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Agenda

In Today’s Session
— Fannie Mae Website
— Understanding Recommendations
— Understanding DU Risk Analysis
— Credit, Income and Asset and Appraisal Messages
— Data Integrity Reminders
— Genworth Website

Today’s Session Addresses Only Conventional Loans And

Excludes DU Refi Plus™ Loan Requirements
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Fannie Mae Website
Fannie Mae

Single-Family ¥ Originating & Underwriting Pricing & Execution Delivering Servicing Training Technology

Building on our promise

to anHhifv and
4 . Originating & Undarwriting Pricing & Execution elivering Servicing Training Technology
certal ' :

Learn n

Originating & Underwriting

We praovide information, training, job aids, and more to assist in

originating loans for sale to Fannie Mae.

Most Popular Technology Applications & Tools

Selling Guide

Credit Variance

Collateral Underwriter Condo Project Manager =
Administration System

Desktop Originator

N1
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http://fanniemae.com/portal/index.html

Fannie Mae Website

loans for sale to Fannie Mae.

Technology Applications & Tools n

[, Desktop

See Technology Solutions tab for full list Undemter
h Collateral Underwriter |00ndo Project Manager
LAUNCH APP
Desktop Underwriter I EarlyCheck Manage My Account +
Haw do | reset my password?
Quality Assurance Uniform Collateral Data Users: Update
System Portal (UCDP) Password/Profile

Admins: Manage

T m——————————— - ppplicstions/Usars

See Availability

Technology Application
Avaliabliity

Related Links

Day 1 Cartainty
Integrate Your Technalogy
Credit Information Providers

Fannie Mae provides information, training, job aids, and more to assist in originating

Desktop Underwriter” (DU") provides lenders a comprehensive credit risk assassment that
determines whether a loan meats Fannie Mae’s eligibility requirements.

With Day 1 Certainty*, you get freedom from reps and warlnts and

greatsr speed and simplicity. With the DU Validation Servil

validate loan application data upfront.

Learm How DU Can Help Your Business

e CERTAINTY

What's New

At-A-Glance; Introduction to DU's Features and
Banefits

DU Fact Sheet Value Overview
DU Fact Sheet: Version 10.0 Overview
DU Nontraditional Cradit Undarwnting

New Users: How to Register ©

To register, contact your company's Technology
Manager administrator, Only admins have the
ability to set up and manage spplication access for
users, More...

New Redeslgned Form 1003 eLearning #1228
Tutorlal

A new eLearning is available to help you
implement the new DU specification (MISMO
v3.4} for the redesigned Form 1003, based on
saction 1a of the form.

DU March Release Notes Now Jan 3, 2008

Avallable

During the weekend of March 17, 2018, we will
implement Desktop Underwriter Version 10,2,
which will include the updstes to the DU Risk
Assessment, HomeStyle Renovation mortgsge
eligibllity requirements, Property Inspection

Waiver messaiina and more,

https://www.fanniemae.com/singlefamily/desktop-underwriter

Desktop Underwriter
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https://www.fanniemae.com/singlefamily/desktop-underwriter

Jrigi riting Pricing & Execution Delivering Servicing Training Technology

Originating & Underwriting

We provide information, training, job aids, and more to assist in

originating loans for sale to Fannie Mae.

Most Popular Technology Applications & T~nle

Part B: Origination Through Closing

Selling Guide

Mortgage Products and

e Collateral Underwrer €2 Thijg part provides the requirements for originating

Condc

conventional and government loans for sale to
Fannie Mae. It includes the following subparts:
Loan Application Package, Eligibility, Underwriting
Borrowers, Underwriting Property, Unique
Eligibility and Underwriting Considerations,
Government Programs Eligibility and Underwriting
Requirements, Insurance, Closing: Legal
Documents.
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Selling Guide SEL 2018-07

Selling Guide Updates

Renaming of Property Inspection Waivers
(PIW) and Property Fieldwork Waiver
(PFW) to “appraisal waivers”

Rural High-Needs Appraisal Waivers
(NEW)
" Loan casefiles that receive Approve/Eligible

" Purchases only

" One-unit (excluded manufactured homes) located in a
designated rural high-needs area, as defined by Fannie
Mae’s Duty to Serve obligations.

" Borrowers with income at or below 100% of the area
median income

. LTV ratios up to 97% and CLTV ratios up to 105% with a
Community Second®

. Appraisal waiver may be combine with other
transactions types, such as HomeReady

. Lenders are required to obtain a home inspection report
and review and follow Fannie Mae guidelines for
condition to confirm safety, soundness, and structural
integrity.

" Effective date will be later this year and announced in a
DU release note

Fannie Mae

Selling Guide Announcement SEL-2018-07
September 4, 2018
Selling Guide Updates

The Selling Guide has been updated to include changes to the following:

Renaming of Property Inspection Waivers

Rural High-Needs Appraisal Waiver
Seller/Servicer Eligibility

Liability and Fidelity/Crime Insurance for Projects
Single-Entity Crwnership of Co-op Projects

Each of the updates is described below. The affected topics for each policy change are listed on the Attachment. The
Selling Guide provides full details of the policy changes. The updated topics are dated September 4, 2018.

In addition, updates to the following are described in this Announcement:

* Approved Mortgage Insurers List and Mortgage Insurance Forms

Renaming of Property Inspection Waivers

The property inspection waiver (PIW) and property fieldwork waiver (PFW) names have been updated to “appraisal
waiver” throughout the Selfing Guide to align with industry terminclogy. Currently, PIWs are offered on certain Deskiop
Underwriter® (DU®) loan casefiles, and PFWs are offered on DU Refi Plus™ loan casefiles. Adopting the term appraisal
waivers will provide greater clanty and fransparency about waiver offers. This is a terminology change only, and there are
no changes to our appraisal policy as a result of this renaming.

Rural High-Needs Appraisal Waiver

In support of our commitment to homeownership sustaimability, we are introducing appraisal waivers for certain home
purchase transactions in designated rural high-needs areas. The rural high-needs appraisal waiver is for low- to moderate
-income borrowers purchasing homes in targeted rural areas. Appraisal waiver offers for eligible transactions are
contingent on obtaining a home inspection. The lender must review the home inspection report and follow our property
condition guidelines to confirm safety, soundness, and structural integrity. This waiver will be offered through DU on a
limited basis and will be considered for the following transactions only:

® Loan casefiles that receive an Approve/Eligible recommendation,
* Purchase fransactions,

* One-unit principal residence properties (excluding manufactured homes) located in a designated rural high-
needs area, as defined by our Duty to Serve obligations,

* Borrowers with income at or below 100% of the area median income,
* LTV ratios up to 87% and CLTV ratios up to 105% with a Community Seconds®.

This appraisal waiver may be combined with other transactions types, such as HomeReady®.

