Variations
T !ye AyO2YS @GINARIGAZ2YEA AY GKS OdzZNNByd &SI N
must be adequately explained.

Information Variations

1 Any information obtained through txanscript 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
1 For tax transcript timing requirements, séannie Mae Selling Guide-BD3
1 Provide an IRS Verification of NBiling if not yet filed.

W-2 Transcript in Lieu of 1040
1 W-2 transcripts araot acceptable in lieu of form 1040 transcripts.
1 IRS transcripts may NOT be used in lieu ef W a @
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Family Owned Business
LF | o6dzaAySaa 3ASYSNIGAy3a ye 2F GKS 02NNEGSND
is considered semployed unless:
1 A letter is dtained 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
1 Either of the following are obtained:
o { AFJYSR O2LASa 2 T2 yéaks PersoralNaxRetudNgu@portind rio lbwnership
interest, or
o! &A3AySR O2Lk 2F (GKS O2NLE2NIGS GFE NBGdzNY:
than 25%.

Bonus and Overtime

Bonusor overtime income may be acceptable if it has been recefeedh period of more than two
years. All of the following are required:

1 Current paystub(s),

1 Most recent two year's W 2s,

9 Verbal Verification of Employmenand

1 Written Verification of Employent (VOE)

Commission Income
Commission income may be acceptable if it has been received for at least two consecutive years. F
aII borrowers whose commission earnlngs are being used to qualify, irrespective of the percentage c
K I 0 2 NNE ¢ & iNdarae, all &f thé following gfelrequired:

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 Employmerand

Written Verification of Employmenemployer letter, or equivalent itemizing commission income

= =4 4 -4 8 C:

Military Income

Military personnel may be entitled to different types of pay in addition to their base pay. Hazard or
flight pay, ratiors, 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 nseytheir military reserve income
to qualify, as long as they can provide a tyear 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 wasled to active duty after the loan application was

taken, the following must occur:

1 The borrower must certify that the subject property is his or her primary residence.

1 The subject property must be vacant (unless occupied by a spouse or legitimate eienedi

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 tenamtcupied.

The borrower must certify that he or she will return to the gedi property as his or her

primary residence upon completion of the temporary assignment.

1 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
0SAYy3 NBRdAzOSRI ljdzZl t AFeé GKS 02NNRBOSNI dzaAAy 3 (K

If the loan is a purchase, caghdzii NB FA I 2 NJ NI 0 Sk ( S N¥nt idiBcheasing, Y R
orl A4S02yR K2YS LIzZNOKI &S 2NJ NBTFAYlIyOSs GKSy
their current job (or a combination of reservist pay and current job pag. current employer pays
reservist their standard pay minus resest income).

Other Employment Income Sources

03.26.2018

Automobile Allowance

Auto allowances are considered stable income if the income has been received for the past twe
years. Include all associated business expenditures in DTI. Either cash flow or incomebtand d

approach may be used to qualify. If not reported on IRS Form 2106, then use income and det
F LILINR F OKSX | RRAYy3 (KS Fft26lyO0OS G2 GKS Y2y (K
debt.

Multiple Employers
A borrower may have a history that inckesl 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 nemxable, and the income and taxempt status are likely to
continue, the percentage of nontagaf S Ay O02YS GKIG4 YlFI& o©6S | RRS
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 allpa#g, 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 paftime or seasonal second job employment may duxeptable 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:

1 Most recent paystub(s), if available,

1 Most recent two years W2s or personal income tax returns witsaledules, and

T 2NAGGOSY O2y FANXNIGAZ2Y FTNRY (KS 02NNRgSNRa S
the borrower will be rehired for the next season.

Teachers
Annual salary must be verified. Stipends or supplemental income must be documesntedular
and continuous.
1 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,
o0 Written Verification of Employment, and
o Verbal Verificabn of Employment.
1 Borrowers with a contract for their first year of employment with the school district must be on
the job prior to closing.
1 For teacher income paid over a-bfionth period and obtaining financing during the summer
months when income is ndieing received, all of the following must be obtained:
o Final yeafend paystub from the school,
o Verbal Verification of Employment, and
o Copy of the contract indicating that the borrower is paid over aridhth period.

The borrower must be qualified bad on the income received on the final yesd paystub.

Tip Income
Must have been received for 2 years. Current paystubs and most recent 2 years W2s must
provided.

Unemployment Benefits

Unemployment benefits, such as those received by seassoders, 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 mudie clearly associated with seasonal layoffs and expected to recur.

