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FHA 4000.1 Underwriting GuidelinesPhilosophy and Program Description

MiMutual Underwriting

MiMutual underwrites and purchases all types of residential mortgages. Thegggms and products can be
found in our Product Matrices (located on our websatwww.michiganmutual.comand on our daily rate
sheet. The Product Matrices will reference specific product features and emeirts (such as maximum
Loanto-Value ratios and minimum credit score requirements, if any). This guide is intended to address uniqu
underwriting situations.

MiMutual uses Automated Underwriting Systems (AUS). Genetgldgrwriters validate to the conditions set
forth by the AUS. However, there are circumstances where underwriters will need to add conditions to the
loan. These guidelines are meant to serve as a guide for obtaining adequate documentation to enable us
satisfy those conditions.

MiMutualdzy RSNBNRA GSE | 02NNRSgSNNRAE ONBRAGHE2NIKAYySaa ol
2F GKS FLIWX AOFy(iQa gAftAyadIySaa FyR FoAfAGe G2 LI ¢
agencystandards and guidelines. Due to a multitude of factors involved in a loan transaction, no set o
guidelines can contemplate every potential situation. Therefore, each case is weighed individually on its ow
merits. MiMutualQ &nderwriting philosophyd to weigh all risk factors inherent in the loan file, giving
consideration to the individualrénsaction, borrower profilethe level of documentation providedand the
property used to collateralize the debt.

Our commitment to fairness and equal opponity is clear and unequivocal. The application of fair and
consistent underwriting practices is mandated in the underwriting guidelines outlined in this guide. All loans
considered for denial will be subject to a second level review prior to a finadidac

As our guidelines and processes are impacted by external market conditions, it will be necessary for us
reevaluate the guidelines in this manual from time to time. Occasionally, revisions will be made. A
applicable, corporate written notiéations and updates will be provideéd you and incorporated into these
guidelines.

Back to Top
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FHA 4000.1 Underwriting GuidelinesPhilosophy and Program Description

The Federal Housing Administration (FHA) was established as a division of the U.S. Depdrkoesing and
Urban Development (HUD) in 1934 to expand national homeownership opportunities, increase minority
homeownership, make the home buying process less complicated and expensive, and keep existir
homeowners from losing their homes. The FHA adsters a variety of residential mortgage insurance
programs.

The underwriting information contained in this section is intended for use in conjunction with HUD/FHA
Guidelines. Unless otherwise stated, all FHA loans must conform to applicable FHtbAfomefamily housing
requirements as well as federal, state, almtal law compliance. All loans must be insurable by FHA and
eligible for inclusion in pools of mortgadpacked securities fully guaranteed by the Government National
Mortgage Association (Ginnie MadyliMutual reserves the right to deny any loan whidbes not meet these
guidelines/requirements. To the extent that any conflicts exist between the provisions set forth in the
HUD/FHA guidelines anMiMutualQ a 3 dzA ReéhfaM a1 dalidelides describechere should be
followed.

In addition toprogram eligibility and prudent underwriting, MiMutual requires all loans to meet the Ability to
Repay rules established by the Consumer Financial Protection Bureau (CFPB). The ATR Rule requires ti
reasonable, good faith determination is made before when the loan is consummated, and that the
consumer has a reasonable ability to repay the loan. The eight underwriting factors established by the CFI
must be considered, and the loan must be documented accordingly.

1. ¢ KS 0 2NNERsSNDE OdpdeBigicomedNabsHE | 42y of & SE

2. ¢KS 02NNRgSNNa OdzNNByd SYLX 2eyYSyd adlddaT
3.¢KS 02NNRBgSNNa Y2y dKfe LI&YSyid 2y GKS O2@0SNBR
4. ¢KS 02NNRoSNRa Y2y GKfe LIeyYSyd 2y lye aavdzZ Gl
5. ¢KS 02NNRBgSNNa Y2y Krelated bbligaters;y & F2NJ Y2NI 3 3S

6. Thebor2 6 SNN& Odz2NNBy il RSo6dG 20t A3 dA2yas FfAY2ye@xX
7. ¢ KS 02 NNE ¢ S NIaincofr@ yaiiofort résidual $r6otne; and

8. ¢KS 02NNRGSNNAE ONBRAG KAad2NE

Additionally, MiMutual will only underwrite/close loans that are Qualified Mortgages (QMs) whiameet
the criteria for Safe Harbofunless specific requirements are met for QM with Rebuttable Presumption)
f  No risky features permitted (we do not currently offer loans with M5 & (G KS / Ct .) 02y
1 Higher Priced Mortgage Loans (HPMLs) apeptable providingither:
o The loan meets ATR/QM Safe Harbor requirements, which means that, at the time the interest rate
on the loan was locked, the APR was not greater than the Average Prime Offer Rate (APOR)
(1.15% + the annual MIP)
0 The loan meets th criteria as outlined in the guidelines @iV with Rebuttable Presumption

All loans must be prudently underwritten bBMiMutual and be of sound investment quality. Loans having
serious credit and/or property deficiencies may be denied at the optiodidutual.

Note: Unless specifically stated,uiglance contained in this document assumes the loan receive(
Approve/Eligibleecommendation. Manual underwrites require compliance Wdbkncy guidelinesRefer to
the 4000.1for detailed direction regarding manual underwriting requirements.

Back to Top
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FHA 4000.1 Underwriting GuidelinesRlequirements and Restrictions

Requirements and Restrictions

1 15, 20, 25 and 30 year fixed rate terms available.

5/1 ARMavailable (30 year term).

Minimum 580 credit score (regardless of AUS decisjon Scores < 640nay not be manually

underwritten

1 Maximum base loan amount 0f424,100, subjectto the Nationwide Mortgage LimitsUnder most
programs, the maximum mortgage amount is the lesser of the Nationwide Mortgage Limit for the area,
or a percentage of théddjusted Value FHA increased mortgage amounts ovéd2$,100are available
in certain areasSee FHA High Limit Area Loans criteria
o For loans with case numbers assigned on/after January 18,2@Aximum base loan amotris

$453,100 (unless loan qualifies for High Limit Areas)
1 Maximum number of borrowers allowed on a loan is 4
1 DO/DU findings reflecting Approve/Eligible and Refer/Eligible (manual underwrites) are acceptable.

= =4

FHA SectioB Loans

FHA Military Impact Loans

FHA Loans to NeRrofit Oiganizations

HOPE for Homeowners Program

HUD 184 Program (Indian Reservations)

FHA loans based solebyn nontraditional credit history (borrower must have traditional credit with

valid credit scores)

FHA HECMs (Reverse Mortgages)

1 Refinance loans thatave beerrestructureddue to a financial hardshipin forbearance / short payoff
loans

1 Any loans with a existing PACE/HERO loan that is not being paid off. These liens may not remai

outstanding.

= =4 =8 =4 -4

=a

Purchase

1 96.5%of the adjusted value is thenaximum LTV (Does not apply to purchase of HUD REO
transactions that qualify for the $100 dovwamogram)
1 There is nanaximum CLTV withcceptablesubordinate financing from government agencies

Rate/Term Refinance
1 97.75% maximum LTV/CLTV with acceptable subordinate financing

Streamline Refinance
I Thereis nanaximum CLTYV for streamline refinances

Back to Top
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FHA 4000.1 Underwriting GuidelinesRlequirements and Restrictions

Cash Out Refinance

l

85% maximum LTV/CLTV for all cash out transactions

This policy is intendfor loans that are considered Qualified Mortgages (QM) with rebuttable presumption,
and therefore do not meet QM safe harbor requirements.

FHA loans that are considered Higher Priced Mortgage Loans (HPMLs) are permitted, providing the followi
criteriaare met:

)l
)l

1

Loan passes QM Points and Fees test

Approve/Eligible findings (n/a for Streamlines)

o Loans with Approve/Eligible findings that are required to be manually downgraded are not eligible

HPML disclosure must be signed by borrower at least 24 hmiwsto closing

An appraisal must be obtained by a certified or licensed appraiser who conducts a physical visit of th

interior of the subject property (n/a for Streamlines)

An additional appraisal by a separate appraiser may be needed if:

0 The seller aagired the property 90 days or less prior to the consumer agreement was signed and
GKS INBSYSyili SEOSSRa (KS asSttsSNna I OljdzaaiiaAa

o0 The seller acquired the property 91 to 180 days prior to the consumer agreement and the price
exceed GKS aSftfSNRa | Ol dziA /e forksegmlinds)h OS o6& Y2 NXBS

Cannot waive appraisal delivery timiggborrower must receive appraisal at least 3 days prior to

closing (n/a for Streamlines)

An escrow account for payment of property taxes and iasge premiums is required

Back to Top

(Remainder of page intentionally left blank)
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FHA 4000.1 Underwriting GuidelinesRlequirements and Restrictions

Unless specifically stated, guidance contained in this document assumes the loan received an Approve/Eligi
recommendation. Manual underwrites require compliance with Agency guidelines. Refer400hé for
detailed direction regarding manual underwriting requirements.

MiMutual must downgrade and manually underwrite any mortgage that received an Accept recommendation

if:
1

= =4

)l
T

The mortgage file contains information documentation that cannot be entered into or evaluated by
TOTAL Scorecard,;

Additional information, not considered in the AUS recommendation affects the overall insurability of
the mortgage;

The borrower has $1,000 or more collectivelyDisputed Derogator Credit Accounts

¢KS RIFGS 27 bénkrdptcydligchalyB as3efldRtad on bankruptcy documents is within two
years from the date of case number assignment;

The case number assignment date is within three years of the date of the transfer dhtidlegh a
pre-foreclosure sale (short sale)

The case number assignment date is within three years of the date of the transfer of title through a
foreclosure salp

The case number assignment date is within three years of the date of the transfer othtitlegh a
Deedin-Lieu (DIL) of foreclosuyre

The mortgage payment history, for any mortgage tradeline reported on the credit report used to score
the application, requires a downgrade;

The borrower hasindisclosed mortgage delblat requires a downgradeor

Effective Income from the busineshows a greater than 20% decline over the analysis period

If a determination is made that the mortgage must be manually downgraded, MiMutual must cease its use 0
the AUS and comply with all requirements for manual emditing when underwritinga downgraded
mortgage.
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Collateral Requirements

To be eligible for FHA Insurancegraperty is to be free of health and safety hazards and major structural
problems

1 Single Family Residence
1 2-4 Unit Dwellings
o0 Non-occupying céborrowers not allowed for LTVs over 75%
0 A completed HU®2561,. 2 NNE 6 SN & [ speftioNdot€l and Fransiéht UseSof Propgerty
must be obtained on all-2 unit properties
1 Planned Unit Developments (PUDS)
1 Townhouse / Rowhome
1 Condominiums see below requirements
1 Log / Dome / Berm Homes, homes with Pier Foundations, Auxiliary/Accesa@iiing Units, homes

with extreme functional obsolescence (i.e. one bedroom). Must be common and typical for the area,
and have like comparables

1 Modular Homes

1 Properties located in ageestricted communities. Must be common and typical for the aerad have
like comparables

New Construction Condos

Mobile/Manufactured Homes

Properties with Agricultural or Commercial/Industrial use
Leasehold Properties (title must be held in Fee Simple interest)
Properties currently listed for saleefinances)

Non-Owner Occupied Properties

2ndHomes

TimeShare Units

Construction Financing

Properties vested in Life Estat@gefinance transactions)
Cooperative units

Properties located on a repaired sinkhole

= =8 =8 =48 -8 8- _-48_45_9_°5_-°
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MiMutual is responsible for obtaining an appraisal to verify the value of the property, and that the property
YSSiha GKS tNRLSNI& ! OOSLIi 6 AMinkmuid Propbidy Standard¢MPS)gok A O
Minimum Property Requirement$MPR). Minimum Property Standards refer to regulatory requirements
relating to the safety, soundness, and security of new construction. Minimum Property Requirements refer t
general requirements that all homes ured by FHA be safe, sound, and secure. See guidarhbe 4©00.1

for detailed descriptions of both MPS and MPR items.

When examination of a property reveals noncompliamgth the Property Acceptability Criteria, the appraiser
Ydzad y20S Fff NBLIFIANR ySOSaalNR G2 YIFI1S GKS LNER
together with the estimated cost to cure. MiMutual must confirm that the property complieh it
eligibility criteria as described in th#00.], or if the loan is to be insured under the 203(k) program, that
property will comply with the eligibility criteriapon completion of repairs and improvementdMiMutual

must also use professional judgment in determining when a property condition poses a threat to the healtr
and safety of the occupant and/or jeopardizes the soundness and structural integrity of therfyropuch

that additional inspections and/or repairs are necessary.

Appraiser Independence

MiMutual T2t t 264 | ! 5kCIl ! Q& ! LILINI AaSNJ LYy RSLSIMRSYaeS N
now prohibited from accepting appraisals prepared by FHA Roster appraisers who are selected, retained
O2YLSyaliSR Ay yeé YIYyySNI o6& | Y2NI3IFr3IS oNR] SNJ

on a commission basis tied to the successd® Y LI S A 2y MbAgage brdkerd nfustéuse the
following procedures when ordering an appraisal assignment.

MiMutual must verify that Appraiser Independence is not compromised.

Uniform Appraisal Dataset (UAD)
Appraisal reports must be completed compliance with the Uniform Appraisal Dataset (UAD). This rule
applies to alFHAmortgage loans.

The UAD defines all fields required for an appraisal submission for specific appraisal forms an
standardizes definitions and responses for a key sub$dtelds. UAD was formulated to improve the
guality and consistency of appraisal data. The UAD does not change the look of the existing apprais
forms, but some fields on the forms are being extended to include additional information.

The appraisal fons that must be UAIZompliantare:
1 Uniform Residential Appraisal RepiNMA Form 1004)
1 Individual Condominium Unit Appraisal Repg@&MA Form 1073)

NOTE:MiMutual is unable to accept properties with a Condition Rating of C5 or C6, nor a Quality
of Q6.
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AppraisalOrder Process
MiMutual requires that all FHA appraisals are ordered through one of our designated Appraisal
Management Companies (AMC#)liMutual provides links on our website to order appraisals.

1 Begin at theMiMutual website home pagewww.michiganmutual.corjnto order your appraisal
through your assigned AMC.

1 Place FHAappraisal order in the name oMiMutual, Inc. as required by HUD/FHA (enter all
pertinent data including payment information). All appraisals must be paid for with a credit card at
the time order is placed.

1 Upload any required documen{such as the Puhase Agreemenand all addendg and provide
the appraiser with the FHA Case Number

1 The AMC will schedule the appointment with the borrower or realtor as appropriate and complete
the appraisal report.

f  Upon completion of the appraisal report, the AMC witLJt 2 R G0 KS | LILINI A &l f
and an email notification will be generated to inform the broker that it has been received.

A new appraisal must be ordered for each mortgage or refinance case number assignment. An apprais
that was performedunder another case number, even if the prior appraisal is not more than 120 days old,
may not be reused.

Appraisal Integrity
MiMutual is responsible for identifying any problems or potential problems with the integrity,
accuracy, and thoroughness of an appraisal submitted to FHA for mortgage insurance purposes.

Additionally, we must ensure that FHA is listed on the appraisadrt as an Intended User of the
appraisal.

Revisions Due to Sales Contract Amendments

If the agreement of sale / saleontract is amended during the appraisal process (prior to the Effective
Date of the appraisal), MiMutual must provide the updated aat to the appraiser to ensure the
appraiser has the opportunity to consider any changes and their potential impact on value.

If the agreement of sale / sales contract is amended subsequent to the Effective Date of the appraisal, bt
prior to loan clogag, MiMutual must use due diligence in determining whether the amendment(s) could
reasonablype thought to affect the estimated value of the property being used as security for the loan. If
so, MiMutual must forward the amended agreement of sale to therapser for consideration. The
appraiser will be responsible for determination of the impact of the amended sales agreement and
compliance with all provisions of the USPAP in developing and reporting credible assignment results.
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Appraisal Delivery Requirements
Under the Dodd Frank Act, Regulation B has been revised. The borrower is required to receive a copy of
valuation documents developed in connection with an application for a loan that is securadidsy lien
on a dwelling.This includes:
1 Appraisals
91 Desk reviews
1 AVMs/BPOs

MiMutual will deliver the valuation documents directly to the borrower. This will occur promptly upon
completion of the documents or no later than three days prior to closing, whichever is earliessthe
borrower chooses to waive their right to receithe valuation documents prior to closing on the Appraisal
Delivery Timing Waiver disclosuré this case, the valuation documents are not required to be delivered
3 days prior to closing, but muatwaysbe delivered at the time of consummation (at thegest).

Appraisal Report Forms

The appraiser must complete the Fannie Mae Form 1004MC/Freddie Mac FormMarket Conditions

Addendum to the Appraisal Repofty every appraisal. Other forms to be used in the completion of an

FHA appraisal are as foNs:

1 Single Family, Detached, Attached, or Sebetached Residential Property: Fannie Mae Form
1004/Freddie Mac Form 7@niform Residential Appraisal Report (URAR)

1 Single Unit Condominium:Fannie Mae Form 1073/Freddie Mac Form 4Bilividual Condominia
Unit Appraisal Report

1 Small Residential Income Properties (Two to Four UnitEannie Mae Form 1025/Freddie Mac Form
72,Small Residential Income Property Appraisal Report

1 Update of Appraisal (All Property TypesSummary Appraisal Update Report Sectad Fannie Mae
Form 1004D/Freddie Mac Form 44Rppraisal Update and/or Completion ReporGee Appraisal
Updatesfor further details.

1 Compliance or Final Inspection: Certification of Completion Section of Fannie M&®rm
1004D/Freddie Mac Form 44&ppraisal Update and/or Completion Report

Value Reconsideration Request
Reconsideration requestsust beuploadedfor review by the underwriterand includeat leastone of the
following in order to qualify for the continuance of the appeal process:
1 Provide a previous appraisal dated no more than twelve (12) months prior to the effective date of
the appraisal being appealedComps in the previous appraisal will leat assessed if sale dates are
> 90 days from the new appraisal effective date; however, information in the appraisal regarding
amenities, square footage, etc will be given consideration.
1 Provide a minimum of 2 and up to 5 alternate open market salesydingg all available data and
MLSticket, whichhave closed within 90 days of the appraisal effective daketive listings and
closed sales after the effective date of the appraisal will not be accepted.

If the underwriter agrees that a reconsideration value is warranted, they will forward to the AMChe
appraiser may charge an additional fee if the relevant data was not available on the effective date of the
appraisal. If the unavailability of the data is not the fault of the borrower, the borrawest not be held
responsible for the additional costs.

A request for value reconsideration does not guarantee an adjustment in value.
Back to Top
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Appraisal Portability

In transactions where a borrower has switchewrtgageeg G KS FANBR G f SYRSNJ Y
request, transfer theappraisalto the secondmortgagee within five business day$HA does not require
that the client name (lender name) on the appraisal be changed when it is transferred to another lender
If the original mortgagee has not been reimbursed for the cost of the appraisal, the mortgagee is no
required to transfer theappraisal until it is reimbursed.

The second mortgagee may not request the appraiser t@address the appraisal. If the second
mortgagee finds deficiencies in the appraisal, the mortgagee must order a new appraisal.

Where a mortgagee uses an exigtiappraisal for a different borrower, the mortgagee must enter the new
02ZNNRGSNRE AYF2NNIO0A2Y Ay Cl!/2yySOiA2y® ¢ KS
borrower and refund the fee to the original borrower.

If a Case Transfer is involved KS ySg Y2NI3IF3ISS Ydad SyiSN i
FHAConnection. The new mortgagee must collect an appraisal fee from the borrower, and send the fee
the original mortgagee, who, in turn, must refund the fee to the original borrower.

Correspmdent Transfers

¢tKS FT2ff26Ay3 R20dzySyida VYdzald 0S5 dzde®iteeRSR o6& (f
1 Appraisal (PDF format)

1 Invoice

1 Appraiser Independence Cert

The Appraisal in XML format must be emailedt@@ mimutual.com

If the mortgagee on the transferred appraisal is not the current borrower, @w@dappraisal invoice
reflects payment was received, the correspondent will hev@rovide documentation of payment for
the appraisal to the prior lender tisd on the appraisal.

Broker Transfers
The FHA Caddumber Assignment must be transferred by thker to MiMutual.

All documents related to the appraisal must be emailedte@ mimutual.com
1 Appraisal in PD&nd XML Format

1 Invoice

1 Appraiser Independence Certificate

If the mortgagee on the transferred appraisal is not the current borrower, andagh@aisal invoice

reflects payment was received:

1 The broker must obtain authorization from the borrower to provideypeent in the amount listed
paid on appraisal invoice.

T tlredyYSyd OFy 6S YIFIRS @Al ONBRAG OFNR o0& LIK2YS
Specialist at 814982-9948 (ext. 11100).

1 The broker must be prepared to provide the reason fdhe request (FHA Appraisal
Reimbursement) alongwith the prior lender & borrower informationfor accounting to forward
payment.
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Second Appraisal

As required by FHA in cases of property flippisge(Purchase Transactionsection for additional
requirements). MiMutual is prohibited from ordering an additional appraisal to achieve an increase in
value for the property and/or the elimination or reduction of deéiocies and/or repairs required.

If a second appraisal is required on a 203(k) loan, it must be completisd as

Second Appraisal by Original Mortgagee

A second appraisal may only be ordered if the Direct Endorsement (DE) underwriter determines the
first appraisal is materially deficient and the appraiser is unable or uncooperative in resolving the
deficiency. The mortgagee must fully document the deficiency and status of the appraisal in the
mortgage file. The mortgagee must pay for the secondaispl.

Material deficiencies on appraisals are those deficiencies that have a direct impact on value ant
marketability. Material deficiencies include, but are not limited to:
9 failure to report readily observable defects that impact the health and safétye occupants
and/or structural soundness of the house;
1 reliance upon outdated or dissimilar comparable sales when more recent and/or comparable
sales were available as of the effective date of the appraisal; and
i fraudulent statements or conclusionghen the appraiser had reason to know or should have
known that such statements or conclusions compromise the integrity, accuracy and/or
thoroughness of the appraisal submitted to the client.

Second Appraisal by Second Mortgagee
A second appraisal may lgnbe ordered by the second mortgagee under the following limited
circumstances:
1 the first appraisal contains material deficiencies as determined by the underwriter for the
second mortgagee;
1 the appraiser performing the first appraisal is prohibited fraggarforming appraisals for the
second mortgagee; or
1 the first mortgagee fails to provide a copy of the appraisal to the second mortgagee in a timely
manner, and the failure would cause a delay in closing and harm tbdhewer, including loss
of intered rate lock, violation of purchase contract deadline, occurrence of foreclosure
proceedings and imposition of late fees.

For the first two cases outlined above, MiMutual must rely only on the second appraisal and ensure
that copies of both appraisals aretained in the file. For the third case above, the first appraisal must
be added to the file if it is received.

NOTE: In all cases where a second appraisal is obtained, MiMutual must document why the {
appraisal was ordered, and retain the exqpation and all appraisal reports in the case bind€he cost
of the second appraisal may not be charged to the borrower.
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Appraisal Updates
An appraisal update may only be ordered if:
1 MiMutual islisted as an Intended User of the original appraisal, or
1 We have received permission from the original client and the appraiser

The appraiser incorporates the original report being updated by attachment rather than by reference.

An update of the appraisanay only be used if:
1 Itis performed by the FHA appraiser who performed the original appraisal, who is currently in gooc
standing on the FHA Appraisal Roster;
The property has not declined in value;
The building improvements that contribute value to tpeoperty can be observed from the street
or a public way;
The exterior inspection of the property reveals no deficiencies or other significant changes;
The update of appraisal was ordered by the mortgagee and completed by the appraiser prior to the
expiraton date of the initial 12@lay period; and
1 The original appraisal report was not previously updated

= =4

= =4

Appraisal Effective Date

The effective date of the appraisal cannot be before the FHA case number assignment date unles
MiMutual certifies, via the certification field in the Appraisal Logging Screen in FHAC, that the apprais:
was ordered for conventional lending or governmepiaranteed loan purposes and was performed by a
FHA Roster Appraiser. MiMutual must ensure that the appraisal was performed in accordance with FH
appraisal reporting instructions and ti#gpraisal Report and Data Delivery Guitdlbe intended use of the
appraisal must indicate that it is solely to assist FHA in assessing the risk of the property securing the FF
insured mortgage. AdditionallyFHA and MiMutual must be indicated as the intended users of the
appraisal report. If applicable, MiMutual must retain documentation in the case binder substantiating
conversion of the mortgage to FHA.

Appraisal Validity Perid

FHAappraisalsare valid for 120 daysfor all property types: existing, proposed construction, and under
construction. Sedppraisal Update and/or Completion Report Form 10@hDer Appraisal Report Forms
regarding appraisal extensiond-or appraisal validity on HUD REO transactioeference theHUD REO
chapter.

The 120 day validity period for an appraisal may be exteradede underwriterQdiscretion if:
1 MiMutual approved the borrower beforéhe expiration date of the original appraisalp(@oval of
the borrower occurs when the DE underwriter signs the FHA Loan Underwriting and Transmitta
Summary (HUB2900LT); or
1 The borrower signed a valid sales contract prior to the expiration dateeappraisal

In these caseshe loan must close within 150 days: 120 day validity period for original report plus 30 day
extension if the appraisal has not been updated with an Appraisal Update Report (FNMA Form 1004D).

Appraisals cannot be resed dter the mortgage for which the appraisal was ordered has closed. A new
appraisal is required for each transaction requiring an appraisal. Example: An appraisal used for tt
purchase of a property cannot be used again for a subsequent refinance, e\Zhdfys has not passed.
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Minimum Photograph Requirements

The appraiser must provide photographs as required below, and any additional exterior and interior
photographs, reports, studies, analysis, or copi@s oLINA 2 NJ f AadAy3a Ay &adzZJLi2N
and analysis.

Subject Property Exterior

T
T
T
T

Front and rear at opposite angles to show all sides of the dwelling

Improvements with contributory value not captured in the front or rear photograph

Streetscene photograph to include a portion of the subject site

C2NJ ySg O2yaidNHzOGA2y I AyOfdzRS LIK23G23INIF LKA |

Subject Property Interior

T

E N N

Kitchen, main living area, bathrooms, bedrooms

Any other rooms representing overalbndition

Basement, attic, crawl space

Recent updates, such as restoration, remodeling, and renovation

For two- to four-unit properties, also include photographs of hallways, foyers, laundry rooms,
and other common areas

Comparables Sales, Listings, PerglSales, Rentals, Etc

T
T
T

Front view of each comparable utilized

Photographs taken at an angle to depict both the front and the side when possible

Multiple Listing Service (MLS) photographs are acceptable to exhibit comparable condition a
the time of sale. However, appraisers must include their own photographs as well, to
document compliance

Subject Property Deficiencies

T

Photographs of the deficiency or condition requiring inspection or repair

Condominium Projects

T

05.072018

Additional photographs of the common ar®aand shared amenities of the condominium
project
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The adjusted value is used to determine the maximum mortgage amount.

Purchase Transactions

For purchase transactions, the adjusted valutheslesser of:
1 Purchase price, less any inducements to purchase; or
1 The property value

Refinance Transactions

1 For properties acquired by the borrower within 12 months of the Case Assignment date, the adjustec
value is the lesser of:
0 ¢KS 02 NNE g & Mg pluslanyJddcliniented improvements made subsequent to the

purchase; or

0 The property value

1 Properties acquired by the borrower within 12 months of application by inheritance or through a gift
from a family membermay utilize the calculation of adjusted value for properties purchased 12
months ago or greater

9 For properties acquired by the borrower greater than or equal to 12 months prior to the Case
Assignment date, the adjusted value is the property value

The FEMA Declared Disaster Area Policy applies to all areas eligible for individual assistance due to a fed
government disaster declaration.

If the subject property has had an appraisal completed prior to a declared dispatarto the end date of a
declared disaster, or after a declared disaster with no comments addressing thelisaster condition of the
property from the appraiser, a 1004D or another form of disaster inspection, with photos and comments
regarding the inpact of the disaster to the property (if any), must be obtained.

The type of disaster will determine whether an interior/exterior or just an exterior inspection is required. If
the event was such that the damage will be visible from the street (ex: twpan exterioronly inspection is
permitted. If the event was one that could cause damage that must be viewed from the interior (for example.
flooding), an interior/exterior inspection is required.

Damage inspections may not be performed until aftee thcident period end date (as determined by FEMA)
is declared, and should be completed by the original appraidemwever, if the original appraiser is not
available, another FHA Roster appraiser in good standing with geographic competence in the affadted
may be used. If a different appraiser usedto inspect the property, the appraiser performing the damage
inspection must be provided with a complete copy of the original appraisal.

FHA Streamline Refinance transactions without an appraisal ree@uproperty inspection when the subject
property is located in a Presidentially Declared Disaster ardhgitlosing will occuwithin 90 days of the
disaster incident period end date. The property inspection requirement may be satisfied with thes Rae

form 2075 (exterior only property inspection report) or a property inspection prepared by a licensed
inspector. If there is any indication of damage or negative impact on marketability, an interior inspection
must be performed. Any repairs thaterequired as a result of the inspection must be completed prior to
closing.
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MiMutual allows loans secured by modular homes built in accordance with the Uniform Building Code
administeredby state agencies responsible for adopting and administering building code requirements for the
state in which the modular home is installed. Loans secured Hyaone modular construction are not eligible

for financing with MiMutual. O+irame modular conguction is defined as having a permanent chassis, but no
evidence of compliance with the June 15, 1976, Federal Manufactured Home Construction and Safe
Standards.

Loans secured by prefabricated, panelized, or sectional housing are eligible. Theseigsag@ not have to
aldAa¥Te 1!50a8 CSRSNIf alydzFlFOidz2NSR | 2YS [/ 2yaidNHzO
that are adopted and administered by the state in which the home is installed. The home must conform tc
local building codes in tharea in which it will be located.

Factorybuilt housing not built on a permanent chassis such as modular, prefabricated, panelized, or sectione
housing is not considered manufactured housing and is eligible under the guidelines fanibrpEoperties.
These types of properties

1 must assume the characteristics of shailt housing,

1 must be legally classified as real property, and

1 must conform to all local building codes in the jurisdiction in which they are permanently located.

The purchase, conveyamcand financing (or refinancing) must be evidenced by a valid and enforceable first
lien mortgage or deed of trust that is recorded in the land records, and must represent a single real estat
transaction under applicable state law.

MiMutual affords modlar, prefabricated, panelized, or sectional housing homes the same treatment as site
built housing. Therefore, MiMutual does not have minimum requirements for width, size, roof pitch, or any
other specific construction details.

MiMutual will determine if a property is located in a Special Flood Hazard Area (SFHA) as designated by t
Federal Emergency Management Agency (FEMA). We will obtain a flood zone determination, independent
any assessment made by the apjzer to cover the Life of the Loan Flood Certification.

A property is not eligible for FHA insurance if:

1 a residential building and related improvements to the property are located with SFHA Zone A, ¢
Special Flood Zone Area, or Zone V, a Coastal Ardanaurance under the National Flood Insurance
Program (NFIP) is not available in the community; or

1 the improvements are, or are proposed to be, located within a Coastal Barrier Resource System (CBR
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Proposed / New Construction in SEHAS
If any portion of the property improvements (the dwelling and related structures/equipment essential to
the value of the property and subject to flood damage) is located within a SHFA, the propeot\elgyible
for FHA mortgage insuranagnless:
1 Afinal Letter of Map Amendment (LOMA) or final Letter of Map Revision (LOMR) that removes the
property from the SFHA is obtained from FEMA,
1 MiMutual obtains a FEMA National Flood Insurance Program Elevation Certifics@ (F&@m 81
31), if the property is not removed from th&HA by a LOMA or LOMR. The flood elevation
certificate must document that the lowest floor (including the basement) of the residential building,
and all related improvements/equipment essential teetvalue of the property, is built at or above
the 100year flood elevation in compliance with the NFIP criteria. The flood elevation certificate
must be prepared by a licensed engineersarveyorand completed based on finished construction
Insuranceunder the NFIP must be obtained

If a LOMA or LOMR is obtained that removes the property from the SFHA, neither flood insurance nor
flood elevation certificate is required.

The LOMA, LOMR, or flood elevation certificate must be submitted with thefoasadorsement.

SeeFlood Insurancéor further information.

When the appraisal report or inspection from a qualified entity indicates that repairs are required to make the
LINRLISNIIe YSSG 105Q4 atw 2N) at{X aAadzidzrf YdzadG O2
construction cannot be completed prioo tlosing, MiMutual may establishrepair escrowin accordance with
Repair Escrovguidelines

No maximum number of acresowever, property cannot have agricultural usand comparablesales must
have similar acreage.

MiMutual must determine if there are any legal restrictions on conveyance.

A property that contains leased equipment, or operates with a leased energy system or Power Purchas
Agreement (PPA may be eligible for FHiisured financing but only when such agreements are free of
restrictions that prevent the borrower from freely transferring the property. 8e=4000.1for further detail.

Leased Equipment

The property value may not include the value of any equipment, including an energy system, which is nc
fully owned by the borrower. MiMutual must review the terms of the lease on any equipment to ensure
they do not contain any Legal Restrictions on Conveyance (Free Assumability).
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Certification from the HOA will be required, verifying:
1 Community must be intended and operated for occupabgypersons 55 years of age and older
1 At least 80% of the occupied units must be occupied by at least 1 person who is 55 years of age
older

The effective age reflects the condition of a property relativesitailar competitive properties. The effective
age may be greater than, less than, or equal to the actual age. Any significant difference between the actu
age and effective ages requires an explanation.

The appraiser is required to indicate the estimadtremaining economic life of the subject property as a single
number or as a rangfr all property types, including condominiurust be deemed acceptable for at least
the term of the new mortgage). The appraiser must apply the appropriate technique dstimate the
economic life of the subject and not just report a number without analysis.

FHA requires the property to comply with all applicable zoning ordinances. The appraiser must determine
the current use complies.

If the existing proprty does not comply with all of the current zoning ordinances but is accepted by the local
zoning authority, the appraiser must report the property as Legal -Nonforming and provide a brief
explanation. The appraiser must analyze and report any adwadfset that the nonconforming use has on
GKS LINRPLISNIeQa @OlfdzS FYyR YINJSGlIroAtAdGes FyR aidl ¢

lllegal properties are not eligible for FHA financing.

Externalities refer to ofsite @ Y RA A2y a GKFG T FFSOG | LINBPBLISNIeQa
airport noise and hazards, special airport hazards, proximity to high pressure gas lines, overhead elect
power transmission lines and local distribution lines, smoke, fui@ed,other offensive or noxious odors, and
stationary storage tanks.

The appraiser must report the presence of externalities so MiMutual can determine eligibility. For

detailed direction regarding each of these externalities, please refer t@@ig.1
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Cash Oufransactions

The MLS listing is required to be cancelled at least six months praishboirsementor the loan is subject

to a maximum 70% LTV. In all circumstances, listing agneesmeaust be cancelled prior to loan
disbursement The listing agreemengvidence of cancellation, and signed/dated explanation from the
borrower with the reason why the property was for sale is required.