© 2018 Fannle Mae. Trademarks of Fannie Mae. SEL-205-07 fofs
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SEL 2018-06 & 10.2 Release Notes

Selling Guide Updates

High Loan-to Value Refinance Option which

replaces the current DU Refi Plus™ and Refi
Plus™ (Applications may be taken November
1, 2018)

Discontinuance of the Form 1004MC effective
immediately

Clarifying policy for disbursement of funds for
HomeStyle® Renovation Funds

DU loan casefile archival policy is extended
from 270 days (9 months) to 28 months and
DU will now use the date the date the casefile
file was last submitted to determine archival
date

DU Validation Service Modification

. Updated messages when employment cannot be validated
Other minor changes and clarifications as
follow up to the June Selling Guide update

Desktop Underwriter/Desktop Originator Release Notes
DU Version 10.2 September Update

July 24, 2018
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Selling Guide Aumouncement SEL-2018-06
August 7, 2018
Selling Guide Updates

T Salng Gusnm N Boen (A0d 10 CK0 CRanges 1 110 HEOWNY

Each of v Lgxtoms is Sraumond (eiow  The Ffiscins SOk 1 mach Solcx Crongs e bssd o (he Aftwctmeet The
Seltg Clacte proveies L Oulais of T 0y charges. The giaied Spcs St (iied Augud 1, 20w

High Loau-to-Value Reflnanee Option
of Pw elan Dl were Doeviaady tomrrurecabet i L) &
Vot Lz o' e Tirfoiores Cae —

e .‘_u.r Sultng T o POLE 34 L0 b Lo
3 el a S Ve 30w 300 3308 4 e

R fint
.u.x..»u,cv.a 10r (T U S

The tigh LTV refrancn » 5818 e pecroewes mpbcermrt r J Pk P ard Rkt r A vt rrerewe e
coret retaiedd 10 e pep - e w2095 v- - ..,M,. v Ieery roeline
Effoctive Date

AT et vty 03 oG SCORERY) JEEACITI AY ah GO L M NOWTE I, ey g i 3¢5 6 O T
e e sy T e Tediry Ak

\lnrhc Cannelits
o L

Effective Date
Lomaere car e adwariagn f Fra ctargn mxrechated; The r
Uromenetn™ 'll' nasam -Myﬁ A PUE ATe, noes

..,.mvu 131 P SODAVIC Wil B rermewed Tram Dwekic
¢ Gmongard b DA ywsaags

Desktop Underwriter

~ ,f,,

Genworth =z .



Lender Letter LL-2018-03

MI Termination Changes — Fannie Mae

For borrower-initiated cancellations based on
original value, allow servicers to use Fannie’s
Automated Property Service™ (APS) to verify
the current value of the property so they no
longer have to warrant the property value;

For borrower-initiated cancellations based on
current value, allow servicers to use BPOs
through Fannie’s Valuation Management
System (VMS) to verify the current value of the
property;

For borrower-initiated cancellations based on
current value with property improvements,
increase the LTV threshold for cancellation
from 75% to 80% and provide examples of
what are considered substantial
improvements; and

Allow borrower-initiated cancellations to be
evaluated based on a borrower’s written or
verbal request.

Fannie Mae

Lender Letter LL-2018-03

Julyv 18, 2018
To: All Fannie Mae Single-Family Servicers
Mortgage Insurance Termination

To simgity he process of evaluatng borower-nitiated requests for the termination of conventional MONgage NSuMnce
(M1}, we are updating our requrements. These new requiresents wil resull in 8 befier customes expenence 1or both
servicers and borowerns

Our requerements relaled 10 bomower-intiated conventional M) tenmimation requests have been changed 10 refiect the
lowing
= For bamower-niialed Mi lenmination requests based on onginal value, allowing he use of Fannie Mas's
Automated Peoperty Senice™ (APS) 1o verify the cument value of the froperty, resuiting in servicers no onge:
being reguired 10 wanant the property vaiue,

= For bormower-nisaled Mi tenmnaton requests based on curent value, allowing the use of broker price oginions
(BPO8) threugh our Viakastion Managemen! System (VNS 10 venfy e current vise of e property.

*  For borrowsrmaled Ml fermnabons based on Carrem yilus with property mproverments, changing the ban.to
vidue (LTV) threatiold bom 75% or lese 10 80% of less and prowding exampies of what are considersd substartal
improvements.

= Alowing BOnower-rilated Wemnatons 10 be avakaled Sased on A LOTOWS s Willen of verta! requas

- "t'vtv |r‘1r’r-"n‘ Mfrv(-)n-durv- anoounced m LL 2017 08 Favus Mas Eaieod Modéicatics
20079 for Mortgaoe | o Impared by Leeamter L erois mu-nu—mma

r.-crm-:(s requ—st oo u:mrmcr (:4 i tc any morgage oa n Tt is mpacied by ®sastar and

*  Remowing outdaled onginal value temunation roguirements
Urvess stalod otharwise, these requesments will replace he folowng secions in Te Servicing Guuke

* “Bovowerindaied Termnaton of Comvertional Morigaoe Insurance Sased on Oniginal Ve of the Property” and
B-ro-e Ancated Temmmuf Carweangonal M:nqa;: Insurance Sased on Cument Valoe of the Froperty” in
g M Ter & Sonyentiond Morigage Waurance. and
Vesfying Proparty Value for Morsgege insurance Temenason” i F-1.02 Escow. Taxes Assessmas a
s nncs

Effective Date

Servicers aw encouraged fo implement thes= policy changes as early 05 APS and VS become avallabile on Jaruary 1
2015 however, servicers ars reguired fo iImplement these changes by March 1, 2015, unless otherwise noled in this
Lender Lebey

Borrower Initiated Termination of Conventional Mortgage Insurance Based on Original Value
of the Property
The servicer musl Lake e folowng sheps 10 avalume the bosrowet's request for Mi leemination because of & cutalment
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Selling Guide SEL 2018-05

Selling Guide Updates

Included in the announcement were the
following:

MH Advantage™ Properties

Inspection of MH with structural
modifications

Flash Settlements for MBS

DU Bankruptcy and delinquency
assessment

HomeSter® Energy in DU
HomeStyle® Renovation Forms
Multiple Appraisal policy clarification

MI Code update on Approved Mls and
Related ldentifiers

Fannie Mae

Selling Guide Announcement SEL-2018-05

June 3, 2018

Selling Guide Updates

Thw Seling Gesde has been y

* W Advantage™ Propertie
*  inspection of Manufacture
*  Proect Standards Updaie
*  Flaah Settement for MBS
o Deskicp Underanter® (DL
*  HomeStyle® Energy in DU
*  HomeStyle Renovation Ft
o Masceiansous Seling Ge

Eoach of P updates is deecrit
Seling Guwde provides full ded
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Selling Guide SEL 2018-04

Selling Guide Updates

— Native American tribes and their
instrumentalities as eligible providers for
Community Second Mortgages

— Property Inspection Waiver Updates for
Disaster Areas

* Loans in process where an appraisal as
been ordered and submitted and the
property is in a designated disaster
area, property will become eligible for a
PIW on a future transaction if it meets
requirements of Chapter B4-1,4-10,
Property Inspections Waivers

Fannie Mae

Selling Guide Announcement SEL-2018-04
May 1, 2018
Selling Guide Updates

The Selng Gusge has boan updated 1o ncude changes 10 e folowng:

* Natwe Amencan Tribes 25 Commursty Seconds® Providens
«  Proparty inspachion Watvers Offered After 2 Desastor
«  Moosianoous Selng Gude Update

Each of the updales s describad below. The affected logacs K each polcy changs ae keted on e AZachment. The
Saling Guick provides Rl 0s0ails of the policy changes. The upaated topics are datea May 1, 2018

Native American Tribes as Conununity Seconds Providers
Generaly, Natve Amencn tnbes am r as nabores, makng them similar 0 foderad, stalo, or

our Commungy mongage
and thes soveregn iInstrumentilties s sfigithe providers. This updale SUPRONS ou owSeveeMsbmm
Amedican endng

Effective Date
Lencers may Immediately bogin using Natve Amencan tribes and thar on ¥ - a5 slgitie Conmmurty
Second mongage and conation providers.