Back to Top
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Other NonrEmployment Income Sources

03.26.2018

Alimony and Child Support

Alimony and child support payments will be considered provided the payment termsroouhfat
GKS AyO02YS gAtf O2yiAydzS FT2NJ 6KS FANBG o &S|
not clearly defined, additional documentation to ensure that income can be expected to continue
for the first 3 years of the mortgage must bbtained. 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 employmerglated assets as qualifying income, or amortization
of assets a& not permitted.

Boarder Income
Not allowed.

Capital Giins
A 2year history and sufficient assets must remain to generate ongoing income at the level used fo
qualifying for 3 years.

Foster Care Earnings
A letter from the organization providing thecome, 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 asnlg as tax returns or account statements support ayear receipt
history. This income must be averaged over the two years. Any funds that are derived from thes
sources, and are required for the cash investment, will be subtracted before calculating the
projected interest or dividend income.

Long-term Disability
Documented longerm disability can be assumed to be-going.

Non-taxable Income

If the income is verified as nemxable, and the income and taxempt status are likely to
continue, the perc¢ G 38 2F y2y il EF0fS AyO02YS GKIFG YU«
cannot exceed the appropriate tax rate for the income amount.

Notes Receivable

Two-year history required. Provide all of the following:

1 Copy of Note,

1 Most recent 2year personal incoméax returns with all schedules showing receipt of Note
income, and

1 Bank statements showing regular deposit of funds. Must continue for first 3 years of new loan.
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Other Real Estate Owned z Income
Current leases are naequired 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 renta

income for qualifying pyposes.

1 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.

0 Use of marketents or other approaches for determining rental income are not acceptable.

0 For ALL leases that have gone beyond the original term and have rolled over into-tmenth
month tenancy, in order to use rental income for qualifying, the following must be
obtained:

A Copy of the most recent lease, and
A Current documentation of receipt of rent

NOTE:a w2 20SRE  SIFaSa NS d(deLAOFt Ay a

leases rollover to monttb-month agreements at the end of the lease term, unl

otherwise modified. This is to support coraptie with the Stability of Incom

requirements of Appendix Q.

Public Assistance

A two-year history of receipt of income and letters or exhibits from the paying agency establishing
the amount, frequency and dation 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
1 Requires evidence of continuance for first 3 years of mortgage.
o Evidere 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 tigeaB
requirement by a Net Value Determination:

A Borrowers of retirement age (generally 59 % or older): Use 70% of the vested value les
any funds from the account being used for the subject transaction and any outstanding
loans against the account

A Borrowers not of retirement age: Use 60% of the vestatli® less any funds from the
account being used for the subject transaction and any outstanding loans against the
account

1 To establish the monthly income for qualifying purposes, copies of award letters or letters from
the organizations providing the incaand one of the following must be obtained:
0 Most recent personal income tax return with all schedules, or
0 Most recent W2 or 1099, or
0 Most recent two months bank statements showing deposit of funds.
1 The Borrower must have unrestricted access without pgnal the accounts.
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Royalties

Ongoing income received from royalty payments, such as income from a work paid to its author o
composer may be eligible. All of the following must be provided:

1 Documentation that incomean be expected to continue for first 3 years of mortgage,

1 2-years personal income tax returns, and

1 Most recent 12 months bank statements showing deposit of funds.

Social Security Income

SSI for retirement or longerm disability will not have a defineelxpiration date and therefore is
expected to continue. However, if not for retirement or letegm 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

1 Social Security Administration award letter,

1 Most recent personal income tax returns with all schedules,

1 Most recent SSA099, or

1 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 Trusi
Agreement or Trustee Statement must also be obtained to document the following:

1 Total amount of designated trust funds,

1 Terms of payment,

9 Duration of trwst, and

1 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.

NOTE: A borrower's trust income may be taxed at a lower rate or it may be part
partnership that writes off losses, which may result in no tax liability. Tmasime is reported
on the 1041fiduciary income tax return, which includes-a Kchedule. All beneficiaries of tru
income receivan IRS Form-K from the trust.

VA Benefits
Letter or distribution form from VA verifying that income can be expedtedontinue for three
years must be obtained. Retirement and letegm disability can be expected to continue.
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SelfEmployment Income
Selfemployment, Schedule C and Schedule F documentation are not required if irfoamehose
sources is not being used to qualify.