Rate/Term Transactions

The MLS listing is required to be cancelled prior to Idesbursement The listing agreement, elence of
cancellation, and signed/dated explanation from the borrower with the reason why the property was for
sale is required.

NOTE:These properties pose an increased riskMitdvutual, therefore may be subject to addition
documentation and/or limations.

LG Aa (0KS K2YS2gySNkaStfSNRa NBalLRyaAoAfAde G2 LJ
observe the attic. If unable to view the area safely in their entirety, the appraiser must reschedule a time
when a complete visual observation can be performed, or complete the appraisal subject to an inspection by
gualified third party. In cases where access througdtaitle is limited and the appraiser cannot fully enter
the attic, the insertion of at least the he3ad and shoulders of the appraiser will suffice.

If there is evidence of a deficient condition (such as a watamned ceiling, insufficient ventilatiomr the
smell of mold), the appraiser must report this condition and render the appraisal subject to inspection anc
repairs if necessary.

There must be adequate access to the crawl spadtea minimum, he appraiser is required to make entof

the head and shoulders&nd must visually observe all areas of the crawl space. The appraiser must report an
evidence that may indicate issues with structural support, dampness, damage, or vermin that may affect th
safety, soundness, and securitijtbe property:.
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Inspection and Life Expectancy

The covering must prevent moisture from entering and provide reasonable future utility, durability and
economy of maintenance. The appraiser musteilly examine the roof to determine whether deficiencies
present a health and safety hazard or do not allow for reasonable future utilitye roof should have a
remaining physical life of at least two yeaf$ie appraiser must report if the roof has dethan two years

of remaining life, and make the appraisal subject to inspection by a professional roofer.

Snow Covered Roof
In areas of theountry where the snow is likely to lay for more than a few days:

1 The appraiser is required to make artra-thorough inspection of the attic and all visible roofing
areas for signs of failing roofing materials.
If there is evidence of damage and/or leaks the appraiser is to condition for further inspection.
If there is no evidence of damage and/or wateals, the borrower must be informed that the roof
was snow covered at the time of the appraisal and that it is acceptable to the purchaser/borrower
without any warranty or guarantees from HUD/FHA andv¥oMutual.

1
1

In areas of the country where the snol® NOT likely to lay for more than a few days, a clear roof
inspectionby the appraisetis to be obtained prior to closing.

Properties with multiple parcels are only acceptable if one of the following is criteria is met:
1 All parces were part of the original acquisition of the property as verified by the warranty deed.
1 Any additional parcels included on title/appraisal are designated asbhoddable and cannot be legally
split from the subject property. Appraiser must comment bist

DeterminingPhase ofConstruction

The date on the Certificate of Occupancy will determine whether a property is considete®dsA & G A Yy
[ Saa GKFY hyS | SIENEOD ¢tKAa NBTFTSNR (2 leted®Rthds NI «
one year from the date of the issuance of the C of O or equivalent. The property must never have bee
occupied.

Seller Seasoning (Purchases)
Purchase transactions require the seller to be in title for a minimum loti®&s b be eligible 6r FHA

financing.
NOTE:Bankowned properties and HUD/FNMA/FHLMIned properties are not subject to the-@ay
seller seasoning requirement.
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For existing properties, MiMutual must confirm that the property is free of wood destroying insects and
organisms. If the appraisal is made subject to inspection by a qualified pest control specialist, MiMutual mus
obtain such inspection and evidence afy required treatment to confirm the property is free of wood
destroying insects and organisms.

Wood destroying insects and other organisms can cause serious problems in the wooden structure
components of a house and may go undetected for a long dedabtime. MiMutual requires a termite
inspection (existing properties and new constructiarhen:

1 Concerns are noted or observed within the loan file, or

1 Called for in the sales or purchase agreement, or

1 The appraiser notes there is evidence of activiestation; or

1 Required/mandated by State/Local jurisdiction

In all Atlanta Homeownership Center Jurisdictional States where properties are located im&$PLZb 2 gee
TIP_Zone map the builder must complete the fornrHUDNPCAOQ9-A, Subterranean Termite Protection
. dzA f RSN A Ddzl NlysardigBasahteelaiNiEndidatihg il oné of tine following accepted treatment
methods was used:
1 Bait systemOR
1 Wood (pressure preservative treated wood as outlined in MEOO)L- Under "Type of Treatment",
check the box titled "wood" and add statement "Complies with Mortgagee Letter -2d0for use of
preservative treated wood'OR
1 Soil (Chemical Soil treatmemt)HUDNPCAQ9-B is to be used with form HUBPCAQ9-A only if the
property is treated with a soil termiticide. (The licensed pest control company is responsible for
completing form HUENPCAQ9-B, as appropriate, and providing it to the builder who is responsible for
distribution. Please see ML9EB) OR
1 Building using stdemasonry or concrete building components (with only minor interior wood trim and
roof sheathing.» Under "Type of Treatment" on form the builder is to add in the space to the right of
the box titled "Soil" the statement "Masonry (steel, or concrete) stouction, no treatment needed.
Complies with ML 004."

The use of postonstruction soil treatment where a chemical termiticide is applied only around the perimeter
of the foundation is NOT acceptable.

NOTE All chemical soil treatments, bait systems, and chemical wood treatments must be approved
Environmental Protection Agency (EPA) and applied in accordance with the EPA label instructions

Back to Top

05.072018 34



FHA 4000.1 Underwriting GuidelinesCpollateral Requirements
Map of TIP (Termite Infestation Probability) Zones

- WVERY HEAVY

- MODERATE TO HEAWY

I:I SLIGHT TO MODERATE

[ ] noneTo suieHT

Water and Sewage Systems Requirements

Minimum Distance Between the Well and thBource of Pollution
The following chart provides FHA's minimuhstance requirement between the well and the potential

source of contamination:

Individual Water Supply System for Minimum Property Requirements (Existing Construction)*

Source Minimum Distance (feet)
Property line 10
Septic Tank 50
DrainField 100
(Septic tank drain field reduced to 75 feet if allowed by local authority)

*distance requirements of local authority prevail if greater than stated above
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Distance Sketch without &Vell or Septic Report

Although the appraiser is not required to sketch the distance between the well and septic, the appraise!
aK2dZ R 0S YAYRTFdA 2F Cl! Qa8 YAYAYdzy RAaillIyOS NB
and septic on the sketch adddam to the appraisal report. A copy of a survey would be helpful for the
appraiser to make the final determination, but it is not required. If the appraiser is not able to provide this
information, a septic inspection with sketch may be required.

NOTE FHA has made an exception for the State of Michigan (based on state requirementg
minimum distance requirement between the well and the septic field is 75 feet.

Currently, HUD allows for a lesser distance from the well to apstsbned aregfrom 25 to 15 feet) or
drain field (from 100 to 50 feet) if the well penetrates impervious strata of clay, hardpan or indkis

case, the well drillers log is requiredhe well cannot be within 10 feet of any roadway or the property
line of anythirg other than a single family residence (i.e. the well cannot be within 10 feet of a commercial,
industrial or multifamily building).

Water System

Water Well Minimum PropertyRequirementdor Existing Construction
Each living unit must contain tHellowing:
1 Domestic hot water
1 A continuing and sufficient supply of potable water under adequate pressure and of
appropriate quality for all household uses
1 Water flow of three to five gallons per minute
1 No exposure to environmental contamination
1 Water quaity must meet requirements of local jurisdiction or the EPA if no local standard
1 Sanitary facilities and a safe method of sewage disposal

Water Well Minimum Property Standards for New Construction
1 Leadfree piping
1 If no local chemical and bacteriologiegter standards, state standards apply
9 Connection of public water whenever feasible
1 Wells must deliver water flow of five gallons per minute over at least a four hour period

Restrictions

The property idneligiblefor an FHAnsured loan if served by amyf the following:
Spring

Lake

River

Cistern/Cesspool

Well located within the foundation walls

= =4 4 -4 -4
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Individual Water Supply System (Well)
Awell test (or inspection) is required under the following circumstances:

1 If mandated by state or local jurisdiction;

1 Ifthereis knowledge that the well water may be contaminated;

1 If the water supply relies upon a water purification system due to the presence of
contaminates;

1 If the appraiser suspects a problem and requiregager test;

1 When there is evidence of:

o Corrosion of pipes (plumbing)
0 Areas of intensive agriculture within ¥ mile
o Coal mining or gas drilling operations within ¥ mile
o Dump, junkyard, landfill, factory, gas station, or dry cleaning operation within %2 mile
o Unusually objectionable taste, smell or appearance of well water
Shared Well
MiMutual must confirm that a Shared Well:

1 Serves existing properties that cannot feasibly be connected to an acceptable public or
community water supply system;

1 Is capable of mviding a continuous supply of water to involved dwelling units so that each
existing property simultaneously will be assured of at least three gallons per minute (five
gallons per minute for proposed construction) over a continuous four hour period. welie
itself may have a lesser yield if pressurized storage is provided in an amount that will make 72
gallons of water available to each connected existing dwelling during a continuous four hour
period or 1,200 gallons of water available to each propodeelling during a continuous four
hour period. The shared well system yield must be demonstrated by a certified pumping test or
other means acceptable to all agreeing parties;

1 Provides safe and potable water. An inspection is required under the sanuenstiances as an
individual well. This may be evidenced by a letter from the health authority having jurisdiction
or, in the absence of local health department standards, by a certified water quality analysis
demonstrating that the well water complies with K S 9t ! Qa4 bl GA2Yy It Ly
Regulations;

1 Has a valve on each dwelling service line as it leaves the well so that water may be shut off t
each served dwelling without interrupting service to the other properties; and

1 Serves no more than foliving units or properties.

05.072018
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For both proposed and existing properties, MiMutual must ensure that the Shared Well Agreement
reflects the provisions below in order to be determined acceptable:

05.072018

l

Require that tle agreement is binding upon signatory parties and their successors in title,

recorded in local deed records when executed and recorded, and reflects joiner by any

mortgagee holding a mortgage on any property connected to the shared well

Permit well water ampling and testing by the local authority at the request of any party at any

time

Require that corrective measures be implemented if testing reveals a significant water quality

deficiency, but only with the consent of a majority of all parties

Ensurecot ydzA G & 2F g1 GSNJ aSNWBAOS (2 dadzllLi AS

YSSR T2NJ 64KS &KIFINBR ¢Sttt aeadSy o6d&adzlLi A

continuing water supply)

Prohibit well water usage by any party for othéan bona fide domestic purposes

Prohibit connection of any additional living unit to the shared well system without:

0 The consent of all parties

0 The appropriate amendment of the agreement; and

o Compliance with bullet #3 above

Prohibit any party from locatin@r relocating any element of an individual sewage disposal

system within 75 feet (100 feet for proposed construction) of the shared well

Establish easements for all elements of the system, ensuring access and necessary workit

space for system operatiomaintenance, improvement, inspection and testing

Specify that no party may install landscaping or improvements that will impair the use of the

easements

Specify that any removal and replacement of preexisting site improvements, necessary for

system operatn, maintenance, replacement, improvement, inspection or testing, will be at

the cost of their owner, except for costs to remove and replace common boundary fencing or

walls, which must be shared equally between or among parties

Establish the right of anparty to act to correct an emergency in the absence of the other

parties onsite. An emergency must be defined as failure of any shared portion of the system tc

deliver water upon demand

Permit an agreement amendment to ensure equitable readjustment of esharosts when

there may be significant changes in well pump energy rates or the occupancy or use of ar

involved property

Require the consent of a majority of all parties upon cost sharing, except in emergencies

before actions are taken for system mainten®, replacement or improvement

Require that any necessary replacement or improvement of a system element(s) will at least

restore original system performance

Specify required cost sharing for:

0 The energy supply for the well pump;

0 System maintenance, inaing repairs, testing, inspection and disinfection;

o0 System component replacement due to wear, obsolescence, incrustation or corrosion; and

o0 System improvement to increase the service life of a material or component to restore well
yield or to provide necessy system protection

Specify that no party shall be responsible for unilaterally incurred shared well debts of another

party, except for correction of emergency situations. Emergency correction costs must be

equally shared

¢
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1 Require that each party be responsible for:
o Prompt repair of any detected leak in this water service line or plumbing system;
0 Repair costs to correct system damage caused by a resident or guest at their property; and
0 Necessary repair or réggcement of the service line connecting the system to the dwelling

1 Require equal sharing of repair costs for system damage caused by persons other than
resident or guest at a property sharing the well

1 Ensure equal sharing of costs for abandoning all art mf the shared system so that
contamination of ground water or other hazards will be avoided

1 Ensure prompt collection from all parties and prompt payment of system operation,
maintenance, replacement or improvement costs

1 Specify that the recordedgreement may not be amended during the term of a federally
insured orcguaranteed mortgage on any property served, except as provided in bullets 5 and
11 above

1 Provide for binding arbitration of any dispute or impasse between parties with regard to the
system or terms of agreement. Binding arbitration must be through the American Arbitration
Association or a similar body and may be initiated at any time by any party to the agreement.
Parties to the agreement must equally share arbitration costs.

The appaiser must obtain a copy of the Shared Well Agreement and include it in the appraisal report
so that MiMutual may review the agreement to determine eligibility. The appraiser must also require
an inspection under the same circumstancesagdividual well

Community Well
If the property is serviced by a community well system, FHA requires documentation such as th
articles of incorporation or bylaws and/or Community Well agreement that will supportalbh@wving:
1 Service will be continuous and cannot be stopped and/or interrupted.
The rate of the service and that it is reasonable
Identify the property/borrowers have ownership rights
The maintenance and expense of the well is properly managed
That the well has been tested within the last year and meets local or state authority water
quality requirements (the most recent test must be provided)

T
1
1
il

The Community Well agreement must be fully executed (and either recorded or in recordable form)
and provided inhe loan submission package at time of underwriting.

The appraiser must note the name of the water company on the appraisal report.

Public Connection

If the property has a well, and there is public water available to the property, a public connection is
required unless the cost is considered prohibitive. If #t@nection costswill exceed 3% of the
estimated value of the property, then connection to the public system is not requpsaliding the
existing onsite systems are functioning properly and meet the requirements of the local health
department

The appraiser must rept on the availability of connection to public and/or community water system,
and any jurisdictional conditions requiring connection.
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Water Testing

If water testing is required, certification must be provided by one of the following:
1 Health Authority Approval from the local municipality
1 Alicensed Water Lab

The water must meet the requirements of the Emwimental Protection Agency (EPA) and the
maximum contaminant levels established by the EPA will apply. The water must be checked for th
following contaminants:
1 Lead (first draw)
Nitrate (as Nitrogen)
Nitrite (as Nitrogen)
Total Nitrate/Nitrite
Total Cdforms
Fecal Coliforms or E Coli

= =4 -4 -4 -4

Water Purification Systems
Properties with Water Purification Systems are not eligible for financing.

1 An individual water purification system is a system that is needed to make the water safe and
meet code when thendividual water supply is unsafe for human consumption unless the
system is operating properly. This is not a system that is installed to improve the taste or
softness of the water.

1 Properties with individual water purification systems can be identifted reviewing the
appraisal.

Sewage System

Individual Sewage System (Septic)

A Sewage System / Septic test (or inspection) is required under the following circumstances:
1 If mandated by state or local jurisdiction;
1 If the appraiser suspects a problem witie system and requires a test;
1 Problems are common in the area;
9 If thereis knowledge there is a problem with the system
1 If there are readily observable signs of system failure

An inspection rayalsobe required in cases where the property has beacant

If inspection is required, certification must be provided by one of the following:
1 Health authority approval from the local municipality;
1 Alicensed sanitarian

Public Connection

If the property has a septic system, and there is public sewer available to the property, a public
connection is required unless the cost is considered prohibitive. IEtmnection costwill exceed 3%

of the estimated value of the property, then connemt to the public system is not requiredThe
appraiser must report on the availability of connection to public and/or community sewer system, and
any jurisdictional conditions requiring connection.
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Building on Own Land refers to a product of the 203(b) program used to finance the construction of a dwellin
on land already owned by the borrower for greater than 6 months.

Borrower Eligibility

The borrower must have contracted with a lmel to construct the improvements. The builder must be a
licensed General Contractor (GC). The borrower may act as the general contractor, only if the borrower
also a licensed GC.

Maximum Mortgage Amount
The lesser of the property value of the documbed acquisition cost must be used to determine the
Adjusted Value.

The documented acquisition cost of the property includes:
f .dAf RSNR& LINKROS 2NJ GKS adzy 2F |ttt &dz002y G NI O
1 Value of the land as shown in the site value of the apptassal

1 Interest and other costs associated with a construction loan obtained by the borrower to fund
construction

Minimum Required Investment

The mortgage is calculated using the purchase Loan to Value (LTV) limits. The Settlement Statement
similarlegal document may be prepared as a refinance transaction. Any borrower required funds to clos
must be documented to have been from an acceptable source of funds.

If the land was given as a gift to the borrower, it must be documented that the dononatae prohibited
source. Standard gift documentation must be obtained for any gift of land.

2NNPGSNR& ! RRAGAZ2YIE 9ljdAade Ay GKS t NPL
The borrower may not receive cash back from the additional equity in the property, but the borrower may
replenish thé own cash expenditures for any borrowpaid extras over and above the contract
ALISOATAOLFGAZ2Ya YR lyeé 2dzi 2F L1201S0G SELSyasSa
extras and expenses and the cost of each item must be obtained.

Reaquired Documentation
General New Construction requirements must be complied with. The date of the purchase of the lanc
must be documented by obtaining the Settlement Statement or similar legal document.
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For allthree and fourunit properties:
1 The borrower must have personal reserves equivalent to three months-MIHfter closing on a
purchase transaction. Reserves cannot be derived from a gift.
1 The maximum mortgage amoufr three and fourunit properties is limited, so that the ratio of the
monthly mortgage payment, divided by the monthly net rental income, does not exceed 18@%.
SelfSufficiency Rental Inconfer calculationmethod.

On existingconstruction one year old or 1e400% complete but never occupie@xcluding manufactured
homes and condominiumthe Building Permitaind Certificate of Occupan@re required.

NOTE: FHA treats the sale of an occupied property that has been completed less than one year fr
issuance of the CO or equivalent as an existing property.

Documentation Requirements for Maximum Financing
. dzAf RSNR& / S NSpicHidaidhsiaidSige (HRIR541)t | v &
1 Warranty of Completion of ConstructiqflUD92544) ;
1 Required inspections;
f Wood Infestation Reporif locatedin aTermite Infestation Probability (TIP) Zooier i K y & b 2
G2 {fA3IAKGE
0 Form HUBNPMA99-A,{ dzo G SNNI ySIy ¢SNI¥YAGS t NeRelbrédiok &y
New Construction. If the building is constructed with steel, masonry or concrete building
components with only minor interior wood trim and roof sheathing, meatment is needed.
The builder notes on the form must confirm that the construction is masonry, steel, or
concrete.
o Form HUENPMA99-B, New Construction Subterranean Termite Service Rew®reequired
when the proposed property is treated with a soilechical termiticide. MiMutual must reject
the use of postonstruction soil treatment when the termiticide is applied only around the
perimeter of the foundation.
1 Local Heath Authority well water analysis opse report (where required by the local juditional
authority)
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Financing LTV Limit
Properties that are Existing for Less than One Year are limited to a 90% LTV unless they are covered wit
HUDaccepted insured tefyear protection plan, and they ne¢ the required documentation as set forth

above.

For a mortgage with an LTV of 90% or less, the following must be obtained:
f .dzAft RSNRA / SNIATFTAOIGAZ2Y 20541)f | yaA X { LISOATFAOL
1 Final inspection or appraisal, if property is 1008mplete;
f Wood Infestation Report, if locatdd aTIP Zon®therthand b 2 yS G2 {f A3IKGET

0 Form HUBNPMA99-A,{ dzo 6 SNNJ ySIy ¢ SNN¥AGS t NeRebusrediok &y
New Construction. If the building is &iructed with steel, masonry or concrete building
components with only minor interior wood trim and roof sheathing, no treatment is needed.
The builder notes on the form must confirm that the construction is masonry, steel, or
concrete.

o Form HUENPMA99-B, New Construction Subterranean Termite Service Rec®rquired
when the proposed property is treated with a soil chemical termiticide. MiMutual must reject
the use of postonstruction soil treatment when the termiticide is applied only around the
perimeter of the foundation.

1 Local Heath Authority well water analysis opse report (where required by the local jurisdictional
authority)

Docs to Be Provided to Appraiser Upon Order
The appraisemust be providedvith a fully executed form HUB2541, signed and dated no more than 30

days prior to the date the appraisal was ordered.

For properties greater than 90 percent but less than 100 percent completed, the appraissr be
providedwith a list of components$o be installed or completed after the date of inspection.

Property Considerations
All existing construction less than one year must meet HUD Minimum Property Requirements (MPR) ar

Minimum Property Standards (MPS). For detailed requirements regardopemy condition of existing
construction less than 1 year, st 4000.1
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Condominiums

LT G0KS 62NR aO2yR2¢ | LIJISFNAR Ay GKS € S3F{ URISrAh® NR L.
Housing & Economic Recovery Act of 2008, the insuring of condominium unit loangsveoned by Section
203(b) of the National Housing Act. They should no longer be processed under Section 234(c).

A condominium project must be Fapproved before a mortgage on an individual condominium unit can be
insured. MiMutual only permitsthe HUD Review and Approval Process (HRARiMutual has not
implemented the Direct Endorsement Lender Review and Approval Process (DELURAP).A & (K S
responsibility to submitthe project review package to the HUD Homeownership Center (Attentiohnica
Support Branch) that serves the state where the subject property is located.

Link to Search for approved Condominiums:
https://entp.hud.gov/idapp/html/condlook.cfm

Link to icentify the HUD Homeownership Center (HOC) that serves the state where the subject property i
located:
http://www.hud.gov/offices/hsg/sth/hoc/hsghocs.cfm

An HOA Questionnaire must be completed and delivered to underwritigle the use of the form located
2y aAadzidzZ f Qad 6So6aAiidsS Aa y20 YIYRFG2NEY Fye 20GKS!

HazardLiability Insurance Project Approval)
tKS K2YS26ySNBQ |3a20AFGA2y Aa NBIddZANBR (2Y
f alAyaGrAy FRSIdzZ-GS aYFadSNE 2N aoflyl1Saé LINE
current replacement cost of the condominium exclusive of land, foundation, excavation and other
items namally excluded from coverage;
1 Maintain comprehensive general liability insurance covering all of the common elements,
O2YYSNDOAI € aLl 0SS 26ySR |yR fSFaSR o0& GKS
condominium.

If the HOA does not maintain 100968 NI 3S> G KS dzyAdG 26y SN Y e y2i
requirement.

HO6 (Loan Level)
The unit owner is required toi I Ay -Ay & 602 @& NI -8 & itd dguivaledty if thie Imhaster or
blanket policy does not include interior unit @S NI 3Sd A K& OBPENRIS VYdza
determined by the insurer, to repair the interior of the condominium unit, including any additions,
improvements and betterments to repair the unit to its original condition prior to the claim event.
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Fiddity Bond / Fidelity InsurancéProject Approval)
Fidelity Bond Insurancelm& | f a2 0SS 1y 26y &da £a 92N &2/e8NSASY S5 At a2KE 24K
established projects with more than 20 units, tlhe®meowners associations required to obtain and
maintain this insurance;
1 The homeowners association must maintain this insurance for all officers, directorgngnidyees
of the association and all other persons handling or responsible for funds administered by the
association;
1 The coverage must be no less than a sum equal to three months aggregate assessments on all un
plus reserve funds unless State law mandates a maximum dollar amount of required coverage.

If the homeowners association engages the services of a managepwnpany, the homeowners
association must require thmmanagement companyo maintainFidelity Bond/Fidelitynsurancecoverage
for its officers, employees and agents handling or responsible for funds of, or administered on behalf of
the owners association. The required coverage must meet the following requirements:
T ¢KS K2YS2gySNRa | aaz2O0Al GA 2y QdlicyGpeBifsdly ntates thg y F
management company as an agent or insured;
OR
f ¢KS K2YS2gySNRa | aaz
OYLX 285S¢ SyR2NBRSYSyYyG GKFG adagrisa a
performingil KS &4 SNIWA OSa RANBOGSR yR 02y (NP
0KS K2YS2gySNRa | aa ALGA2yQa LRfAOeD
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In no event may the aggregate amount of such bonds be less than a sum equal to 3 months aggrega
assessments on all units plusserve funds unless State law requires a maximum amount of required
coverage.

Flood Project and Loan Level)
CtKS K2YS26ySNBQ aa20AFGA2y Aa NBIdZANBR G2 2060l

1 Coverage equal to the replacement cost of the project less land costs or e tNdtional Flood
Insurance Program (NFIP) standard of $250,000 per unit, whichever is less;

1 The maximum limit of building insurance coverage of a residential condominium building in a
regular program community is $250,000 times the number of units inbiéding (not to exceed
0KS 0dzZAf RAy3aQa NBLX FOSYSyd O2adoT

1 The homeowners association, not the borrower or the individual unit owner, is responsible for
obtaining and maintaining adequate flood insurance under the NFIP on buildings located in &
Special Elod Hazard Area (SFHA); and

1 The flood insurance coverage must protect the interest of borrowers who hold title to an individual
unit as well as the common areas of the condominium project;

Back to Top

05.072018 45



FHA 4000.1 Underwriting GuidelinesClondominiums

1 All common areas and recreational facilities must be completed. The Final Certificate of Occupancy ft
the final unit and/or subject unit may be required.
Additional phasing and/or addns are not permitted.
Control of the Homeowners Associatiorust have transferred from the developer to the unit owners.
Projects must consist of at least 2 units.
All units must be sold and closed (100% complete)
Project must be at least 50% ownreccupied
o Projects may be eligible for approval between 35% and 6@#ter occupancy under the following
circumstances and subject to the following conditions:
A Applications must be submitted for processing and review under the HRAP option (MiMutual
does not allow DELRAP); and
A Financial documents (see Section 2.1.6 of G&de must provide for funding of replacement
reserves for capital expenditure and deferred maintenance in an account representing at least
20% of the budget; and
A No more than 10% of the total units can be in arrears (more than 60 days past due) on theil
condominium association fee payments (as defined in Section 2.1.5 @ules; and
A Three years of acceptable financial documents (see Section 2.1.6 oftihg® must be
provided

= =4 =8 -4 A

NOTE: Owner occupancy of 0% is only eligible for condo project approval applicatig
recertification applications, annexation applications, or reconsideration applications submitt
HUD for review.It does not apply to projects that are already Fkefpoproved but have not bee

re-reviewed for eligibility in meeting the requirements of ML 20f5.

1 No more than 10% of units may be owned by one investor. This also applies to developers/builder
that subsequently rent vacant and unsold units. For projects with 10 unitssy @ single entity may
own more than one unit.

No greater than 15% of the total units can be more ti6@ndays past due on their association dues

If the project has any special assessments pending, their impact on the units and marketability must b

analyzed. Any increase in dues must be included in the qualifying ratios. Typically, a newer project wi

have pending assessments.

1 If the HOA is involved in any pending litigation, the complex is generally not eligible for financing
Exceptions may be mad&owever,providing thelitigation does not negatively impact the project or
the rights of the unit owners.

1 If the project contains any adverse environmental factors that affect the project as a windlee
individual units, the appraiser must addres®ithimpact on value and marketability. A determination
will be made by underwriting based on their findings.

1 MiMutual must review he budgetto determine that it isadequate to ensure sufficient funds are
available to maintain and preserve all amenitiegldeatures unique to the project, to provide for the
funding of replacement reserves for capital expenditures and deferred maintenance in an accoun
representing at least 10% of the budget, and to provide adequate funding for insurance coverage ani
deducibles

= =4
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FHA 4000.1 Underwriting GuidelinesClondominiums

The legal documents of the projeabay notinclude any restrictions on sale which would limit the free
transferability of title(for example, deed/income restrictiohs

NOTE: Right of First Refusal igermitted unless it violates discriminatory conduct under the Fair
Housing Act regulation at 24 CFR part 100.

The subject unit must be part of a legally established condominium project, in which common area:
are owned jointly by unit owners.

The units irthe project must be held in fee simple title.

The amenities / recreational facilities must be owned by the HOA

The property may not operate as a resort or hotel, renting units on a daily/weekly basis. It may nof
offer services such as housekeeping, resamt/food service, time shares, mandatory rental pool, or

O2YYSNOALFE aLl OS Ay SEOSaa 2F wp: 2F GKS LINE LX

NOTE: Owner occupied units are defined as principal residences, secondary residences, or ur
have beensold to purchasers who intend to occupy them as a primary or secondary reside
principal residence refers to a dwelling where the owner maintains or will maintain their perm
place of abode, and which the owner typically occupies or will ocaugid majority of the calenda
year. A secondary residence refers to a dwelling that an owner occupies in addition to their pf
residence, but less than a majority of the calendar year. A secondary residence does not in
vacation home.

A detached condo is not necessarily a site condo. Site condominiums are defined as:

1 Single family totally detached dwellings (no shared garages or any other attached buildings such &
archways or breezewaysind

1 Are encumbered by declaration of condominium covenants or condominium form of ownersduial

1 The condominium unit consists of the entire structure as well as the site and air space, and are nc
considered to be common areas or limited common areasl

1 Insurance and mainteance costs are totally the responsibility of the unit owreang

1 Any common assessments collected will be for amenities outside of the footprint of the individual site.

While project approval is not required for site condominiums, a condo that does not meet the definition of
site condo above (including detached condominiumg)l require full project approval. The Individual
Condominium Unit Appraisal Report (Form 1073) required, and the Condominium Rider to the
Mortgage/Deed of Trust (prepared by MiMutual) must be fully executed at closing. The Uniform Residentic
Appraisal Report (Form 1004) is no longer permitted. Site Condominium comparable sales should be used
completing the appraisal report. If the appraiser uses comparable sales other than site condos they mus
provide an explanation in the appraisal report.

NOTE The case number assignment must reflect the property as a condo (select site condo in timaarg
¢ a condo ID is not needed/required). The case number suffix must be 734 for a condo, 731 if
condaniniumor 804 if a subject is sitecondo using a 203(k) loan.
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1 To determine if a condominium project is FHA approved, refer to the following website:
https://entp.hud.gov/idapp/html/condlook.cfm

1 FHA Case Numbers may not be obtained until a condominium project is approved.

91 If complex has been denied or withdrawthe project is not eligible uiit the project is approved by
HUD.

Loan approval for a condominium unit within a converted project is permitted provided the project is 100%
complete and appears in FHA Connection on the condominium approval list.

Theunderwriter is still responsible for:
1 Completion the recertification form to verify the condominium still meets FHA guidelines.
T wSOASgAYy3T GAGES (G2 SyadNBispakisfullzy RSNX @Ay 3 aof Iy
1 All share interests have been converted to deeds.

MiMutualQ &HA Condominium Homeown& Association Questionnairgavailable on our website)s
requiredto be provided to underwriting Per HUD it is the S Y Rré&splsibility to certify (on Attachment C)
that the unit in connection with the loan file has been verified to be in a project that to the best of their
knowledge continues to meet all FHA condominium requirements. These forms will be required at time o
initial loan submission. Please make stire Questionnaire you submit is accurate and properly completed in
its entirety, and fully executed by an authorized agent of the HOA. Any requests to provide updated and/o
revisedquestionnaires will be denied.

FHA will display theconcentration information for each approved condominium development on the
approved condominium listing, which can be found on both FHA Connection and on the public website ¢
www.hud.gov The concentration level willkebbased on case numbers assigned on units in a prdjetd will

not issue new case numbers once thBO percent concentration level (plus a small tolerance to
accommodate for some falbut) has been reached in any particular development.

1 Streamline refinance transactions without an appraisal
1 HUD REO transactions
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FHA 4000.1 Underwriting GuidelinesClredit

Credit

Adversecredit seasoning (bankruptcy, foreclosure, housing lates, etc) is calculated from the date of the
occurrence to thease number assignment date

All documentation must be from a reasonably reliable thpadty source, and must satisfy the requirements of
the Ability to Repay Rule.

Verification of Institutional MortgageHistory
A current payoff is required on all refinance transactians one of the following:
1 Verification of Mortgage dated within thirty days of closing.

1 Mortgage history reflecting current on the credit bureau. This applies to subject property and any

other properties owned. If mortgage is included as part obankruptcy or is otherwise not
reported accurately on credit report, a payment history/ledger will be required.

f 12 months canceled checks (front and back) or 12 consechtigey” (i famk Qtatements showing
payments.

Verification of Rental Paymernitlistory

If verification ofrental paymenthistory is required, one of the following options may be used:
9 Verification of Rent (VOR)
1 12 months canceled checks (frontcdaback) or
1 12 consecutive monthbank statements showing payments

Land Contract/Contract for Bed
1 Copy of Land Contratecorded or unrecorded)

1 Last 12 (or from inception of the contract) consecutive months canceled checks (front and back), o

bank statements showing payments.

NOTEAIllunrecordedand contract transactions must be treated as purchases.

Leasewith Option to Purchase
1 Copy of Lease w/Option Agreement

1 Last 12 consecutive months canceled checks (front and back), or bank statements showin
payments

NOTE: All lease options are teded as purchase transactionsThe cumulative amount of rent3

LI 2yYSyida G(KIG SEOSSRa (KS | LipdNbiderc&Ninaicordparable e
schedule provided with the FHA appraisalh be used toward th®IRI.

Back to Top

05.072018 49



FHA 4000.1 Underwriting GuidelinesClredit

A TriMerged Credit Report (TRMCR) from an independent consumer reporting agency must be obtained.
any inconsistencies between any information in the mortgage file and the original cepditt are identified
by the underwriter, a new credit report must be obtained and rescored through TOTAL.

Additionally, @ credit reports since the date of application must be provided to the MiMutual underwriter for
review. If a credit report (or muftle reports) exist that were pulled before the credit report being used to
decision the file, the underwriter will condition for a copy of each report and analyze the data as a part of the
02NNRP 6 SNR&E ONBRAG NBGASo®

The Minimum Decision Credit Score (MDCS) refers to the credit score reported b& tNANE 6 SN & ONX
when all reported scores are the same. Where three differing scores are reported, the middle score is th
MDCS. Where two differing scores are reged, the MDCS is the lowest scoM/here only one score is
reported, that score is the MDCS.

An MDCS is determined for eabbrrower. Where the mortgage involves multipb®rrowers, MiMutual will
determine the MDCS for eaddorrower, and then select theowest MDCS for atiorrowers.

MiMutual requires aMDGCSof 580 (unless otherwise specified by product typeFor all loans with MDC $sss
than 640, manual underwriting is not permitted.