Property lnspection Waivers Offered After a Disaster

Cumantly, he Saling Gude cescnibes the poicies that 3pply 10 the uso of a proparty Inspaction waker (PIA) for loans in
process {not closed or closed, Dut not delivered) whene the property = localed 1 a dsaster area With Sis update, we are
Wmutumlmommdw;a 0 propety aler & drsaster has ocowrmed. Afler a Bsastee oocurs, if we
mmﬁwamnammmmmmnaﬂhmamm
umsm Larydars iy ensross Mese e PRV offees in oo with thé recue of
\rapacton Wavers. For exampie, mm,ummmwawmmmnmmmwrmm
and In T coming monts, Wil Iecsive offers on propertias mmpacind by Humicanes Harvey and ma. if an
apprasyl performed on those properties post-humicane was submilied 1o Farnie Mae

Effective Date
Lesders should el comforiadie aosrGising Mese wabvers a8 Jong 08 they Mest our standand PIW requnements

Miscellaneous Selling Guide Update
Tha Master Terms and Condtions of the Softwara Sutscrption Agreemant wore updaned by the Masr Teoms ae

,,g ;13,&@;] 15 ; nmmwfﬂ 2m8, mmmmmmnmm:amh'ﬁ
4 lmmmm ). All references % tha

W &nmmm and a new eference added 10 AJ 101, Fanmm Mae's
Tachngiogy P S Seflers/senicars may ahso actess Ifes updated document via Tachrgay Mang e Refer 10 he

Desktop Underwriter
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DU 10.2 June Updates

DU Updates Effective June 23,
2018

— Bankruptcy and Mortgage Delinquency
Assessment updates

— HomeStyle Energy Updates (anything entered in
these new fields, the casefile will be underwritten
as a HomeStyle Energy Mortgage)

» Two new fields added to DU
— Energy Improvement Amount
— PACE Loan Payoff Amount

— DU Income Validation Service

* DU will confirm income is eligible for income validation
by reviewing months/years on job first (min 12 months
is required)

— Potential Casefile Reuse

» DU casefile or the Doc File ID may not be used more
than use and a new error message will appear if a
lender attempts to do so

— |IPC Data Field Retirement

— HFA Preferred™ and Preferred Risk Sharing
» Updated messaging

— Detached Condo Updated Messages

Fannie Mae

Desktop Underwriter/Desktop Originator Release Notes

DU Version 10.2 June Update
April 24, 2018

Dunng the weekend of June 23, 2018, Fanne Moe wil implement an update to Deskiop Underwmter® [DU*) Verson
10.2. The changes in this relesse will apply 1o DU Version 10.2 loan - o or to DU on or ofter
the weelend of June 23, 2018

This reease includes updates 0 e folowing

* Bankruptcy and Morgage Delinquency Assesament
* HomeStyle® Energy

* DU Validation Service

* Puteniinl Casefile Reuse

s IPC Data Fiekd Retrement

* HFA Preferred™ and Prefemed Risk Shaning

* Updates 1o Align with Ihe Saling Guide

Bankruptey and Mortgage Delinguency Assessment

DU obtams informaton from the credit reporn and detammines # & Lonower Nad declared bankiuptey, of f the DOOwer hae
a morgage that has been delinguent. This information is Then used in the eligibiity assessment of ihe loan casedie 10
Getermine

* K bankruptcy woling penod requirements hove Deen met, and

*  whebier the loan casedile meets our morigage delnquency policy

With this updabe, lenders will have the abiity 1o matruct DU 1o disregard baoknupicy micemation in the slgbilty
assesament that is incotrect of dus 10 extenuatng croumeiances, of deregard excessve mortgage delnguency
Information that is ncorect

Inaccurate Bankruptey

When DU idertfies & bankrpicy on the credit repodt and that infonsaton is insccurste, the lender may malruct DU o
duregord that bankruplcy iInformaton in the slgibiity assessment. This can be done by entering “Confirmed CR BK
Incomect” in the Esplanation Hie! for questicn b in the Deciamtions section of e DU loan appicstion, and resubimining
e loan caselie to DU When DU sees thin ndication. (he Ganknupdcy mdormabon on the credit report wiél not be used n
he sigiety pesestment

DU wil then issue a message stating that the bankruptcy mformation was not used i the eligbity assessment because
DU was snstructed by the user to underwmie the loan casefile without £ The lender must then document that the bomower
cd not declare banknspicy, or that loan meets the appicabie waming pencd reguirements
+ aChapter 13 bankruptcy must be two of more years of dismussed four of more years from e dsborsement

date of the new laan, o
« afl other barknupicy types mest be discharged or dismissed four years o more years from the disbarsement

Axte of the new loan

Desktop Underwriter
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Selling Guide SEL 2018-01

Selling Guide Updates Fannie Mae

- Federal Income tax repayments may be InCIUded In Selling Guide Announcement SEL-2018-01

DTI instead of payoff e January 30, 2018
Selling Guide Updates

— Waive project reviews for all detached condo units o St G s b st e chmges ke
(excluding manufactured homes) and allow use of C- ooy

*  Mamor Litgation n Projecs

T-P financing for detached condo units oo |
— Expands project-related minor litigation criteria i) ranmia Mas

Each of the o
Zafng Guste

— Removes field review for properties with values over Desktop Underwriter/Desktop Originator Release Notes

DU Version 10.2

$1,000,000 with LTV/CLTV over 75% e | N—

be mchadet n
Dunng Me weekend of March 17, 2010, Fannie Mae wil implement Deskiop Underwrer® (DU®) Version 102, which will

— Requires lenders to choose the most reliable TR e e

The changes n the relesse wil Ky 10 new an canefies mueutind 1o DU o0 or after the weshand of March 17, 2018
- - - * The mnde Lot casefiles cramied in DU Vessian 10,1 and resubimitind after the weshend of March 17 will contous 10 be underwrifien
appralsal when two app raisal are obtained Svougn DU Vession 10.1

. - aop
ote an The changes in this reissse nclocs updates 1 e folowng

o ouieny * DU Fomk Apsessment

DU Updates rocky = MorseSes Remavain Horomge

Ay * Propery Insgecton Warst

* Condo Project Revew Messageng

— Fannie Mae “Fine Tuning” the DU risk assessmentto D00 wsos .
limit risk layering but NOT changing risk factors L
— HomeStyle Renovation eligibility updates v —
« Increasing LTV to 97% for 1-unit primary homes oy e

thanges went into eftect, we are fime-tuning DU's rsk as:

DU Risk Assessment
OU Verwon 102 will intlude an adjustment to the DU credt risk assessment tat budds on e underwrang simpthcation

roduced st summer with DU Verson 101

10 1) enabiod ans wilh Gedi-30-0Coms Mlics above 45% (wp 10 SO%) 10 rety on DU's
3 specific rules that had peaviously sel macinwm I0an-10-vaked rato and
zang the proffe of loans deliversd to us since the DU 30.1

nausance This update SURPOMS O COMMItMent 1S Prudent fisk Management, halping lenders &

— Property Inspection Waiver messaging updates Conin 1 7038 an S ossouraahE S50 5 aTowe T A 0 1 oo

evaliated by DU

Setautt risk while

e ned tack

DU Version 10 2 wil also include the use of the Expenan rended credt data recerved i the credit report as part of the:

— Condo Project Review messaging updates et e T 0 kst o e Y e S S s, Experan,

Transbnicn

— Housing Goal messages will now appear e

Due %0 incressad sdarsst in fanovation Snanc the icloewsg anhancemants wil be made 10 P HomeStyle Renovason
mocigage ehighiity requirsmants with DU Var 02
- o The macem slowable LTV, CLTV, and HCTLY ratios wil e incrensed 10 97% for 1-amil, princina
— Retirement of DU 10.0 ek tame o oo alag ot omt sian Cumtonfiont, T Soushnats St it indl oua VG
be o first-tme home buyer on purchase rarsacsons, and that the existing nan be Fanmes Mae.owned on
Imited cash-cut refinance tranaactions, will continue 1 agply.