A Borrower is considered to be selnployed if either of the following conditions are true:

1 If the borrower has a 25% or greater ownership interest in a business (including a business tha
generatesabo® 6 SNRa 2 H SINYyAYy3IavzI 2N NBOSAOSA wmnoddg

1 Borrower files an IRS form Schedule C or Schedule F

Evidence that the borrower has at least two consecutive years ceaghloyment operating the same
business in the same general location isuieed to demonstrate sufficient income stability for the
income from that business to be considered in qualifying. All of the following are required:

1 Most recent two years of signed and dated personal tax returns with all schedules are required fol
all Barowers who are considered sedimployed

Two years of signed and dated business tax returns

A yearto-date Profit & Loss Statement and a Balance Sheet must be obtained for each sole
proprietorship filing Schedule C or Schedule F, when income from thatdsssis being used to
qualify. P&Ls and Balance Sheets are not required to be signed and dated, but if they are signe
and dated, the signature date must be prior to the loan consummation date.

1 VVOE SeEmployment Confirmation of Employment.

T
1

Profit & Lo ss Statements / Balance Sheets
Profit and Loss Statement and Balance Sheet are not required if net earnings are positive an
income is not being used to qualify.

A signed, yeato-date Profit and Loss Statement and Balance Sheet are required for eacedsisi
where income or losses are reported on IRS form Schedule C or Schedule F, and for businesse:
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, whte income or loss from that business is being used

to qualify.

1 Net losses from SeEmployment and/or NofEmployment Related sources must be deducted
from qualifying income, unless the business or activity producing the losses is documented t
be discontnued.

1 If tax returns for the previous year are not yet available, an additional-gedr P&L and
Balance Sheet for that year is required for each business when the income or loss from tha
business is being used to qualify.

1 The P&L and Balance Sheet preddnust 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
A One month prior to application date is June 21, 2015. Most recent quartetpend to
June 21, 2015 is March 31.
A P&L and Balance Sheet must cover the period through the end of Q1, March 31, 2015
o Application date August 3, 2015
A One month prior to application date is July 3, 2015. Most recent quarter end prior to
July 3, 2015 is de 30.
A P&L and Balance Sheet must cover the period through the end of Q2, June 30, 2015.
Back to Top
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SeltEmployment Losses

Net losses from sedEmployment and noremployment related sources must be deducted from

gualifying income, egardless of the longevity of the business activity, unless the business or activity

producing the losses is documented to be discontinued.

1 Schedule C or F net losses must be deducted from qualifying income, regardless of the longevity
the business acatity, 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 tht
mMmany FyR RSY2yaidNI (typoRepaykAl seienNldN@dgirsonia ds rebuired ftolbe
analyzed on FNMA Form 1084.

¢CKS Fylrfeara Ydzad AyOf dzRS (GKS dzy RSNBNAGSNID&- 6 NI
standard income (e. g. bonus, overtime, rental, commission),nanskt include support for any debts that
are excluded from the deHb-income ratios.

Unacceptable Income Sources

1 Future income

1 Income derived from

o Farming, when the subject is Ingj used for a specific purpos®jchas a vineyard or bottling barn

o Gambling

0 Subject property with land being leased to another party

0 Sources outside the United States

Income that is temporary or a oA@me occurrence

Lump sum payments of lottery earnings, inheritances, or lawsuit settlements that are not ongoing

MortgageCredit Certificates (MCG$ection 8 vouchers, Housing Authority subsidies

Norrincidental income received from farming/agricultural use of a property

wSYyidlFf AyO02YS NBOSAGSR FTNRY 02NNRGSNDa LINRARYL T

with acessory unit) or second home

Retained Earnings 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 activityat 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

= =4 =4 4 A
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General Documentation RequirementsFunds to Close

1

All downpayment funds, funds to close, and reserves must be documented and verified. Electroni

verifications are acceptable.

Recently opened accounts and recent large deposits (generally greater than 25% of the monthl

income) must be explained and donented.

Unverified funds may not be used for downpayment, closing costs, or reserves.

Unless otherwise specified Funds to Closer Reservesacceptable asset documentatiamcludes:

0 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 ar
acceptable with verification that funds are still available

o Direct veification by a third party verification vendor meeting the requirements of FNMA Selling
Guide B#4.2-01, Verification of Deposits and Assatsacceptable

A VOD may not be used as standalone documentation, but may be used along with one month accou

statement

o If no average balance is provided on the VOD, thenrwaths account statements are required

Earnest Money Deposit

Sales contract deposits must be verified by one of the following:

1 Copy of the cancelled check

1 Copy of the deposit check and proof tbeeck was cashed

1 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 «
the deposit check. risure 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 dnvastment property purchase transaction
only, subject to the following:

T
)l

)l
T

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 asitthaser

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:

0 Sales contract or escrow instructions

o0 Apprasal

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

{GFrGSYSYyld 2F . 2NN she@@ro® ljdza Geéx O f OdzZ F G SR |

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 balance
on the currentlyowned property, and transfer fees on the new property, or

0 Appraised value of the borroe & O deMisdyopettydplus 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:

HUD1/Closing Disclosure for both properties

o Exchange Agement

0 Sales Contract or Escrow Instructions for both properties
o Verification of funds from the Exchange holder

o

Bank/Financial Institution Accounts
Individual and joint bank accounts, Certificates of Deposit (CDs), Money Market funds. Savings Bon
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. |
no monthly payment is required, calculate an interest only payment at the contract rate. Bridge loans
may not be crossollateralized against the bject 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
obtained to confirm that the withdrawal will not negjgely impact the daily operations of the business.

03.26.2018
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Credit Card Financing
Credit card financing cannot be used for any part of the downpayment, including the EMD.

EmployerProvided Subordinate Financing
SeeSecondary (Subordinate) Financing

Foreign Assets

Foreign assets beingsed for downpayment and closing costs (funds to close) must be held in a US

account prior to closing.

1 If the assets are derived from the sale ofcsieign asset or from assets being held in a foreign
institution, the assets must be converted into US currency by an independepay and placed
in a US financial institution prior to closing

1 The sale of the foreign asset and/or conversion of fore@igmency must be fully documented and
verified

Gift Funds
! Primary Residence

(0]
(0]

(0]

(0]
(0]

Gifts are acceptable on loan amounts up to $1,000,000
I YAYAYdzY 02NNBGSNI O2yiNRodziA2Yy 2F pm> 27
NEaSNBSa0 Ydzad ob6wnTundBY (GKS 02NNEgSNRa
A The balance may be paid from any of the acceptable asset sources (such as borrower fund
gift funds, or eligible secondary financing)
Gift fund documentation:
A Gift letter cortaining the following:
1 Amount of the gift
f 52y 2NRa yI YSaephoreRN®Ber &> | YR
1 52y2NRa NBfFIA2yaKAL G2 GK
1 Subject property address
91 Donor signature
Eligible Donors: spouse, child, parent, sibling, grandparent, aunt, uncle, domestic partner
fiancé, or fiancée
Ineligible Donors: donors may not be, or harey affiliation with, the builder, developer, real
estate agent, or any other interested party to the transaction
Gift fundsmay notbe used for reserves
No portion of the gift may be subject to repayment

S 602NNERGSN

1 Second Home and Investment Property

(0]

Gifts are notpermitted for funds to close nor reserves for second home or investment property
transactions. The entire downpayment mustlo# AR FNBY 02 NNRB gSNDa 2

1 Gifts of Equity

(0]

03.26.2018

Sincenod N¥Q& fSy3adK k LRSyGAGe 27F Liypiograd this G |
Gifts of Equity are not allowed as a source of funds. |8eetity of Interest and Noth NJY Q a
Length Transactions
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Income Tax Refund
This may be used with vegétion 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 th
minimum borrower contribution of 5%, then IPCs may exteed 3% of the lesser of the sales price or
appraised value. Lendgaid fees are not factored into the contribution limit.

Excess IPCs, as well as sales concessions that take the form-refaftgntems, must be subtracted
from the sales price whedetermining 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 asets (life insurance policies, 401(k)s, IRAs, CDs, stocks, bonds;&ite) the following:

1 The terms of the loan

1 Verification that the party providing the secured loan is not a party to the sale or financing of the

property (other than a financial inistition)

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 includedthe DTI, unless the applicable loan instrument shows the

02NNRBGSNRa FAYLIyOxnelbanl aaSad Fa O2tfFGSNIE F2N

1 If the borrower intends to use the same asset to satisfy reserve requirements, reduce the value o
the asset by the proceeds from the securdedn and any related fees to determine whether the
borrower has sufficient reserves (also Fegsets; Reserves

= =4 -4 -9

Notes Receivable / Repayment of Loans

Provide written agreement between the borrower atite recigent of the loan, evidence the funds
GSNE G6AGKRNI gy FNBY (KS 02NNRSgSNRa I 002dzy iz |
NEOALIASYyiGQa | O02dzyid |yYR RSLIRAAGSR AydG2 GKS 02
will continue for atleast three years from the date of the application