Validating credit scores isequired on manually underwritten loans. Htypically requires 24 tradelines to
validate a credit score depending on depth of credit, the type of tradeline, and length of time establi§hed.
you are in doubt, email our scenario help degklesalescenarios@mimutual.c)psubmit your scenario
through our website, or contact your Account Executive. Submission of a full credit package including &
income and asset information for underwriter review may be reedi

Collection Accounts, Charge Off Accounts, Accounts with Late Payments in the Pseviou
24 Months, and Judgments

/| 2t f SOGA2y&a YR 2dzRAYSyida YIFeé AYRAOLIFGS rhust be2 NN.
considered in the creditworthiness analysis. Medical collections are excluded from this guidance.

There are no documentation or letter of explanation requirements for loans thidse types oficcounts

run through TOTAL Mortgage Scorecard receiving anO O S LJi k dedpitakiie gr&énce of collection

I O02dzyia 2N 2dzRIYSydGad ¢KSasS | O002dzyia KIF@S o6SS
credit score. If TOTAL Mortgage Scorecardegates ad w S Fti& ld@ndnustbe manually underwriten in
accordance with the guidance above applicable to manually underwritten loans with collection accounts
and judgments.
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Handling of Collection Accounts
A collection account is a loan or debt that has been submitted to a collection agency by a creditor.

If the credit report(s) used in the TOTAL analysis show cumulative outstanding collection accour
balances of $2,000 or greater, MiMutual must:
1 Verify that the debt is paid in full at the time of or prior to settlement using an acceptable
source of funds;
1 Verify that the borrower has made payment arrangements with the creditor and include the
Y2YGKE@ LIeYSyid Ay (GKS 02NNRgSNRa 5¢LT 2NJ
1 If a payment arrangeent is not available, calculate the monthly payment using 5% of the
2dziadl yRAY3 o0l flyOS 2F SIkOK 0O02fftSO0A2Y | YR

Collection accounts of a ndmorrowing spouse in a community property state must be incluthethe
PHZnnn OdzYdzZ F GABS ol flyOS YR FtylLftel SR Fa |
accounts, unless excluded by state law.

The following documentation must be provided:
1 Evidence of payment in full, if paid prior to settlement;
1 The pawpff statement, if paid at settlement; or
1 The payment arrangement with the creditor, if not paid prior to or at settlement.

If MiMutual uses 5% of the outstanding balance, no documentation is required.

Disputed Accounts

¢tKS SEA&GSYOS 2F LRIESYy(GAlLtte Ayl OOdaNI S Ay T 2Ny
Ydzali 06S NBGASHSR o0& Fy dzy RSNBNARAGSNW ! OO02dzyiia @K
not considered in the credit score utilized BYOTAL Mortgage Scorecard in rating the application.
Therefore MiMutual will consider them in the underwriting analysis as described below.

Disputed Derogatory Accounts Indicated on the Credit Report
Disputed derogatory credit accounts refer to disputetiarge off accounts, disputed collection
accounts, and disputed accounts with late payments in the last 24 months.

Exclusions from cumulative balances include:
91 Disputed medical accounts; and
91 Disputed derogatory credit resulting from identity theft, credard theft or unauthorized use.
To exclude these balances, MiMutual must include a copy of the police report or other
documentation from the creditor to support the status of the accounts

If the credit report utilized by TOTAL Mortgage Scorecard itelicthat the borrowerhas $1,000 or
more collectively in disputed derogatory credit accounts, the mortgage must be downgraded to a Refel
and manually underwritten.

Disputed derogatory credit accounts of a Abarrowing spouse in a community property ttaare not
included in the cumulative balance for determining if the mortgage application is downgraded to a
Refer.

Non-derogatory disputed accounts are excluded from the $1,000 cumulative total.
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Non-DerogatoryDisputed Accounts and Disputed Accounts Nadicated on the Credit Report
Non-derogatory disputed accounts include the following types of accounts:

1 disputed accounts with zero balance,

1 disputed accounts with late payments aged 24 months or greater, and

1 disputed accounts that are current and paid as agreed.

If a borrower is disputing nederogatory accounts, or is disputing accounts which are not indicated on
the credit report as being disputedViiMutual will y 2 i R2 ¢y ANI RS { K Refek LILX
Howeverwe willl y I f @ 1T S (GKS SFFSOG 2F GKS RA&LIWzISR IO
f2rye LT GKS RA&LIzIS NXadzZ 6a Ay GKS 02 NNRBi#DSND:
income ratio being less than the amount indicated the credit report, the borrower must provide
documentation of the lower payments.

Judgments
FHA requires judgments to be paid off before the mortgage loan is eligible for FHA insurance. An exceptic

to the payoff of a court ordered judgment may be maidieghe borrower has an agreement with the
creditor to make regular and timely paymentand the judgment will not supersede the Fihured
mortgage lien The borrower must provide a copy of the agreement and evidence that payments were
made on time in accordance with the agreemead a minimum of three months of scheduled payments
have been made prior to credit approval.

Borrowers are not allowed torppay scheduled payments in order to meet the required minimum of three
months of payments. Furthermor&jiMutual will include the payment amourds statedn the agreement
Ay GKS OF f Odzt | (A 24p-inédFerdti®€S 02 NNRgSNRa RSod

FHA requires judgmentsf a nonpurchasing spouse in a community property state to be paid in full, or
meet the exception guidance for judgments above, unless excluded by state law.

The following documentation must be obtained:

1 Evidence of payment in full, if paid prior to #etment;

1 The payoff statement, if paid at settlement; or

1 The payment arrangement with creditor, if not paid prior to or at settlement, and a subordination
agreement for any liens existing on title

Inaccuracy in Debt Considered
When an inaccuracy in the amnt or type of debt or obligation is revealed during the application process
and the correct information was not considered by the AUS, MiMutual must:

1 Verify the actual monthly payment amount;

1 Resubmit the mortgage for evaluation by TOTAL if the cumelathange in the amount of the
fAFOAfAGASE GKIG YdaAald o0S AyOfdzRSR Ay GKS o2
and

T 5SGSNX¥AYS GKIFIG GKS FTRRAUGAZ2YIf RSo0G o6l a y2ike
Investment (MRI)
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Bankruptcy

MiMutual must document the passage of two years since the discharge date of any bankruptcy. If th
bankruptcy was discharged within two years from the date of case number assignment, the mortgage
must be dowgraded to a Refer and manually underwritten.

If the credit report does not verify the discharge date or additional documentation is necessary to
determine if any liabilities were discharged in the bankruptcy, MiMutual must obtain the bankruptcy and
discharge documents.

NOTEA borrower currently in the repayment period of a Chapter 13 bankruptcy may still be eligil
financing. Refer to the 4000.1, Manual Underwriting section for details.

Pre-Foreclosure Sale (Short Sale)

Preforeclosure sales (short sales) refer to the sales of real estate that generate proceeds that are less the
the amount owed on the property and the lien holder(s) agree to release their liens and forgive the
deficiencybalance on the real estate.

MiMutual must document the passage of three years since the date of the short sale. If the short sals
occurred within three years from the date of case number assignment, the mortgage must be downgrade
to a Refer and manugilunderwritten. This three year period begins on the date of transfer of title by
short sale.

If the credit report does not verify the date of the transfer of title by short sale, the short sale documents
must be obtained.

Foreclosure/Deeen-Lieu(DIL)of Foreclosure
MiMutual must manually downgrade to a Refer if the borrower had a foreclosure or DIL of foreclosure in
which title transferred from the borrower within 3 years of the case number assignment date.

If the credit report does not verify the tia of the transfer of title through the foreclosure or by the DIL of
foreclosure, a copy of the foreclosure/DIL documents must be obtained.

Consumer Credit Counseling
With an AUSpproved file, participating in a consumer credit counseling program doésanuire a
downgrade to manual underwriting. No explanation or other documentation is needed.
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Housing Payment History

Purchases
0x600n housing payment history (all residences collectively) is permitted in the last 12 months.

NOTE:Any delinquency greater than 2x30 must be manually downgraded.

No Cash OutRate/Term) Refinances
0x600n housing payment history (all residences collectively) is permitted in the last 12 months.

NOTE: Loans requiring manual downgrades have more restrictive housing history requiren
Please refer to thé000.1for detailed direction

Cash Out Refinances and Refer Recommendations
A 0x30 housing payment history on@kidencesn the last 12 months is requirgdf applicable)

NOTE: Timeshares are considered as consumer debt, and not real estate. Therefore, any 4
credit on a timeshare should not be considered when analyzing mortgage delinquency/foreclo

Purchaes
On a purchase transaction, a previous hardship modification does not render a borrower ineligible fol

financing

Refinances
A Mortgage that has been modified must utilize the payment history in accordance with the modification
agreement for the time peod of modification in determining late housing payments.

MiMutual is prohibited from processing an application for an Fidgured mortgage forborrowers with
delinquent federal noftax debt, including deficiency judgmentand other debt associated with past FHA
insured mortgageslt must be determined whether the borrowers have delinquent federal netax debt.
Information on delinquent Federal Debtsay be obtainedrom public records, crediteports or equivalent,
andall borrowersmust be checkedgainst CAIVRS.

If a delinquent Federal Debt is reflected in a public record, credit report or equivalent, or CAIVRS or a
equivalentsystem, the validity and delinquency status of the defast be verifiedoy contacting the creditor
agency to whom the debt is owed. If the debt was identified through CAIVRS, the creditor agesicpe
contactedusing the contact phone number and debt reference number reflected inbeNINE 6 SN a |

report.
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If the creditor agency confirms that the debt is valid and in delinquent status as defined by the Debt Collectiol
Improvement Act(DCIA) then the borrower is ineligible for an FHiAsured mortgage until théorrower
resolves the debt with the creditor agency.

MiMutual may not deny a mortgage solely on the basis of CAIVRS information that has not been verified.
resolved either by determining thahe information in CAIVRS is no longer valid or by resolving the delinquent
status as stated abovéjiMutual may continue to process the mortgage application.

In order for aborrower with verified delinquent Federal Debt to become eligible, leerower must resolve
their federal nontax debt in accordance with the Debt Collection Improvement Act.

The creditor agency that is owed the debt can verify that the debt has been resolved in accordance with th
Debt Collection Improvement Act.

MiMutual must obtain documentation from the creditor agency to support the verification and resolution of
the debt. For debt reported through CAIVRS, evidence of resolutiap be obtainedby obtaining a clear
CAIVRS report.

Borrowers with @linquent Federal Tax Debt are ineligible.

Tax liens may remain unpaid if the borrower has entered into a valid repayment agreement with the federa
agency owed to make regular payments on the debt and the borrower has made timely payments for at leas
three months of scheduled payments. The borrower cannot prepay scheduled payments in order to meet th
required minimum of three months of payments. The payment amount must be included in the calculation of
GKS 02NNRGSNNRa 5¢L P SvigeDainy S¢ repaymer? ggreded® ¥nd UekfiSation wf{
payments made must be obtained. The lien holder must subordinate the tax lien to thenkttAd
mortgage.

1 Acceptableon Approve/Eligible AUS findings with no additional documentation required.

1 Loans that receive a Refer/Eligible (manual underwrites) will require a minimum 12 month payment
history from the CCC Agency showing 0x30. In addition, a letter of authorizaiimarthe CCC Agency
is required, allowing borrower to obtain new mortgage financing. CCC plan payment must be include
in DTI calculation.

A party who has a financial interest in the mortgage transaction, such as the &elileter, or real estate
agent, may not be a coborrower or a cosigner (exceptions may be granted when the party with the financie
interest is a family member).
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Occupying

MiMutual requires a minimun®80 middle credit score for all borrowersFor all loans with MDCSs < 640,
manual underwrites are not permitted.

Non-Occupying CdBorrowers

Acceptable per FHA guidelineslowever, noroccupant coborrowers araot allowed on the purchase of a
HUD REO propertyhacaslgout refinance transactiongr on mortgages for 2to 4-unit properties if the
LTV exceeds 75%). S¢en-Occupying C&orrowersection of the guidelines for further information.

MiMutual must review all credit report inquiries to ensure that all debts, including any new debt payments
resulting frommaterial inquirieslisted on the credit report, are used to calculate the debt ratios. We must
also determine that any recentdebtsSWNE y 24 Ay OdzZNNBR G2 2060FAY Fye LJ
close on the property being purchased.

Material Inquiries refer toinquiries which may potentially result in obligations incurred by the mortgage
borrowers for other mortgages, auttbans, leases, or otheinstallment loans. Inquiries from department
stores, credit bureaus, and insurance companies are not considered material inquiries.

Accounts for which the borrower is an authorized user must be inclidgd G KS 06 2 NNB g SN & ¢
documented that the primary account holder has made all required payments on the account for the previous
12 months. If less than three payments have been required on the account in the previous 12 months, th
paymeg/ G | Y2dzyd Ydzald 6S AyOf dZRSR Ay GKS 02NNRgSNDa 5

.dzaAAySaa 5So00 Ay . 2NNRBgSNRA b b2NENINESSNINE LISNE 24y | 6f A
payment for the debt is attributed to thb2 NINEP dUSiNGSsi

When business debt is reported onthea NN2 ¢ SNRa LISNRAR 2yt ONBRAG NBLIZ2 NI
calculation, unles# canbe documentd that the debt is being paid by the2 NN2 ¢ SN a o0dza Ay Sa
was considered in the chdlow analysis of thé2 NNE ¢ S NI AThe distit is goSsidéred in the cash flow
Fylfeara 6KSNB (KS 02NNRsSNDaA o6dzaAySaa GF E NBGdzN
to or greater than the amount of payments documented as gaidzi 2 ¥ O2 YLJI y& FdzyRa o
business tax returns show an interest expense related to the obligation, only the interest portion of the debt is
considered in the cash flow analysis.

When a seHemployedborrower states debt appearing on thiepersonal credit report is being paid by their
business, documentatiomust be obtainedhat the debt is paid out of company funds and that the debt was
considered in the casfiow analysis of thd2 NN2 6 SNXDa o0dzaAySaad

Back to Top

05.072018 56



FHA 4000.1 Underwriting GuidelinesClredit

If the credit report does not include a monthly payment for the installment loan, or the payment reported on
the credit report is greater than the payment on the loan agreement or payment statement, MiMuatuat
obtain a copy of the loan agreement or payment statement documenting the amount of the monthly
payment.

Installment accounts (excluding leases) with less than 10 payments remaining on the balance may be exclud
from the debtto-income ratio (DTIf the cumulative payments of all such debts are less than or equal to 5%
2T (GKS 02 NNEgSNDAa. THeNaBréower vag yotl fay dbwnithg Be2alcs in order to meet the
10 month requirement

NOTE:Lease accounts are always included in daklib, regardless of number of months remaining on 1
lease agreement.

Deferred obligationgexcluding student loangkfer to liabilities that have been incurred but where payment
is deferred or has not commenced, including acus in forbearance.MiMutual must include all deferred
20t A3 dA2ya Ay (GKS 02NNRBoSNDRa fAFOAfAGASEA®D

Written documentation of the deferral of the liability from the creditor and evidence of the outstanding
balance and terms of the deferred liability muse obtained. Additionally, evidence of the anticipated
monthly payment obligation must be obtained, if available.

Whenever available, MiMutual must use the actual monthly payment to be paid on a deferred liability. If the
actual monthly payment is riavailable for installment debt, MiMutual must utilize the terms of the debt or
5% of the outstanding balance to establish the monthly payment.

aAladzidzad f Ydzad Ay Of dzRS Ittt adGdzRSyd f 21 yeénttypgorstuS o0
of payments.

If the payment used for the monthly obligation is:

¢ tSaa GKIy M LISNOSyild 2F (GKS 2dziaidl yRAy3 o6FftlyOS
f tSaa GKIy (GKS Y2yGKfe LIeyYSyd NBLRNISR 2y GKS o
then written documentation of the actual monthly payment, the payment status, and evidence of the
outstanding balance and terms must be obtained from the creditor.

Regarding the payment status, MiMutual must use either:
1 the greater of:

o 1 percent of theoutstanding balance on the loan; or

o0 0KS Y2yGKfe LIeYSyid NBLRZ2NISR 2y (GKS 062NNERgSND:
1 the actual documented payment, provided the payment will fully amortize the loan over its term.
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Revolving charge accounts refer to a credit arrangement that requires the borrower to make periodic
payments but does not require full repayment by a specified point in time.

MiMutual must include the monthly payment shown on the credit ogpfor the revolving charge account.
Where the credit report does not include a monthly payment for the account, MiMutual must use the
payment shown on the current account statement or 5% of the outstanding balance.

The credit report should be used tadument the terms, balance, and payment amount on the account, if
available. Where the credit report does not reflect the necessary information on the charge account,
MiMutual must obtain a copy of the most recent charge account statement or use 5% afutstanding
balance to document the monthly payment.

A 30day account refers to a credit arrangement that requires the borrower to pay the outstanding balance on
the account every month.

MiMutual must use the credit reporta verify the borrower paid the outstanding balance in full on every 30
day account each month for the past 12 months.-da&§ accounts that are paid monthly are not included in
0KS 02NNRoSNRa 5¢L o LT GKS ONXBSRAI2 mhdhsJMNItuaNggIgtt S
dziAf AT S p>r 2F (GKS 2dziadlyRAYy3a oFflyOS Fa GKS 062NJT

The credit report must always be used to document the balance, and MiMutual must document sufficient
funds are available to pay atie balance and close the loan.

A Contingent Liability refers to a liability that may result in the obligation to repay only when an individual car
be held responsible for the repayment of a debt if another legally obligated miefgults on the payment.
Contingent liabilities may include cosigner liabilities and liabilities resulting from a mortgage assumptior
without release of liability.

MiMutual must include monthly payments on contingent liabilities in the calculation of @2 NINE & S N
monthly obligations unless it is verified and documented that there is no possibility the debt holder will pursue
debt collection against the borrower should the other party default, or the other legally obligated party has
made 12 months of thely payments.

The payment must be calculated on the contingent liability based on the terms of the agreement creating the
contingent liability.
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Mortgage Assumptions
MiMutual must obtain the agreementreating the contingent liability or assumption agreement and deed
AK2gAYy3a NI yaFtFSNI 2F GAGES 2dzi 2F GKS 02NNRgSNRA

Cosigned Liabilities

If the cosigned liability is not included in the monthly obligation, MiMutual must obtain documentation to
eviderce that the other party to the debt has been making regulastiore payments during the previous

12 months, and does not have a history of delinquent payments on the loan.

Court-Ordered Divorce
MiMutual must obtain a copy of the divorce decree ordering #pouse to make payments.

It must be documented that any funds used to pay off debts prior to closing came from an acceptable source
and the borrower did not incur new debts that were not included in the DTI.

Federal debt refers to debt owed to the federal government for which regular payments are being made. Th
FY2dzy G 2F GKS NBIdZANBR LI &YSyid Ydzaid 6S AyOf dzRSR
ratio, and documentation must be obtainedom the federal agency evidencing the repayment agreement
and verification of payments made, if applicable.

Undisclosed Debt Other Than a Mortgage
When a debt or obligation (other than a mortgage) not listed on the mortgage application and/or credit
report and not considered by the AUS is revealed during the application prddédsfual must:

1 verify the actual monthly payment amount;

1 re-submit the morgage for evaluation by TOTAL if the cumulative change in the amount of the
fALOATAGASAE GKIFO Ydad 6S AyOf dzRSR Ay GKS . 2
and

T RSGSNN¥AYS GKIG Fyeé FdzyRa 02NNRGSR RENB y2i0k 6
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Undisclosed Mortgage Debt

When an existingdebt or obligation that is secured by a mortgaat is not listed on the mortgage
application and/or credit report and not considered by the AUS is revealed during the application process
a Verification of Mortgage must be obtained directly from the servicer

The mortgage must be downgraded to a Refer arahaally underwritten if the mortgage history reflects:
1 a current delinquency;
1 any delinquency within 12 months of the case number assignment date; or
1 more than two 30day late payments within 24 months of the case number assignment date

A mortgage that ha been modified must utilize the payment history in accordance with the modification
agreement for the time period of modification in determining late mortgage payments.

C2NJ FfAY2yez AF wels Sot red2idedNB/ ¢h& alipant ok tfieOnoiiily alimony obligation in
0KS C)lf Odzf  GA2Y 2F (GKS O02NNRBgSNRE 3INREA AyO2YSy
Ol f Odz I Azy 2F (GKS 02NNRgSNNa RSod® | Kds fa RecudridglLJLJz
fAFOAfAGE YR aAadzidzf YdzAaG Ay Of dzRS GKS Y2y GKfe@ 3

The monthly obligation must be verified and documented by the official signed divorce decree, separatior
agreement, maintenance agreeme@,NJ 2 0 KSNJ f S3IFt 2NRSNX ¢KS 028N
consecutive daysnust also be obtained to verify whether the borrower is subject to any order of garnishment
relating to the alimony, child support, or other maintenance.

MiMutual wilf Ol £ Odzf  §S GKS 02NNRgSNRa Y2yakKfe 2o6f A3l GA
T 6KS |Y2dzyi akKz2gy 2y (GKS Yz2zald NBOSyili RSONXKS 2
obligation; or
1 the monthly amount of the garnishment.

Obligations not to be consideredRS6 G 0 2NJ adzo NI OGSR FTNRY (KS 062NJ
purposes include

medical collections

federal, state and local income taxésnot delinquent and no payments are required
Automatic deductions from savings, wheot associated with another type of obligation
FICA or other retirement contributions such as 401k contributions (including 401k loans)
Collateralized loans secured by depository accounts

Utilities

Child care

Commuting costs

union dues

insurance, othethan property insurance

open accounts with zero balances

voluntary deductionswhen not associated with another type of obligation

=2 =4 =8 -4 -4-9_-49_-4_-49_-°5_-°3-=-
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MiMutual will accept payment plans (in lieu of payoff) faudgments tax liens, etc if the payment
arrangement has been established for at le8snonths. Borrower must provide monthly repayment plan,
acceptable3 month payment history reflecting payments made according to plan with no history of late
payments 0x30), and monthly payment must be included as a liability in qualifying ratios.

SeeDelinquent Federal Tax Detar further information on federal tax liens.

If a lien is being subordinatle MiMutual will require the following:
1 Copy of the Existing Note or HELOC Agreement with terms of financing
1 A fully executed subordination agreement prior to closing, reflecting accurate terms of loan
1 If the credit line is being reduced with a borrowgay down, a fully executed Modification agreement
is to be provided (only in cases where the line has to be paid down to meet HCLTV/CLTV requirement
1 Tax liens may be subordinated, provided there is an acceptable payment plan in place for a minimur
of 3 months and all payments have been paid as agreed.

CLTV cannot exceed 97.75% on Rate/Teziimances(unlimited onSreamline transactions Maximum CLTV
on cash at refinancetransactiongs 85%

MiMutual will pull a singd-bureau, infile credit rgport 10 days prior to closingghen the credit report used to
underwrite the loan exceeds 60 days at closind\ny changes in payments or balances will require the
liabilities to be updated, and the AUS must be rerun with the noostent information available; loan must

still receive an acceptable decision. If any derogatory credit is found since the date of-therge credit

used to underwrite the loan, aew tri-merge credit report must be pulled and attached to the AUSifigs so
0KS RStAYyljdzSSyoe OFly o6S FFIOG2NBR Ayid2 5! Qa RSOA&A:
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OEGSYdz GAYy3a OANDdzyaidlyoSa | NE OANDdzvaidl ydSa 6KAO
control. Examples of extenuating circumstances include:

91 Death of a primary wage earner

9 Serious, longerm uninsured iliness

1 Unemployment or severe reductions in income due to the recent recession*

Neither the inability to sell a property due to job transfer oraehtion to another area, nor a divorce qualifies

as an extenuating circumstancé. 2  SASNE AF | 02NNRgSNRa 2Ly gl a
the exspouse was awarded the marital property (and all liability), and the property was lateclésied on,

that delinquency/foreclosure willnoth®2 y A A RSNBER Ay (GKS 02NNRgSNNa ONEB

If a borrower has experienced a documentable extenuating circumstance which resulted in a bankruptcy
foreclosure, short sale, or other negative impact beit credit, hey may be eligible if:
1 they can document reestablished good credit
1 have demonstrated a documented ability to responsibly manage his/her financial affairs.
f R20dzYSydldAz2y Ydzad 6S LINRPOARSR (KI { el@&ndtBaNNE
led to the adverse credit are not likely to recur

Loans with Extenuating Circumstances must be manually underwrittéar detailed direction regarding
underwriting a loan with Extenuating Circumstanaeger to the4000.1

*NOTE:This extenuating circumstance only applies when the criteria of the Back to Work policy ar
See thet000.1for detailed guidance.
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FHA 4000.1 Underwriting GuidelinesEmployment/Income

Employment/Income

Generally borrowers must be employed for 2 years in the same line of Midigtual will use a college degree
and/or transcripts to document previous history, if dated within 6 months of current employment start
date. Large fluctuations in income are ALVBAstibject to underwriter discretioMiMutual will do a
phone verification of employment on all loans within 10 daystbé Note

MiMutual will require IRS transcripts for the most recent two tax periods (W2s and 1040s), to validate all
income used for qualifyind\ll 4506T results must be obtained by MiMutual

All documentation must be from a reasonabégliable thirdparty source, and must satisfy the requirements of
the Ability to Repay Rule.

Effective Income refers to income that may be used to qualify a borrower for a mortgage. Effective incoms
must be reasonably likely to contisuthrough at least the first three years of the mortgage, and meet the
specific requirements described in this chapter.

tKS 02NNRgSNDa Yz2ald NBOSydG Go2 @SIFENR 2F SYLX2eY$S
most recent paystub and antten Verification of Employment (VOE) covering two years

Alternative documentation may also be used. MiMutual must:
T holOUlFlAy O2LIASa 2F GKS Y2ald NXOS ydDatekatniags;dzo 0 KI
9 Obtain copies othe original IRS W2 forms from the previous two years; and
1 Document current employment by telephone, sign and date the verification documentation, and note
the name, title, and telephone number of the person with whom employment was verifids is not
to be used as a substitute for the VVOE that must be done within 10 days of the Note.
Direct@SNAFAOF GA2Yy 2F (KS 02NNRSSNDa SYLIX 28YSyid KAail
following conditions are met:
1 The current employer coirins a two year employment history, or a paystub reflects a hire date;
1 Only base pay is used to qualify (no overtime or bonus);
1 The borrower executes IRS Form 450®&Request for Transcript of Tax Retuior, the previous two tax
years

Back to Top

05.072018 63



FHA 4000.1 Underwriting GuidelinesEmployment/Income

If the applicant has not been employed with the same employer for the previous two years and/or not all
conditions immediately above can be met, then one or a combination of the following must be obtained for
the mostrecenti 62 &SI NA G2 OSNAFe (KS LI AOFyGQa SYLX 2@
T W2(s)

1 VOE(s)

1 Electronic verification acceptable to FHA

1 Evidence supporting enrollment in school or the military during the most recent two full years

Salary
For borrowers who are salaried and whoseome has been and will likely be consistently earned,

MiMutual must use the current salary to calculate Effective Income.

Hourly
C2NJ SYLX 28SSa ¢4K2 INB LIAR K2daNXIe>X IyR gK2asS K2
current hourly rate tacalculate Effective Income.

For employees who are paid hourly and whose hours vary, MiMutual must average the income over th
previous two years If MiMutual can document an increase in pay rate, the most recent 12 month average
of hours at the current @y rate may be used.

Overtime and bonus incoMdS FSNB (G2 Ay O02YS GKIFIG GKS 02 NNERGSNI NI
salary. Thegan be useds Effective Incom# the borrower has received this income for the pasb years,
andit isreasonablylikely to continue.

Periods of overtime and bonus income received for less than two years megniselered Effective Income if
it can be documented that the Overtime and Bonus income has been consistently earned arévchgh not
less than one year, and is reasonably likely to continue.

Overtime and Bonus income earned must be averaged over the previous two years to calculate the Effectiy
Income However, ithe Effective Income fron®vertime or Bonugarningsfrom the current year decreases
08 HE: 2N Y2NBE FNRY (KS LINBQOA2dza &SI NE aAadzidz £

t NI GAYS SYLX 28YSyid NBFSNR G2 SYLX2eyYSyd GKIFG A
performedfor less than 40 hours per week.

Part time employment income may be used as effective income if the borrower has worked a part time jok
uninterrupted for the past two years and the current position is reasonably likely to continue. Income must be
averaged over the previous two yeardf MiMutual can document an increase in pay rate, the most recent 12
month average of hours at the current pay rate may be used.
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Seasonakmploymentrefers to employment that is not year round, regardless of the number of hours per
week the borrower works on the job. Seasonal Employment income may be considered as Efieotiveifi

the borrower has worked the same line of work for the past two yeard is reasonably likely to be rehired

for the next season. MiMutual may consider unemployment income as Effective Income for those witk
effective Seasonal Employment income.

For seasonal employees with unemployment income, MiMutual must documentitieenployment income
for two full years, and there must be reasonable assurance that this income will continue.

For employees with Seasonal Employment income, the income earned over the previous two full years mu
be averaged to calculate effective income

Familyowned business income refers to employment income earned from a business owned by the
02NNRGSNRa TFlLYAfeds odzi Ay 6 KA OKOwied Busiress Ndéd@Ené $dbel &
considered as Effective dame if the borrower is not an owner in the family business, which must be
documented by using official business documents showing the ownership percentage. Official busine:s
documents include corporate resolutions or other business organizational dodsiamsiness tax returns or
Schedule K1, or an official letter from a Certified Public Accountant on their business letterhead.

In addition to traditional or alternative documentation requirements, MiMutual must obtain copies of signed
personal tax returs or tax transcripts.

Follow AUS findings for documentation requirements.

Commission Income refers to income that is paid contingent upon the conducting of a business transaction «
the performance of a servicdiMutual may use Commission Income as Effective Income ifbtireower
earned the income for at least one year in the same or similar line of work and it is reasonably likely tc
continue.

For Commission Income less thanegual to 25 percent of the dNE ¢ SN & (i Rikldtual mGst usd/ A y
traditional or alternative employment documentation. For Commission Income greater than 25 percent of the
2 NNE ¢ SNDa MiRdtdaltmusSdbiiy sigyfed gz returns, including all applicable schedules, for the

last two years.
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Effective Income for commissiamwill be calculatedy using the lesser of

1 the average net Commission Income earned over the previous two years, or the length of time
Commission Income has been earned if less than two years; or

1 the average net Commission Income earned over the previous one year.

MiMutual must calculate net Comission Income by subtracting the unreimbursed business expemses f
the gross Commission Income, amuist reduce the Effective Income by the amount of any unreimbursed
SYLJ 28SS o0dzaAySaa SELISyaSaz Fa akKz2gy 2y (KS . 2 NNEZ

Follow AUS findings for documentation requirements.

bS3AFGABS AyO02YS Ydzad o6S &adzodiN} OGSR FTNRY GKS 062N
recurring monthly liability unless otherwise noted.

Automobile Allowance refers to the funds provided by the borrower's employer for automobile related
expenses. Ae Automobile Allowance received from the employeust be verified and documenteidr the
previous two yeardRS Form 210&mployee Business Expensesst be obtainedor the previous two years.

MiMutual must determine the portion of the allowance that can be considered Effective IncAatemobile
expenses as shown on IRS Form 246t be subtractedrom the Automobile Allowance before calculating
Hfective Income based on the current amount of the allowance received.

If the borrower uses the standard penile rate in calculating automobile expenses, as opposed to the actual
cost method, the portion that the IRS considers depreciation may be atidek to income. Expenses that
must be treated as recurring debt include:

T 0KS . 2NNRgSNRAE Y2y iaKfe OFNILIeYSydT FyR
1 any loss resulting from the calculation of the difference between the actual expenditures and the
expense account allowance.
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SelfEmployment Income refers to income generated by a business in whidbotinewer has a 25 percent or
greater ownership interest. There are four basic typébusiness structures. They include:
1 sole proprietorships;
i corporations;
T tAYAGSR fAFOAfTAGE 2NJ a{é¢ O2NLIRNYGA2YAT YR
1 partnerships.

MiMutual may consider SeEmployment Income if thdorrower has been selmployed for at least two
years. If theborrower has been semployed between one and two years, the incommay only be
consideredas Effective Income if thieorrower was previously employed in the same line of work in which the
borrower is seHemployed or in a related occupation for at leastatwears.

Income obtained from businesses with annual earnings that are stable or increasing is acceptable. If th
income from businesses shows a greater than 20 percent decline in Effective Income over the analysis peric
the loan mustbe downgraded and manually underwriten.

Complete individual federal income tax returns for the most recent two years, including all schedulesbe
obtained MiMutualmugi 200G+ Ay GKS . 2NNR6SNN& odzaAySaa GFE N
following criteria are met:
T individual federal income tax returns show increasing -Eatfployment Income over the past two
years;
i funds to close are not coming from bosss accounts; and
1 the mortgage to be insured is not a castt refinance.

Additionally,a yearto-date Profit and Loss (P&L) statement and balance simeett be obtainedf more than
a calendar quarter has elapsed since date of most recent calendarcat yearend tax return was filed by the
borrower. A balance sheet is not required for setfiployed Borrowers filing Schedule C income.

If income used to qualify thborrower exceeds the two year average of tax returns, an audited P&L or signed
guarterly tax return must be olained from the IRS.

MiMutual will analyze theb2 NN2 ¢ SN & G E NB (i dzNJEmploiingent R&OmeS3S BeffS 3
Employment Incomavill be calculatedy using the lesser of:

1 the average gross Séfmployment Incone earned over the previous two years; or

1 the average gross Séffmployment Income earned over the previous one year.

NOTE:A Rofit & Loss Statemenwill be used to support a two year income average; however, will ng
used for qualifying purposes.
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Frequent Changes in Employment
If the borrower has change@mployersmore than three times in the previous 48onth period, or has
changed lines of workMiMutual must take additional steps to verify and document the stability of the
b2 NNB ¢ SN A& 9 Y LIAGRIoNS ghdlysik iy deréfGired for fields of employmtat regularly
require a borrower to work for various employers, such as temp companies or union tratiesollowing
mustbe obtained:

1 transcripts of training and education demonstrating qualification for a new position; or

1 employment documentationwdencing continual increases in income and/or benefits.

Gaps in Employment
For borrowers with gaps in employment of six months or more (an extended absektig)tual may
consider theb2 NN2 6 SNDa OdzNNByid AyO02YS | & conemdhadi A S Ly O
1 the borrower has been employed in the current job for at least six months at the time of case
number assignment; and
1 a two year work history prior to the absence from employment using standard or alternative
employment verification.

Tempoimry Reduction in Income
For borrowers with a temporary reduction of income due to a shtatm disability or similar temporary
leave, MiMutual Y @ O2y A AARSNJ GKS . 2NNRgSNRa OdINNByid AyO
document that:

1 the borrowerintends to return to work;

1 the borrower has the right to return to work; and

1 the borrower qualifies for the mortgage taking into account any reduction of income due to the

circumstance.