2
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Selling Guide Announcement SEL-2017-10

» Allow lenders to underwrite loans (either with DU or

through manual underwriting) for borrowers who Fannie Mae
have frozen credit at only one of the three national
credit repositories_ Selling Guide Announcement SEL-2017-10 S .
. «  sas - . ecember 19, 2017
* Provided a definition and additional guidance on Selling Guide Updates
prem'um pnClng The Selfiing Guide has been updated to nclude changes to the following:
. « Underwriting Borrowers with Frozen Credit
* Updates related to legal changes regarding Texas . ;exa:fgfinso;mms
. . . se mium Pricing
Section 50(a)(6) refinance loans. ¢ oo ety e i i BN
. sent an aran’ ehed oans Impacted by a Disaster
« Align the Selling and Servicing Guides by clarifying -z e e T
the waiting periods for when an LLC is transferred TSy
. - Each of the updates is described below. The affected topics for each policy change are ksted on the Attachment. The
to an individual borrower through a cash-out Selling Guide provides full details of the policy changes. The updated topics are dated December 12, 2017.

refinance transaction

Underwriting Borrowers with Frozen Credit

« Provided that loans with certain disaster-related ggg:;;@;j:zgz:{pﬁ“::m:mts'zmpmﬁmhsmm
forbearance remaln ellglble for representat|0n and We are updating the Selling Guide for both manually underwritten and Deskiop Underwriter® (DU®) loans to specify that i
. . the borrower’s credit information is frozen at one of the credit repositories, the credit report is still acceptable as long as
warranty relief based on payment history. ol ke el Sk s ppae:
. . . = 3 credit score is obtained from at least one of those two repositories, and
» Added requirements for Seller/Servicer internal R i o
audit and management controls e
- Expanded the Loan Delivery application to include DU R e R e
Early Funding functionality, replacing the Funding e e s i e A S S 0 A R W
EX ress a ||Cat|0n loan casefiles itted or resubmitted to DU beginning the weekend of November 18, 2017.
p p p ) Texas Section 30(a)(6) Loans

On November 7, 2017, Texas voters app d to the Texas C: itution affecting home equity lending. The
amendments changed a number of provisions regardlng Texas Section 50(a)(6) loans, however the impacts to the Sefiing
Guide are minimal. (The Guide requires the lender to comply with the law and does not describe the requirements of the

017 Fannie Mae. Trademarts of Fannis Mae SEL-2017-10

~ ,f,,
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Selling Guide SEL 2017-09

Selling Guide Updates

— Exception made for Inter Vivos
Revocable Trusts

— Clarification of Mortgages Paid by
Others

* The full PITIA may be excluded
from the DTI provided no rental
income is being used from that
property

» The mortgaged property must still
be included in the borrower’s
multiple financed property count &
the UPB for the mortgage must be
included in the calculation of
reserves for multiple financed
properties

Fannie Mae

Selling Guide Announcement SEL-2017-09
October 31, 2017
Selling Guide Updates

The Selling Guide has been updated to include changes to the following:

Servicing Execution Tool™ (SET™) and Servicing Marketplace
Inter Vivos Revocable Trusts

Consofidation of eSign and Electronic Transactions

Mortgages Paid by Others

Form 1004D as Opticnal for Uniform Collateral Data Portal (UCDP)
Miscellaneous Seling Guide Updates

Each of the updates is described below. The affected topics for each policy change are listed on the Attachment. The
Seliing Guide provides full details of the policy changes. The updated topics are dated October 31, 2017.

In addtion, revisions to the Texas Security Instrument are described i this Announcement.

Servicing Execution Tool (SET) and Servicing Marketplace

In D ber 2014, we introduced the Servicing Execu()on Tool (SET) Burcation option for concurrent transfers of
servicing vta the Pncmg & Execution — Whole Loan® (PE-Whole Loan) committing platform, under which the selling
for the delivered loans are bifurcated from the servicing duties, obligations, and

responsnbll ties.

With this update, we are expanding access to the bifurcation of selling and servicing representations and warranties
avaiable through PE-Whole Loan. In addition, we are introducing the Servicing Marketplace an application designed to
enhance and bring new concurrent transfer of icing options to s. This exp is designed to simplify the
customer experience related to concurrent transfers of servicing i and provide ity of sale, . and
process efficiency. In order for a seller to join SET or Servicing Marketplace, the eligibility criteria oul!med in the Se!.ling
Guide must be met.

As a reminder, specific lender approval is required to participate in the SET and Servicing Marketplace solutions.

Effective Date

Loans delivered against PE-Whole Loan servicing released commitments taken on or after December 4, 2017 will be
bifurcated if seller participates in SET or Servicing Marketplace.

Inter Vivos Revocable Trusts

Normally, Fannie Mae deems property in which no borrower has a direct ovmership interest as ineligible collateral. An
exception has been granted for infer vivos r ble trusts, a estate p g tool that may involve instances
where no individual borrower has an ownershtp merest in the mortgaged pmpeny We have made changes to the Selling

Guide to clarify the distincti the i and the infer vivos revocable trust as owner of an interest
in the mortgaged property. We also clarify our exp ions for the ion of notes and mortgages.
© 2017 Fannie Mas. Trao=manks of Farmie Mas SEL2017-08 1074

Desktop Underwriter
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DU 10.0 and 10.1 November Updates

Borrowers with Credit Freeze -
Updated weekend of November 18

— DU will underwrite if only one repository is
frozen

» A warning message will be issued by DU
reminding lenders of their responsibility

— If two repositories are frozen DU will
ISSue an error message

—If no credit score is generated by the
two repositories available, DU will
underwrite under the guidelines specific
for borrowers without traditional credit

Fannie Mae

Desktop Underwriter/Desktop Originator Release Notes
DU Version 10.0 and 10.1 November Update
October 17, 2017

During the weekend of November 18, 2017, Fannie Mae will update Deskiop Underwriter® (DU¥) Version 10.0 and
Wersion 10.1 to include the change described below. This change will apply to DU Version 10.0 and Version 10.1 loan
casefiles submitted or resubmitted to DU on or after the weekend of November 18, 2017.

Frozen Credit Report Update

DU currently issues an ermor message when a borrower has a security freeze on their credit report with Equifax, Experian,
or TransUnion. DU will now be updated to underwrite loan casefiles when a bommower has placed a freeze on their credit
report at only one of the three credit repositories.

When credit is frozen at one of the three repositories, the loan casefile will be underwritten using the credit data received
from the other repositories, and DU will issue the following Potential Red Flag message.

Bazed on the credi dafa received, a borrower has frozen their account with one of the credit repositories. No data
from that reposifory was weed in undemwriting the loan cazefile. The lender remainz responszible for prevenfing
fraud, which includes, but iz not limited fo, enzuring the borrower's idendity has been verified. In addition, the lender
must continue to investigate any habilties or derogatory credit that is disclozed by the b buf not reflected on
the credit report.