Retirement AccountgIRA, SERA, 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 an
dated internet stock list. Provide proof of liquidation and receipt. If stocks are in an unlisted
O2N1LIR NI GA2Y I LINRGARS O2petdhafedand ptodf &f Hquidatioh ank tedeipt2 y
LF GKSNB A& Iy AYLI Ol misthddiessS 02 NNB gSNRa AyO2Y
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Trust Accounts

Funds disbursed from a trust account where the borrower is the beneficiaryaeseptable 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 fRet®ipt of
funds from trust must be verifiedAccounts 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
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 flmaver is not the beneficiary)

Donated funds, typically from a church, municipality, or {poaofit organization

Pooled funds, typically from a relative or domestic partner who resides with the borrower

Employer assistance programs or salary advances

Gifts d Equity

Individual Development accounts

Payment abatements, and other contributions/concessions that are not Fhllible

Real estate commissions (even if borrower is selling agent on subject transactions)

Rent credit, option to purchase, or trade equit

Sales concessions, such as contributions in excess of actual costs, furniture, moving costs, a
GIAADBSE gl @4¢ Ydzad 0SS adzodN¥ OGSR FTNRY (KS alrfSa
Interest rate buydowns and payment abatements

Any contributions / concesans ot acceptable to Fannie Mae

= =4 4 -8 -8 -4 _45_4_°5_42._-2-
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General DocumentatiorRequirementsc Reserves

T aAyAYdzy Y2y UK&aQ NEWSINYN&ix aGF SR Ay (KS

o Minimum number of months reserves is based on tleenbined amount of all loans securedthg
subject property

o Additional reserve requirements and restrictions apply FGHBsCurrent Residence Pending Sale
transactions, and for Multiple Properties Owned

At NBASNIBSa Ydzad O02YS FTNRBY (GKS 02NNRSgSNRa 20V

Reserves are measured by the number of months of the qualifying payment (PITIA) for the subjec

property, unless otherwise noted

1 No gifts or borrowed funds may be useat feserves. Semeligible Reserve Sources

= =4
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Eligible Sources of Reserves

Liquid Reserves
Liquid assets that are readily available to a borrower after the mortgage clasdsthat are easily
converted to cash.

NOTE: If the borrower has an outstanding obligation secured by an asset, that amount mu
subtracted from the asset value.

03.26.2018

Funds in a Bank / Financial Institution
Individual, joint, or trust (if borrowehas 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
ForIRA SERA, KEOGH, 401(k), 403(b): 60% of vested funds may be used, less any outstand
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
licened CPA indicates that the use of funds for reserves will not negatively affect the daily
operations of the business.

Trust Accounts

I OOSLJilofS AF O02NNROSNI A4 GKS O0SYSTFAOAINRO®
immediately access thfunds, 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

I OOSLIilrofS AF (GKS 02NNRGgSNRaE alrtsS dGNIyal OGA

concurrerly with the subject transaction.

1 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
FNRY (KS O2NNR@ASAPRAE BYRSLINABVRE OSTHARSYOS
account.

1 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 Settlemen
State¥ Sy i F2NJ 0KS 02NNRgSNNRAE O2y OdzZNNByd al €S
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Foreign Assets

Acceptable if funds are held in a US account prior to closing.

9 If the assets are derived from the sale of a foreign asset or from assets heldonmeign
institution, the assets must be converted into US currency by an independent third party and
placed in a US financial institution prior to closing

1 The sale of the foreign asset and/or conversion of foreign currency must be fully documented
and verfied

Ineligible Reserve Sources

1031 taxdeferred 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 advanaeldELOC, or other line of credit

Custodial accounts (borrower not beneficiary)

Donated or pooled funds

Employer Assistance programs or salary advances

Cdzy Ra GKIG KIFI@S y20 06SSy @SaiSR 2N OFLyy24 o685
employmenttermination, 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 restricted stocks, unsecured loans secured by other
assets (including bridge loans, life insurance, or assets from a fund administrator)

Quialified tuition plans (529 Plan)

= =4 8 -4 -8 8 -8 19
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1 Appraisals must be orderdatirough your MiMutualassigned AMC
o All appraisals must be fully compliant with the Appraisal Independence Rule and the ECOA Validatic
Rule
1 Appraisal Lender/Client must be in the name of MiMutual or TPO. Appraisals that have been transferre
from one lener to another are not permitted. Appraisals generated for third parties are not eligible.
1 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 appraisgureements, 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 mayearteiathe subject
property is located in a market experiencing declining values. If any comparable salesear@
monthsold, the appraiser must comment on the reason for using aged comparable sales

0 FNMA Form 1004MC must be included.

o Property Inspectio Waiver (PIW), ACE, or exteramly inspections are not allowed.