Forborrowers returning to work before or at the time of the firstortgagepayment due dateMiMutual

may use theb2 NNE ¢ S4sva inchdhetFor torrowers returning to work after the first mortgage
payment due date, thé® 2 NNE2 6 SN & O dzNNSE yelsurpluy @@idvaSset rdsalzds, db@ié dnd |
0S82yR Fye NXIJdZANBR wSasSNwSas YIe 6S dzaSR Fa |y
pre-leave income. The amount of the monthly income supplement is the total amount of surplus reserves
divided® (GKS ydzYoSN 2F Y2yi(iKa 06SG6SSy GKS FTANBRG LI
of return to work.

The following documentatiomust be obtainedor borrowers on temporary leave:
 a written statement from theborrower confirming theb2 NINE énteiNId deturk to work, and the
intended date of return;
f documentation generated by current employer confirming the2 NNB ¢ SN & St A3 A0
current employer after temporary leave; and
1 documentation of sufficient liquid assets, accordancewith Source of Fundausedto supplement
theb2 NN2 g SNRa AyO2YS GKNRddAK AYyiSyRSR RIFIGS 27
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Alimony, Child Support, and Maintenance Income refers to income received from a former spouse or partne
orfromanonOdza G 2 RALFf LI NByd 2F GKS 02NNRBgSNRE YAY2N RS

I FdzZ & SESOdziSR O02Lk 2F (KS 02 NNER geS D) dourtfokdg| dr R
voluntary payment agreement with documented receipt must be obtained. When using a final divorce
decree, legal separation agreement or court order, evidence of receipt must also be obtained using deposi
on bank statements; cancalechecks; or documentation from the child support agency for the most recent
three months that supports the amount used in qualifying. The voluntary payment agreement must be
documented with 12 months of cancelled checks, deposit slips, or tax returns.

Bvidence that the claimed income will continue for at least three years must be obtained. When using a fina
divorce decree, legal separation agreement or court order, if the borrower has received consistent Alimony
Child Support and Maintenance Income tbee most recent three months, MiMutual may use the current
payment to calculate Effective Income. When using evidence of voluntary payments, if the Borrower ha
received consistent Alimony, Child Support and Maintenance Income for the most recent stksmon
MiMutual may use the current payment to calculate Effective Income.

If the Alimony, Child Support and Maintenance Income have not been consistently received for the mos
recent six monthsMiMutual must use the average of the income received over the previous two years to
calculate Effective Income. If Alimony, Child Support andntdaance Income have been received for less
than two years, MiMutual must use the average over the time of redgphimum 1 year receipt required)

NOTECHhild support may be grosseg under the same provisions as nontaxable income sources.

SocialSecurity Income or Supplemental Security Income (SSI) refers to income received from thbe8SA o
than disability income.

The b2 NNE deSepIbdincome from the SSAnd that it is likely to continue for at least a three year period
from the date of case number assignmentust be verified and documenteéor SSI, any one of the following
documentsmust be obtained

1 federal tax returns;

1 the most recent bank statement evidencing receipt of income from the SSA;

T tNR2F 2F LyO2YS [SGGSNE |faz 1yz2e¢y la | a.d
from the SSA; or
T+ O2L® 27F (KS -1299/MNE22BSoNiz Secutitg BENefit{Statement
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In addition to verification of income, the continuance of this incomest be documentedy obtaining from
the borrower
T F O2L® 2F (GKS frad b20A0S 2F !4l NR f D% NSRRI K
eligibility for SSA incomer
1 an equivalent document that establishes award benefits tolberower

If any income from the SSA is due to expire withireéhyears from the date of case number assignment, that
income may not be used for qualifying. If the Notice of Award or equivalent document does not have ¢
defined expiration dateMiMutual must consider the income effective and reasonably likely to cametin
MiMutual may not request additional documentation from th®rrower to demonstrate continuance of
Social Security Administration income. If the Notice of Award letter or equivalent document specifies a future
start date for receipt of income, this inote may only be considered effective on the specified start date.

MiMutual must use the current amount of Social Security Income received to calculate Effective Income.

NOTESome portion of Social Security income may be gresgetideemed nontaxabley the IRS.

SSil received for a childquires documentation the income will continue for at least the first full three years of
the loan (from loan closing date) or the income may only be considered as a compensating factot
Documentation required:
T ¢KS OKAfRQa&nd ¢+ NR [ SGGSNI
 BirthOSNIAFAOFIGS NBTFESOGAYyI (KS OKAfR A& Xwmn &SI
continuance of income)

Disability Benefits are benefits received from the Social Security Administration (SSA), Department ofsVetera
Affairs (VA), other public agencies, or a private disability insurance provider.
f TKS . 2NNRPgSNRNa NBOSALINI 2F oSYySTFAGA TNRYmustkbd { |
verified and documentedOne of te following must be obtained: a copy of the last Notice of Award
f SGGSNI 6KAOK adlridSa GKS {{! Qad 2N bARMNE &GSNIRA 3%
for disability benefits, or
1 equivalent documentation that establishes the award of benefits toliberower.

If any disbility income is due to expire within three years from the date of mortgage application, that income
cannot be used as Effective Income. If the Notice of Award or equivalent document does not have a define
expiration date,MiMutual may consider the incom effective and reasonably likely to continudiMutual

may not rely upon a pending or current-ealuation of medical eligibility for benefit payments as evidence
that the benefit payment is noteasonably likely to continue andnder no circumstance mailiMutual
inquire into or request documentation concerning the nature of the disability or the medical condition of the
borrower.
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Social Security Disability
For Social Security Disability income, includBigpplemental Security Income (SSI), a copy of the last
Notice of Award letter, or an equivalent document that establishes award benefits to the borrower must
be obtained, and one of the following documents:

1 federal tax returns;

1 the most recent banktatement evidencing receipt of income from the SSA,;

T F tNRB2F 2F LyO2YS [SGGSNE ftaz2 1yz2eéy lFa |
income from the SSA; or
T 1 O2Lk 2F {FokBSSSA@INNMNR2SSObADSecurity Benefit Statement
VA Disability

I 021Xk 2F (GKS @SGSNIryQa flad . SySTA(alleaptSiedfdied Y
following documents:

1 federal tax returns; or

1 the most recent bank statement evidencing receipt of income from the VA.

If the Benefits Lette does not have a defined expiration date, MiMutual may consider the income
effective and reasonably likely to continue for at least 3 years.

NOTE:The requirement to obtain VA Form-8837, Verification of VA Benefitdas been temporarily
suspended biFHA

Private Disability
For private disability benefits, MiMutual must obtain documentation from the private disability insurance
provider showing the amount of the assistance and the expiration date of the benéefits, if any, and one o
the following d@uments:

1 federal tax returns; or

1 the most recent bank statement evidencing receipt of income from the insurance provider.

For all sources of Disability Benefits, the most recent amount of benefits received must be used ftc
calculate Effective Income.

t Syarzy NBFSNE (2 AyO02YS NBOSAOSR FTNRBY G(GKS . 2NNER«

Theb2 NNB ¢ SNRa NBOSA LI 2 F b2IENB 2 RNIDAnd thaEyiepaiannts areNiRel toll K
continue for at least three yearsnust be verified and documésd. Any one of the following documentsiust
be obtained

1 federal tax returns;
1 the most recent bank statement evidencing receipt of income from the former employer; or
T+ O2L® 2F GKS . 2NNRSSNDaA t SYyarz2ykNBIANSBYSy(d f ¢

MiMutual must use the current amount of Pension income received to calculate Effective Income.
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Individual Retirement Account (IRA)/401(k) Income refers to incomeived from an individual retirement
account.

Theb2 NNRB 6 SNNA NBOSA LI 2F NI O dzNaNdtlyaHit islremsorablyilikedy tolcontimied i
for three years must be verified and documented@he most recent IRA/401(k) statement and asmye of the
following documentsmust be obtained

1 federal tax returns; or

1 the most recent bank statement evidencing receipt of income.

Forborrowers with IRA/401(k) Income that has been and will be consistently recéidtljtual must use the
current anmount of IRA Income received to calculate Effective Incomeb&wowers with fluctuating

IRA/401(k) IncomeaVliMutual must use the average of the IRA/401(k) Income received over the previous two
years to calculate Effective Income. If IRA/401(k) Incoméoban received for less than two yealiMutual

must use the average over the time of receipt.

Military Income refers to income received by military personnel during their period of active, Reserve, or
National Guard service, including:
1 base pay
Basic Allowance for Housing (BAH)
clothing allowances
flight or hazard pay
Basic Allowance for Subsistence (BAS)
proficiency pay

= =4 4 4 =4

Military education benefits may not be used as Effective Income.

I O02LkR 2F (0KS 02 NNER g S ySiatenventt (LES)ImNgE be [olBdingdS and tyfeRExpratidn/
Term of Service date on the LES must be verified. If the Expiration Term of Service date is within the first |
months of the mortgage, Military Income may only be considered Effective Income ibthenger represents

their intent to continue military service. MiMutual must use the current amount of Military Income received
to calculate Effective Income.

NOTE The taxexempt nature of some of the above payments should also be considered.

Verify the foster care income with letters of verification from the organizations providing the income, and
document that the borrower has a twgear history of providing foster care services. Foster care income must
be likelyto continue for the next three years.
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Certain types of income are not subject to Federal income Examplesof nontaxable incomenclude but
are not limited to
1 Some portion oSocial Securitincome;
Some federal government employee Retirement Income;
Railroad Retirement Benefits;
Some state government Retirement income;
Certain types of disability and Public Assistance payments;
Child Support
Foster Care
Military Allowances

= =4 4 -8 -8 A

NOTE:AIl of these income types require a minimum 3 year continuance to be used for qualifying.

The amount of income to be grossed up for any {t@xable income source must be documented and
supported, as well as the current tax rate applicable to the bo@aMX a Ay O0O2YS GKFG A& 0

The amount of continuing tax savings attributed to regular income not subject to Federal taxes may be adde
02 0KS 02NNRgSNNAa 3INEP & a-tatayddonte dhat ingy e ddifetidddBefoedd ThE 2
ANBFGSNI 2F wmpz 2N GKS FLILINBLINALFGS GFE NFXrdS T2NJ
previous year. If the borrower was not required to file a federal tax return for the previous tax reporting
period, MiMutual may gross up the ndaxable income by 15%.

¢2 RSGSNNAYS (GKS 02NNRgSNR& GFE NFXdS FNRY (KS LIN
2 of the 1040 and the 1040A, or page 1 of the 1040EZ) and their filing status (single, married filing jointl
married filingseparately, head of household), and compare it against a tax rate table for the applicable year
¢tKAa gAff LINPOYOARS GKS NI GS GKIFIG GKS 02NNBgSNRa O
non-taxable income may be grossed up by.

Follow AUS findings for documentation requirements

Foreign income will be considered as acceptable for qualifgimgif the income is claimed on US Tax Returns
and verifiable via 4506T results.
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Expected income refers to income from cadtliving adjustments, performance raises, a new job, or
retirement that has not been, but will be received within 60 days of mortgage closing.

MiMutual must verify and document the existence and amount of expected income with the employer in
writing and that it is guaranteed to begin within 60 days of mortgage closing. For expected retirement income
MiMutual must verify the amount and that it guaranteed to begin within 60 Days of the mortgage closing.

Income is calculated in accordance with the standards for the type of income being received. It must also &
verified that the borrower will have sufficient income or cash reserves to suppertitbrtgage payment and
any other obligations between mortgage closing and the beginning of the receipt of the income.

Expected Income cannot be considered as effective income when it is to be derived from ackanely
business.

4506T results (IRS transcripts) will be requested on every loan that is registered with MiMutlesds it
gualifies for theW2 transcript waiver These are reviewed to verify that the income documentatopplied
matches the information provided to the IRS for the last 2 years of income used to qualify

Full Tax Return Transcripts (1040s)
When tax returns are required and must be verified, the Underwriter must also look for items that may not
have been &closed, such as Unreimbursed Business Expensegngaidyed earnings, and/or mortgage
interest deductions where no real estate ownership appears on the 1003.
1 Beginning in February 2017, the 2016 and 20&Sults must be requested from the IRS by
MiMutual.

NOTE:If 2016 income is being used to qualify, it is acceptable to proceed with 4506T 1
showing no record of return found until June 1st.

o If 2016 income is derived from tax returns and being used to qualify, but cannot be verified
G§KNRdJZAK npnc¢ NB&adzZ 6az GKS GFE NBGdzZNya Ydz
signed and stamped as evidence the returns provided to MiMutualtlaeesame as the ones
filed with the IRSOR if tax returns were filed by a licensed CPA, it is acceptable to obtain a
letter along with copies of the tax returns directly from the CPA confirming returns have been
filed with the IRSHowever, neither oftiese options are acceptable if borrowers have not filed
tax returns for the last 2 years.

o If, upon underwriter review of the income documentation, it is determined that the 2014
earnings must be considered in qualifying the borrower, then 2014 trans@iptsequired.

Effective June 1st 2017, 2016 tax information is required to be verified. For Borrowers with a documente:
SEGSyaArzy G2 FAE{S:T AG Aa O0O0OSLIiLotS (G2 NBOSAOGS
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W2 Transcript Waiver

MiMutual will not require IRS tax transcripts when all qualifying income is comprised exclusively of Wz
wage earner income and/or fixed income reported on a 1099 (social security, VA benefits) that does nc
need to begrossed up, unless required by the AUS.

If the income must be grossed up in order to qualify, the borrower isesalfloyed or works for family,
has commissions greater than 25%, or otherwise does not meet the waiver criteria described above
a A a dzii danda@ &anscript policy applies.

If tax returns are provided or required for any reason, transcripts are required.

When using tax returns to verify income, the following documentation requirements will apply. Only income
that can be verified via 4506T can be used for qualifying. In cases where the 4506T results are unable to
obtained due to taxes having beenredeh @ FAf SR GKS Lw{ NBaLkRyasS G2
wSldzZNYy C2dzyRé® Ly (GKSasS OFasSazy GKS F2tt2eAy3a 2 LI
qualification purposes:
T /2LASE 2F GKS Y2ali NBOSRGIFI&aSNROSABDSRYBSRRNB A dzid
IRS office.
1 If tax returns were filed by a licensed CPA, it is acceptable to obtain a letter, along with copies of th
tax returns directly from the CPA, confirming returns have been filed with the IRS.

NOTE:Large increases in income that cannot be validated through a tax transcript may orj
considered for qualifying on a cabg-case basis, and are subject to underwriter discretion.

When an IRS Form 4506T request returns one of the followiegsages:
f a5dzS G2 ftAYAGlIOA2yas GKS Lw{ A& dzylofS (2 LIN
02NNRG6SNI (i2 SELIXIFAY GKAA NBFazyT LX SFasS O02yil (
T awS2S0iA200 / 2RS mnéz
f 20KSNJ GSND AL IS NIBt I G S Bompietion bf thé feduaskhé follbwirgy gtéps mays O
apply:
0 MiMutual must retain the determination from the IRS that their request cannot be processed, with
I O2RS 2F a!ylrotS (2 tNROSaa¢ 2N a[AYAGLFGAzZ2Y
0 The applicant may request their tax return transcriptsd deliver them to MiMutual. Information
on how to request transcripts by mail is availabldétp://www.irs.gov/individuals/gettranscript
o The applicant must request the previous (onetwo, per MiMutual policy) years of complete tax
return transcripts. If the applicant has not filed their 2014 taxes, MiMutual must retain:
A Transcripts for the previous (one or two, per MiMutual policy) tax years,
A 9PARSYOS 2F GKS I Isitéhsiol yiQa NBIljdzSad F2N |y
A Documentation of 2014 earnings, and
A Current income documentation as required per guidelines.

IRS transcripts are required as part of a complete loan application packdgeabove guidelines are only
valid for lender requests that the IRS Mnbt process due to the recent data breach or confirmed identity

theft. These guidelineslo not I LJLJt @ G2 GNB2SOGSRée¢ NBljdzSada FNRY
incorrect/transposed data. Back to Top
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Additional Documentation Requirements
1 When using tax returns to verify income, and it is between the tax filing date (typically Apjilahs

the extension expiration date (typically October 15th), the borrower must provide:

o Copy of the filed extensioMiMutual will review the total tax liability reported on IRS Form 4868
69EGSyaArzy (2 CAtSO IyR O2YLINB AlG s6AGK GKS
measure of income source stability and continuance. An estimated tax liabilitystiv@consistent
with previous years may make it necessary for MiMutual to require the current returns in order to
proceed.

o Current year Profit & Loss Statemertd Balance Shegéxecuted by the borrower

o YearEnd Profit & Loss Statement for prior yeexecuted by the borrower

o Tax returns for the previous 2 years

1 After the tax return extension expiration date, loan is not eligible without prior year tax returns
1 When tax returns provided were filed within 90 days of the application date and reflextt ttie
borrower had underpaid throughout the year, proof of payment and source of funds are required to

document that the tax liability has been fully satisfied. Any excessive tax liability outside of 90 days i

subject to underwriter discretion.

1 If the 4506T results reflect a borrower with a Schedule C business that the underwriter was previously
unaware of, complete tax returns do not have to be obtained if:

0 The Schedule C business reflects positive incame,

0 The Schedule C business reflects a loss¥hati & Ay (GKS 062 NNRgSNRa NI

The business must be added to the 1003 so the findings consider thensplbyment and provide an
accurate recommendation.

NOTE: This only applies to Schedule C business#sSchedule E. If the Schedule E reflects
information (partnership, S Corporation, or rental properties) that the underwriter was previ
unaware of, complete personal tax returns (and possibly business tax returns) must be obtaine

Rental Income refers to income received or to be received from the subject property or other real estate
holdings.

Rental Income Ragived from the Subject Property

MiMutual may consider Rental Income from existing and prospective tenants if dodeshénaccordance
with the following requirements Rental Income from the subject property may be considered Effective
Income when the property is a twdo four-unit dwelling. Documentation varies depending upon the
length of time theborrower has ownedhe property.

Limited or No History of Rental Income
Where theborrower does not have a history of Rental Income from the subject since the previous tax
filing:

Two- to Four-Units
The proposed Rental Inconmust be verified and documenteay obtainhg an appraisal showing
fair market rent (use Fannie Mae Forh®25/Freddie Mac Form 7Zmall Residential Income
Property Appraisal Repgrand, if available, the prospective leases.
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One Unit

The proposeRental Incomeanust be verified and documentebly obtaining a Fannie Mae Form
1004/Freddie Mac Form 7@niform Residential Appraisal Repgdfannie Mae Form 1007/Freddie
Mac Form 1000Single Family Comparable Rent Schedahel Fannie Mae Form 216/Freddvac
Form 998 Operating Income Statemerghowing fair market rent and, if available, the prospective
lease.

History of Rental Income

Where theborrower has a history of Rental Income from the subject since the previous tax filing, the
existing Rentalncomemust be verified and documentelly obtaining theb2 NN2 6 SN a Y2 ai
returns, including Schedule E, from the previous two years.

For properties with less than two years of Rental Income history, the date of acquisitish be
documentedby providing the deed, Settlement Statement or similar legal document.

To calculate Effective Income, MiMutualust add the net subject property Rental Income to the
b2 NNE2 ¢ SN a IMMRtaah maj goOr2ddce theb2 NN2 g SNa G201t the NI -
net subject property Rental Income.

Limited or No History of Rental Income
To calculate the Effective Income from the subject property where libeower does not have a
history of Rental Income from the subject property since the previous tax filimggmortgagee must
use the lesser of:
1 the monthly operating income reported on Freddie Mac Form 998; or
1 75 percent of the lesser of:
o fair market rent reported by the appraiser; or
o the rentreflected in the lease or other rental agreement.

History d Rental Income

MiMutual must calculate the Rental Income by averaging the amount shown on Schedule E
Depreciation, mortgage interest, taxes, insurance and any HOA dues shown on Schedule E may
added back to the net income or loss.

If the property has been owned for less than two yedfigViutual must annualize the Rental Income
for the length of time the property has been owned.

Rental Income from Other Real Estate Holdings (TOTAL)

Rental Income from other real estate holdings nisy considered Effective Income if the documentation
requirements listed below are met. If Rental Income is being derived from the property being vacated by
the borrower, the borrower must be relocating to an area more than 100 miles from bBeNNE & S N.
curent Principal Residenc&f S| &S F ANBSSYSyid 2F |4 tSrad 2yS &S|

e A

must be obtained, alongwitB A RSy OS 2F GKS LI &8YSyid 2F (K asSod
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Limited or No History of Rental Income

Where the borrower does not have a history of Rental Income since previous tax filing, including
property being vacated by thborrower, an appraisal evidencing market rent and that tiarower

has at least 25 peent equity in the propertynust be obtained The appraisal is not required to be
completed by an FHA Roster appraiser.

Two- to FourUnits

The proposed Rental Inconraust be verified and documenteoly obtaining an appraisal showing
fair market rent (use &nie Mae Form 1025/Freddie Mac Form ®nall Residential Income
Property Appraisal Repgrand, if available, the prospective leases.

One Unit

The proposed Rental Incommust be verified and documentely obtaining a Fannie Mae Form
1004/Freddie Mac é&rm 70,Uniform Residential Appraisal Repdfiannie Mae Form 1007/Freddie
Mac Form 1000Single Family Comparable Rent Schedahel Fannie Mae Form 216/Freddie Mac
Form 998 Operating Income Statemerghowing fair market rent and, if available, the ppestive
lease.

History of Rental Income
TKS . 2NNRBoSNDAE fFaid (o2 enubtNPobtaingd E NB G dzNy & 6 A

The direction for calculating net rental income from other real estate holdings below must be followed.

Limited or No History oRental Income
To calculate the effective net Rental Income from other real estate holdings wheigotihewer does
not have a history of Rental Income since the previous tax fililylutual must deduct the Principal,
Interest, Taxes, and Insurance (Pfidjn the lesser of:
1 the monthly operating income reported on Freddie Mac Form 998; or
1 75 percent of the lesser of:
o fair market rent reported by the appraiser; or
o the rentreflected in the lease or other rental agreement.

History of Net Rental Income

MiMutual must calculate the net Rental Income by averaging the amount shown on the Schedule E
provided the Borrower continues to owall properties included on the Schedule E. Depreciation
shown on Schedule E may be added back to the net income offitiss.property has been owned for

less than two yeardliMutual must annualize the Rental Income for the length of time the property
has been owned.

For properties with less than two years of Rental Income history, the date of acquisitish be
documented by providing the deed, Settlement Statement or similar legal document.

t 2AA0A0S ySiG wSydlrf LyO2YS Ydzad o6S FRRSR (2 i
Income must be included as a debt/liability.
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Boarders of the Subject Property

. 2F NRSNJ NEFSNBR (2 |y AYRAODARdzZ f NI yReital mcomelfiord S
boarders is only acceptable if the borrower has a4year history of receiving income from boarders that
is shown on the tax return and the borrower is currently receiving boarder income.

¢to2 &SIENBR 2F (GKS . 2NNR6SNR& GFE NBGdINy&a SOARSY(
obtained. For purchase transactions, a copy of the executed writtgreament documenting their intent
to continue boarding with the borrower must be obtained.

The Effective Income must be calculated by using the lesser of the two year average or the current lease.

Three and FourUnit Properties(SeltSufficiency Rentalncome)
Net SelSufficiency Rental Income refers to the rental income produced by the subject property over and
above the principal, interest, taxes, and insurance.

Net rental income for threeand fourunit properties is calculated using the followingiula:
1 The appraiseé® estimate of fair market rent from all units, including the unit the borrower chooses
for occupancy
1 Minus the greater of the
0 ! LILINY A a SNR& S a iand vhhirtedande@mJ @1 OF y OA S &
o 25 percent of the fair market rent

The PITHivided by the monthly Net Se8ufficiency Rental Income may not exceed 100% for thi@e
four-unit properties.

NOTE: This net rental income calculation is used to determinertt@aimum loan amount. Borrower
must still qualify for the mortgagbased on income, credit, cash to close, and projected rents rec
from remaining units. Projected rent may only be considered gross income for qualifying purpo
cannot be used to offset the monthly mortgage payrme
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Assets

MiMutual follows AUS findings for acceptable documentatiéii.documentation must be fromraasonably
reliable thirdparty source, and must satisfy the requirements of the Ability to Repay Rule.

aAyAYdzY wSIljdZANBR Ly@SadySyid o6awL0 NXFSNAR (G2 (KS
by Sectbon 203(b)(9) of the National Housing Act, which represents at least 3.5 percent of the Adjusted Valu
of the property.

/[ f2aAy3 Ozaila
NEFfdzy R 2F (KS
LI AR S6AGK GKS 02NNRPgSNRa 26y TFTdzyRao

> LINBLIAR AGSYa FyR 20KSNJ ¥FSSa Yl @&
D 3 ] § 02NNR g SNRa awl
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¢tKS 02NNRGgSNDa awlL Aad 2yf LISNYAGOGSR G2 oé)ﬂ %
GKS blraAz2yltf | 2dzaay3 ! Oz zKA()K YSIya GKS TdzyRa

1 The seller of the property;
1 Any other person or entity who financially benefits from the transaction (directly or indirectly); or

1 Anyone who is or will be reimised, directly or indirectly, by any party mentioned in the first two
bullet points above

While additional funds to close may be provided by one of these sources if permitted under the relevan
a2dz2NOS 2F TFTdzy R4 NBIj dzA NBY Sy (i MRl may2cgni>frony tReseS soukces.
Permissible sources for the full MRI must be documented in accordance with special requirements note
above.

Additionally, HUD does not interpret Section 203(b)(9)(C) of the National Housing Act to prohibit
Governmental EmMA G A Sa 3 ¢ KSy FFOGAYy3a Ay GKSANI I20SNYYSyi
where the Governmental Entity is originating the insured mortgage through one of its homeownership
programs. For detailed direction regarding MRI contributions from @Gowental Entities, seéhe 4000.1
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All assets submitted to the AUS must be verified and documented. Reservestaefiee sum of the
02NNRGSNNRE OSNAFASR YR R20dzYSyiSR fAldZAR FaaSiaa
closing.

Reserves do not include:
9 The amount of cash taken at settlement in camlt transactions;
1 Incidental cash received at $kgment in other loan transactions;
1 Equity in another property; or
1 Borrowed funds from any source.

Reserve requirements must be based on the full monthly payment amount for the property (PITIA) and no
only principal, interest, taxes, and insurance (PITRhe monthly payment amount is defined as the sum of the
following monthly charges:
1 Principal and interest payments on the mortgage
1 Property hazard insurance premiums
1 Real estate taxes
1 When applicable:
0 Mortgage insurance premiums
0 Homeowners Associatiotues (excluding unit utility charges)
o Payments on secondary financing

NOTE:Principal and interest payments on ARMs must be calculated based on the qualifying rate.

Required Reserves for Thre® FourUnit Properties
Reserves equivalent to three mths PITIA+MI after closing must be verified and documented for thoee
four-unit properties.

Liquid assets for cash to close and reserves must be verified as indicated below.

Checking and Savings Accounts

¢tKS SEAaAGSYOS 2F FyR | Y2dzy(id Ay (GKS 02NNRSSNDS
documented. For recently opened accounts aedent large deposits documentationof the deposits

must be obtained. It mst be verified that no debts were incurred to obtain part, or all, of the MRI.

To document funds from Checking and Savings Accounts, a writerad®D K S 6 2 NNB ¢ SN &
statement for each account must be obtained. If a VOD is not obtaine@tenstnt showing the previous
Y2Yy(GKQa SyRAy3I o6FflFyOS FT2N) 6KS Y2adG NBOSyid Y2y
shown, statements for the most recent two months must be obtained.
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Cash orHand
tKS 02NNRgSNRa OFakK 2y KIYR YdaAald 0S OSNATASR I &
the escrowl/title company.

¢tKS 02NNRBgSNNa OFaK 2y KIYR Ydzad 06S OSNATASR |
borrower describinghow the funds were accumulated and the amount of time it took to accumulate the
funds. The reasonableness of the accumulation must be determined based on the time period during
GKAOK (KS FdzyR4d 6SNB a4l SR YR (KS 02NNRBgSNRAY
Income stream,;

Spending habits

Documented expenses; and

History of using financial institutions

= =4 4 4

Retirement Accounts

P G2 cm: 2F GKS ol tdsS 2F FraaStasz tSaa lyea SEA
thrift savings plans, 401(k) plan, and Keogh accounts) mainddaded unless the borrower provides
conclusive evidence that a higher percentage may be withdrawn after subtracting any federal income ta
and withdrawal penalties. The portion of the assets not used to meet closing requirements, after adjusting
for taxes and penalties, may be counted as reserves.

The most recent monthly or quarterly statement must be obtained to verify and document the existence
FYR |Y2dzyida Ay GKS 02NNRggSNRaA NBGANBYSyld I 002dz
terms and conditions for withdrawal from any retirement accourf.any portion of the asset is required

for funds to close, evidence of liquidation is required.

lye RSLI2aAG2NE | 002dzyd GKIGO Aa y20 adddy & wrikei 0
statement signed byll non-borrower parieslisted on the account, granting full access and use of the funds.

MiMutual will:
1 obtain an explanation and documentation for recent large deposits in exce$%oobf the Adjusted
Value and
1 verify that any recent debts were not incurred to obtain part, or all, of the required cash investment on
the property being purchased.
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Gifts refer to thecontributions of cash or equity witho expected or implied repayment of the funds to the
donor by the borrower.

Acceptable Sources for Gift Funds
Gifts may be provided by

T §KS 02 NanBymSmubra

T 0KS 02NNRBgSNNa SYLX 28SNJ 2NJ £ 02NJ dzyA2y
1 a closefriend with a clearly defined and documented interest in the borrower
1
1

a charitable organization

a governmental agency or public entity that has a program providing home ownership assistance to
o low-and moderateincome families, or

o first-time homebuyers.

NOTEFamily member is defined as follows, regardless of actual or perceived sexual orientation,

identity, or legal marital statusChild, parent, or grandparer(a child is defined as a son, stepsg
daughter, or stepdaughtera parent or grandpaent includes a steparent/grandparent or foster
parent/grandparenj; Spouse or domestic partnerggally adopted son or daughter, including a cf
who is placed with the borrower by an authorized agency for legal adogtmster childBrother, step

brother; Sister, stegsister; Uncle; Aunt; or Sonin-law, daughterin-law, fatherin-law, motherin-law,

brother-in-law, or sistefin-law of the borrower

The gift donor mayot be a person or entity with an interest in the sale of the property hsas
1 the seller
1 the real estate agent or broker
1 the builder, or
1 an associated entity.

lye 3IATFO 2F GKS 02NNRPggSNRa awl Ydza i setlfdrth & SoQréeY LJX
Requirements forthe 2 NNB 6 SNRa awlL

52y 2NDR& RudsgzNDOS 2F
Cash on Hand is not an acceptable source of donor gift funds.

Gift Letter
Agift letter must be obtaine¢gsignedand datedby the donor and borrower. The gift letter must
1 4K2¢g (GKS R2y2NIDa ymhomba | RRNS&aaz (St SLIK2yS
1 specify the dollar amount of the gift, and
1 state:
o GKS yIFGdaNE 2F GKS R2y2NNa NBfFGA2YyaKAL (2
o that no repayment is required.

AnacceptableGift Letteris located?2 Yy a A a dzii dzI-. tAdifferend f8rm ndybéSused, providing it

contains all the same information.
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Documenting the Transfer of Gift Funds

The transfer of gift funddrom the donor to the borrowemmust be documented in accordance with the

requirements below:

T AF GKS 3IATFTO FdzyRa KI S 06SSy GOSNAFASR Ay GKS
AaK2gAy3a 0KS GgAGKRNI gt YR SOARSYOS 2F GKS RSI

 if the gift fundsare not@SNA FA SR Ay (i KtSobtairetheNBrtidiedl ek orlmOr@y aizér
2N OF AaKASNDa OKSO1 2N gANB (GNFXyaFsSNI 2N 2GKS]|
GAUGKRNY gl f FNRBY (GKS R2y2NIRa | 002dzyi

If the gift funds are paid directly to the settlement agent, it must be verified that the settlement agent
received the funds from the donor for the amount of the gift, and that the funds were from an acceptable
source

If the gift funds are being borrowedybthe donor and documentation from the bank or other savings
account is not available, the donor must provide written evidence that the funds were borrowed from an
acceptable source, not from a party to the transaction

MiMutual and its affiliates are prohited from providing the loan of gift funds to the donor unless the
terms of the loan are equivalent to those available to the general public

Regardless of when gift funds are made available to a borrower, MiMutual must be able to make &

reasonable detemination that the gift funds were not provided by an unacceptable source.
NOTE:C2NJ | ff R20dzyYSyidl A2y YSGK2Raxz | 0O2Lk® 27
always required.

Gifts of Equity
Only family members may provide equisedit as a gift on property being sold to other family members.

A qift letter signed and dated by the donor and the borrower must be obtained, and include the following:
f ¢KS R2Yy2NRa yIYSS I RRNBaaz FyR (St SLIK2yS ydzy
f ¢KS R2y2NXNa NBfrdwerA 2y aKAL) G2 GKS 02NJ
1 The dollar amount of the gift; and
1 A statement that no repayment is required

Gifts administered by charitable organizations are acceptable. The gift from the charitable organization to thi
homebuyer must meet FHA requirements and the transfer of funds must be properly documented. Gifts fron
charitable organizations where the s&limakes a contribution are not acceptable.
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A collateralized loan is a loan that is fully secured by a financial asset of the borrower, such as deposito
accounts, Certificates of Degit, investment accounts, or real property. These assets may include stocks,
bonds, and real estate other than the property being purchased.

Loans secured against deposited funds, where repayment may be obtained through extinguishing the asse
do not require consideration of repayment for qualifying purposes. MiMutual must reduce the amount of the
corresponding asset by the amount of the collateralized loan.

An independent third party must provide the borrowed funds. The seller, real estate agengrbtelder, or

other interested party may not provide such funds. Unacceptable borrowed funds inchgkzuredsignature
loans, cash advances on credit cards, borrowing against household goods and furniture, and other simile
dzy 8 SOdzNBR FAYIYyOAYy IO lye 21y 2F (KS 02NNRgSNRA
forthin{ 2 dzZNOS wSIidZANSYSyGa F2N) GKS . 2NNRGSNRaE awl

¢tKS SEAAGSYOS 2F (KS 02NNRgSNNa aasSia dzasSrR G2 O
and the loan proceeds must be verified and documented.

A Retirement Acount Loan is a loan that is secured by th2 NNB ¢ SN A& NB ivavntEavrsugt G |
reduce the amount of the retirement account asset by the amount of the outstanding balance of the
retirement account loan.