When credit is frozen at one of the three repositories, and no credit scores are received from the other two repasitories,
DU will evaluate the loan casefile using the guidelines specific to bermowers without traditional credit and issue a Potential
Red Flag message. This new message will inform the lender that the borrower has frozen their account with one of the
credit repositories, there is no data available from the other two repositories, and that the lender remains responsible for
ensuring the borrower's identity has been verified and any credit disclosed by the borrower is investigated.

NOTE: If credit is frozen at two or more of the credit repositories, DU will issue an Error recommendation
and a message stating the loan casefile cannot be underwritten because a borrower has frozen their
account af two or mare credit repositories.

Additional information regarding manually undenwritten oans for borrower who have placed a security freeze on their
credit report will be provided in a future Sefling Guide update.

For More Information

For more information about these Release Notes, lenders may contact their Fannie Mae customer delivery team; and
mortgage brokers should contact their DO sponsoring wholesale lender. For technology considerations, an Integration
Impact Memo will be posted on the Technology Integration page.

Desktop Underwriter
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Credit Freeze FAQ’s

FEDERAL TRADE COMMISSION

CONSUMER INFORMATION

?SE%EF:& C re d it F reeze FAQS Vea esta pagina en espafiol

HOMES & SHARE THIS PAGE 0 o @

MORTGAGES

If you're concerned about identity theft, those reported mega- Related Items
HEALTH & data breaches, or someone gaining access to your credit
FITNESS report without your permission, you might consider placing a C H r ,.K &(

credit freeze on your report. YOUR Cr }

JOBS & REP RT

MAKING MONEY

. . Your Source for a Truly
What is a credit freeze? Free Credit Repo...

PRIVACY, Does a credit freeze affect my credit )

IDENTITY & score?
ONLINE SECURITY Does a credit freeze stop prescreened
credit offers?

Limiting Unwanted Can anyone see my credit report if it is frozen?
Calls and Emails <
How do | place a freeze on my credit reports?
How do | lift a freeze?
Protecting Kids Online What's the difference between a credit freeze and a fraud alert?

Online Security

What is a credit freeze?
BLOG Also known as a security freeze, this tool lets you restrict access to your credit report, which in turn makes it
more difficult for identity thieves to open new accounts in your name. That's because most creditors need to

VIDEO & see your credit report before they approve a new account. If they can't see your file, they may not extend the

https://www.consumer.fic.gov/articles/0497-credit-freeze-fags

'\-\\ .’f
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Day 1 Certainty™

—— DAY1
CERTAINTY

Day 1 Certainty

Day 1 Certainty™ gives lenders freedom from representations and

warranties plus greater eed and simplicity, and enables an improved
borrower experience.

What's New Transform Your Business With Day 1 Certainty, Get Freedom...
Day 1 Cartainty Mar 282017 Find out how we can help you transform your Freedom from paper-based processes with
Policy Clarifications business, validation of income, assets, and employment

The Selling Guide has been
updated to reflect policy
clarifications for the Desktop
Underwritar (DU) validation
sarvice and certainty on _— 1 —_—
appraised value

components of Day 1 CER NTY

Certainty.

Seae DU Validation Service

Freedom from appraisal requiremants on seligible
refi transactions

See Property Inspection Waiver

L M Freedom from reps and warrants on appraised
.s
carnm ore value

Ovearviaw

Resource Guide OnDemand el.earning Courses Sao Collatoral Underwriter

DU Validation
Varification Report Vandors needed t ' d varviaw ¢ LA TIAT
updated

arvice DUW/DOFanmea Maa Conneact rcr lential:

Introduction to Day 1 Certainty
Data Vendor Process A

Implementing Day 1 Certainty: DU Validation
Press Release Service, Property Inspection Waiver, and Certainty

an Appraisad Value

DU Validation Sarvice Overview: Income,
Employment, and Assets &

DU Validation Searvice: Quality Control QOverview

https://www.fanniemae.com/singlefamily/desktop-underwriter-validation-service

R
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https://www.fanniemae.com/singlefamily/desktop-underwriter-validation-service

DU Validation Service

Optional Service via DU — Lenders Must Activate to use

— Execute contract with vendor(s), then execute contract/agreements with Fannie
Mae

— Validation Options for Income, Assets and Employment verified by Third Party
Data Vendor (i.e. The Work Number® from Equifax®)

— Tax transcripts used from a tax transcript Service used for Social Security
Income, pension/retirement income, and self-employment income for sole
proprietors (schedule ¢ income)

— Lenders can use one or all of the services

— DU validation service will be applied for ALL DU casefiles underwritten by
participating lenders that have activated the service

1T
e,

M
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DU Validation Service

— Lenders obtain borrower consent then orders the “verification report(s)”
— Lender reviews report for any discrepancies with borrower
— Lender enters details into DU and submits
— DU obtains a “duplicate” report from the vendor using loan number or reference
number. (Lender loan #, social security number must match in DU to the report)
— DU performs its own income and asset calculation to arrive at a value that is
compared to DU.
— Employment status can also be verified
— DU returns messages related to the components submitted for validation:
* Income is validated on a per-borrower and per-income basis
 Assets are validated on a loan-level basis
* Employed is validated on a per-borrower and per-employer basis
—When a component of the file (income, assets, or employment) is validated in
DU, Fannie Mae will not enforce representations and warranties with regard to:

* Accuracy of income calculation, asset calculation, and borrower employment status at
the time of closing

* Integrity of the data from the designated vendor

M
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How It Works-Income Example

Income Calculation Example: Base + Bonus Income

The Work Number Report

Information Current As Of: 3372016

Rate of Pay: %4,000 Monthly
Year Base Pay Overtime Commission Bonuses Other Income Total Pay
2016¥YTD £9,880.00 50.00 $0.00 $5,000.00 $0.00 $14,880.00
2015 $46,000.00 $0.00 $0.00 $4,500.00 $0.00 $50,500.00
2014 $45,000.00 50.00 $0.00 $5,000.00 $0.00 $50,000.00

N

DU validation service calculation:

Base = $4,000

Bonus = [$5,000 (2016 bonus) + $4,500 (2015

bonus)] /

DU messages:

1) Base income for John H of $4,000 entered on the online loan application has been validated using Verification af Income (VOI) data. The

24 months = $395.83

Owvertime:

Bonuses

N\

Base Income

DU 1003 , .4

$4,0000.00

report from The Work Number is acceptable documentation to support this income.

2} Bonus income for John H of $395.83 has been calculated using Vertfication of Income (VOI) data, which is lower than the bonus income
entered on the online loan application for the borrower. The borrower's bonus income must be supported by a paystub and W-2s covering the
maost recent twe-year period, or by a standard Verification of Employment (1005). The paystub must be dated no earlier than 30 days prior to
the initial loan application date and it must include all year-to-date earnings. Additionally, the paystub must include sufficient information fo
appropriately caleulate income; otherwise, additional documentation must be obtained. If a standard Verification of Employment (1005) will

s ﬁLI")A i FE} Base income

th Bonus incomi

be obtained it must include all year-to-date earnings, as well as prior year earnings if a W-2 is not being provided. For guidance on borrowers

with less than a two-year history of receiving bonus income, or for any additional information on the verification of bonus income, refer to the
Selling Guide. Direct verifications provided by a third party employment verification vendor are acceptable if completed in accordance with

the Selling Guide.