 {dzO0O0S&aa¥fdzAg {{wad Ydzad o06S 206i0FAYSR FTNRY 0620K D{9a

Appraisal Age
1 To be utilized without an update, appraisals must be dated within 120 days of the Note date
1 No appraisal may be datedore than 180 days prior to the Note date
1 For appraisal reports dated more than 120 days but less than or equal to 180 days from the Note dat:
an appraisal update is required as follows:
o The appraiser must provide an appraisal update based on éxgrior inspection of the subject
property and knowledge of current market conditions, and
o0 The appraiser must acknowledge that the value of the subject property has not declined since the
original appraisal date.
o0 The update must be completed on Fannie Maeem 1004D or Freddie Mac Form 442, and
o0 The update must be dated within 60 days of the Note date.

Appraisal Relse
The use of an appraisal report (expired or unexpired) utilized for a loan that has closed for a subseque
transaction is not permitted.

Property Eligibility

Eligible Property Types

1 SFR, townhomes, row homes; 2-unit properties

1 Condominiums

1 Modular PreCut/Panelized Housing (not manufactured). Treated as SFRs.

1 Planned Unit Developments (PUDs) musemthe requirements in thé-annie Mae Selling Guide
andnot be an ineligible PUD

Solar PanelsFor homes with solar panels, follow the guidelinegamnie Mae Selling Guide-BD4.
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Ineligible Property Types

1 Properties with greater thad5 acres(truncating acreage for appraisal purposes is not allowed)

1 Assisted Living Projects, board and care facilities

1 Bed & breakfast, boarding houses

9 Builder Model Leaseback

1 Cantilevered Property

1 Commercial and/or Indugal Properties

T /72YY2y LYGSNBAaG ! LI NIGYSydGa o0a26y @2dz2NJ 26Y €0

1 Conversions, including hotel or motel conversions

1 Cooperatives (CoOps)

1 Exotic or nortraditional types of structures such as dome homes or log homes, houseboats

1 Properties without a full kiteen

1 Land loans (unimproved properties)

1 Leasehold properties

1 Properties with pending structural litigation. Netructural litigation may be considered on a case
by-case basis.

1 Manufactured homes and mobile homes; manufactured home projects

1 Mixed Use poperties

T t NPLISNIASE £20FGSR 2y LYRAILY GWRAARGPS[ SYEBROL

1 Resale deedestricted properties, other than minimum age restrictions (Eexd Restrictions

1 Residential properties with a permanently affixed manufactured home on the property

1 Properties with less than 800 square feet of habitable living space

1 Time share or segmented ownership projects, tax sheltered syndicate

1 Property without full utilitiesnstalled to meet all local health and safety standards (e.g.; continuing
supply of potable water; public sewer or certified septic system)

1 Working farms or ranches, hobby farms, hobby ranches or orchards

1 Properties not suitable for yeaound occupancy

1 Property that represents a legal but N&@onforming use; if zoning regulations prohibit rebuilding
the improvements to current density in the event of full or partial destruction

91 Property zoned and used for commercial or industrial purposes

1 Properties hd in Life Estates

NOTE:SeeState and Geographic Restrictions

Property Condition

Properties with ratings of C5, C6 or Q6 are not allowed unless the issues that thesatings 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 permittedll work must be completed as evidenced by Form /44@04D.
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State and Geographic Restriction

l

MiMutual does not allow mortgage loans secured by:
0 Multiple (2-4) unit properties in the state of New Jersey.
0 Loans that are subjetd Texas0(a)(6), was ever an (a)(®r subject to 50(f)(2)
A For allTexasrefinance transactions, a copy of the previous Note or security instrument is
required to document that the new loan is nofT@xaga)(6)or (f)(2)transaction.
o0 Loans secured by properties located on Indian (Native Awreyitribal land or Indian Trust
Land or Restricted Land, and/or properties for which borrower has a leasehold interest in same

Condos and PUDs

T
T
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All projects must be FNMwarrantable

See the LTV/CLTV Matrix for condo restrictions, including st¢@mesaction type, reserves, and
property state requirements

For highrise 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 applicationAdatmits
must be sold to individuals, not to the developer

2-4 unit PUD projects are not eligible.