TKS SEAAGS yOS | yR | Yéidaylantzaccduyits aindtise outsandiid 168 ddlxdnast be
verified and documented

Proceeds from the sale of personal property (cars, recreational vehicles, stamps, coins, baseball ca
collections, etg is an acceptablsource of funds for the down payment, closing costs and reserves, provided
the individual purchasing it is not a party to the transaction in any way. The following must be documented:
f ¢KS 02NNRPGSNRE 29ySNRBRKALI 2F (GKS aasi
1 The value of the asset as detemad by an independent and reputable source. This may be in the
form of published value estimates, such as those issued by automobile dealers, philatelic o
numismatic associations, or a separate written appraisal by a qualified appraiser with no financia
interest in the loan transaction.
1 The transfer of ownership of the asset, as documented by a bill of sale and a copy of funds receive
from purchaser
T ¢KS O02NNRBgSNRa NBOSALIW 2F GKS altsS LINROSSRa
showing nev balances

MiMutual must use the lesser of the estimated value or actual sales price when determining the sufficiency c
assets to close.
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The sale of real property refers to the sakproperty currently owned by the borrower. Net proceeds from
the sale of real property may be used as an acceptable source of funds.

The actual sale and the net sales proceeds must be verified and documented by obtaining a fully execute
Settlement Steement or similar legal documentated within 30 days of the Note for the current transaction

It must also be verified that the transaction was arlesgth, and that the borrower is entitled to the net sales
proceeds.

Real Estate Commission from Sale of Subject Property refers ti2théNE2 ¢ SN a O0A PSdI 0 dz@
estate commission earned from the sale of the property being purchased.

MiMutual may consider Real Estate Commissiormmfrthe Sale of the Subject Property as part of the
b2 NNR 6 SNRa F OOSLJil of Brrowve? dzIicBnsed Feal Estate RgenBAFAMIl] MeSber
entitled to the commission may also provide it as a gift, in compliance stathdardgift requirements

It mustbe verified and documengd that the borrower, or Family Member giving the commission as a gift, is a
licensed real estate agent, and is entitled to a Real Estate Commission from the Sale of the FSobjexty
being purchased.
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RefinanceTransactions

A refinance transaction is a new mortgage for a borrower with legal title on the gaoperty, with the
proceeds used to pay off any existing liens.

FHA insures several different types of refinances:

1 No Cash Out Refinances of Fidsured and non FHiksured mortgages are designed to pay existing
liens. These include:
0 Rate and Term refinances
o Simple refinancesand
o Streamline refinances (whetheredit-qualifyingor non-credit qualifying

1 Cash Out Refinances are designed to pull equity out of the property

1 Refinances for rehabilitation or repair (wheth8tandard 203(kyr Limited 203(K)

At least one borrower on the refinancing mortgage must hold title to the property being refinanced prior to
the Case Number Assignment.

Borrowers must be current on the mortgage being refinanced for the monthpioe to the month in which

they close the refinance, and for the month in which they closer examplejf the borrower is closing on
April 8, the borrower must have paid thedvth payment within the month of March. The borrower must
make the April payment by closing. The borrower has the option to make the April payment at the beginning
of the month, or may include the April payment in the payoff amount at closing (in tkizaso, the loan

must closeand disbursen April).

All refinance transactions will require current payoff statements for all liens on title to reflect the loan is
current at time of closing.

Backto Top
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In order to be eligible for a casbut refi, the subject property haso havebeen ownedand occupiedy the
borrower as their principal residencéor at least 12 monthspreceding the date of thecase number
assignment However, in the case of inheritance, a borrower is not required to occupy the property for a
minimum period of time before applying for a caett refinance,provided theborrower has not treated the
subject property as an Investment Property at any pdimice inheritance of the property. If thigorrower

rents the property following inheritance, théorrower is not eligible fora cashout refinance until the
borrower has occupied the property as principal residence for at least 12 months.Employment
documentation or utility bills must be obtained and reviewed to evidence the borrower has occupied the
subject property as their principal residence for the 12 months prior to case number assignment.

The maximum base mortgage amount is 85% of Mugusted Value Thecombined mortgageamount of the
first mortgage and any subordinate financingy never exceed the geographical statutory limit.

Housing Payment History

It must be documented that the borrower has nadll payments for all their mortgages within the month
due for the previous 12 months or since the borrower obtained the mortgages, whichever is less.
Additionally, the payments for all mortgages secured by the subject property must have been paid withir
the month due for the month prior to mortgage disbursement. Properties with mortgages must have a
minimum of six months of mortgage payments. Properties owned free and clear may be refinanced a
cash out transactions.

If the mortgage on the subject pperty is not reported in thés2 NN 6 SNXQ& ONBRAG NBI
name of theborrower, a verification of mortgage, bank statements or other documentatioust be
obtained to evidence that all payments have been made by twmrower in the month due dr the
previous 12 months.

For loans funded on/after March 1, 2018hen the loan being refinanced is an FHA, USDA, or VA loan, the

following requirements also apply:

1 The borrower must have made at least six consecutive monthly payments on the loan being
refinanced, beginning with the payment made on the first payment due datid;

1 The first payment due date of the refinance loan must occur no earlier than 210 days after the first
payment due date of the loan being refinanced
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Additional Underwriting and Higibility Qriteria

1 Borrowers who are delinquent or in arrears under the terms and conditions of their mortgage are not
eligible.

1 Subordinate liens, including credit linesegardless of when taken, may remain outstanding (but
subordinate to the FHAnsured mortgage) and are subject to 85% CLTV. A copy of the current note is
required and the borrower must qualify with the scheduled monthly payments. A subordination
agreemen will be required. Modified existing subordinate liens are acceptable and are not considered
a new subordinate lien.

1 New subordinate liens may be placed behind the Hh$lired mortgage and are subject to 85% CLTV.

The borrower must qualify with the sctaled monthly payments.

NonOccupant Cdorrowers are nopermitted on cashout refinance transactions.

Property may not have been listed for sale a minimum of six months pridistursement or the loan

is subject to a maximum 70% LTV. In all circunt#anlisting agreements must be cancelled prior to

disbursement The listing agreement, evidence of cancellation, and signed/dated explanation from the

borrower with the reason why the property was for sale is required. Thesgerties pose an
increasedisk toMiMutual; therefore, may be subject to additional documentation or limitations.

= =4

The maximum base mortgage97.75% of théAdjusted Value The base mortgage amoumiay never exceed
the geographical statutory limit (it is acceptable for thatal loan amount to exceed the geographical
statutory limit, but only by the amount of any new UFMIP). BEé& MIRCharts

There are different types of No Cash Out Refinances:

T

1

Rate and Term:this refers to a no cash out refinance of any mortgage in which all proceeds are used tc
pay existing mortgage liens on the subject property and costs associated with the transaction

Simple Refinancethis refers to a no cash out refinance of an exigtiFHANsured mortgage in which all
proceeds are used to pay the existing FiHgured mortgage lien on the subject property and costs
associated with the transaction

Streamline Refinance:this refers to the refinance of an existing Fi&ured mortgage rguiring limited
borrower credit documentation and underwriting. tan either beCredit Qualifyingor Non-Credit

Qualifying

Rate and Term Refinance
The maxinum LTV for a rate and term refinance is:
1 97.75%for principal residences that have been owrmacupied for the previous 12 months, or owner
occupied since acquisition if acquired within 12 months, at case number assignment; or
1 85% for a borrower who has ogpied the subject property as their principal residence for fewer than
12 months prior to case number assignment date; or if owned less than 12 months, has not occupie
the property for that entire period of ownership
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Maximum Mortgage Amount Calculation
To calculate the maximum mortgage amount for a rate and term refinance, take:
9 the lesser of:
o the Nationwide Mortgage Limit;
o the maximum LTV based on the maximum LTV ratio above; or
o the sum of existinglebt and costs associated with the transaction as follows:
A existing debt includes:
1 the unpaid principal balance (UPB) of the first mortgage as of the month prior to
mortgage disbursement;
1 the UPB of any purchase money junior mortgage as of the month fmionortgage
disbursement;
1 the UPB of any junior liens over 12 months old as of the date of mortgage disbursement.
If the balance or any portion of an equity line of credit in excess of $1,000 was advancec
within the past 12 months and was for purposes @tlthan repairs and rehabilitation of
the property, that portion above and beyond $1,000 of the line of credit is not eligible
for inclusion in the new mortgage;
1 exspouse or coborrower equity, as describedRefinarting to Buy Out Title Holder
Equity,
interest due on the existing mortgage(s);
the unpaid principal balance of any unpaid PACE obligation;
Mortgage Insurance Premium (MIP) due on existing mortgage;
any prepayment penalties assessed,;
late charges; and
1 esciow shortages;
A allowed costs include all borrowgraid costs associated with the new mortgage; and
A any borrowerpaid repairs required by the appraisal;
1 less any refund of the Upfront Mortgage Insurance Premium (UFMIP), if financed in the origina
mortgages.

= =4 -8 -4 -9

Refinancing to Buy Out Titkelolder Equity

When the purpose of the new mortgage is to refinance an existing mortgage to buy out an existing
titte-K 2 f RSNRA SljdzAadeéex GKS &LISOATA S Relatd iddehiedness and 6 S
eligible tobe included in the new mortgage calculation. The divorce decree, settlement agreement, or
other legally enforceable equitggreementmust be obtainedo document the equity awarded to the
title-holder.

Refinancing to Pay Off Recorded Land Contracts
Whenthe purpose of the new mortgage is to pay off an outstanding recorded land contract, the UPB
shall be deemed to be the outstanding balance on the recorded land contract.

Unrecorded land contracts must be considered as purchase transactions, and mag redinanced.
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Additional Underwriting and Eligibility Criteria

T

Existing sbordinate liens, including credit lines, regardless of when taken, may remain outstanding
(but subordinate to the FH#&sured matgage) and subject to 97.75% CLTV. A copy of the current
note is required and the borrower must qualify with the scheduled monthly payments. A
subordination agreement will be required.

New subordinate liens may be placed behind the HktAred mortgageand are subject to 97.75%
CLTV. The borrower must qualify with the scheduled monthly payments.

When determining CLTV on a loan that has a subordinating -epeied line of credit, the
maximum accessible credit limit of the subordinate lien must be usedfculate the CLTV ratio.

At closing, the borrower may not receive cash back in excess of §00 cash back to the
02NNRGSNI NBadzZ GAy3a FTNRBY GKS NBFdzyR 2F (GUKS o
mortgage must not be considered in the $568sh back limit, whether received at or subsequent
to mortgage disbursement)

Non-occupantco-borrowers are allowed on Ra@nd Term Refinance transaction&.borrower may

be a nonoccupyingced 2 NNRB 6 SNJ 2y | Flinjukedl 1dan an8 pucciabEpefinade !

a primary home with FH#fsured financinggeeNon-Occupying G@8orrowerguidelines for further
detail). Noroccupying ceéborrowers cannot be added to compensate for a borrower with a
derogatory credit history (the borrower must be credit worjhy

Cosigners are ¢rated the same as neaccupant o-borrowers (above) for qualing purposes and

are acceptable. However, they do not execute the mortgage/security instrument or take title to the
property, but they must sign the Note and all other loan documents.

The subject property may not be currently listed for sale (must befofiie market for a minimum

of 1 day prior to disbursement to be eligible for a rate and term refinance).

Simple Refinance

The maximum LTV/CLTYV ratio for a Simple Refinance is 97.75%.

Maximum Mortgage Amount Calculation
The maximum mortgage amount forSample Refinance is:

1

l

05.072018

the lesser of:
o the Nationwide Mortgage Limit
o0 the maximum LTV ratio from above; or
o the sumof existing debt and costs associated with the transaction as follows:
A exiding debt includes:
1 unpaid principal balance of the FH#sured first mortgage as of the month prior to
mortgagedisbursement;
interest due on the existing mortgage,;
MIP due on existing mortgage;
late charges; and
escrow shortages;
A allowed costs include aborrower paid costs associated with the new mortgage; and
A borrower-paid repairs required by the appraisal;
less any refund of UFMIP (if financed in original mortgage).

= =4 -4 -
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FHA 4000.1 Underwriting GuidelinesRefinance Transactions

Additional Underwriting and Eligibility Criteria

T

Existing sbordinate liens, including credit lines, regardless of when taken, may remain outstanding
(but subordinate to the FH#sured mortgage) and subject to 97.75% CLTV. A copy of the current
note is equired and the borrower must qualify with the scheduled monthly payments. A
subordination agreement will be required.

New subordinate liens may be placed behind the HhtAred mortgage and are subject to 97.75%
CLTV. The borrower must qualify with geheduled monthly payments.

When determining CLTV on a loan that has a subordinating -epeied line of credit, the
maximum accessible credit limit of the subordinate lien must be used to calculate the CLTV ratio.
At closing, the borrower may not receivaash back in excess of $50@ny cash back to the
02NNRGSNI NBadzZ GAy3a FTNRBY GKS NBFdzyR 2F (GUKS o
mortgage must not be considered in the $500 cash back limit, whether received at or subsequen
to mortgage disbtsement)

Nonoccupantco-borrowers are allowed orSimpleRefinance transaction®\ borrower may be a
nonoccupying cad 2 NNR2 g SNJ 2y | F kinguredd doan Ak Yardas® ér refhance a
primary home with FHAnsured financing (sedlonOccupying G&orrower guidelines for further
detail). Noroccupying ceéborrowers cannot be added to compensate for a borrower with a
derogatory credit history (the borrower mubk credit worthy)

Cosigners are ¢ratedthe same as notccupant o-borrowers (above) for qualifying purposes and
are acceptable. However, they do not execute the mortgage/security instrument or take title to the
property, but they must sign the Note and all other loan documents.

The subject poperty may not be currently listed for sale (must be off of the market for a minimum
of 1 day prior to disbursement to be eligible for a rate/term refinance).

If the borrower is refinancing their current FH#sured mortgage to anotheFHAinsured mortgage within 3
years, a refund credit is applied to reduce the amount of the UFMIP paid on the refinanced mortgage.

A Refinance Authorization must be obtained from FHAConnection on altd-HAA refinances.

Refund Amount Selection

On FHAto FHA refinances (including streamlines), the NR#tund from the RefinanceAuthorization
screenwill be selected based on the month disbursement not closing For example, if a loan closes in
June but does not disburse until July, théyMIP Refundwill be credited back to the borrower at closing.

Refund Amount Calculation

On any refinance where the MIP refund exceeds the Upfront MIP required on the new loan, the overag
will be refunded directly to the borrower from HUD so that the borrower wdt be burdened with
additional outof-pocket expenses. The lesser of the MIP refund or the new upfront MIP should be
subtracted from the unpaid principal balance before calculating the new mortgage amount.

NOTEThe UFMIP credit must be appliedahFHA to FHA refinances¢ludingstreamlines).

05.072018
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A NonrOccupying borrower transaction is a transaction involving two or more borrowers where one or more
borrower(s) will not occupy the property as his/her primary residenddon-occupying coborrowers or
cosigners must either be US Citizens or have acip@hresidence in the United States.

Maximum financing is available for borrowers related by blood, marriage, or law (such as spouses, paren
child, siblings, etc.), or unrelated individuals that can document evidence of a fiypédylongstanding, and
substantial relationshimot arising from the loan transactiorf these conditions cannot be met the maximum
mortgage amount is limited to 75% LTV. A borrower may be aonoapying ceborrower on a family

Y S Y 6 S NXrsure@ lodn, and purchase orfigance their primary home with FHiAsured financing. Non
Occupying G8orrowers cannot be added to compensate for a borrower with a derogatory credit history (the
borrower must be credit worthy)

Cosigners are treated the same as rmmtupying ceborrowers for qualifying purposes and are acceptable.
However, they do not execute the mortgage/security instrument or take title to the property, but they must
sign the Note and all other loan documenés they are liable for the debt

A party who has a fancial interest in the mortgage transaction, such as the seller, builder, or real estate
agent, may not be a coborrower or a cosigner (exceptions may be granted when the party with the financie
interest is a family member).

Whenrefinat®A y3 I 62 NNB g SNR& LINAYINE NBAARSYOS 6K2YSail
2N y20 GKS LINPLISNI & Aa StAIA0ES F2NJ YI EA YdzvtheleA y I
are 3 different types of refinances:

1 A 50(a)(4) lan is a rate/term refinance of a loan tha not currently an equity loan subject to 50(a)(6)
restrictions

1 A 50(f)(2) loan is a rate/term refinance of a loan thatcurrently an equity loan subject to 50(a)(6)
restrictions

 A50(a)6)loansaOl a K 2dzi NBFAYl yOS 2 Tandis KoSsider€dNahe ashSrideguityK 2
loan

Texas 50(a)(6) transactiorege not permitted on FHA loansMiMutual will only approve purchases, 50(a)(4)
refinances, an&0(f)(2)refinances
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Because incidental cash back to the borrower is not permitted on a 50(a)(4) or a 50(f)(2) refinance in Texe
MiMutual considers the following practices unacceptable:

l

Including Fees Paid OutsidéClosing in the Loan Amount

Per Texas requirements, a fee that is paid outside of closing cannot be financed into the loan amoun
When cash back is considered a refund for fees paid outside of closing (POC), MiMutual has essentie
financed POC feestmthe new loan amount. Additionally, MiMutual requires that in order for fees to be
included in the loan amount, the fee must be reasonable, incurred, and be a necessary closing cost (i.
required to close the transaction).

Principal Curtailments/Redtions

Applying a principal curtailment/reduction (normally the amount of the POC fees) results in a reduction tc
the principal amount of the loan as listed on the CD; however, the principal amount of the loan as listed ot
the loan documentg the amount the borrower is obligated to payhas not been reduced.

Increasing Payoff Amounts for the Purpose of Reducing Cash Back

Reducing cash back to the borrower by increasing payoff amounts on the CD results in prohibited ca:
back to the borrower in the form o payoff refund.

50(f)(2)

5dz2S (2 GKS fS3aratldAazy OKFy3aSa GKIFG G221 STFSO
| 2YS 9ljdzaGeé f AYA U landiteyfefindte dof 8 Vo Bduity loidfag & &ate/term
refinance, called a 50(2), is now allowed Additional restrictions beyond the typical allowance for a
50(a)(4) loan apply.

To be eligible as an (f)(2) transaction:

1 The refinance loan must close at least one year after the (a)(6) home equity loan was closed,;

1 No additional funds a advanced other than funds to refinance the existing debt, actual closing costs,
and required reserves;

1 The transaction cannot exceed 80% LTV/CLTV/HCLTV of the fair market value of the subject proper
and

1 A new 12Day Disclosure, the (f)(2) Disclosure, providing the borrower with their rights associated with
an equity or noAhome equity loan is required.
0 The (f)(2) Disclosure must be provided within 3 business days after the owner submits the loar

applicaion, and

0 May not be provided to the property owner prior to 1/1/2018nd
0 Must be provided to the property owner at least 12 days prior to loan close.

f ¢KS FAES Ydzad taz O2yiFlAy | ASLINIXGS | FFARI O
of Compliance, acknowledging that the requirements of Texas Section 50(f)(2) have been met.

1 No attorney certification is required
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With the exception of propertiecated in Texas, principal curtailmentdue to an excess premium from the
Lender Creditis acceptable; however, aripcipal curtailment to correct the amount of cash back to the
borrower is not permitted The matrix below describes maximum cash out regmients and allowable
curtailments.

Maximum Maximum Principal Curtailment
Product Cash to Due to changes in payoff figure
Borrower closing costs, etc.

Maximum Premium Pricing
Curtailment

1 FHA Streamline
 FHA Rate/Term *$500 Prohibited
Refinance

1% of theloan amount or $2,000
whichever is less

When a principal cuailment is permitted, all excess amounts must be clearly reflected onQlosing
Disclosureas a principal reduction.

*Loan amounts must be properly calculated for the specified lmagrams. If the loan amount is outside of

the guidelines, the loan amount must be corrected

Back to Top
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Purchaselransactions

The maximum mortgage amount that FHA will insure on a specific purchase is calculated by multiplying tf
appropriate LT\percentage by thadjusted value The borrower musmake a Minimum Required Investment
(MRI) of at least 3.5 percent of the adjusted value in order for FHA to insure the maximum mortgage amount.

¢KS NBFdzyR 2F GKS
0K

0 RNNE2 @ $ MIRa (tKIS/  2XWIN® 658 Ndza S wL A
gSNBE LI AR gAGK o

S 2NNR g SNRa 2¢y TFdzy Ra o

All purchase transactions require this document to be executed by ALL parties. The current owner of recol
must executeas the seller of subject property. Allirchasers listed on the sales contract must be borrowers,
and only borrowers may sign the sales contrattowever, the family member of a purchaser, who is not a
borrower, may be listed on the sales contract witlhomodification or removal. All sellers that sign the
purchase agreement must be authorized by that entifyhe transaction may not involve any sale or
assignment of the sales contract.

If any changes to the purchase agreement occur,BBedsions Due to Sales Contract Amendments

The Mortgagee must verify and document the deposit amount and source of funds if the amount of the
SIFNySaid Yz2zySe RSLRaAl SEOSSRa M LISNOSyld 2F (KS &
accumulating savings, by obtaining:
 acopyotheb2 NN2 g SNDa OF yOStt SR OKSO|T
1 certification from the deposiholder acknowledging receipt of funds; or
9 a Verification of Deposit (VOD) or bank statement showing that the average balance was sufficient ti
cover the amount of the earnest money deposittla¢ time of the deposit.

If the source of the EMD was a gift, it must be verifileat the gift is in compliance witksifts (Personal and

Equity)

FHA Amendatory Clause is intended to ensure fraispective homebuyers with FH#acked loans receive
important information in a timely manner about the house to be purchased. If buyers have not received
information about the appraised value of the home they intend to buy, the buyers are not obligatbdyt

the home. The borrower (buyer) and seller must execute this document. Please refer to our website for
copy of this form.

The actual dollar amount of the sales price as stated in the contract must be inserted in the Amendaton
Clause. Increasés the sales price require a revised Amendatory Clause.

NOTE: This disabsure is not required opropertiesowned by banks or Agencies, REO properties b
disposed of by a lender, or loans written under the 203(k) program.
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This disclosure is to be signed by ALL parties involved in the transaction: borrower, seller, real estate agent(
and broker(s). It certifies that the terms and conditions of the sales contract are true to the best of their
knowledge. Please refer wur website for a copy of this form.

It isnot needed if:
1 The sales contract contains a provision that
0 There are no other agreements between parties, and
0 The terms constitute the entire agreement between the parties, and
1 All parties are signatories the sales contract submitted at the time of underwriting

HUD92564CN needs to be provided to the borrowat first contact, whether it be for prequalification,
preapproval, ornitial application Evidence of this can be supported by a copy of the document within the
disclosure/application package.

If the property was built before 1978, the seller must disclose any information known aboubbesstl paint
and leadbased paint hzards before selling the house, in accordance with the BB Lead Disclosure Rule.
For such properties, MiMutual must ensure that:
1 The Borrower has been provided the E&#proved information pamphlet on identifying and
controlling leadbased painhazadN\Ra 6 dat NP GSOG |, 2dzNJ CIF YAf & CNRY |
1 the Borrower was given a iDay period before becoming obligated to purchase the home to conduct

a leadbased paint inspection or risk assessment to determine the presence ofblset paint or

lead-based paint hazards, or waived the opportunity;

1 the sales contract contains an attachment in the language of the contract (e.g., English, Spanish
signed and dated by both the seller and purchaser:

0 containing a lead warning statement as set forth in 24 CBR®(a)(1).

0 LINPPGARAY3I GKS &aStfSNNa RA & Of -Bagedzhdtht addfor |¢adiaSed LINI
paint hazards in the target housing being sold, or indication of no knowledge of such presence;

o listing any records or reports available to theller pertaining to leaebased paint and/or lead
based paint hazards in property housing being sold, or indication by the seller that no such record
or reports exist; and

o affirming that the Borrower received the pamphlet, disclosure, and records or tgpabove; and

1 when any agent is involved in the transaction on behalf of the seller, the sales contract includes
aidraGaSYSyld GKFG GKS F3ISyid Kra AyF2NNX¥SR (KS asSt
agent is aware of his/her duty to emse compliance with the requirements of the Rule, and the agent
has signed and dated the contract.

MiMutual will accept purchase transactions where the seller is selling the homder | GaKz2NI
agreementwith their current lender. MiMutual must be providedwith the fully executed short sale approval
letter, and the requirements set forth by the current lender must be met prior to closing.
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WhSy (GKS &dz62SO0 LINPLISNIe& Aa o6SAy3a az2tR Fd | dzOGA
determine total sales priceNo other fees may be added.

An Interested Party Contribution (IPC) is a payment by thiersend/or another interested party (real estate
agent, builder, developeror other parties with an interest in the transactipror a combination of parties,
G261 NR GKS 02NNRBgSNRa O2aida G2 Ofz2asSo

Interested partiesmay contribute up to 6% of the salésINKA OS G246 NR (0 KS and degedinND &
points. The 6% limit also includes:

1 Payments of mortgage interest for fixed rate mortgages;
1 Mortgage payment protection insurance; and
1 Payment of the UFMIP.

Interested Party Contributions that exceedi@a origination fees, other closing costs, and discount points are
considered an inducement to purchase. IPCs exceeding 6% are considered an inducement to purchase.

Lt/ & YIFe& y2G 0SS dzaSR FT2NJ G4§KS 02 NNER g SNIXfes, ypicallgpaidt |
by the seller under local or state law, or local custom, is not considered an IPC.

IPCs must be documented on the Purchase Agreement, as well as on For82BQILT.

NOTE: The satisfaction of a PACE lien or obligation against the property by the property owner
considered an Interested Party Contribution.

Inducements to Purchase refer to certain expenses paid by the seller and/or another Interested Party ol
behalf of theborrower, and result in a dollafor-dollar reduction to the Adjusted Value of the property before
applying the appropriate Loato-Value(LTV) percentage.

These inducements include, but are not limited to:

contributions exceeding 6 percent of the Adjusted Value;

contributions exceeding the origination fees, other closing costs and discount points;

decorating allowances;

repair allowarces;

excess rent credit;

moving costs;

paying off consumer debt;

Personal Property;

sales commission onth#® NNB ¢ SNN&a LINSaSyd NXaARSyOST | yR
below-market rent, except forborrowers who meet the ldentityof-Interest exception for Family
Members

= =8 =4 =4 -4 4 -5 -4 -9 -9
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Personal Property
Replacement of existing Personal Property items listed below are not considered an inducement t
purchase, provided the replacement is made prior to settlement and no cash allowance is gitren to
borrower. The inclusion of the items below in the sales agreement is also not considered an inducemer
to purchase if inclusion of the item is customary for the area:
1 range
refrigerator
dishwasher
washer
dryer
carpeting
window treatment
other items dcetermined appropriate by the HOC

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

Personal property items that the borrower agrees to pay for separately, including the amount subtracted
from the sales price when determining the maximum mortgage, are included in the total cash
requirements for the mortgge.

Sales Commission
An inducement to purchase exists when the seller and/or Interested Party agrees to pay any portion of th
02NNRGSNRa alfSa O02YYAaaArzy 2y GKS alrtsS 2F (GKS

An inducement to purchase also existeen aborrower is not paying a real estate commission on the sale
of their present residence, and the same real estate broker or agent is involved in both transactions, an
the seller is paying a real estate commission on the property being purchased byothmver that
exceeds what is typical for the area.

Rent Below Fair Market

Rent may be an inducement to purchase when the sales agreement reveals thbortusver has been
living in the property renfree or has an agreement to occupy the property at a rentaloam
considerably belovirair Market Value.

Rent belowrair Market Value is not considered an inducement to purchase when a builder fails to deliver
a property at an agreedpon time, and permits th&orrower to occupy an existing or other unit for less
than market rent until construction is complete.

The eligibility of a property for a mortgage insured by FHA is determined by the time that has elapset
between the date the seller has acquired title to the property and the date of execution of the sales contract
that will result in the FHAnsured mortgge. FHA definesthe St £ SN & 5 @&sShe 2afe tHe djledzA &
acquired legal ownership of the property. TResale Datés defined as the date of execution of the sales
contract by all parties intending to finance the property with an FhBured loan.
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Restriction on Resale@ccurring90 Days or Fewer After Acquisition
I LINPLISNI & GGKFG Aa o0SAy3a NBaz2fR dn RIF&da 2N FSg €
an FHAInsuredmortgage.

Resales Occurring Between 91 Days and 180 Days After Acquisition
A second appraisal must be obtained by another appraiser if:
1 The resale dateof the property is between 91 and 180 days following the acquisition of the
property by the sellerand
1 The resale price is 100% or more over the price paid by the seller when the property was acquired

If the second appraisal supports a value of the property that is more than 5% lower than the value of the
first appraisal, the lower value must be usedlas property value in determininthe Adjusted Value

NOTE:The cost of the second appraisal may not be charged to the borrower

Exceptions to Time Restrictions on Resale

Exceptions to time restrictions on resalee:

9 Properties acquired by an employer or relocation agency in connection with the relocation of an

employee;

Resales by HUD under its REO program;

Sales by other US government agencies of Single Family Properties pursuant to programs operated

these @encies;

Sales of properties that are acquired by the seller by inheritance;

1 Sales of properties by state and federaidlyartered financial institutions and Government Sponsored
Enterprises (GSES)

1 Sales of properties by local and state government agencies

)l
)l

E]

NOTE: The restrictions listed above do not apply to a builder selling a Aswtyhouse or building 4
house for a borrower planning to use Fh8ured financing.

{ Sttt SNRAa ! OljdAaArdaAazy [/ 2440
¢CKS aStfSNRa I Oljdzh aA (A 2 yhe ieripaid far dhe prdp&ty, aidrthDdllovding L
costs (if paid by the seller):
1 Closing costs, plus
1 Prepaid costs, including commissions
f ¢KS &aStfSNNa FOljdzAaAadgazy O2aid R2Sa y20 AyoOf
property.

t NA2NJ aFfSa NS G2 0S SOARSYOSR o6& GKS Yz2aid NBOS)
that reflects the dollar amount of the sale, or the certificate of foreclosure on bank owned properties.
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The twelve month chain of title is to be evidenced by all deeds that affect the subject property in the last 12
months, reflecting the dollar amount(s) of the sale(s).

The borrowermust have personal reserves equivalent to three months PITI+MI after closing on purchase
transactions. Reservesnnotbe derived from a gift.

An Identity of Interest transaction is a sale between partrgth an existing business relationship or between
family members.

Business relationship refers to an association between individuals or companies entered into for commerci
purposes.

Family member is defined as follows, regardless of actual or pe&deigxual orientation, gender identity, or
legal marital status:

T

E]

=A =4 4 -8 -8 A

Child, parent, or grandparent;

o A child is defined as a son, stepson, daughter, or stepdaughter;

0 A parent or grandparent includes a stpprent/grandparent or foster parent/grandparent;
Spouseor domestic partner;

Legallyadopted son or daughter, including a child who is placed with the borrower by an authorized
agency for legal adoption;

Foster child;

Brother, stepbrother;

Sister, stegsister;

Uncle;

Aunt; or

Sonin-law, daughtefin-law, father-in-law, motherin-law, brotherin-law, or sistefin-law of the
borrower.
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Identity of Interest transactions on principal residenees restricted to a maximum LTV of ratio of 85%he
maximum LTV percéage for a transaction where a tenatdandlord relationship exists at the time of contract
execution is restricted to 85%.However, maximum financinabove 85% LTMs permissible under the
following circumstances:

1 The borrowermpurchaseghe principalresidence of another family membes a principal residence

1 The borrower purchases, as a principal residence, a property owned by another family member i
which the borrower has been a tenant for at least six months immediately predating the sales contract
Written documentation must be submitted to verify rental payments

1 Anemployee of a buildefwho is not a family membegurchases one of the builder's new homes or
models as a principal residence.

1 A current tenant purchases the property that he or slashented for at least six months immediately
predating the sales contract. (A leas® other written evidencemust be submitted to verify
occupancy.)

1 A corporation transfers an employee to another location, purchases that employee's home, and ther
sellsthe home to another employee.

On newlyconstructed properties, realistic estimates of the property taxes that reflect the value of the
improvements once they are assessed by the unitgosfernment to which those taxes are paid must be used.
Such estimates may be obtained from reliable sources such as the appraiser, comparable sales data, or the
laaSaazNnRa 2FFA0S

MiMutual is unable to financeghe acquisition of a property that the borrower (or their spouse) has had
previous ownership in, that resulted in foreclosure or short sale activity, where they relinquished their
ownership interest but did not change their residendyliMutual considers his as unacceptable property

flipping.

A NonOccupying borrower transaction is a transaction involving two or more borrowers where one or more
borrower(s) will not occupy the property as his/her primary residenddon-occupyirg coborrowers or
cosigners must either be US Citizens or have a principal residence in the United States.

For noroccupying borrowetransactions, the maximum LTV is 75%. The LTV can be increased to a maximul
of 96.5%% if the borrowers are family members, provided the transaction does not involve:

1 A family member selling to a family member who will be a-eeoupying coborrower; or

1 Atransaction of a tweto four-unit property

A borrower may be a nenccupying cad 2 NNB ¢ SNJ 2y | F kingukell bban,YaSdyporéhisge &r C
refinance their primary home with FHAsured financing. No®ccupying G&orrowers cannot be added to
compenste for a borrower with a derogatory credit history (the borrower must be credit worthy).
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Cosigners are treated the same as rmtupying ceborrowers for qualifying purposes and are acceptable.
However, hey do not execute the mortgage/security instrument or take title to the property, but they must
sign the Note and all other loan documenés they are liable for the debt

A party who has a financial interest in the mortgage transaction, such as tles, dslilder, or real estate
agent, may not be a coborrower or a cosigner (exceptions may be granted when the party with the financie
interest is a family member).

Secondary financing is ariynancing other than the first mortgage that creates a lien against the property.
Any such financing that does create a lien against the property is not considered a gift or a grant, even if
does not require regular payments or has other features forgj the debt.

A Governmental Entity refers to any federal, state, or local government agency or instrumentality. To be
considered an Instrumentality of Government, the Entity must be established by a governmental body or witt
governmental approval or wer special law to serve a particular public purpose or designated by law (statute
or court opinion) and does not have 501(c)(3) status. HUD deems Section 115 Entities to be Instrumentaliti
of Government for the purpose of providing secondary financing.

FHA will insure a first mortgage on a property that has a second mortgage or lien made or held by
Governmental Entity, provided that:
1 The secondary financing is disclosed at the time of application;
1 No costs associated with the secondary financingfimanced into the FHAnsured first mortgage;
1 The insured first mortgage does not exceed teANationwide Mortgage Limitor the areain which
the property is located,;
The secondary financingayments are included in the total mortgage payment;
lyed &4SO2YyRIEINE FAYIYOAY3a 2F GKS 02NNRBgSNRaE awl
forthin{ 2 dZNOS wSIdZANBYSy (& F2NJ 4KS . 2NNRPSSNRa awl
1 The seondary financing does not result in cash back to the borrower except for refund of the EMD or
other borrower costs paid outside closing; and
1 The second lien does not provide for a balloon payment within 10 years from the date of execution.

= =4

Nonprofits assting a Governmental Entity in the operation of its secondary financing programs must have
HUD approval and placement on the Nonprofit Organization Roster unless there is a documented agreeme
that:
' the functions performed are limited to the Governmengaly 4 A 1 @ Q& &4 SO2y Rl NB FAY
1 the secondary financing legal documents (Note and Deed of Trust) name the Governmental Entity &
the Mortgagee.