Desktop Underwriter
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DU 10 and Trended Credit - FAQ’s
FannieMae

DU Version 10.0

Frequently Asked Questions

Dunng the weekerd of June 25, 2016 Farmie Mae wil implement Desitop Underwmier® (OUE) Verson 100 The
changes included in s releasa wil apply 1o new foan casedles submitied to DU on or after the weekend of June 23

2018

How does the amount a borrower pays on their credit card account demonstrate how they will pay their

mortgage?

The trended credit data will be used by the DU risk assessment to evaluate how the borrower manages
his/her revolving credit card accounts. A borrower who uses revolving accounts conservatively (low
revolving credit utilization and/or regular payoff of revolving balance) will be considered a lower risk. A
borrower whose revolving credit utilization is high and/or who makes only the minimum monthly payment

each month will be considered higher risk.

To put it into perspective, holding all else equal on a loan...

Research has shown that
borrowers who

are

than borrowers who

Never exceed their limit

75% less likely to become
delinquent

Exceeded their credit card limit in the last
12 months

Pay off their credit card every month

60% less likely to become
delinquent

Only make their minimum payment each
month

DU Version 10.2 will also include the use of the Expenan trended credit data received in the credit report as part of the
credit nsk assessment. The DU risk assessment will now include trended credit data from Equifax, Expenan, and

TransUnion.

Desktop Underwriter
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Fannie Mae HomeReady®

Our low down payment mortgage designed to help lenders confidently
serve today's market of creditworthy low- to moderate-income

HomeReady

borrowers

— Designed for Low-to
moderate income
borrowers

RHOMdy

Ideal HomeReady Borrowers

HomeReady Comparison

Lo QIR PR Benefits HomeReady FHA
* Have low to moderate Income
—_— See Home Ready s Ara first-tima or repaal homebuyers Rsquired down 794 3.5
Webpage for more details * Have limited cash for down payment poeyment
* Have a credit acore = 620; borrowers with
S G h [ What's New cradit scores > 680 may get even better Canceilable morigage  Yes No
— See Genworth Training == S peicing
Now Quarerly Sty * Have supplemental boarder or rental Income
H M Campass Are look o DU ofinance mmediste appralsal Yos No
on this specific product for .. o v o ®Ara Ipuking:0 it
H H timelir slated to Fannie P ,
fu rthel‘ |nformat|on Maa technology, policy Cancellable Mortgage Insurance® R bices i
training opportunitias, and e e LY
2 2 N amounts
- ~d Unlike governmant-insured lcans, with HomeReady
barrowers mea & the option to cancel their 1 Cantalnty Yog No

@ Fannie Mae

ing Webinars

their home equity reaches

Agege Insurance once
5. Thit

1 the road

dom from reps &
warrants

san resull in lower monthly payments avallable

Date & o .

Selling Notice | Time e e
May 22,2018 [8es Loo f an. 25 Flexible Funding

HomeReady* Income Limits 2018 Wpdy Mortgage 2t 2

i With HomeReady, cash for down-payment and closlr 3 can come from multiple sources, including
Area Viadan income sesmates (AM) ww priwiced (3 F areke Mae by o segeiator, e Facernd Hourg Nemarce glfte, grants, and Community Seconds * - with no minimum parsonal funda required
Agamiry. These ANB 3ot userd 1) deterrinsg SOrroweD SRty =1 Mooy monizeage lvers rRPﬁOIII’(‘PS
O e 23 2016 e 2098 HoveReady Niome My s 0 arglanestnd 1 Deshin LYomwner® (DU rd paldened
e a5, 3070, Lot chdstas sietted P01 A 22 wi cookus 1 taa 8 2017 i Por rmenty " [lifor Loan Otficers Get Started with HomeReady

underwcten Hooefiassy Tars, knders e ercouaged &2 Lae 25 2000 beals (veractately. Dt are segarer! b uae S
S04 10008 Wil REORGITON BNt O O My Augest 1, 2008

Fior ipam comaibe Bctrwtied O mstavwiad O oF s A0 21 2016, DU wit #ea vee fa 2018 nczere Sria and Conmes
fract Cemgraionm aten g He housng gosl Obesrraton messsges

Pt ! Tt AW 000 1 DL 400 00 Our webnde sy O hom Tt feadier Poomme eolinades posled s e U S
Cmparmmart of Foysng and Litiar Devwinpesent s swte

r

https://www.fanniemae.com/singlefamily/homeready?cmpid=sin082515
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General Lender Requirements

When underwriting loans with DU, the lender must:
— Employ prudent underwriting judgment
— Confirm the accuracy of the data it submits

— Ensure that the loan complies with all of the verification messages and approval
conditions

— Apply due diligence when reviewing the documentation in the loan file

— Review the credit report to confirm the borrower’s credit history was accurate
and complete

— Determine if there is any potentially derogatory or contradictory information

— Take action when erroneous data, contradictory or derogatory information are in
the loan file

Ll d
v,
-
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DU/DO Release Notes August 2018

DU Underwriting Findings Report

Updates to the DU findings report include:

= Emphasis, bolding and coloring to certain information
in the summary sections

» Track changes functionality added to enable users to
identify what messages have been changed, added,
or deleted from the existing submission as compared
to the previous version

= Easier identification of Day 1 Certainty® Messages
with an option for users to filter “on” Day 1 Certainty

Fannie Mae

Desktop Underwriter/Desktop Originator Release Notes
DU Findings Report Re-Design Update
Aug. 28, 2008

During the weekend of Sept. 22, 2098, Fannia Maa wil smplament 3 new version of e Desitop Underwrer” (DU*)
Undermeting Frodngs report. The new report wil be am option avafiable tor DU Version 40 1 ang DU Verson 10.2 loan
casofiea afer e woskend of Sept. 22

DU Underwriting Findings Report

Trwe ooy Upaates 1 Uhe ook Teel o funcSonadty of B DU UndeewtBng Fndegs report wil Be made 1o

ATPIDee Clanty and waahity

¢ Emphasas, boking and colring Wil be 30000 10 Cartam rionmation I 1ie SUTmary secions

Tack changes funcionality will be acded 10 enabie wsers 10 Kentfy What messages have been changed

acded, of Gakated rom e axISENg SUBMESSION 35 LONYaET 1 P6 PIvious varsion

¢ Basie naregaton funclionally will D addad that wil enadés Lsans 10 Quchly o Dom One Secson ofhe
report 10 another

¢ Eamer pectficabon of Dy § Cartanty™ messages wih an option for users % fiker on Day § Cartarty
messages. Fersstont “Day 17 Rags will dspiay nat 1o Day 1 Cantainty messages.

messages. Persistent “Day 1” certainly flags will
display next to Da 1 Certainly messages

Bolding, bulleting and hard returns will be added in
the body of ~ 117 messages to add emphasis and
improve

¢ Bolang buleting and tard ratams will be added In Ine body of appraamataly 117 Messages 10 addenghass

00 arpeoes Teadatalty The ted oF OAMN Massaoss Wil 0 e Lcuted 1 mpoove ciamy

¢ Dolir amount formaling wil e changsd 10 nchuds apohcatie conmmas (Le_ $100000 .00 wiibe ssen 2=

$100.000 00)

¢ Messages will ha aaser o gttty with the nchesion of the unicie message 1D numbats o ihe end of

mes=ages

¢ Anew Day 1 Certtanty section wil be 2ddoc which dsplays elgiaity satus for DU valaason serveco