Eligible Project Review Type

1
1

FNMA Lender Full Review (with CPM), dated within 180 days of the Note.
All reviews must include FNMA Condo Project Quastdare Full Form(FNMA Form 1076) or
equivalent

Ineligible Condo/PUD Types

1
1
1
il
il
1

E

= =

New condo projects, or those subject to further phasing or annexation

Nonwarrantable projects

CondoeHotel (Condotel)

Condominium leaseholds

CoOperatives

Common Interest Apartmedt 6t a2 1y2¢6y +a O2YYdzyAide | LI I
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 projpectdorg

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 documemts 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 bingle

deed and mortgage

Projects that permit lockout units (considered m+lmily)

(continued on next page)
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Projects where the homeowners' association is hamed 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 hamed as party to pending litigation that relates to the safety, structural
soundness, habitability, or functional use of the project

Projects that restdi GKS 26y SNRA& loAfAGe G2 200dzkr 0
guaranteed rerdbacks

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 iprbject

Projects with recreational leases

Projects with norncidental 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 aaldgut 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 Resgttion

If the appraisal indicates a declining market, or if the property is located in an MSA identified in the Sof
Markets MSA Table, then the maximum allowable LTV/CLTV is reduced by 5%.

Soft Markets MSA Table

AR Pine Bluff 38220 Cleveland, Jefferson, Lincoln
AZ Yuma 49740 Yuma
El Centro 20940 Imperial
CA Fresno 23420 Fresno
VisaliaPorterville 47300 Tulare
IL Danville 19180 Vermillion

Maximum LTV/CLTYV is reduced by 5% if:
1 Property is in one of the Sdftarket MSAs listed above
f bSAIKO2NK22R aSOGA2y 2F (GKS FLIINI A&t AYyRAOLFI

Appraisal Review and Second Appraisal Requirements

The following appraisal review and second appraisal requirements apply for all transactions.loHrthe
amount is:
1 Less than or equal to $1,500,000

(0]

A full URAR appraisal report with interior and exterior inspection on appropriate Fannie
Mae/Freddie Mac formand either:

A Clear Capital Collateral Desktop Analysis (CDA) without MLSdata,

A Second full apmisalc interior and exterior with photos

M Greater than $1,500,000

(0]

03.26.2018

A full URAR appraisal report with interior and exterior inspection on appropriate Fannie
Mae/Freddie Mac formand a secondull 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:

1 Unable to determine a value (CDA Indeterminate Value), then a second full appraisal (interior an
exterior with photos) is required

1 Greater than 10% below the iginal appraised value of the property, use the CDA value as the
appraised value to calculate the LTV/CLTV

NOTE:Additional appraisal review requirements applthére has been a sale or transfer of owners
within the previous 180 days on a purchase transaction.P8gegerty Flipping

Escrow Holdbacks
Escrow holdbacks for improvements or repairs that are not yet complete are not eligible. All repairs mus
be satisfactorily compted prior to closing, and documented with a 1004D.

2 KSy Gg2 FLIINIA&lIfa NS NBIJdANBRZ FyR 020K I LJ
acceptable to provide only one 1004D

Deed Restrictions

Mortgages subject to resale deed restrictione aot eligible, other than an acceptable agdated resale
restriction (typically for one occupant to be age 55 or older), meeting FNMA guidelines. Property may onl
be a one unit principal residence or second home.

Disaster Reinspection Requirements

If a dsaster area has been identified, and requiretspection, thenan appraiser must perform the
property inspection Photographs of the subject property must be included. The appraiser who performs
the inspection should review the original apprdigaport and be able to certify that the personal
inspection of improvements revealed no indications of significant disaistated damages

Any of the following may be used by the appraiser to certify the property condition:

Appraisal Update and/or Cortgtion Report(Fannie Mae Form 1004D / Freddie Mac Form 442)
Desktop Underwriter Property Inspection Rep@annie Mae Form 2075)

Uniform Residential Appraisal RepgRannie Mae Form 1004 / Freddie Mac Form 70)

Exterior Only Appraisal RepaffereddieMac Form 2055)

Individual PUD Unit Appraisal RepgRannie Mae Form 1073 / Freddie Mac Form 465)

= =4 4 -4 -4

If the appraiser notes defects in the exterior inspection, a URAR with interior and exterior inspection ant
photographs is required. All damage reveabgtthe 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 Mikiagual
reason to believe that a property might have been damaged in a disaster, appropriate action must b
taken to ensure the property meets MiMutual requirements at the time of closing.
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Age of Documats

All credit file documents must be no more than 90 days old at the Note date. Appraisals must be date

within 120 days prior to the Note dater must include an acceptable update

1 For acceptable age of tax returns, see FNMA Selling GuidedB,JAllowvable Age of Credit Documents
and Federal Income Tax Returns