Secondary financing that will close in the name of the nonprofit and be held by a Governmeirtiahfitrst be
made by a HURpproved NonprofitMiMutual must enter information on HUR2pproved Nonprofits into FHA
Connection (FHAC), as applicable.

Secondary financing provided by Governmental Entities or HOPE grantees may be used to meet tl
. 2NN2awiNDa! ye 2y 2F 0KS . 2NNRBgSNRa awlL Ydzad | f:
in{ 2dzNOS wSIjdZANBYSyida F2NJ GKS . 2NNBgSNRa awl
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There is no maximum Combined LemAValue (CLTV) for secondary financing loans provided by
Governmental Entities or HOPE grantees.

The following informatiormust be obtained from the provider of any secondary financing:

il
il
1

documentation showing the amount of funds provided to tharower for each transaction;

copies of the loan instruments; and

a letter from the Governmental Entity on their letterhead evidencing the relationship between them
and the nonprofit for each FHidssured mortgage, signed by an authorized official and containing the
following information:

the FHA case number for the first mortgage;

the complete property address;

the name, address and Tax ID for the nonprofit;

the name of theborrower(s) to whonthe nonprofit is providing secondary financing;

the amount and purpose for the secondary financing provided tobreower; and

a statement indicating whether the secondary financing:

A will close in the name of the Governmental Entity; or

A will be clogd in the name of the nonprofit and held by the Governmental Entity.

O OO0 O OoOOo

Where a nonprofit assisting a Governmental Entity with its secondary financing programs is not-a HUL
approved Nonprofit, a documented agreement must be provided that:

T

T

the functionspeF 2 NYSR o6& (GKS y2yLINRTFAG FNB fAYAGSR G2
program; and

the secondary financing legal documents (Note and Deed of Trust) name the Governmental Entity &
the mortgagee.

It is important to note that the CLTflected on the AUSindings will most likely exceed 100%. However, you
will still receive an Approve/Eligible recommendation if all data is entered correctly (and loan is not otherwis
ineligible).

For detailed information regarding Secondary Financing fotimer sources, refeto the 4000.1
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aAladzidzad f R2Sa y24 KFE@S F ftA&ad 2F | LIWINRPOSR 52¢y LI
downpayment assistance programs administered by charitable organizations, such as nonprofits. MiMutu:
will not allow any DAP from a provider that requsrehe lender to be approved.

FHA does not allow nonprofit entities to provide gifts to pay off:
Installment loans

Credit cards

Collections

Judgments

Liens

Similar debts

=A =4 4 48 -8 A

MiMutual must ensure that a gift provided by a charitable organization meets theroppjate FHA
requirements, and that the transfer of funds is properly documented. One method of verifying that the entity
providing downpayment assistance is a charitable organization as defined by Section 501(a) of the Intern
Revenue Code (IRC) of 198&suant to Section 501(c)(3)tise IRS Exempt Organization Select Chedkich
contains a list of organizations eligible to receive-d@xductible charitablecontributions.

Seller Utilizing a Relocation Company

When the seller enlists the assistance of a Relocation Company faatheof the subject propertyhere are
multiple ways the transaction can be consummated, and it is very important to have aucléarstanding of
which of the belowmentioned methods is being used.

Relocation Company Takes Power of Attorney

The most common circumstandg where the Relocation Company signs the purchase agreement as the
seller, and will sign the closing documemts behalf of the vested owner. In this instance, a Power of
Attorney executed by the vested owner(s), authorizing the relocation company to sign on their behalf (the
vested owner will reflect as the seller on ti@tosing Disclosuyewill be required. Th&ower of Attorney

must be executed and dated prior to the execution of the purchase agreement (unless the relocatior
agreement states that a Power of Attorney will be prepared to consummate the clo3ing)e must be
documentation allowing someone elseethight to sell the property.

Double Escrow

Another common occurrence involving relocation companies is where the Relocation Company wil
actually be the seller reflected on tl&osing Disclosurén this circumstance, the title commitment should
have arequirement for the current vested owners to deed the property to the Relocation Company, and
another requirement for the Relocation Company to deed the property to our borroiMeis is the only
GAYS | GR2dzmfS SaONRBge¢ Aa pelydippidg. A0 dody Df tHe yeRcation
agreement is required.
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Relocation Company Acts as Seller without Taking Title

In certain geographical areas (i.e. Michigan), it may be common practice for the Relocation Company
negotiate and execute the purchase agreement aldsing Disclosurat closing as the seller, and to
receive the proceeds from the sale of the propertith@ut actually taking title. This option is acceptable
only if all of the following fully executed documents are reviewed and approved by the underwriter prior
to closing:

1 Warranty Deed Reflecting the Vested Owner with Buyer Info Left Blankis is a ded executed
by the vested owners, which is held in escrow by the title company until a buyer is found and the
sale is closed.

1 Appointment of Special Agent and Assignment of Proceedibis document is executed by the
vested owner authorizing the Title CompdClosing Agent to complete the appropriate
information on the blank deed and other pertinent documentation. This also directs the Title
Company/Closing Agent to allow the Relo Company to receive all proceeds.

1 Special Power of AttorneyThis document igxecuted by the vested owner authorizing the Relo
Company to sign/execute all documents necessary to consummate the sale (i.e. Purchas
Agreement, closing docs, etc.). This document should also reference the blank deed that will b
completed when a buyes found and the sale is closed.

1 Relocation AgreementThis is the agreement between the vested owner and the Relo Company
that will describe the terms of the sale of the subject properfhis document is essential in
determining the legitimacy of the tressaction to avoid potential unethical property flipping
schemes

Seller concessions may be used to reimburse the buyer for out of pocket expenses paid in advance (POC), s
F& FLIINFAaAlFET FSSad ¢KS &a2d2NOS 2F Fdzy Ra dzaSR (2
personal funds in order to be reimbursed.

Ph/ FSS& LIAR o0& ONBRAG OFNR OFyy2i 0S NBGddNYySR i
cash investment.

In order to apply seller concessions toward POC fees, documentation is required to support the funds use
came fromthe borroweRd 26y LISNR2Y Il f FdzyR4a 6So3ad o6Fy]l adl ds

After Minimum Contribution Requirements are validated, the Borrower may receive a refund of their earnest
money deposit, tax proations, or POC fees paid from personahds (credit card payments may not be
refunded).

Back to Top

05.072018 106



FHA 4000.1 Underwriting GuidelinesGeneral Provisions

GeneralProvisions

All documentatiormust be from a reasonably reliable thigérty source, and must satisfy the requirements of
the Ability to Repay Rule.

MiMutual only offers financing on owneayccupied principal residences. A principal residence refers to a
dwelling whee the borrower maintains or will maintain their permanent place of abode, and which the
borrower typically occupies or will occupy for the majority of the calendar year. A person may have only on
principal residence at any one time.

At least one borrowemust occupy the property within 60 days of signing the security instrument, and intend
to continue occupancy for at least 1 year.

Military Personnel Eligibility

Borrowers who are military personnel, who cannot physically reside in a propedguse thg are on
Active Duty are still considered owner occupants and are eligible for maximum financingfamdy
member of theborrower will occupy the subject property as therincipal residence, or theborrower
intends to occupy the subject property upaischarge from military service.

MiMutual must obtain a copy of thé2 NNB ¢ SN & YA A G NIb2 NNNERESNED 45 JAR
status and that the duty station is more than 100 miles from the subject property.

MiMutual must obtain theb2 NINE @gnfhId Dccupy the subject property upon discharge from military
service if a family member will not occupy the subject property as their principal residence.

Citizenship of the United States is not required for eligibilBarrowers musbe one of the following:a U.S.
Citizen,a lawful Permanent Resident Alieor a lawful Non-PermanentResident Alien. We will lend under the
same terms and conditions for all three designations.mortgage to a noftJ.S. citizen who has no lawful
residency status in the United States is not eligibteno case is a Social Security card alone sufficient to prove
immigration or work status.
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PermanentResidentAliens

Non-United States citizens whoohd acceptable evidence of permanent residency issued by the U.S.
Citizenship and Immigration Services (USGI®) considered Permanent Resident AliensLawful
Permanent Resident Aliens must have any of the following:

1 A legible copy of the front and baak the Permanent Resident Card / Alien Registration Card
(USCISFornplp M0 20 KSNBAA&AS 1y26y a I aDNBSYy /I NRé¢
5dzLJX AOIF 1S¢ F2NJ GKS LizN1J2asS 2F NBLX I OAy3da GKS
(USCIS) allows photocopying of the Green Card. Making an enlarged copy or copying on color
paper may alleviate any concerns the borrower may have with photocopying.

1 A legible copy of the unexpired foreign passport that contains an unexpired stamp geadin
Gt NP OS a-853.RTefpdrsldy Evidence of Lawful Admission for Permanent Residence. Vali
untl (MM-DD-, , 0 @ 9 YLX 28YSy il | dziK2NRT SRé o

1 Any other evidence of permanent residency issued by the USCIS.

Non-Permanent Resident Aliens
Non-United States citens who are permitted to reside in the United States on a temporary basis and may
have been granted authorization to work in the U.S. by the U.S. Citizenship and Immigration Service
(USCISare considered No#ermanent Resident AliensA borrower who isa nonpermanent resident
alien may be eligible for FHAsured financing, provided:
f ¢KS LINRPLISNIe& gAff 0S GKS 02NNRBgSNDa& LINRAYOALN
1 The borrower has a valid SSN, except for those employed by the World Bank, a foreign embassy,
equivalent employeidentified by HUD;
1 The borrower is eligible to work in the United States, as evidenced by the Employment
Authorization Document (EAD) issued by the USCIS; and
1 The borrower satisfies the same requirements, terms, and conditions as those for US citizens

The EAD is required to substantiate work status. If the EAD will expire within 1 year and a prior history ¢
residency status renewals exists, MiMutual may assume that continuation will be granted. If there are nc
prior renewals, MiMutual must determinthe likelihood of renewal based on information from the USCIS.

A borrower residing in the US by virtue of refugee or asylee status granted by the USCIS is automatica
eligible to work in this country. The EAD is not required, but documentation subsiagtthe refugee or
asylee status must be obtained.

Non-US citizens without lawful residence in the US are not eligible for FRigdred mortgages.

Additional Immigration Status
Loans to nortitizens who havdawful residency in the United States, orveabeen granted political
asylum require underwriting to NofPermanent Resident Aliens guidelines.

Asylees and refugees must provide their Arrival and Departure Records (F@dm which must
substantiate the refugee or asylee status.grant of asylm is for an indefinite period.The EAD is not
required, as refugees and asylees are automatically authorized to work because of their immigratior
status.
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A valid Social Security Nurabis required for all borrowers. Evidence of social security number must be
provided in each case file. Individual Tax Identification Number (ITIN) is not acceptable.

All documents of foreign origin must be filled out in English, or a complete and acdtaagtation from an
acceptable source must be provided for each document.

Each borrower must use their legal name when applying for a mortgage. Review the following list o
R20dzySyida (2 SyadaNBS G§KS 02NNRgSNDa yIYS Aa O2yan:

1 Loan application (1003)

1 Credit Report

1 DUJLP findings

1 FHA Case Number Assignment
MiMutual requ'iresq KEd FEf LISNI A ySyid f 2y R20dzYSyidldAaz2y oS
OFasa U0UKS yIYS NBFTt SOUSR 2y UKS RNAYSNRa tAOSyas

in those instances where there is a variance betweenRheRA OSNN&a f AOSyasSs {20Al ¢
asset documents, the underwriter will exercise due diligence to determine all documents belong to one an
the same person.
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Married Names

If a borrower hasrecently marriedor is married during loan processing, the new married name, if
applicable, will be utilized for all pertinent loan documentatioMiMutual will require a copy of the
YIENNRFIS ftA0SyasS AT (KS yS¢ yIFYS Aa y20 NBFf SO
If Borrower Validation fails in FHA Connection due to this reaSbiMutual will order a third party Social
Security Nimber verification.

NOTE:In all of the above cases, an AKA/FKA affidavit will be required at closing

When multiple properties are owned, all mortgages must be current at time of closkigo, if borrower is
purchasing a new home (as owner occupied); however, is not selling current residdiddeiual may
consider the subject as neowner occupied if the value of the subject is not greater than current residence
(case by case). The bower(s) can have no more thafour properties financed including the subject
property, and the maximum number of properties owned (financed or not) cannot exesed

MiMutual does not allow any greater than 4 borrowers on a single loan.

The borrower must be old enough to enter into a mortgage Note that can be legally enforced in the state, o
other jurisdiction, where the property is locatedhere is no maximum age limit for a borrower.

All borrowers must sign and date the initial and final Fannie Mae Form 1008orm Residential Loan
Application(URLA). All borrowers must sign and dasge two of the initial form HUDB290GA, HUD/VA
Addendum to Uniform Residential Loan Applicateomd sign and date the complete final form HOPOOGA.
The application may not be signed by any party who will not be on the Note.

The initial, complete, ghed URLA and page 2 of the 92900nust be obtained before underwriting the
mortgage application. The URLA must also containddlets of anon-borrowing spousdf the borrower
resides in or the property to be pcihased is located in a community property state. Additionally, the URLA
Ydza i O2y Gl Ay GKS 21y 2NARAIAYIFIG2NRaE yIYSTEI ba[{ AR

All mortgage applications must be executedhe [egal name®f all parties.

2NNRP gSNRa ! dzGK2NRT I GA2Y
aAladzidzh £ Ydzad 200Gl AYy GKS . 2NNRSgSNDa | dziK2NRART I {
mortgage application. We must also obtain a ror2 NNE ¢ A Y TondehiRndsud@izZation where
necessaryto verify specific information required to process the mortgage applicaiiociuding the non
02NNR gAY I &Ll dMBieakio veridythéirSgNiwithF tBeNsocial Security Administration (SSA).
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Form HUDB9290CA Part IV

aladzidzZ £ Ydzad 20GFAYy (GKS 02NNER4SNI2a GS\NRYT &l diNESS
with the Social Security Administration. We must also obtain them@NNER g A Y3 & LJ2 dzd S C
Part IV to verify their SSNith the SSA where necessary, to verify specific information required to process
the mortgage application.

., 2NNPGSNDR& ! dzi K2NRAT F GA2Y F2NJ ' a8 2F LyTF2
aAladzidza f Ydzad 2060GFAY GKS 02 NNE & Sdatond®R wny Pupbse T 2
relating to the origination, servicing, loss mitigation, and disposition of the mortgage or property securing
the mortgage, and relating to any insurance claim and ultimate resolution of such claims by the mortgage
and FHA.

CKAAa Ydzald o0S Ay (KS F2NY 2F | &aA3aySR adlasSySyd
consent for the use of their information as required above.

MiMutual allows Powers of Attorney (PO®) be used at closingnder the following criteria:
1 Application, initial disclosures, and Purchase Agreement (if applicable) must be sigakgdnyies of
the loan
Subject property must be ownayccupied
All signatures on the POA must be notarized, dhd POA must be reviewed by MiMutual
underwriter prior to closing. Signatures on the POA must match the signatures in the file to
MiMutualQad &l GA&aFlI OGA2Yy @
1 The POA must bieansactionspecific, incluthgthe full property address of the subject
1 The titlepolicy must not make any exceptions based on the use of the POA

)l
)l

NOTE:For properties located in Florida, all Powers of Attorney executed after October 1, 2011 are rq
to be signed by a Notary Public and two witnesses.

Unless required by LJILJt A OF6f S adldS tFg> 2N G6KSe& IINB (GKS o
persons connected to the transaction may sign the security instrument or Note as the attorney in fact under :
POA:

1 Mortgagee, or any employee or affiliate;

1 Loan originato, or employer or employee;

i Title insurance company providing the title insurance policy, the title agent closing the mortgage, or

any of their affiliates; or
1 Any real estate agent or any person affiliated with such real estate agent

MiMutual will not waive a borrower's threelay right to rescind. No exceptions.
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Escrows for taxes and insurance are required on all FHA Iddmesescrow account must be sufficient to meet
the following obligations when they become due:
1 Hazard insurance premiums;
Real estate taxes;
Mortgage Insurance Premium (MIP);
Special assessments
Flood insurance premiums, if applicable;
Any item that wouldcreate liens on the property positioned ahead of the FiHgured mortgage, other
GKFY O2yR2YAY A dz¥ssibtion (HOABf@es Yy S NA Q

= =4 4 4 =4

MiMutual requires flood insuranceinder the NFIRvhen any portion of the residential improvements is
determined to be located within a SFHA flood insurance is not available in certain flood hazard areas
because the community does not participate in the National Flood Insurance Program (MiMijual will

not finance properties located in those areas

MiMutual requires flood policies to either be from the NFIP, or be a policy that meets the NFIP requirements
such as those issued by licensed property and casualty insurance companies that are authorized to participe
in the NFIP's "Write Your Owpfogram. Flood policies from a private insurer are not permitted.

Flood insurance must be maintained for the life of the mortgage in an amount at least equal to the lesser o
either:
1 The outstanding balance of the mortgage, less estimated land costs, or
1 The maximum amount of the NFIP insurance available with respect to the property improvements
(typically $250,000)

Flood insurance premiumsiust be escrowed, regardless of LTV and/or state law. The only exception to this
requirement is if the property haadequate flood insurance coverage provided by a condominium association,
homeowners association, or similar group, and the premium is paid by the group as a common expense.

For a first mortgage secured by a property on which an individually held insurance policy is maintainec
coverage equal to the lesser of the following is required:
1 100% of the insurable value of the improvements, as established by the property insurer; or
1 the unpaid principal balance of the mortgage, as long as it at least equals the minimum ang&0%st
of the insurable value of the improvementsequired to compensate for damage or loss on a
replacement cost basis. If it does not, then coverage that doesige the minimum required amount
must be obtained.

NOTE:Unless a higher maximum is required by state law, the maximum deductible is 5% of the poli
amount.
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Whenthe subject property is not currently own&ccupied, but it is verified that it will be when the mortgage
transaction is complete, the verified amount of homestead property taxes may be used in qualification. Thi
amount can be determined by county infortion that provides a clear description of the property tax
amount once the homestead exemption has been applied.

We do not use an approved title company list. However, we reserve the right to refuse any title company .
settlement agent. A loan specific Insured Closing Protection Letter must be received prior to, dtsigg
with specific wiring instructions

Redemption Periods on Title
MiMutual will not accept an unexpired redemption periedception on the final title policy This guidance
applies when the seller is an entity other than the individual with redemption rights.

Schedule B

All exceptions reflected in Schedule B of the preliminary title report that may impact lien positionbmust
addressed and/or cleared to ensure the final title policy will reflect the loan in first lien position

Any delinquent property taxes being paid at closing on a refinance transaction will be consideredautcash
transaction. Transactions with severely delinquent property taxes must be manually underwritten and are
subject to underwriter discretion.

MiMutual will not allow any debt to be paid at closing on a purchase transaction. Any debt beingapaid
closing on a refinance (other than existing mortgages on subject property) will be considered-autash
transaction.

All refinance transactions will require current payoff statements for all liens on title to reflect the loan is
current at time of closing (should not reflect more than 59 days of interest). However, paying off an existing
FHA loan, where it is permitted for the servicer to collect a full 30 days of interest if payment in full is receivel
after the required monthlyp @ YSY i RdzS RIFEGSX Yl @& NBadzZ G Ay | Fdz ¢
As long as the mortgage is current, this would be considered acceptable.
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Verification forms (VOEs / VODYODRs, et¢ must pass directly betweeliMutual and the provider without
being handled or transmitted by anynknown orinterestedparty, or using anynterestedLJ- NIi @ Q& S |j d
(including the borrower) Verifications must be addressed to the employefioancial institution and may not

be directed to an individual (such as may be directed to Account Verification Department or Human Resourc
but not to John Doe). No document used in the processing or underwriting of a loan may be handled c
transmitted by or through the borrower, a real estate agent or any other interested party to the transaction.

MiMutual must authenticate all documents received electronically by examining the source identifiers (ex: the
FIE o6l YyYSNI KSI RSNJ 26dd), dribpconrtabtiyigtiSesduice of tid dbdumeht RyRtelephone
02 OSNATe GKS R20dzySyiQa @lIftARAGED ¢tKS yIYS | yR
the validity of the document with must be documented.

Information Obtained via Intenet

MiMutual must authenticate documents obtained from an internet website and examine portions of
printouts downloaded from the internet including the Uniform Resource Locator (URL) address, as well &
the date and time the documents were printed. MiMalumust visit the URL (or the main website listed in
the URL, if the page is password protected) to verify the website exists, and print out evidence
documenting the visit to the URL and website.

Documents used in the origination and werdriting of amortgage may not be more than 12fays old at the
disbursementdate. Documents whose validity for underwriting purposes is not affected by the passage of
time, such as divorce decrees or tax returns, may be more thardag® old at thedisbursementdate.

Closing Protection Letters are valid for 30 days, unless the body of the CPL states a different validity period
For purposes of countingdys for periods provided in these guidelinday one is theday after the effective

or issue date bthe document, whichever is later.
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On a purchase transaction,rmn-borrowing spousemay appear on the security instrument or otherwise take
title to the property at loan settlement. On a purchase or refinance transaction, if required by state law
(dower right/homestead states), in order to perfect a valid and enforceable first lien,ntreborrowing
spouse may be required to sign either the security instrumaard/or other documentation evidencing that he

or she is relinquishing all rights to the property. If then-borrowingspouse executes the security instrument

for such reasons, he @he is not considered a borrower cosigneifor our purposesandshouldnot sign the

loan applicationLy O2 YYdzyAGe& LINRLISNIe& aidlidSax GKS 02NNRgS
cosigner.

Where there arenon-borrowing spouses who sign security instruments relinquishing their rights to the
property pursuant to applicable state laws, thesen-borrowing spouses do not have to sign the mortgage
note. Signing the security instrument for such purposes does not makendineborrowing spouse a co
borrower.

Except for the obligations specifically excluded by state law, the debts aidhdorrowing spouse must be
included in the borrower's qualifying ratios if the borrower resides in a community property state or the
property to be insured is located in a community property state. Althoughrtbe-borrowing spouse's credit
history is not to be considered a reason for credit denial, a credit report that complies with the FHA
requirements must be obtained for th@on-borrowing spouse in order to determine the detib-income ratio.

The credit report must indicate the nem2 NNR g Ay 3 alLlRdzaSQa {{b &l a YI i
documentation must be provided indicating the SSN was matched with the SSA.

Community Property States include: Arizona, California, Idaho, Louisiana, Nevada, New Mexico, Texas,
Washington, and Wisconsin

Mortgagesin the name of thenon-borrowing spouse (the person named on the Note is not our borrower)
must be verified as paid as agreed. Any delingyemt the mortgage history in the most recent 12 months
must be evaluated when determining the credit worthiness of the borrower.

FHA also expects the underwriter to identify and docuntdat the subject property will be the borrower and
the non-borrowinga LJ2 dza SQ& LINAYI NB NXaARSyOSo

For more informationplease se¢-HA Policy Limiting the Number of Mortgages per Borrower
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Electronic Signatures
MiMutual can accepeSigned origination documents (application, application disclosures, etc).

All loan submissions using eSign must include a Disclosure Tracking Summary or Disclosure Tracking Deta
the Disclosure Tracking Detail indicate that disclosures were eitbiedelivered in a timely manner to ensure
compliance with federal and state regulations, or not in compliance with the eSign Act, the loan is ineligible fc
delivery to MiMutual.

Ineligible Documents for eSignature
Thefollowing documents require wet signatures:
1 Any closing documents or documents that require notarization or witnesses, including Power of
Attorney
1 SSA89

[ AGAY3 O0aAYUSNI GA@2a¢0 (UNMXzaAGA Ydzald O2atiéments.sTolb& f
eligible for financing, the borrower must be:

1 The settlor, or the person who created the trust, and

1 The beneficiary, or the person who is designated to benefit from the trust, and

1 The trustee or the person who will administer the trdst the benefit of the beneficiary, the borrower

The trust must provide reasonable means to assure that MiMutual will be notified of any changes to the trust
including transfer of beneficial interest and any changes in occupancy status of the property.

Eligible Borrowers
1 One or more borrowers with one living trusty
1 Two or more borrowers with separate living trusts,
1 Multiple borrowers with one or more holding title as an individual and one or more holding title as
a living trust

Eligible Properties
1 1-4 unit primary residences
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Required Documentation
T 1dGGd2NySeQa hLAYA2Yy [SOGGSNI FNRY (KS 02NNEgGSND

The trust was validly created and is duly existing uraggalicable law,

The trust is revocable,

The borrower is the settlor of the trust and the beneficiary of the trust

The trust assets may be used as collateral for a loan,

The trustee is:

A Duly qualified under applicable law to serve as trustee,

Is the borrowe,

Is the settlor,

Is fully authorized under the trust documents and applicable law to pledge or otherwise

encumber the trust assets

1 Complete copy of the trust documents certified by the borrower to be accu@Ra copy of the
abstract or summary for jisdictions that require a lender to review and rely on an abstract or
summary of trust documents instead of the trust agreements

O O OO0 o

> > > >

Exception for Trust Certificate Authorized States
Ly fASdz 2F GKS ' Gd2NySeé Qa h LAy Atigey€ontpéhyl TruSt\Ceriifigaton O 2
is acceptable for the following states:

Alabama Kansas New Mexico Tennessee
Arizona Maine North Carolina Texas
Arkansas Michigan Ohio Vermont
California Minnesota Oregon Virginia
District of Columbia Missouri Pennsylvania Washington
Idaho New Hampshire South Carolina Wyoming

*¢KS alYS GSN¥a IyR O2yRAGAZ2YA | LILX & a akKz2gy |

Other Title and Closing Requirements

1 The title to the property is vested in the trustee on behalf of thest (or such other customary
practices),

i Title binder may not contain any exceptions to coverage based on the mortgaged property beinc
held by the living trust,

1 The Note must be executed individually by the settlor and by the trustee on behalf of téte Tiue
Revocable Trust Rider must be used with the mortgage or Deed of Trust

f Thedr §S 2F GKS GNHzal Ydzad 6S NBFt SOGSR 2y GKS
signature (i.e. Jane Doe, Trustee of the Jane Doe Trust dated April 1, 2000)

1 The name of the living trust must appear on the security instrument, such as the mortgage, deed of
trust, or security deed

1 The name of the individual borrower must appear on the security instrument when required to
create a valid lien under state law. Themes of the owner occupant and other borrowers, if any,
must also appear on the Note with the trust

1 The name of the individual borrower is not required to appear on the property deed or title

Ineligible
1 Blind Trusts

91 Life Estates
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MiMutual may not contract with entities or persons that are suspended, debarred, or otherwise excluded
FNRY LI NIAOALI GAZ2Y Ay | !5 LINE 2N of RamicipatiorS(LD#Pt and theS E |
DSYSNIf {SNWAOS ! RYAYyAadNIXdA2y o6D{! 0 hFFAOS 27
(SAM). This review will be documented in the file and on the FHA Loan Underwriting and Transmitt
Summary (HUB2900-LT). If the name of the borroweseller (except where selling the principal residence),
listing or selling real estate agent, loan originator,rigarocessor, underwriter, appraiser, 203(k) Consultant,
closing agent, title company,PO, or contractaappears on either list, the application is not eligible.

The LDP list may be checkeddwning tohttps://www5.hud.gov/ecpcis/main/ECPCIS List.japd the SAM list
by going to https://www.sam.gov/portal/public/SAM/ or both may be checked by logging onto FHA
Connection.

1 Case numbers can only be requested for an active loan application with a valid property (cannot b
2ZNRSNBER F2NJ FAOUAGA2dza LINRPLISNIASE 2NJ LINB LISNI A ¢

1 MiMutual is now required to certify at the time of requesting a case numbait the have an active
loan application for the subject borrower and property.

T ¢KS 02NNRPgSNRa yIFYS yR a20AFt aSOdzaNAdGe& ydzyo$S
and new construction (i.e. proposed construction and existing constructianties) one year old).

Generally speaking, case numbers will remain with the property. Should a sale fail to close, the lender shot
update the borrower information if originating a new loan for subsequent purergsor transfer the case
number to a new lender (if requested). Case numbers will not be canceled to facilitate obtaining a nev
appraisal prior to its expiration.

MiMutual may request cancellation of a case number by submitting a request to HUD. A case number will k
cancelled onlyf:

1 An appraisal has not been completed and the borrower will not close the loan as an FHA loan, OR

1 The FHA mortgage insurance will & sought, OR

1 The appraisal has already expired.

MiMutual must submit a request for cancellation to the FHA Resource Centarsaters@hud.gousing the
Case Cancellation Request Form

FHA systems will automatically canesly uninsured case number where there has been no activity for 6
monthsif one of the following actions is not performed as a last action

1 Appraisal information entered;

1 Firm Commitment issued by FHA;

1 Insurance application received and subsequent updates; or

1 Notices of Return (NOR) or resubmissions.
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LastAction Takendoes notinclude updates to borrower names and/or property address appraisal update,
or a transmission of the Upfront Mortgage Insurance Premium (UEMIP)

To prevent automatic cancellation of case numbers ftriolw mortgage insurance will be sought (for closed
loans), lenders must enter appraisal information, successfully transmit the insurance application, etc.

NOTE:In situations where duplicate case numbers are issued, in order to obtain mortgage imsu
MiMutual will cancel one of the case numbers and not wait for automatic case number cancellation.

Reinstating FHA Case Numbers

Case numbers that were automatically cancelled arilly be reinstated if MiMutual provides evidence that
the subjectmortgage closed prior to cancellation of the case number, such as a Settlement Statement |
Closing Disclosure or similar legal document.

A reinstatement of a cancelled case number may be requested by submitting a request to the FH,
Resource Centeafiswers@hud.ggwsing theCase Reinstatement Requésirm.

HUD's CAIVRS is a Federal governmeaé repository of information on those individuals with delinquent or
defaulted Federal debt and on those for whom a payment of an insurance claim has occurred. The broke
must obtain a CAIVRS for all borrowers via EHAnection and document the findings on the FHA Loan
Underwriting and Transmittal Summary (HOPOOOLT). If CAIVRS indicates the borrower is presently
delinquent or has had a claim paid within the previous three years on a loan made or insured by Hidron

her behalf, the borrower is not eligible except as described below.

Exceptions to this rule may be granted under the following situations:

Assumptions

If the borrower sold the property, with or without a release of liability, to an individual sinasequently
defaulted, the borrower is eligible, provided he/she can prove the loan was not in default at the time of
the assumption.

Divorce

A borrower may be eligible if the divorce decree or legal separation agreement awarded the property anc
respansibility for payment to the former spouse. A mortgage history must be provided to evidence the
mortgage was paid as agreed prior to the divorce or legal separation. However, if a claim was paid on
mortgage in default prior to the divorce, the borrowsrnot eligible.

Bankruptcy

When the propertywas included in a bankruptcy that was caused by documentabieenuating
circumstances the borrower may be eligible if the borrower meets the bankruptcy requirements for
reestablished good credit. An eksgd period of less than two years, but not less than 12 months may be
acceptable.
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Ratios are used to determine whether the borrower can reasonably be expected to meet the expense
involved in home ownership, and otherwise provide for the family. Two ratios must be computed:

Mortgage Payment Expense to Effective Income (the Housing Ratio)

If the total mortgage payment (principal and interest, escrow deposits for real estate,tdnezard
AyadaN>y yOSs (GKS VY2NI3IIFI3IS AyadaNF yOS LINSYAdzys K2
assessments, and payments for any acceptable secondary financing) on a manually underwritten mortga
does not exceed 31% of the gross effective incothe relationship of the mortgage payment to income is
considered acceptable. Manually underwritten loans exceeding 31% may be acceptable if compensatir
factors (see below) are documented within the loan file. Typically, for borrowers with limited negurr
expenses, greater latitude is permissible on this ratio than on the total fixed payment ratio (DT]I).

Total Fixed Payment to Effective Income (the Debt Ratio)

If the total of the mortgage payment and all recurring charges does not exceed 43% grosdeeffective
income, the relationship of total obligations to income is considered acceptable. A ratio exceeding 43¢
may be acceptable if compensating factors (see below) are documented within the loan file.

FHA will onlypermit a borrower to have ownership interest inone (1) FHAnsured mortgage.There are
certain situations in which FHA will allow a borrower to obtain an additional mortgage withinsdied
financing. Considerations in detnining the eligibility of a borrower for one of the exceptions below include:
1 The length of time the borrower has owned their current residence; and
1 The circumstances that compel the borrower to purchase another residence with annsttAd
mortgage.

In all cases other thatihe exceptiondisted below, the borrower is not eligible to acquire another FRgured
mortgage until he/she has either:

1 Paid off the FHAnsured mortgage on the current residence, or

1 Sold the currat residence

Mortgagesin the name of thenon-borrowing spouse (the person named on the Note is not our borrower)
must be verified as paid as agreed. Any delinquency on the mortgage history in the most recent 12 montt
must be evaluated when determinirthe credit worthiness of the borrower.

FHA also expects the undeniter to identify and document thathe subject property will be the borrower and
the non-borrowingd LJ2 dza SQa LINA Yl NE NXAARSYOSo®
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Exceptions

Relocation
A borrower may be eligible to obtain another FHA mortgage without being required to sell an existing
property with an FHAnsured mortgage if the borrower:is
1 Relocating or has relocated for an employmeealated reasonand
1 Establishing or ds established a new principal residence in an area more than 100 miles from
0KS 02NNRPgSNRA OdZNNByYy(d LINAYOALIf NBAARSYOS«

If the borrower moves back to the original area, the borrower is not required to live in the original
house, and may obtain a new Fi&ured mortgage on a new principal residence, provided the
relocation meets the two requirements above.

Increase in Family Size
A borrower may be eligible to obtain another FHA mortgage without being required to sell an existing
property with an FHAnsured mortgage if the number ¢égal dependents increases to the point that
GKSANI LINSaSyid K2dzaS y2 f2y3ISNI YSSia G4KS Tl YA
evidence:
Th¥ GKS AYyONBIAaAS Ay RSLISYRSy(a thefamilinkeds, ahdzNINS
1 The LTV ratio based on the outstanding mortgage balance and a current appraisal equals 75%
less. If it does not, the borrower must pay down the balance to 75% LTV or less.

Vacating a JointlyOwned Property

A borrower may be eligle for another FHA mortgage if he/she is vaca{wih no intent to return)a
residence that will remain occupied by a-borrower such as in the case of a divorce situation (the
final Divorce Decree must be provided)

Non-Occupying C@orrower

A borrower may be qualified for an FHAsured mortgage on his/her own principal residence even if
he/she is a noroccupying cadd 2 NNR 6 SNJ A GK | FlLYAft& YSY0OSN 2
residence (documentation the borrower is a N@tcupant CdBorrower is requed).
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These are agreements that are similar to renting a solar panel system. Under these arrangements, the sol
leasing company owns and maintains the solar panel system.