Property lrspocson Watws (P1W) and Colateral Rep § ‘Warmank rebel

o Two Be s Wil e 2006 0 PDF and an enhancad HTME. As D POF 15 2 stalic s, e new

NaAgIbon, Yack ChanQes and Nienng fSeafusss e not svadatse in it format

Wrile the now summary sectons wil be shown on boih DU Version 10.1 and DU Version 10 2 ioan casefies, e changes
%0 ha emamng of the Message taxd wil ondy be shown on DU Version 102 ioan casefies

= Messages will be easier to identify with inclusion of
the unique message ID number at the end of

messages

= Anew Day 1 Certainly section will be added which
displays eligibility status for DU validation service,
Property Inspection Waiver (PIW) and Collateral Rep
& Warrant relief

Tha new DU Underaritng Fndings repon, avadalse 25 an entanced HTVL of POF, sl be optional. There will be no impact
10 the semting HTVL, TXT, of XWL {coded Sndngs | versons 3t s e, or 10 the DU Underwrting Findings repor for F544
or VA loan casefies underwriten frough DU

0T The Dsantp Cromat™ (DOPLOU Lisir Mertace Wit Bw cxAied (h wesand of St 22 10 Aok
the new varsions of e OU Undenriing Fodings report. Cusiomess who recave e DU Underwrting Finaings
report dvectly o thes fan angmencn system (L OGS woullf need o condact Mer LOS vendr 10 oefavmme when
the new version of the regort wad be avaladlke

Implemented weekend of Sept 22 for casefiles submitted to DU 10.1 and
10.2 (formatting of message text will appear only on DU 10.2 casefiles

~ ,f,,
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Sample Existing DU Findings Report

Review of the Different Findings Report Sections

DU Underwriting Findings

— SUMMARY
Ehgible
"'M Bomowe  Jolin Homeoner CoBormowss Marv Homeawner
Lender Loan Number 1] Casefile 1347546993
Submission Date 09152017 0223PM Submitted By 2083 7jna
First Submission Date 09 152017 02-16PM OAS Version 10.1
Sutwnission Number >
Mortgage Information
LTVICLTVHOLTY B B oon,  Mots Rate 4250%
Housing Expense Raso 173%  Lown Type Conrvenpional
Dedtit-$o-Income Ratio 1107 Loan Term 350
Totat Loan Amount S240000 00 Amcetization Type  Frved Rate
Salen Price $31250000  Lown Purpose Puarchase
Actual Estmaned )
Appratsed Value $312500.00  Refi Purpose
Property Information
Propenty Ad¥ess 2505 S Creek Street Number of Units 1
Mesa AZ 85208 Occupancy Stalus  Prumary Residence
Property Type Detached
RISKIELIGIBILITY

The risk profile of this joan casefile appears to meet Fanuie Mae's pudelines
2 Thas loan casefile appears 10 et Famme Mae's eligsbilary requiresnents,

3 The nsk assesament of the kom casefile may not be sccurafe because (he folloning accousts
om the Joan apphicatioa did not have 3 peuomm monthly pavnent and DU was unable 10
calculate 2 accurate debi-10-tacome rato. The fender st ensure the DTT used tn the ik
assesument is acoumate. If 2 paymnent muit be included m the DT the pavment amount must
e entered om the loan applicatson and the loan casefile resubustted to DU If the tomusmun
monduly pavment 5 $0. the Jender must incinde documentation wn the loan file confimung the
$0 parvment amovest, Deferred mstallmnent debts mmmst be wcdoded a4 pan of the bomrower's
recameg mondhly debt chligations. For student Joazs, the lender muvy qualify the bomrower
with the SO pavment 1f there 1§ documenranon to support that the $0 pavinens i associated
with an ncowe-driven repavmest plan; altematively. the lender wmst either use (%6 of the
ootstandeng balance 35 the estznaied pavment or derive 3 fully anomamg pavaent usag the
sudent foan docwnentation

ﬁ'mma |Creditor JAccount Number Balnte «l
E Potw Homeownes  [SALLIE MAE | V50254544 S000
FINDINGS

4 The following nek factors represenr swrengths w the boorower's loan agplicanon
-~ _____________________________________________________m

A
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Sample Summary Section

Existing and New Summary Section of DU Findings Report

DU Underwriting Findings Summary of Findings
SUMMARY Casefile 1D Reca dati
Recommendation Approve/Eligible e,
Primary Borrower Tohn Homeowner Co-Borrower Mary Homeowner 139748 ApioreTasiiiole
Lender Loan Number IT Casefile ID 1347545004
Submission Date  00/15/201702:23PM  Submitted By a0837jna Borrowert ot Supmission Humbsr :
First Submission Date (09/15/2017 02:16PM DU Version 101 =
Submission Number 2 Borrower 2 Mary Homeowner Submission Date 07262015 11 40AM
M age |nforma'| ion Landar Loan Numbear RitP1=2MI_11 First Submission Date D28 2NE 01457
%%
LTVICLTVHCLTV 80.00% Sg(;)g‘[‘]:; Note Rate 4250% DU Version 032 Submitied By wBE35ymn
00%
Housing Expense Ratio 7.73%  Loan Type Conventional
Debt-to-Income Ratio 11.09%  Loan Term 360 Mortgage Information
Total Loan Amount $250000.00 Amortization Type  Fixed Rate
Sales Price $312500.00 Loan Purpose Purchase MO ¢ TBO0% | 78003 426500
Actual/Estimated $312500 00 Refi P LTVCLTVHCLTV MOU% ! FEOUS ( 7B.00% Note Rete P
Appraised Value : urpose
Housing Expense Ratic 273% Loan Type Canvantions
Property Information == o
Property Address 2303 § Creek Street Number of Units 1 Bebstedoeomis Bets. a EomToro a0
Mesa, A7 85208 Occupancy Status  Primary Residence -
Property Type Detached Tota! Losn Amount £76,C00.00 Amortizstion Typs Fixed Aate
RISK/ELIGIBILITY Doy Pt %0.00 Loan Purpose [ S—
1 The risk profile of this loan casefile appears to meet Fannie Mae's guidelines. G SR eas Ren Puiposs N e
Appramad Velue
2 This loan casefile appears to meet Fannie Mae's eligibility requirements.
Months Reserves ?
3 The risk assessment of the loan casefile may not be accurate because the following accounts
on the loan application did not have a mininmm monthly pavment and DU was unable to )
caleulate an accurate debt-to-income ratio. The lender must ensure the DTT used in the risk Property Information
assessment 1s accurate. If a pavment must be mcluded in the DTI. the pavment amount must
be entered on the loan application and the loan casefile resubmitted to DU. If the minimum Property Address et Waskington, Number of Units 1
monthly payment is $0. the lender must include documentation in the loan file confirming the pe.2
$0 payment amount. Deferred installment debts must be included as part of the borrower's Occupancy Status Primary Residenre
recurring monthly debt obligations. For student loans. the lender may qualify the borrower Propery Type Thandchyect

with the $0 pavment if there is documentation to support that the $0 pavment is associated
with an income-driven repavment plan: alternatively. the lender nmst either use 1% of the

outstanding balance as the estimated pavment or derive a fully amortizing payment usmg the Day 1 Certainty
student loan documentation.
[Borrower |Creditor [Account Number [Balance | Property Information
[Tohn Homeowner  [SALLIE MAE | 05025452 5000.00]
P @ rorigin N ew
FINDINGS
4 The following risk factors represent strengths in the borrower's loan application: Coilateral Rep & Warrant o Eigoin

1-\':*1‘:?