Trusts
wS@20F06tS LYGSNI +A@2a a[AGAy3IéE GNHzAdGa | NB |
1 One to four-unit primary residence and second home only

o0 Investment property transactions may not be hafda trust
1 A copy of the trust agreement is required, except in states where law requires the acceptance of
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 FNMA Selling Guide 8205 and B85-02, which, among other
GKAy3az NBIldzZANBa (KIFIG GKS AYRAGARdAzZrt & Sadlof A
and trustees
1 Land Trusts (such as IL Land Trusts) anth@mity Land Trusts are not permitted

O«
O«
w»
—
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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

T t NPLISNIIié 2¢6ySR o0& LINPLISNI& aStftSNI x MH Y2y (K

1 Property owned by property seller < 12 months but > 6 months: document 12 month chain of title

f Property owned by JNR LISNII & &aSffSNJ XX ¢ Y2y(iKay R2 OdzY S\
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 thrgin 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 reoldwithin 180 daysare met (below)

= =4 4 -4 2
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Sale or Ownership Transfer of the Subject Property within the Previous 180 Days:
f Loans with identity of interestorneh NY Q& f Sy 34K OKI NI OGSNRA&aGAOa
1 1f 10% or more value increase from the preale, oneof the following is required:
0 A second appraisal from a different appraisal company (same AMC is okay), or
o Clear Capital Collateral Desktop Analysi&\ (CDA¥the version without MLS data
A If the CDA value is more than 10% below the original app(s)jsaln additional BPO and
value reconciliation requirements apply. Seéepraisal Review and Second Appraisal
Requirements
A If a second appraisal is required, use the lower of the two values.
1 The appraisal(s) muspecifically address the prior sale and justify the price increase

Electronic Signatures

The following loan documents may not contain eSignatures:
1 Note and Riders to the Note

1 Security Instrument and Riders to the Security Instrument
1 Notice of Right to Carel

1 Power of Attorney

All eSignatures must be in compliance with the ESIGN Act, and must meet the requirements of &
applicable statd4 Y R CSRSN} f flgaz a ¢Sttt a GKS NBI dzi NB
the Electronic Signature Csent Agreements referencday 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 tt
be executed by a person acting as an attormejact pursuant to authority granted by a borrower under a
Power of Attorney (POA). The POA must be inftimm 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 dosing documents and must comply with the
following:

Ineligible Transaction Types

Power of Attorney iNOTpermitted with the following transaction types:
1 Cashout refinance

1 Non-owner occupied transacins

1 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 ldentify
Must clearly sbw that the Borrower is identifying an attorneg-fact.
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Ineligible Attorneysin-Fact

The attorneyin-fact may not be MiMutuagl Control Affiliate ofMiMutual, employee ofMiMutual or
MiMutualQa / 2 y (i NXPofiginatd¥, itk fcdmipanys aldsing agergettlement 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 ineligiyié&-annie Mae, Freddie Mac,
VA, USDA or FHA in their respective Guides and Guidelines.

. 2NN2 gSNR& bl YS
tKS 02NNRSSNNRa ylyYSoauv 2y GKS th! Ydzad YIdOK
signed.

Valid at time of Note
POA must be signed awd@ted 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
U.S. Embassy or a military installation.

Stampel
th! Ydzad o0SFN) GKS wSO2NRSNRa adl YL AT LINBJA?Z2

Durable

The POA must be in full force and effect on the closing date, must survive subsequent disabilit
(durable), and must be revocable only in writing or alternatively gives a specifratexpidate which
survives the closing date.

Signature Blocks

The Attorneyin-Fact must execute all closing documents at settlement in a manner to match the typed
signature blocks on the mortgage loan documents. If an Attoindyact is signing closirpcuments,

no less than the following must be signed as attorrefact:

Note

Deed of Trust/Mortgage (Security Instrument)

TIL

Notice of Right to Cancel and

HUD1 Settlement Statement or Closing Disclosure as they may apply, subject to any regulator
signing requirements.

= =4 =4 4 A
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1003
The original Form 1003 Loan Application must be signed by the Borrower, and not the atitofiaey;
except under the conditions described iannie Mae Selling Guide Part B., Subpart 1, Chapter 1.,
Documenting the Loan Application:
1 A borrower is on military service with the US armed forces serving outside the US or deploye:
aboard a US vessel, ang as the POA
0 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
1 Seller is required by applicable law to allow such use of POA.

NOTE:A POA may only be uséor closing documents

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 Presenat Close

Must meet any applicable Agency requirements for one or more borrower(s) to be present at close.
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