These differ from PACE/Hero loans as they are not collected as special assessnthetsalzng authority.
Instead, the borrower pays the leasing company directly and generally places a lien (UCC filing) on title.

Common terms included in Solar Leases & PPAs
Termlength: Residential solar leases are usually for 20 to 25 years.

Performance &MVaintenance: The leasing company will monitor the system's performance to ensure that it is operating correctly fq
duration of the lease. They are also responsible for maintaining and repairing it, although solar panels requicerdtlmaintenance over
their lifetime.

Buying theS/stem: The solar panel system can be bought at any time during thes leas, at the price defined in theontract or its fair
market value, whichever is higher.

Selling theHome: If the propertyis beng sold the remainder of theleasecan be transferredo the homebuyeyor the systencan be bought
from the leasing companiy the sellerand includel in the sale othe property.

At the End of the Term: Whenthe agreement ends, the systecean either be boughbutright, the leasing companganremove it, or the
systemcan be leftin placeandthe agreementenewedwith the owner.

When a property has an existing Solar Lease or PPA that is not being paid off, the followingwegtamaust
be metin addition to the standard agency requirements:

1 The solar panels may not be included in the appraised value of theepty, however the appraiser

must comment regarding the existence.

1 The property must maintain access tocanventionalsource ofelectric power thatmeets market
standards.
The monthly lease paymerg not required tdbe included in the debto-income (DTI) raticalculation.
All liens must be subordinated to the new mortgage. In lieu of subordination, the lien may be
terminated and rerecorded after the new mortgage has been recorded to ensure MMI has first lien
LR2aAGAZ2Y D 5STFSN) (2 GKS GAGES O2YLlye |a (02 K3

)l
)l

The complete Power Purchase Agreement must be reviewed in ALL circumstances. The agreement must no
contain any requirements for credit qualifying upon transfat must be transferrable without regard to the

credit of the transferee. Additional guidamcegarding these transactions is available within 40€0.1and

should be reviewed in detail to ensure all requirements are met.
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Credit/Income QualifyingStreamline Refinance

Streamline refinances may be used when the proceeds of the mortgage are used to extinguish an existing F}
insuredfirst mortgage lien. MiMutual must manually underwrite all streamline refinance transactions.

The maximumbase loan amount is:
1 The lesser of:
o The outstanding principal balance of the existing mortgage as of the mpribr to mortgage
disbursement; plus
A Interest due on the existing mortgage; and
A MIP due on existing mortgage; or
o The original principal balance of the existing mortgage (including financed UFMIP);
1 Less any refund of UFMIP (if financed in origmaitgage)

Streamline refinances are not subject to County Loan Limits; howevetothldloan amount for the new FHA
insured mortgage must never exceed the original principal balance of the existinqn&i#éd mortgagef the
new total loan amount exceds the County Loan Limit High Limit Area Loandoan amounts exceeding
$424,10Q are permitted.

1 For case numbers assigned on/after January 18201 maximum loan amount is $3,100

NOTE: The appraised value reflected on the Refinance Authorizattween must be used to determir
LTVICLTV as well as the remaining monthly MIP ,tarmd to ensurethe monthly payment streans being
calculatedaccurately.

If the borroweris refinancing their current FHissured mortgage to another FHAsured mortgage within 3
years, a refund credit is applied to reduce the amount of the UFMIP paid on the refinanced mortgage.

A Refinance Authorization must be obtained from FHAConneoioal FHAo-FHA refinances.

Refund Selection

On FHA to FHA refinances (including streamlines), the MIP Refund fromRetfreanceAuthorization
screenwill be selected based on the month disbursement not closing For example, if a loan closes in
June but does not disburse until July, théyMIP Refund will be credited back to the borrower at closing.

Refund Amount Calculation

On any refinance where the MIP refund exceeds the Upfront MIP required on the new loan, the overag
will be refunded diectly to the borrower from HUDThe lesser of the MIP refund or the new upfront MIP
should be subtracted from the unpaid principal balance before calculating the new mortgage arSeent.
our FHA Streamline Maximum Mortgage Workshieeated on our website.

NOTEThe UFMIP credit must be applied on all FHA to FHA refinances (not just streamlines).
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Streamline refinances may be used for principal residences,-&fipioved secondary residences, or non
owner occupied properties.

Primary Residence
aAladzidzh £ YdzaG NBOASE (GKS 02 NNEGSNIDADIS 6 evidendeYaty (
the borrower currently occupies the property as their principegidence.

Second Home
MiMutual must obtain evidence that the secondary residence has been apprbyetthe Jurisdictional
HOC.

Investment Property
MiMutual must process the streamline refinance as a rmmner occupied propertyf evidence that the
borrower occupies the property either as a principakecondary residence cannot be obtained.

NOTE:Non-owner occupied properties and Hdpproved secondary residegs are only eligible fg
streamline refinancing into fixed rate mortgages.

Seasoning

On the date of the FHA Case Number Assignment:

1 Evidence must be provided that the laskconsecutive monthlypayments(at a minimum)on the FHA
insured mortgage being refinanced have been made, beginning with the payment on the first payment
due date

1 At least six full months must have passed since the first payment due date of the refinanced mortgage
with the first paymeat due date of the new refinance loan occurring no earlier than 210 days after the
first payment due date of the loan being refinancedd

1 If the borrower assumed the mortgage that is being refinanced, they must have made six payment:
since the time of asumption

If any of the above criteria are not met, the loan is not eligible for a streamline refinance (may be
underwritten as a standard rate/term loan).

Qualification Requiements
All streamlines will be credit/income qualifiednd must meet altequirements of Manual Underwriting
per the 4000.1, except for any requirements for appraisals or LTV calculations.

Funds todose
Borrowers are required to provide evidence of sufficienhds to close. This can be documented with
SAUGKSNI I £th5 2NJ I O2YLX SGS O2L® 2F 02NNR4SNRa Y
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TOTALScorecard DU

TOTAL Scorecard/DUhaild not be used on a Streamline Refinanceansaction, as the results are
considered invalid.FHA Streamline refinancedns that have been run through TOTAL Scorecard/DU will
not be considered ineligible, however they will be underwritten according to manual guidelinethand
DU findings will at be reviewed.

Additional Underwriting and Eligibility Criteria

1 The mortgage being refinanced must be current for the month due. For example, if the borrower is
closing in April, the March payment must have been made within the month of March, andptile
payment must be made by closing. The borrower has the option to make the April payment at the
beginning of the month, or may include the April payment in the payoff amount at closing (as long as
the loan disburses in April also).

1 For all mortgages on all properties with less than six months of mortgage payment history, the
borrower must haveanadeall payments within the month due. For all mortgages on all properties with
greater than six months of mortgage payment history, therbarer must have made all mortgage
payments within the month due for the six months prior to case number assignment and have no more
than one 30day late payment for the previous six monthsThe borrower must have made the
payments for all mortgages secuardy the subject property within the month due for the month prior
to disbursement.

1 Existing gbordinate liens, including credit lines, regardless of when taken, may remain outstanding,
but subordinate to the FHAsured mortgage, wittho maximum combinedoanto-value (CLTV) ratio.

The CLTV is based on the original appraised value of the property (see refinance netting authorization
If the subordinating second lien is a HELOC, the maximum accessible credit line must be subordinat:
and used to calculatthe CLTV.
o New subordinate financing is permitted only where the proceeds of the subordinate financing are
used to:
A Reduce the principal amount of the existing Fidgured mortgage, or
A finance the origination fees, other closing costs, or discount poassociated with the
refinance.

1 The mortgage being streamlined must be FHHgured as evidenced by an FHA Connection Case Query

on the current mortgage.

FHA Secure ot eligible for a streamline refinance (must be done as a standard rate/term refinance).

1 The borrower(s) cannot have more than four properties financed including the subject property.

E]

Does not apply to streamlines without appraisals. If approval of a condominium project has been withdrawn
FHA will insure onlgtreamlines without appraisals for that project.
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A Net Tangible Benefit is a reduced Combined Rate, a reduced term, and/or a change from an ARM to a fix
rate mortgage that results ia financial benefit to the borrower.

Combined Rate refers to the interest rate on the mortgage plus the Mortgage Insurance Premium rate.

It must be determined that there is a Net Tangible Benefit to the borrower meeting the standards in the chart
belowfor all Streamline Refinance Transactions.

Net Tangible Benefit Guidance

To Fixed Rate One Year ARM Hybrid ARM
From New Combined Rate New Combined Rate New Combined Rate
At least 0.5 percentage| At least 2percentage At least 2 percentage
Fixed Rate points below the prior points below the prior points below the prior

Combined Rate

combined rate

combined rate

Any ARM with Less Tha
15 Months to Next
Payment Change Date

No more than 2
percentage points above
the prior Combined Rate

At least 1 percentage
point below the prior
Combined Rate

At least 1 percentage
point below the prior
Combined Rate

Any ARM with Greater
Than or Equal To 1
Months to Next Payment
Change Date

No more than 2
percentage points above

the prior Combined Rate

At least 2 percentage
points below the prior
Combined Rate

At least 1 percentage
point below the prior
Combined Rate

Reduction in Term

The Net Tangible Benefit Test is met if:
1 Theremaining amortization period of the existing mortgageeduced,;
1 The new interest rate does neixceed the current interest rate; and

1 The combined principal, interest, and MIP payment of the new mortgage does not exceed the

combined principal, interest, and MIP of the refinanced mortgage by more than $50

The maximum term is limited tthe lesser of
1 The remaining term of the existing mortgage plus 12 years, or

1 30years
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FHA 4000.1 Underwriting GuidelinesCredit/Income Qualifying Streamline

At closing, the borrower may not receive cash back in excess of $500.

/' FakK oFO1 G2 GKS 02NNRBgSNI NBadzZ GAy3a FTNRY lpkedouNS T
mortgage must not be considered in the $500 cash limit, whether received at or subsequent to mortgage
disbursement.

Individuals may be added to title/mortgage on a streamline refinance and must credit quAtifg minimum,
one borrower that was obligated under the Note being streamlined must be a borrower on the new loan.

All remaining borrowers must credit/income qualify.

1 All work must be complete, there must be a fully executed Certificate of Completion, and the
rehabilitation escrow account must have been closed with a fieddase (as evidenced by a case
guery/case status from FHA Connection or Neighborhood Watch).

1 The Upfront MIP and monthly (annual) MIP will be applied to the new loan.

NOTE:This is also applicable to Condominiums

MiMutual will allow ratios up to 31%/43% (per manual underwriting guidelines), which may be exceeded with
compensating factors.

A CAIVR8&uthorizationis not requiredon an FHA Streamline Refinance transaction
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FHA 4000.1 Underwriting GuidelinesCredit/Income Qualifying Streamline

All Streamlines are credit/income qualified. The below documentataunst be provided at time of
submission to underwriting (se€eubmissiorsheetfound onMiMutualQ &ebsite)

Application Documents
1 FHA Loan Underwriting Transmittal Summary (HUD 92900
1 Uniform Residential Loan Applicati@dRLA), fully completed.
1 FHA Addendum to URLA (HUD 92800

Credit Documents

1 Mortgage Onlycredit report for all borrowers. Borrower(s) must have a minimum middle credit
score of580.

1 Mortgage payment history (if not provided on credit report)

1 Mortgagepayoff statement reflecting the mortgage is currentMiMutual must have this in order
to calculate the new mortgage amourg loans cannot be underwritten without the payoff
statement

1 Copy of the original Note for the current mortgage to verify the p& ment (needed to determine
Net Tangible Benefit (per guidance effective with Case Numbers assigned April 15, 2011 and aftel
the borrower(s), and the terms/conditions of the mortgage being paid off. If the current Note
cannot be provided, similar docientation with the same information must be provided, such as a
mortgage statement.

1 Evidence of social security number for all borrowers.

Income Documents
Manual underwriting guidelinegapply. A fully executed 4506T is always required to obtain the most
recent 2 years W2s and 1040s.

Assets
Sufficient funds to closein excess of the total mortgage payment of the new mortgageist be
documentedin accordancevith Source of Funds

FHA Documents
1 EvidenceLDPSAMIists were checked to verifgll parties associated with the transaction are not

listed.

Evidence of previous FHA Case Numbeguired to order the new Case Number Assignment)

For TP®that do not have their DE ApprovBliMutual will obtain:

o FHA Case Number AssignmeriliMutual must have an active loan for the current borrower,
with a valid property address (can no longer requ&ase Number Assignments on TBD
properties)

o0 Refinance Authorization.

1
1

NOTE:The appraised alue reflected on the Refinanc&uthorization screenmust be used to
determine LTV/CLTV. This will also ensia¢ the monthly payment streans being calculated
accurately.
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FHA 4000.1 Underwriting GuidelinesNjon-Credit/Income Qualifying Streamlines
Non-Credit/Income QualifyingStreamline Refinance

Streamline refinancemay be used when the proceeds of the mortgage are used to extinguish an existing FHA
insured first mortgage lien. MiMutual must manually underwrite all streamline refinance transactimms.
Credit/Income Qualifying Streamlines are only permitted imetance with the requirements described in this
chapter. If the loan does not meet the criteria for either type of streamline refinance, pleabe d&eCash

Out Refinanceshapter for details.

A borrower is eligible for a streamline refinance without credit/income qualification if all borrowers on the
existing mortgage remain as borrowers on the new mortgage. Mortgages that have been assumed are eligik
provided the previous borrower was releas&om liability.

Exception
A borrower on the mortgage to be paid may be removed from title and mortgage on a new loan in cases
divorce, legal separation, or death when:
1 The divorce decree or legal separation agreement awarded the propertyresybnsibility for
payment to the remaining borrower, if applicable; and
1 The remaining borrower can demonstrate that they have made the mortgage payments for a
minimum of six months prior to case number assignment

NOTE: At least one borrower from thexesting mortgage must remain as a borrower on the n
mortgage

1 When a change in the mortgage term will result in an increase in the mortgage payment of more thar
20%(for example, when refinancing from an ARM tboxed rate)
1 When deletion of a borrower(s) will trigger the dwe-sale clause (instances not caused by divorce or
devise/decent).
1 Following the assumption of a mortgage that
0 Occurred less than 6 months previousind
o Does not contain restrictions (i.e. the dueon-sale clause) limiting assumption only to a
creditworthy borrower,or
1 Following the assumption of a mortgage that
0 Occurred less than six months previouslyd
o Did not trigger the transferability restriction (that is, duen-sale clause), such as in a property
transfer resulting from a divorce decree or by devise or descent
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FHA 4000.1 Underwriting GuidelinesNjon-Credit/Income Qualifying Streamlines

The maximumFHA insurable mortgage is the outstanding principal balance minus the applicable refund of the
UFMIP plus the new UFMItreamline refinances are not subject to County Loan Limits; howevetotalke
loan amount for the new FHiksured mortgage must nev exceed the original principal balance of the
existing FHAnsured mortgagef the new total loan amount exceeds the County Loan Limiigh Limit Area
Loans(loan amounts exceedingd®4,10Q are permitted.

1 For caseaumbers assigned on/after January 1, 80the maximum loan amount is $3,100

Take the amount of the outstanding principal balance on the existingiR$t#ed first lien and then subtract
any refund of the UFMIP and add the new UFMIP. Closing costsaigtexpensesand discount points, if any,
may notbe included in the new mortgage. If the borrower has agreed to pay closing cos{saigrexpenses
and discount points, the assets to pay these costs must be verified.

The amount of the outstanding principal balance may include the intezleatged by the servicing lender and
up to two months of prorated MIFput may not include delinquent interest, fax fees, late charges or escrow
shortages.

NOTE: The appraised vatireflected on the Refinance Authorizatisoreen must be used to determir
LTV/CLTV as well as the remaining monthly MIP ,tarmd to ensurethe monthly payment strearns being
calculated accurately

If the borrower is refinancingheir current FHAnsured mortgage to another FHAsured mortgage within 3
years, a refund credit is applied to reduce the amount of the UFMIP paid on the refinanced mortgage.

A Refinance Authorization must be obtained from FHAConnection on alld-AXA refinances.

Refund Selection

On FHA to FHA refinances (including streamlines), the MIP Refund fromRettreanceAuthorization
screenwill be selected based on the month disbursement not closing For example, if a loan closes in
June but does natlisburse until July, the BuMIP Refund will be credited back to the borrower at closing.

Refund Amount Calculation

On any refinance where the MIP refund exceeds the Upfront MIP required on the new loan, the overags
will be refunded directly to the bormwer from HUD The lesser of the MIP refund or the new upfront MIP
should be subtracted from the unpaid principal balance before calculating the new mortgage arSeent.
our FEHA Streamline Maximum Mortgage Workshieeated on our website.

NOTEThe UFMIP credit must be applied on all FHA to FHA refinances (not just streamlines).

A middle score 0580 is required fomll borrowers
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FHA 4000.1 Underwriting GuidelinesNjon-Credit/Income Qualifying Streamlines

Streamline refinances may be used for principal residences,-&fipibved secondary residences, or Ron
owner occupied properties.

Primary Residence
MiMutual mustNBE @A Sg GKS 02NNBgSNRAE SYLIX 28YSyid R20dzYSy
the borrower currently occupies the property as their principal residence.

Second Home
MiMutual must obtain evidence that the secondary residence has been approvetiebyurisdictional
HOC.

Investment Property
MiMutual must process the streamline refinance as a +o@mer occupied property if evidence that the
borrower occupies the property either as a principal or secondary residence cannot be obtained.

NOTE:Nonowner occupied properties and Htipproved secondary residences are only eligible
streamline refinancing into fixed rate mortgages.

Seasoning

On the date of the FHA Case Number Assignment:

1 Evidence must bprovided that the lassixconsecutive monthlypayments(at a minimum)on the FHA
insured mortgage being refinanced have been made, beginning with the payment on the first payment
due date

1 At least six full months must have passed since the first paymesatdate of the refinanced mortgage,
with the first payment due date of the new refinance loan occurring no earlier than 210 days after the
first payment due date of the loan being refinancedd

1 If the borrower assumed the mortgage that is being refinahcthey must have made six payments
since the time of assumption

If any of the above criteria are not met, the loan is not eligible for a streamline refinance (may be
underwritten as a standard rate/term loan).

Funds to Close
Borrowers are required to wvide evidence of sufficient funds to clos&his can be documented with
SAGKSNI I £h5 2NJ I O2YLX SGS O2Lk 2F 02NNRBgSNRa Y
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FHA 4000.1 Underwriting GuidelinesNjon-Credit/Income Qualifying Streamlines

TOTAL ScorecardDU

TOTAL Scorecard/DUhaild not be used on a Streamline Refinance transaction, as the results are
considered invalid.FHA Streamline refinance loans that have been run through TOTAL Scorecard/DU wi
not be considered ineligible, however they will be underwritten according to manual guidedindthe

DU findings will not be reviewed. FollddiMutual Streamline guidelines for documentation and approval
requirements.

Additional Underwriting and Eligibility Criteria

1 The mortgage being refinanced must be current for the month due. For exarhpke borrower is
closing in April, the March payment must have been made within the month of March, and the April
payment must be made by closing. The borrower has the option to make the April payment at the
beginning of the month, or may include theg#l payment in the payoff amount at closing (as long as
the loan disburses in April also).

1 The borrower must have made all mortgage payments for all mortgages on the subject property within
the month due for the six months prior to case number assignmand have no more than one 30
day late payment for the previous six months for all mortgages on the subject profeeyborrower
must have made the payments for all mortgages secured by the subject property within the month due
for the month prior to motgagedisbursement

1 Existing gbordinate liens, including credit lines, regardless of when taken, may remain outstanding,
but subordinate to the FH#sured mortgage, wittho maximum combined loato-value (CLTV) ratio.
The CLTV is based on the origingpeaised value of the property (see refinance netting authorization).
If the subordinating second lien is a HELOC, the maximum accessible credit line must be subordinat
and used to calculate the CLTV.
o New subordinate financing is permitted only whereetproceeds of the subordinate financing are

used to:
A Reduce the principal amount of the existing Fidéured mortgage, or
A Financethe origination fees, other closing costs, or discount points associated with the
refinance.

1 The mortgage being streamlinedust be FHAnsured as evidenced by an FHA Connection Case Query
on the current mortgage.

1 FHA Secure to Streamline is not eligible for a streamline refinance (must be done as a standal
rate/term refinance).

1 Primary residences only

Does not apply to streamlines without appraisals. If approval of a condominium project has been withdrawn
FHA will insure only streamlines without appraisals for that project.
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FHA 4000.1 Underwriting GuidelinesNjon-Credit/Income Qualifying Streamlines

A Net Tangible Benefit is a reduced Combined Rate, a reduced term, and/or a change from an ARM to a fix
rate mortgage that results in a financial benefit to the borrower.

Combined Rate refers to the interest rate on the mortgage plus the Mortgagedmse Premium rate.

It must be determined that there is a Net Tangible Benefit to the borrower meeting the standards in the chart
below for all Streamline Refinance Transactions.

Net Tangible Benefit Guidance

To
From

Fixed Rate
New Combined Rate

OneYear ARM
New Combined Rate

Hybrid ARM
New Combined Rate

Fixed Rate

At least 0.5 percentage
points below the prior
Combined Rate

At least 2 percentage
points below the prior
combined rate

At least 2 percentage
points below the prior
combined rate

Any ARMwith Less Tharn
15 Months to Next
Payment Change Date

No more than 2
percentage points above
the prior Combined Rate

At least 1 percentage
point below the prior
Combined Rate

At least 1 percentage
point below the prior
Combined Rate

Any ARM with Greater
Than or Equal To 1%
Months to Next Payment
Change Date

No more than 2
percentage points above
the prior Combined Rate

At least 2 percentage
points below the prior
Combined Rate

At least 1 percentage
point below the prior
Combined Rate

Reduction in Term

TheNet Tangible Benefit Test is met if:
1 Theremaining amortization period of the existing mortgageeduced,;
1 The new interest rate does not exceed the current interest rate; and

1 The combined principal, interest, and MIP payment of the new mortgage doesexaeed the

combined principal, interest, and MIP of the refinanced mortgage by more than $50

The maximum term is limited tthe lesser of
1 The remaining term of the existing mortgage plus 12 years, or

1 30years

Gb2 162aANBTFAYI yOSa
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At closing, the borrower may not receive cash back in excess of $500.
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FHA 4000.1 Underwriting GuidelinesNjon-Credit/Income Qualifying Streamlines

Individuals may be added to title/mortgage on a streamline refinanithout a creditworthiness review At a
minimum, one borrower that was obligated under the Note beingamlined must be a borrower on the new
loan.

SeeBorrower Eligibilityguidancefor when borrowers can be removed on a noredit/income qualifying
streamline.

1 All work must be complete, there must be a fully executed Certificate of Completion, and the
rehabilitation escrow account mushave been closed with a final release (as evidenced by a case
guery/case status from FHA Connection or Neighborhood Watch).

1 The Upfront MIP and monthly (annual) MIP will be applied to the new loan.

NOTE:This is also applicable to Condominiums

A CAIVR8&uthorizationis not requiredon an FHA Streamline Refinance transaction

The below documentatiomust be providedat time of submission to underwriting

Application Documents

1 FHA Loan Underwriting Transmit@mmary (HUD 92960T).

1 FHA Addendum to URLA (HUD 92800

1 URLAc an abbreviated loan application may be used on-eoedit qualifying streamline refinances
only. The following sections of the 1003 are not to be completed: (Monthly Income and
CombinedHousing Expense InformatipriVl Assets and Liabilitigsand VIl(K)Declarations¥ ) d2
an abbreviated URLA, provided all other required information is captured.

1 FHA Case Number Assignment reflecting loan as a Streamline and Netting Authorization

NOTE:The appraised alue reflected on the Refinancguthorization screenmust be used to
determine LTV/CLTV. This will also enshat the monthly payment streans being calculated
accurately.
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Credit Documents

1 MortgageOnly credit reportrom all 3 repositories

o0 The borrower must have made all mortgage payments for all mortgages on the subject property
within the month due for the twelve months prior to case number assignment. The borrower
must have made the payments for all mortgages secured by the subject property within the
month due for the month prior to mortgage disbursement.

1 Acceptable Verification of Employment within 10 days of closing. For wage earners, a VVOE
acceptable. Foredf-employed borrowers, a copy of a current business license, CPA letter, etc will be
required.

1 Mortgage payoff statement reflecting the mortgage is currenMiMutual must have this in order
to calculate the new mortgage amourg loans cannot be underwriten without the payoff
statement

1 Copy of the original Note for the current mortgage to verify the P&l payment (needed to determine
Net Tangible Benelitthe borrower(s)andthe terms/conditions of the mortgage being paid off. If
the current Note cannobe provided, similar documentation with the same information must be
provided, such as a mortgage statement.

1 Evidence of social security number for all borrowers.

NOTEThese loangvill not require a 4506T to be processed.

Assets
Sufficient funds toclose in excess of the total mortgage payment of the new mortgagest be
documentedin accordancevith Source of Funds

FHA Documents
1 EvidenceLDRPSAMIists werechecked to verify all parties associated with the transaction are not

listed.

Evidence of previous FHA Case Number (required to order the new Case Number Assignment)

For TPOs that do not kia their DE ApprovaMiMutual will obtain:

o FHA Case Number AssignmerliMutual must have an active loan for the current borrower,
with a valid property address (can no longer request Case Number Assignments on TBI
properties)

o Refinance Authorization.

1
1

NOTE:The appraised alue reflected on the Refinano&uthorization screenmust be used to
determine LTV/CLTV. This will also ensha¢ the monthly payment streans being calculated
accurately.
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FHA 4000.1 Underwriting GuidelinesNjon-Credit/Income Qualifying Streamlines

A subordinate lien, including a Home Equity Line of Credit (HELOC), regardless of when taken, may rem
outstanding, but the entire lien must be subordinated at refinance. If subordinate financing remains in place:
1 There is no maxlaOV (unlimited)
1 The CLTV is based on the original appraised value of the property, and

1 Maximum CLTV is calculated by taking the original FHA base loan amount (the original FHA princig

balance excluding financed UFMIP), adding all other financed lighewstanding, and dividing by
the appraised value.

NOTE:The maximum accessible credit limit of the existing subordinate lien must be used to calculate
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Good Neighbor Next Door (GNND)

| 1 504 D22R bSAAKOo2NI bSE(G 522N AYAGAFGADBS 61 a RS
providing lawenforcement officers, firefighters, emergency medical technicians, and teachers an opportunity
to purchase homes in these communities. HUD offers a substantial incentive in the form of a discount of 50!
from the list price of the homeSeethe HUD REO Chapttar further details regarding the GNND program.

Law Enforcement

The borrower may participate in the Good Neighbor Next Door program as a law enforcement officer i
they are employed filrtime by a law enforcement agency of the federal government, a state, or a unit of
general local government; and, in carrying out suchtfale employment, they are sworn to uphold, and
make arrests for violations of, federal, state, county, townshrpgnanicipal laws.

Teacher

The borrower may participate in the Good Neighbor Next Door program as a Teacher if they are employe
as a fulltime teacher by a stataccredited public school or private school that provides direct services to
students in grade prekindergarten through 12. In addition, the public or private school where they are
employed as a teacher must serve students from the area where the home the borrower is purchasing i
located in the normal course of business.

Firefighter/Emergency Mdical Technician

The borrower may participate in the Good Neighbor Next Door program as a Firefighter/Emergency
Medical Technician if they are employed fiuthe as a firefighter or emergency medical technician by a fire
department or emergency medical s&ces responder unit of the federal government, a state, or unit of
general local government serving the area where the home is located.

Eligible singldamily homes (including townhouses and condos) locatedewitalization areasare listed
exclusively for sale through the GNND Sales Program. Properties are available for purchase through t
program for seven days. Multinit properties ae not offered through this program.

| '5 gAftf y24 LINRPOARS lyeé {AYR 2F gFNNIylhe 2y GKS:
Listings for each state can be checkesle. The borrower Isould follow the instructions to submit their
interest in purchasing a specific home. If more than one person submits on a single home, a selection will |
made by random lottery. Borrowers must meet the requirements for a law enforcement officer, teache
firefighter, or emergency medical technician.
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FHA 4000.1 Underwriting GuidelinesGood Neighbor Next Door

Bid Submission Requirements

1 An Earnest Money Deposit is required in an amount equal to one percent of the list price, but no
less than $500 and no more than $2,000. HUD considers all offers to be a commitment to purchas
a home if the borrower is awarded the sale.
o If an offer is acepted, the EMD will be credited to the borrower at closing
o If an offer is rejected, the EMD will be returned to the borrower
o EMDs are subject to total forfeiture for failure of the participant to close a sale

1 The purchase price of a GNND property is megotiable. The borrower must offer the exact HUD
list price when bidding on any GNND property. If they are awarded the sale, they will receive a 509
discount off of that list price.

A discount of 50% off of the list price thfe subject property is offered to borrowers who meet the above
Borrower Requirements and win the lottery for the home. For example, if HUD lists a home at $100,000,
can be purchased for $50,000 provided the borrower occupies the home as their perssitince for the
required occupancy period. If the borrower qualifies for any Hhk$lired mortgage programs, the required
downpayment is only $100.00 and the closing costs may be financed.

The borrower must live in the home as their sole desice for a full 36 months. The purpose of the program

is to strengthen communities by encouraging employed, professional law enforcement officers, teachers, an
firefighters/emergency medical technicians to live in the community. The borrower will 3@yv80, or 180
RFea (G2 Y20S Ayild2 (GKS K2YSI RSLISYRAY3I 2y 1! 504 R
of repairs that may be required (if any).

The 30", 90", or 180" day is the start date for the occupancy period. The borrovgereieased from all
obligations under this program at the end of theBénonth following the start date. HUD views the
occupancy obligation seriously, and vigorously pursues violators to the fullest extent of the law.

After the borrower lives in the GNNbme for the required 36 months, they can sell the home and keep any
equity and/or appreciation.

Enforcement

The borrower must certify that he or she is living in the GNND home as a sole residence at the time ¢
purchase, and each year thereafter. HO&nh conduct spot checks to make sure the GNND home is the

02NNRGSNNaE az2ftS NBaAREWPSiod: G ye GAYS RdAdNAYy3I (K

If the borrower fails to honor the -$ear occupancy requirement, HUD can demand repayment of the
discounted amount on a prorated basj 1/36™ of the discount received for each month that the borrower
did not occupy the home. Additionally, in cases of fraud or abuse, HUD may pursue criminal prosecution.
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HUD reqgires the borrower to sign a Second Mortgage and Note on the discounted amount ($50,000 on ¢
PmManInnn LINRPLISNIG&O @ b2 AYGSNBad 2N LI eyYSyida I NX
borrower lives in the home for the entire 36 month occupgameriod. They may be required to pay a peda
portion of the discount to HUD should they fail to fulfill the three year occupancy requirement.

The Note and Mortgage for the silent second (mandatory under the GNND program) are not to be included i
the upfront and annual Mortgage Insurance Premium (MIP) associated with the purchase of a GNND propert
The upfront and annual MIP should be based on the average outstanding principal obligation of the firs
mortgage.

203(k) financing can be used to purchase and rehab these homes
Being a first time homebuyer isot required to take advantage of this program. However, the
borrower may not own any other residential real property at the time they submit an offer to purchase
a home, and for one year previous to that date. For example, if an offer to purchase is submitted or
August 1, 2014, the borrower may not have owned a home during the period from July 31, 2013.
1 FHA financing is not required. The borrower may choose ¢oM or Conventional financing, or cash,

to purchase a GNND home
1 Areal estate agent/brokemust be usedo purchase a GNND home

= =4
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HUD REO Properties

HUD Real Estate Owned (REQO) Property refers to atomeur-unit residential property acquired by HUD as a
result of a foreclosure or other means of acquisition on an-tdAred mortgage, whereby th8ecretary of

HUD becomes the property owner and offers it for sale to recover the mortgage insurance claim that HUI
paid to the mortgagee.

Through the Property Disposition Insured Sales Program, HUD offers its Real Estate Owned (REO) propet
for salewith FHAInsured financing available. Properties must meet the intent of the FHA's Minimum Property
Standards (MPS) for existing properties to be eligible for this program.

Section 203(b)
The HUDREO propertyS S a | ! 5Q& aAyAYdzY t NP LISNE énditid jitkzhdNS Y
repairs, alterations, or inspections required.

Section 203(b) with Repair Escrow

¢CKS 1!'5 w9h LINRBLISNI& R2S a-is yoaditionYodtSfirepairy ob sbamortnanw A
PpXnnn NB O2YLX SGSRY GKS 1!'5 w9h LINRBLISNI& g2 dd
the repairs necessary to meet MPR after closing is required.

Section 203(k)
The HUD REO property does not qualify for Section 203(b) or Section 203(lrepair Escrow, and is
eligible for FHAnsured financing only under Section 203(k).

Good Neighbor Next Door

The Good Neighbor Next Door (GNND) sales incentive permits an -@eoepant borrower who is a full
time law enforcement officer, teacher, firefighter, or emergency medical technician who meets HUD
requirements to purchase a specifically designated HUD PiePerty located in a HUdesignated
revitalization area with FH#sured financing at a 50% discount from the purchase price. When using
FHAinsured financing, the borrower may purchase the HUD REO property with a minimum downpaymen
of $100. In additin, the borrower may include in the mortgage amount customary and reasonable closing
costs. GNND purchases may be processed as Section 203(b), 203(b) with Repair Escrow, or Section 20
Seethe Good Neighbor NexDoorchapter for further details.
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$100 Down

The FHA $100ownHUD RO program is a purchaseoney loanoffered in limited geographic areas to
purchasers of HUD REOs. Buyers are only required to ank@0 down payment and may be eligible for
sales incentives provided by HUB100 Downpurchases may be processed as Section 203(b), 203(b) with
Repair Escrow, or Section 203(k).

NOTE:The $10Mowrpaymentincentive is not available unless it isthe executed sales contract.

Maximum Loan Amount

Section 203(b)
The maximum mortgage amount must be calculated in accordance with the requirements of
Calculating MaximurMortgage Amountusing theL TV ratio of 96.5%.

Section 203(b) With Repair Escrow

The mortgage amount must be initially calculated in accordance with the requirements of Section
203(b) above. MiMutual must add to the amount resulting from that calculatieamount of an
escrow account for the completion of repairs after closing.

The maximum escrow amount must be based on the sum of the repairs required to meet the intent of
| ' 504 atwX LXdza | wmm:r O2yiAy3aSyoOe o ontihdgesey, inagsti | f
not exceed $1,00Q0 SeeRepair Escrowhapter forfurther details.

Good Neighbor Next Door

Discounted Purchase Price

MiMutual must calculate the discounted purchase price and use that amount ggsuftdase price
in determining the Adjusted Value for a 203{mnsaction or theAdjusted Ads Valugor a 203(k)
transaction.

The discounted purchase price is calculated by reducing the contract sales price on Lifter8 o
HUD9548 by the discount percentage on Line 8 of form FB3B8. To that, MiMutual must add:

1 Sales commissions from Line 6 of form H2H28; and

1 Any borrowerpaid closing costs (including prepaid expenses)

Section 203(b)

MiMutual must calculate thenaximum mortgage amount by subtracting $100 from the Adjusted
Value.

Section 203(b) with Repair Escrow

MiMutual must calculate the maximum mortgage amount by subtracting $100 from the sum of the
Adjusted Value plus 110 percent of the estimated cost phires, not to exceed 1,000
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$100 Down

Section 203(b)
MiMutual must calculate the maximum mortgage amount by subtracting $100 from the Adjusted

Value.

Section 203(b) with Repair Escrow
MiMutual mustcalculate the maximum mortgage amount by subtracting $100 from the sum of the

Adjusted Value plus 110 percent of the estimated cost of repairs, not to excegaR

Section 203(k)
MiMutual must calculate the maximum mortgagaenount in accordance with #hrequirements of
Section 203(k) Maximum Mortgage Amounts for Purchakesi{fedor Standard.

GNND and $100 Down

The maximum mortgage amount that FHA will insure on a GNIS[kRpurchase is the lesser of:
1 the Adjusted Asgs Value plus:

Financeable repair and improvement costs, for Standard 203(k) or Limited 203(k);

Financeable mortgage fees, for Standard 203(k) or Limited 203(k);

Financeable contingency reserves for Standard 203(k) or Limited 203(k); and

other purchaseipaid closing costs, including ppaid expenses;

minus $100; or

110 percent of the After Improved Value (100 percent for site condominiums), minus

$100; or

o the Nationwide Mortgage Limits

O OO0 O 0O

Loan Terms
Fixed rate terms and 5/1 ARMs available

Borrowers
1 Individuals only.
1 Nonprofit organizations and government agencies raoéeligible.

Underwriting

All FHA HUD REO loans will be underwritten according to standard FHA guiddlmeess my be run
through OTA{ O2 NB Ol NR dzaAy3a ClyyAS al Soimamaidbuhdedviidenh NRA
2Ly YIFI& NPBPOSADEOL F¢ aF 2 MalcHaidlif BtlizihG $160¥@wand/or if a repair
escrow is financed into the loan amount
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Each HUD REO property will be offered for sale using one of the approaches lisied Dbk appraiser must
YE1S F {GFradSYSydG 2F LyadiNIoAtAGE Ay (GKS da/ 2YYSyi:

Insurable

Properties marketed adrisurable” are those that meet FHA's Minimum Property Requirements (MPR) for
existing housing and Minimum PropgiStandards (MPS) for new construction at the time of the appraisal
in dasis" condition without repairs being necessary.

Insurable withRepair Escrow

A property that requires no more thanl$,000in repairs to meet FHA's Minimum Property Requirements
(MPR) or Minimum Property Standards (MRSS)estimated by the Property Condition Report (PCR) and as
reviewed and determined to be reasonable by the appraiser, is eligible to be marketed for sale iAsts "as
condition with FHA mortgage insurance undée 203(b) with Repair Escrow progranprovided the
purchaserestablishes a cash escrow to ensure the completion of the required repairs. Purchasers ar:
permitted to include in their mortgage an amount equal to 110 percent of the estimated cost of the
repairs.

Uninsurable

Properties offered for saleUninsurable' do not meet, in their'asis" condition, FHA's Minimum Property
Requirements (MPR) or Minimum Property Standards (MPS) and the cost of repairs identified by th
appraiser to meet MPR or MPS astimated to exceed #0,000.Uninsurable properties arenly eligible

for Section 203(k) financing

Form HUEB548,Sales Contract Property Disposition Progrand any applicable addenda must be obtained,
which will estalish the purchase price, price discount, eligibility for GNND and eligibility for $100 Down.

If the contract is not complete, if there are questions about the terms or conditiong the contract must be
amended as a condition of loan approval, the M&bhtractorshould be contacted

The "Radon Gas and Mold Notice and Release Agreement” must be included with sales contract and be fu
executed by all purchasers of the subject property.

Contract Sales Terms
Line 4 of thesales contract will specify ¢hinsured HUD REO Property Purchase Program under which the
Borrower is applying, the downpayment, and the mortgage amount.

Regardless of the Insured HUD REO Property Purchase Program entered on Line 4 of fé3648JUD
MiMutual must determine the eligibity of the property, the eligibility of the borrower, and the specific
insured HUD REO Property Purchase Program that must be used to finance the purchase.
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Good Neighbor Next Door
Where the borrower ispproved for the GNND sales incentive, Line 8 will specify the discount that will be

applied to the purchase price on Line 3. The amount of the cash downpayment specified on Line 4 will L
$100.

$100 Down

Where the borrower has been approved for the $1D@wn sales incentive, the amount of the cash
downpayment specified on Line 4 will be $100.

Closing Costs and Sales Commissions Paid by HUD

The amount on Line 5 specifies the amount of closing costs that HUD will pay on behalf of the borrowe
The amountson Line 6a and 6b represent the sales commissions HUD will pay to the selling and listin
broker.

/| 2y GNAROdziA2ya o0& |!5 (26FNR GKS O02NNRBgSNDa Of
Contributions or Inducements to Purchase.

A new FHA case number must be obtained for loan applications withidddfed financing involving REO
properties. The Property Disposition Program Sales Contract (purchase agreement) will indicate the curre
FHA Case Numbehowever, it will be short he last number. In order to properly obtain a new FHA Case
Number assignmenthe complete 1I6RA IA G CI! /1 aS bdzYoSNJ gAff KI @S |
vdzZSNBEE 27F (KS inBNR CameEtién. I the Rodplaté -tlyit Case Numbeis urable to be
obtained,contact the M&M contractor or the field office where the property is located.

NOTE: The HUD sales contract indicates Section 203(b); however, when obtaining the FHA Case
Assignment, input the proper ADP code in FHA Coionefiir the appropriate Section of the Nation
Housing Act (ex: 703 for fixed rate, 734 for condominiums, 729 for ARMs, etc).

When entering the new case information in FHA Connection, select "Real Estate Ownepprighsal” for
processing type Se Appraisaldor further information.

When processing, the Computerized Homes Underwriting Management Sy&etyMS) will require a
response to thejuestion"Was this case previously sold as a Property Disposition?"

1 AlwayscheckYESvhen processing a loan application for FiH8ured financing on an REO property.

1 The mortgagee should complete the "Previous Case Number" field with tiiegitOFHA Case Number
obtained from the Case Query. This field is designed to track R&gerpes sold with FHMsured
financing and whether they are subsequently sold by the individuals who purchased them from HUD.

1 If entry of the previous case number triggers an error message, the mortgage broker should reques
that the processing andnderwriting division of their Homeownership Center (HOC) post the number
in the CHUMS property disposition file.
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Appraisals

Appraisals must be ordered in accordance with the regmients of theAppraisalsection of the Collateral
chapter (and further, any additional appraisal requirements fauraited 203(kpr a Standard 203(R)

MiMutual must review the appraisal and property conditions in accordance with the requirements of
Underwriting the Property in thé000.1

The mortgage brker should contact the M&M contractor to obtain a copy of tReoperty Condition
Report (PCR)

Appraisals have a validity period of 120 days. A valid HUD REO sales contract must be ratified within 1
days of the appraisal effective date. As long s sales contract is executed by HUD prior to the
expiration of the appraisal, the validity period may be extended an additional 30 days (Inadt&0day
validity period).

HUD is no longer providing a copy of the REO appraisal to the originatoorigiimator must order a new
FLILINI Aalfx TyR GKS O2aid 2F GKS yS¢ I LIINI Aalt O
closing costs on th€losing Disclosure

Establishing Market Value for REO Properties
| ' 5 w9h LINRPLISNIASE Ydaad oS a2tR d 2N ySIFN Yl
price appropriate for properties sold in a competitive and open market, under all conditions requisite
to a fair market sale, with the buyer and seller eating prudently and knowledgeably, and assuming
the price is not affected by undue stimulus. Implicit in this characterization is the consummation of a
sale as of a specified date and the passing of title from seller to buyer under conditions whereby:
1 Buyer and seller are typically motivated,
1 Both parties are welinformed/well-advised and acting in what they consider their own best
interests;
A reasonable time is allowed for exposure in the open market;
Payment is made in terms of cash in US dollarsnoterms of a financial arrangement
comparable thereto; and
1 The price represents the normal consideration for the property sold, unaffected by special or
creative financing or sales concessions granted by anyone associated with the sale

il
il
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Comparables for Appraisals

When considering sales to be used as comparables, the appraiser must note the conditions of sale al
the motivations of the sellers and purchasers. If REO sales aAdna@osure sales (PFS) /oshsales

are part of the market competing with the subject property, the appraiser must analyze the effect that
these types of sales transactions have on the market and specifically on the subject property.

In some markets, REO and PFS sales may cdestita majority of recent transactions of similar
properties, and thus, are significant in the analysis of the property for which financing is sought.
However, in developing an opinion of market value, REO sales and PFS sales transactions should
automaically be chosen as comparables. If there is compelling evidence in the market to warrant their
use, the appraiser must provide an additional explanation on the appraisal form.

Transfers to a mortgagee or entity owning the mortgage loan by the deedistfthrough foreclosure
alrftsS 2NJ aKSNAFTTFQa altS INB y20 | O0OSLIilroftS Ia ¢

Utility Issues

Utilities should be on at the time the appraisal is conducted, unless there are documented extenuating
circumstances. In thevent of extenuating circumstances, the appraiser should note the following:

1

05.072018

On the Uniform Residential Appraisal Report (URAR), the appraiser will annotate "The followin
utilities were not on at the time the appraisal was conducted (e.g., electric,ayaor water) --
Unable to verify their functionality”. However, the appraiser should note any readily observable
condition that is evident

| ' 504 aga O2 yamitledry @ Mk pguikhadeduring the contract period to activate

the utilities for the purposes of conducting a home inspection. If the HUD REO appraisal wa:s
completed without the utilities being activated, the mortgage broker/lender or purchaser(s) must
complete the systems check while the utilities are activated. A complete copysofepport must

be provided toMiMutual if the HUD REO appraisal was completed without the utilities being
activated. The report may identify a need for repairs which were not identified on the appraisal. In
such cases the underwriter will address suchuéss Section 203(b) financing will not be
automatically approved simply based on the terms of the sales contract.
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Home Inspection
The borrower has the right to have tH®use inspected by a professional home inspector. HUD's M&M
contractor shall permit entry to the pureser during the contract period.

Additionally, where FHfsured financing is specified on the sales contract, a form-BREB4CN, "For
Your ProtectionGeta Home Inspection,” must be provided to prospective homebuyers at first contact, be
it pre-qualification, preapproval, ono later thaninitial application. If the form is incorporated within the
executed sales contract in its entirety, then the hdmger need not separately be provided with form
HUD92564CN.

In the event the home inspection or the systems check reveals that repairs are needed which no longe
makes the property eligible for an Fhidsured 203(b) mortgage, the mortgage broker shocttahtact the

M&M contractor to discuss alternatives to allow the sale to continue. The M&M contractor may allow the
modification of the sales contract, as needed, to refle@08(b)with repair escrowor 203(k)sale. The
sales contract must be revised itoclude thischange,and initialed by both the purchaser and the M&M
contractor.See the203(k) Streamlinehapter or theFull 203(kchapter for further details.

Termite/Pest Inspection

If atermite inspection $ required on existing propertyoatact the M&M contractor to determine if an
inspection report has been performed, and if it has, to obtain a copy oSéeTermite Inspectionsfor
further detail.

Well and Septic System Inspection

If the HUD REO property has a well and/or septic tank, contact the M&M contractor to determine if an
inspection has been performed, and, if it has, to obtain a free copy of this inspeejpant. SeeWater
Systermor Sewage Systeffior further detail.

Properties that need less tharl®,000 worth of repairs to meet the intent of th&PS will be offered fosale
with insured financing available, provided a cash escrow is established to ensure the completion of repair:
See theRepair Escrowhapter for detailed guidance.

For HUDBpaid clesing costs, HUD has authorized as a sales incentive, purchasers to specify in Item 5 on tt
HUD sales contract an amount which HUD, as seller, may pay on the borrower's behalf at settlement.

This amount may be applied to treetual costof closing costsrad/or prepaid expenses. If the total of actual
costs of such closing costs and/or prepaid expenses is less than the amount specified in Item 5, the balar
may not be credited to the borrower.

Depending upon the amount of closing costs that HUD paythé&borrower, the maximum mortgage amount

may have to be reduced in order for the borrower to meet the minimum cash investment requeaking
costs and prepaid expenses may not be included in the mortgage amount.
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RepairEscrovs

Escrow holdbacks are used to facilitate loan closings for properties that require no more than $5000 of repail
(or $10,000 for HUD REO propedjii 2 YSS{ CI ! Q4 YAYAYdzY LboEdws il &
required to establish a cash escrow that will ensure the completion of the required repairs. These proceed
are held in an escrow account until the repair requirements are completed. bbhiewer accommodation
allows the loan to close and the borrower to occupy the property while incidental work is finished. This
document is intended to give guidance on proper qualification and closing procedures.

Repair escrow funds must be sufficigntcover the cost of the repairs or improvements.

Provided the housing is habitable and safe for occupancy at the time of loan closing, MiMutual may establish
repair escrow for alterations and repairs that cannot be completed prior to thasingunder Section 203(b),
under the following conditions:
T Minimum amount: $500
1 Properties may not require more thans5$nnn 2F NBLI ANBR G2 YSSi
Requirements.
1 Repairs should be considered minor/deferred maintenance, and mayffett the safety, soundness,
or structural integrity of the property. This may include, but is not limited to:
Worn floor finishes
Carpet
Minor plumbing leaks
Holes in window screens
Cracked window glass,
Final grade / minor exterior items that canno¢ kompleted due to inclement weatheoy
Other minor issues typically related to normal wear and tear
1 All repairs must be completed within 90 days, with the exception of exterior repairs that cannot be
completed within the allotted timeframe due to inclemeweather (br instance, ifa repair escrow
needs to be established for defective exterior paint surface in a Michigan home constructd® e
and the closing date is Decembet Bhen the completion date should be April 30 in lieu of 90 days in
orderto allow sufficient timeo paint in warmer temperatures).
1 An amount equal to 150% of the estimated cost of the repairs will be collected at time of closing (sc
the maximum escrow amount permitted would be $7,500).

OO O0OO0OO0OOo0oOo

HUD REOs

HUDowned propertiesare off SNS R T2 NJ LJzZNOKIF aS Ay ala Aaé O2yF
estimated cost of the repairwill be escrowed (so the maximum escrow amount permitted would be
$11,000. The escrowmust be financed into the FHA loanlt is not to be taken from HD proceeds at
closing.
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Escrow holdbacks are not permitted for the following reasons:
1 Structural repairs
1 Foundation work
1 Roofs
1 Items creating a livability issue

Per HUD guidelines, the dwelling on the mortgaged premises must be habitable and safe. ltems essential 1
customary occupant use and enjoyment, or for property safety or dlitgbmay not be escrowed. Under no
circumstances may a loan be closed if the uncompleted items affect livability or the integrity of the structure
(i.e., lack of gas, electricity, plumbing, or HVAC, or foundation defects).

MiMutual will hold and administer the repair escrow account.

The minimum amount permitted to be escrowed is $580the amount of the repairs multiplied by 150%
whichever is greater.

When setting up an escrow ldback, the following documentation is required féne DE UnderwriteR a
review and approval, specific to the holdback, before the loan is cleared to close
1 Two (2) itemized bids from a licensed contractor that clearly identify each item to be completed,
including an itemized estimation of costs.
! O2L®R 2F (KS O2yGNI OG2NNa Od2NNByid fAOSyaSo
1 The appraisal detailing the required work
1 Any other specific documentation as required by the loan type

The amount of repairs will be determined by the underwriter, and multiplied by 150% (1.5 times) to arrive at
the total escrow figure. The borrower must hasefficient fundsdocumentedto establishthe repair escrow
account.

HUD REOs

The repair escrovamount is taken from Line 4 of the HUD Sales Contract, which already includes the 109
overage. If additional repairs are revealed during the loan process (for example, as the result of a hom
inspection), 2 itemized bids will be required with a list ok thepairs needed to make the property
insurable, and the estimated cost of repairs. The underwriter will then determine the additional required
escrow amount.

Back to Top

05.072018 149



FHA Underwriting Guidelines Repair Escrows

Non-HUD REO with Repair Escrow

Take the sales price of the property and multiply by 96.5% to determine base loan amount. The amount ¢
the escrow(cost of repairs as determined by underwriter x 150%) is added to the required funds to close,
and must be collected at closing.

AppraiserRequired Repairs
MiMutual may add repair costs to the sales price before calculating the mortgage amount if:
f ¢KS NBLI ANB | NB NBIldZANBR 06& (0KS | LILINIF AaSNJI
1 The repairs are paid for by the borrower; and
1 The sales contract or addendum identifies the borrower as the party responsible for payment
and completion of repairs

The maximum amount of repatosts that may be added to the sales price is the lesser of:
1 The amount by which the value of the property exceeds the sales price;
T ¢KS FLILINI AaSNRa SadAYFdS 2F NBLIANAT 2NJ
f ¢KS Y2dzyd 2F GKS O2y(iN)} OG2NNa&a o0AR

HUD REO with Repair Escrow
Take the sum of theades price of the property and the repair escrow amount, and subtract the 3.5% down
payment to reach your base loan amount.

$100 Down with Repair Escrow

Take the sum of the sales price and the repair esa@aowunt, and subtract the $100 down paymenthis

will be the new base loan amountBuyers who have been approved by FHA to acquire HUD REO
properties under an authorized $100 minimum cash investment initiative omdy finance the cost of the
UFMIP through their FHidsured loan product provided thtotal mortgage amount including the UFMIP
R2Sa8 y20 SEOSSRamnIPRILIKFA A&KS @I 8dzSd | LILINR ISR 62 N
under any such initiative are not eligible to finance prepaid expenses and financing/closing costs throug
their FHAinsured mortgage.

NOTE:Max mortgage amount calculations should be shown in the remarks section of the FHA
Underwriting and Transmittal Summary (92900).
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MiMutual must execute form HUD2300,a 2 NIi 3+ 35S Q& ! & & dzNd infiCafe thatThe fegaly’ LI
escrow has been established.

A formal Repair Escrow Holdback Agreement will be required to be executed by the borrower and MiMutual
A $175 Appraisal Rmspection Fee will also be required and collected from the borrower at closing. It is
acceptable to disclose this as a separate itemizedhBgection fee or added to the total cost of the appraisal.

HUD REOs
The Repair EscroRelnspectionFeewill becollected fromthe seller (US Department of HUD).

Generally, all repairs are to be completed by the borrower within 90 days of cladpgn completion of the
work (and prior to the repair escrow deadlineMiMutual will work directly with the customer and the
contractor to document all the work has been completed. We will then order the Appraisal Update and/or
Completion Report (Form 1004D), indicating all-stte alterations andrepairs have been acceptably
completed MiMutual will pay for the inspection of the completed repairs with the Repair Escrow
Administration Fee collected at closing (funds will not come from the repair escrow account).

If an inspection is requested to be done by a HUD fee inspaditMutual must providea copy of HUD's list of
required repairs to the inspectpso thatheis aware of the items he will need to inspediliMutual may only
release funds when repairs and improvements per the draw request meet all federal, state, and local law:s
codes, andrdinances, including any required permits and inspections.

MiMutual will then disburse the escrow to compensate the borrowertbe contractor, as appropriate If
actual repair costs are less than the amount escrowed, the balance of the escrow wpilEao reduce the
outstanding principal balance of the mortgageithout exception If the escrow is inadequate, or if additional
itemsrequiringrepair are discovered at some subsequent date, it is the borrower's responsibility to bear the
additional ost. If the borrower fails to complete the required repairs within 90 days of clo@nguch
additional time as is determined reasonapler the repairs are unsatisfactoryliMutual must apply the
escrow amount to reduce the outstanding principal bakaw¢ the mortgage.
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Limited 203(k)

TheLimited 203(k)program is intended to assist homeowners with bgsion-structural)repairs costing from

a minimum of $5,000 up to a maximum of $35,000. The mortgage amount will allow for acquisition of the
property and up to $35,000 in loan proceeds to be applied tavaapair/rehabilitation of the property as
detailed below.

Property Eligibility

The property must be an existing property that has been completed for at least one year prior to the case
number assignment date. If it is unceinavhether the property has been completed for at least one year,

a copy of the Certificate of Occupancy (C of O) or equivalent must be obtained.

A property that is not eligible for a 203(b) mortgage due to health and safety or security issues may b
eligible under 203(K) if the rehabilitation or repair work performed will correct such issues.

A Property with an existing 203(k) mortgage is not eligible to be refinanced until all repairs are complete
and the case has been electronically closed out.

LoanTerms
1 30 year fixed rate
1 15 year fixed rate

Mortqaqe Insurance
Refer toFHA Mortgage Insurance Chart

Eligible Borrowers
Individuals onlyNon-profit organizations and government agencies aw eligible. Employeeloans are
not eligible.

An identity of interest transaction is not allowed. There cannot be a relationship in any manner between
parties: lender, broker, loan officer, realtor, seller, borrower, builder, contractor, or emplokienvever,

sales transaabns between family members are permitted. MiMutual must verify that there are no other
instances of Identity of Interest or conflict of interest between parties in the 203(k) transaction. The
borrower and the 203(k) Consultant (if applicable) must esigm an Identity of Interest certification. If

the borrower selected a 203(k) Consultant to perform a Feasibility Study, MiMutual may select the sam:
203(k) Consultant for the project without creating an Identity of Interest.
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Occupancy

1 Owneroccupied only
9 Investors not allowed

Underwriting

All Limited 203(k)loans will be underwritten according to standard FHA guidelines. Loans must be run
GKNRdAK ¢he¢! [ {O2NBOFINR dzaAy3a ClLyyAaAS al SQa 5Sa
through with the after repaired/improved value and the adjusted salesep(gales price plus borrower
paid repairs minus sales concessions).

Property Types

Eligible

1-4 unit properties

Planned Unit Developments (PUDs)

SiteCondominiums

Townhome/Rowhome

Modular Homes

Log; Dome; Berm Homes; Pier Foundatiofsxiliary/Accessory Dwelling Units; Homes with

extreme functional obsolescence (i.e. one bedroagMust be common and typical for the

area and have like comparaldales

1 HUD REOs (Real Estate Owned/Property Disposition Sales) are eligible providedaihe re
qualify as eligible work items outlined in these guidelines.

1 Properties located in ageestricted communitiex; must be common for the area and have like
comparablesales.

= =4 =4 =4 -8 A

Ineligible
1 Condominiums (other than site condos)
1 SeelneligibleCollateralsectionfor a complete list of unacceptable property types
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Eligible
The Limited 203(k) may only be used for minor remodeling and-stauctural repairs. The total
rehabilitation cost may not exceed $35,000.

Eligible improvements include:

eliminating health and safety hazards that would violeiieD's MPR
repairing or eplacing wells and/or septic systems;

connecting to public water and sewage systems;
repairing/replacing plumbing, heating, AC and electrical systems;
making changes for improved functions and modernization;
eliminating obsolescence;

repairing or installig new roofing, provided the structural integrity of the structure will not be
impacted by the work being performed; siding; gutters; and downspouts;

making energy conservation improvements;

creating accessibility for persons with disabilities;

installing @ repairing fences, walkways, and driveways;

installing a new refrigerator, cooktop, oven, dishwasher, built microwave oven and
washer/dryer;

repairing or removing an iground swimming pool;

installing smoke detectors;

installing, replacing arepairing exterior decks, patios, and porches; and

covering leaebased paint stabilization costs (above and beyond what is paid for by HUD when it
sells REO properties) if the Structure was built before 1978, in accordance with the Single Fami
mortgage nsurance lead I & SR LJ- A y (i RénbivatiSn, RegaR, artd tPainfing Rule
NOTE:Patios and decks must increase thel&\RProperty Value equal to the dollar amount spent on
improvements.

=A =44 48 -8 -4 -2

= =4 =4

= =4 -4 A

Repairs must comply with all local codes amdinances. The borrower and/or contractor must obtain all
required permits prior to the commencement of work. Once the mortgage is approved and closed, the lis
of repair items cannot be changed unless the servicing lender approves a wittamge orér. Change
orders are limited to unforeseen conditions that are discovered during the course of the rehabilitation
process (such as hidden damage caused by termites, mold or water damage, etc.). Costs related to char
orders cannot be used to increasieet mortgage amount. Change orders may result in the reallocation of
mortgage proceeds among cost categories or in the substitution of work items covered by the proceeds
Therefore,if the contingency reserve is insufficient to cover any change ordenpiEng additional work,

the borrower must be able to pay for these costs out of pock#dtchange orders result in a net cost
increase, the borrower is responsible for the additional costs. If change orders result in a net cos
decrease, the excess moege proceeds must be used to reduce the principle balance of the mortdgge.

for any reason, the costs incurred during the rehabilitation exceed the mortgage amount, the borrower is
responsible for the additional costsviMutual will allow selfhelp ininstances where the borrower wishes

to purchase their own appliances and/or materials/supplies (such as tile, carpet, cabinetry, etc.) obtainec
from a home improvement store; however, the borrower will not complete the labor for these items
(MiMutual will not allow selthelp for installation by the borrower). Receipts are required to show cost
and name of vendor/home improvement store, and the fully completed Self Help Agreement must also be
provided. The Homeowner/Contractor Agreement is still requicetde executed for the labor performed.
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Ineligible

Properties that require the following work items amet eligible for financing under theimited 203(k)
1 Major rehabilitation or major remodeling, such as the tear down/relocation of a wall;

1 Convertinga onefamily structure into a twe three-, or fourfamily structure;

1 Decreasing an existing multnit structure to a oneto four-family structure;

1 Reconstructing a structure that has been or will be demolished;

1 Repairing, reconstructing, or elevating existing foundation;

1 Purchasing an existing structure on another site and moving it onto a new foundation;

1 Making structural alterations such as the repair of structural damage and new construction,
including room additions;

1 Landscaping, irrigation, ormilar site amenity improvements;

91 Constructing a windstorm shelter;

1 Making additions or alterations to support commercial use or to equip or refurbish space for

commercial use; and/or
1 Making recreational luxury improvements, such as:
New swimming pools;
Anexterior hot tub, spa, whirlpool bath, or sauna;
Barbeque pits, outdoor fireplaces or hearths;
Bath houses;
Tennis courts;
Satellite dishes;
Tree surgery (except when eliminating an endangerment to existing improvements);
Photo murals; or
gazebos

O OO0 O OO0 O0OO0OOo

The Limited 203(k)program maynot be used to finance any required repairs arising from the appraisal
that do not appear on the list dfimited203(k) Eligible Work Itenw that would:
T bSOSaaAidlasS | al02yadzZ GFryde (G2 RSPYERLI I af{ LIS
1 Require plans or architectural exhibits;
1 Require a plan reviewer;
1 Require more than two payments per specialized contractor;
1 Require more than six months to complete (HUD will not grant extensions);
1 Result in work not starting within 30 days after loan closing; or
1 Any repairs that would cause the mortgagor to be displaced from the property for morelfan
days during the time the rehabilitation work is being conducted. (FHA anticipates thatyjcal
case, the mortgagor would be able to occupy the property after mortgage loan closing).
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FHA 4000.1 Underwriting GuidelinesLimited203(k)

These forms are in addition to normal required FHA forms/disclosures

Origination Forms
Loan cannot be underwritten without these forms. The 203(k) forms and all 203(k) related exhibits, sucl
as work plan estimates, bids, contractacaptancedocumentation, etc. must be included with the credit
package at the time of initial submissi or loan will be suspended:
T . 2NNB 6 SNRA& L RGsfificdtione 2F Ly dSNBAd
T HNnod6lUV [/ 2yadaZ GFryiQa [/ SNIAFTAOFGAZ2Y o-Bpay CoBt |
Estimate), if a consultant was used
1 Homeowner/Contractor Agreemeriietween theborrower and the General Contractor, or if there
is no GC, one for each contrac{onust be fully executed)
The203(k) Maximum Mortgage Worksheéund in FHAConnection
HNnoolV . 2NNERgSNIr&orh @UESR2084 SRISYSy i
Feasibility Study (if performed)
SelfHelp Agreement Form (must be executed prior to a clear to close)
aAadzidz f Q& cdefayicdddn O 2 NJ !
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Closing Forms
1 Rehabilitation Loan Agreement
1 Rehabilitation Loan Rider to the Mortgage/Deed of Trust
1 Self Help Rehabilitation Loan Agreement

PostClosim/Funding Forms
1 Request for Acceptance of Changes in Approved Drawings & Specificatfomsn HUBP92577
(required in the event of needed changes after closing/funding)
T .2NNRBgSNODa [SGUSNI 2F [/ 2YLX SGA2Yy ol T leffiNd bNELI A
inspection)

Additional Required Documentation
 / 2y0NF OG2NXQRa /24ai
¢CKS FAYLFEf O2yGNI Ol
obtained for all work items.

v

YAT SR SadAYFLGS 27

w

QadAYIl G
2NRa Ad

Back to Top

05.072018 156



FHA 4000.1 Underwriting GuidelinesLimited203(k)

Use theapplicable203(k) Maximum Mortgage Worksheet to calculate the mortgage amount. Expenses that
may be included in the total amount of the improvements, with a minimum repair amount of $5,000 and not
to exceed the $35,000 limit, are inspection fees, building and other fisrtimne supplemental origination fee,
title update costs and the amount of any contingency reserve requliggh Balance loans are not permitted.

NOTEThe Maximum Mortgage Worksheet must be signed by the underwriter and uploaded to eDog
time the worksheet is completed.

Purchases
The maximum mortgagiat FHA will insure on a 203(k) purchasthislesser of:
1 The appropriate LTV ratio (typica$.5%), multiplied by the lesser of:
0 TheAdjusted AdsValue plus:
A financeable repair and improvement costs;
A financeable mortgage fees; and
A financeable contingency reserves; or
0 110% of the after improved value (100% for site condos); OR
1 TheNationwide Mortgage Limits

For a HUD REO 203(k) purchase, MiMutual must calculate the maximum mortgage amount that FHA w
insure in accordance with HUD REO Purchase Guidance.

Refinances
The maximum mortgage amoutitat FHA will insure on a 203(k) refinanis¢he lesser of:
1 The existing debt and fees associated with the new mortgage, plus:
o Financeable repair and improvement costs;
o Financeable mortgage fees; and
o Fimanceable contingency reserves; OR
1 The appropriate LTV ratio (typically 97.75%), multipliethieylesser of:
0 Theadjusted ass value plus:
A Financeable repair and improvement costs;
A Financeable mortgage fees; and
A Financeable contingency reserves; or
0 110% of the After Improved Value (100% for site condo®);
1 TheNationwide Mortgage Limits

MiMutual must obtain the mortgage payoff statement for existing debt.

For properties acquired less than 12 months prior to the Case Assignment Date, MiMutstadocument
the lowest acquisition cost in the past 12 months by obtaining a copy of the Settlement Statement or othet
legal documentation evidencing acquisition cost.

If improvements were made to the property subsequent to the acquisition, MiMutusgtrdocument the
associated cost of the improvements by obtaining the following:
1 A contract for completion of the work;
1 Materials cost and paid receipts; and
1 Permit costs.
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FHA 4000.1 Underwriting GuidelinesLimited203(k)

On a purchase transactiothe sales contract must include a provision that the borrower has applied for
{SOGA2Y HnoolV FAYFIYOAYy3dZ IYyR GKIFIG GKS 02y (N} O
acceptance of additional required improvements as determined by MiMutual.

If the borrower is financing a HUD REO property, the first block on Line 4 of ForfA348Mstructions and
Sales Contractnust be checked, as well as the applicable block for 203(k).

Although Section 203(k) may be used to refinance iatdhbilitate a property, it may not be used as a means
of withdrawing or recapturing equity, and thus, no cash back to an investor/mortgagor is permitted. It is
essential that any existing debt or obligation(s) be clearly limited to the property to kebiiated. A line of
credit made available to the refinancing mortgagor without a clear connection to the subject property does
not meet HUD requirements unless there is documentation, acceptable to the Secretary, indicating loal
proceeds were used fohe purchase and/or repair of the property. The same is true for any first mortgage or
other junior liens secured by the property for at least one year prior to loan application.

MiMutual must establish both an Adjusted #ss Valueand an After Improved Value of the property. An
appraisal report by an FHA Ros#ppraise is always required to establish the After Improved Value of the
property. Except as described below in cases of property flipping and refinance transactiongudidunot
required to obtain an a$s appraisal, and may use alternate methods mentioned below to establish the
Adjusted Ads Value. If an as appraisal is obtained, MiMutual must use it in establishing the Adjustdd As
Value. If a second appraisa@s required, it must be completed 4s.

¢KS | LILINI AaSNJ) Ydzad o0S LINRPOGARSR gAGK | O2Lk 27F Ot
assignment.

Adjusted Asls Value
MiMutual must establish the Adjusted As Value as described below.

Puchase Transactions

For purchase transactions, the Adjustedigd/alue is the lesser of:
1 The purchase price, less any inducements to purchase; or
1 The Asls Property Value

The Asls Property Value refers to the -&svalue as determined by an FHA Rogtppraiser, when an
asis appraisal isbtained.

In the case of property flipping, MiMutual must obtain arisgppraisal if needed to comply with the
property flipping guidelines
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Refinance Transactions

Properties Acquired Greater Than or Equal to 12 Months Prior to Case Assignment Date
MiMutual must obtain an ass appraisal to determine the Adjusted-AsValue when the existing
debt on the property plus théollowing items exceeds the After Improved Value:

1 Financeable repairs and improvement costs;

1 Financeable mortgage fees; and

1 Financeable contingency reserves

When anasisappraisal is obtainegdhe Adjusted Ads Value is the As Property Value.

MiMutual has the option of using the existing deditis fees associated with the new mortgage
obtaining an asis appraisal to determine the Adjusted-fsValue when the existing debt on the
property plus the following items does not exceed the After Impbvialue:

1 Financeable Repairs and improvement costs;

9 Financeable mortgage fees; and

9 Financeable contingency reserves

Existing debt includes:

1 The unpaid principal balance (UPB) of the first mortgage as of the month prior to mortgage

disbursement;

1 The UPBf any purchase money junior mortgage as of the month prior to disbursement;

1 The UPB of any junior liens over 12 months old as of the date of mortgage disbursement. |
the balance or any portion of an equity line of credit in excess of $1,000 was advancec
within the past 12 months and was for purposes other than repairs and rehabilitation of the
property, that portion above and beyond $1,000 of the line of credit is not eligible for
inclusion in the new mortgage;

Interest due on the existing mortgage(s);

Mortgage Insurance Premium (MIP) due on existing mortgage;
Any prepayment penalties assessed;

Late charges; and

Escrow shortages.

= =4 4 4 2
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