Desktop Underwriter 26 GBHWDI”[ '3}*\?1
L4 A1



Sample Messages

New Enhanced Coloring of Messages Added, Changed or Removed

Existing Messages

VERIFiCATION MESSAGES/APPROVAL CONDITIONS

1n

According to the Socal Secunity Adnunistration {SSA). the Social Secunity mznber (SSN) for Penzy
Public exther has not been tssued, or was recently issued The SSN acomracy nwast be confirmed, and
1f ncorrect, the SSN muss be updated and the loas casefile resubmetied to DU 1f e SSN &
deternmned 1o be correct. @ newst be validated durectiy with the SSA (direct validaton by a therd pasty
s acceptable), and the Joan must be dedivered with SFC 162 17 the SSN cannot be vafiduted with the
SSA. the loan & not eligible for delvery to Fanse Mae

Thus Joan 15 also subyect to all other lender specified conditions and gmst cooply with all apphcabile
federal, state, and local lws and regulations

I the Joam casefile kas not already closed. the followmg documents hrve expared While the
document vahues Bave been used o the underanting analysis. obtain paore recenf documents and
tesubanit the loan casefile to DU, Al credit docraments must be 20 mose than four months old co the
note date. For gaidelines on the ape of the appraisal or ropesty inspection repost, refer to the Fanmie
Mae Sellng Gude

gw Document Trpe Document Date ]

Kredit Report 3012017
A Lender Credit hias been entered in the Detals of Transactson. If the lender credit 1s not the result of
presuum venity that the lender 3 not affihated with an issevested party to the transaction. 1f
e lender & with an miteresied pasTy 10 the tansaction, venty that the Jender creds plus e

seller comtributsons do not exceed the mterested pasty contnbution lemits specified in the Sellng
Gwde The case 15 ineligible for delivery to Fannie Mae 1f the lender credats phas the seller
coatnbutions do exceed the hauts specified m the Sellmg Guide:

This oaq casefile was underwnitten as 2 HomeStyle Repovation Morigage The lender delivering this
joan to Fannie Mae must have separate lender approval to delsver HomeStyde Renovatios Morgages,
and must also ensure the loan congples wath all HomeStyle Renovation Mortgage pusdelines
specified i the Faamie Mae Selling Gusde

1f these is 3 home equaty Sine of credit sectuzed against the subject property the maxinuem allowable
HCLTV & 95 percent and the terms of the bonwe equity line of credit nuast be verified for complunce
with the Fanme Mae Sefling Guade. The HCLTV calculanon 1 based on the muntmun credit linut of
the eqairy line

Loass Leved Price Adjusament suay be applied when thes loan 1 delivered 10 Fazane Mae. Refer 10 the
Selkng Guede and Loas-fevel Price Adyustment (LLPA) Marix os fantsensse coms for specific
detadls

Mortgage insurance 1 required. The lender may exther obtan morgag e ¢ age of at least
6% with an MI Joan-level price ady of obtain coverage of 12%. Refer o

the Loan-] hﬁMMWMMmMmtwwﬁ:mk Verify the mongage
WMFEANCE prensnm &5 accurately reflected in the Joan application

Credit and Liabilities

For the following liabilities. the mowthly payment on the cradit report deffers from the monthly
pavment on the 1003 by more than the selected tolerances Desitop Uniderwriter uses the values from
the 1003 o cakculate the dedi-1o-incomse ratio. For each Bability. provide doc 2t

Y

Examples of the Show Changes (Track Changes) Function New

) now crargen (@0

24 ADDED
According to the Sociadl Secutity Adminiatration (SSA), tha Social Seourity number (S58) for John Homsownar aither
Has pot heert issusd, or was recenily issued, Ths SSN accuracy must te confirmed, and i1 incomect, the SSN must e
Opdased and 1he loan camllle ressbmated to DU, If the SSN (& coturmined 10 be comrect, B must oo vaidoted diracsly
with 1 GSA [dlract validaion by i Third party b sccartabiel, kv the loan mus be dallvwesd with SFC 162, 11 1he BEN
cannat 96 vatidatod with the SSA, the loan is not eligibie %or dellvary to Fannic Mae. {(MSG 1D 2807)

2B CAANLLD

DU returned the followng standardized addreas and ceasus tract for the subject proparty: 10.2, BO/GU Development

Lender 1, 1007482846 2. %ea
Thin bs the adcrasa tiat DU used in Its propanty valustion snd fialdaork recommmndation,

+  Ragaroiaes of the proparty Fekwork reauired by DU, If this addrass is not validd for e sqbksct propsety, 0 appraisal
based on an intanar and extarior property Inspection reporied on Farm 1004 |s rauired ‘or this ransaction.
If the =ubject property i locsted in 8 condominium peojsct. the appraisal must be reported oo Foem 1073

IMSG 1D 1673)

32 AEMCNED

The DorTowermuet

v P ortian ol &
.4 ahovo-oontreL "

. Notemard v 1 i i GOF v 5 " a ol vertha
s

RErAGHIPOm NI & 68001 RIS Hay-£01-Ho Weod 46 Fualilyiag Inoma MSG 10 1825

Examples of the Day 1 Certainty Flag and Table Formatting

DU accepts the value submitted os the: market value for this subject property. This joan i ehgible for delivery to Fannie
Mae without an apprasal and ks eligible for represantation and warranty r=lisf on the value, condition, snd markatatidity

of tha subjact property if the Property Inspection Waivar (PIW) is exercised by the landar at tha time of loan dalivary by

including Spetial Feature Code 801 and the Casafile 10 in the loan delivery file

If tha walvar 13 nat exercised, an appralsal based on an intsrior and exterior propeny inspaction s required far this

transaction,

Desktop Underwriter
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Sample Messages

Filtering Options of Messages New Enhanced Coloring of Messages

Added, Changed or Removed

Existing Messages

VERIFlCATlON MESSAGES/APPROVAL CONDITIONS

12

14

According to the Social Security Adnunistration {SSA). the Social Secanty mznber (SSN) for Penzy
Public exther has not been issued, or was recently issued The SSN acomacy nuast be confirmed, and
1f noorrect, the SSN muss be updated and the loan casefile resubmuetred to DU 1f e SSN 1
desernmned 1o be correct. @ nest be validated directty with the SSA (direct validahon by a therd pasty
15 acceptable), and the Joan must be delivered wth SFC 162 11 the SSN cannot be validated with the
SSA. the loan & not eligible for debvery to Fanse Mae

Thus Joan 1 also subgect to all other lender specified conditions and gmst comply with all apphicabie
federal, state, and local laws and segulations.

I the Joan casefile kas net already closed. the followmg documents have expared. While the
document valves kave been used 1o the underamting analysis. obtain more recent documents and
resubanit the loan casefile to DU Al crecit docronents mmust be 10 nsose than four months old co the
note date. For gidelines on the ape of the appraisal or propesty inspection sepost, refes to the Fanmie
Mae Sellng Guide

Eﬂv Document Trpe nt Date ]
v Public Credit Report 012017 |

A Lender Credat has been entered in the Detasls of Transactson. If the lender credit is not the result of
presuum venify that the lender 35 not affibated with an 4 party 1o the 1
e lender &8 with an mteresied pagTy 10 the transaction, venty fhat the jender credas plus e
seller comtributions do not exceed the mterested pasty contnbutson lemits specified in the Sellng
Gude The case is ineligible for delivery to Fannie Mae if the lender credits phas the seller
coatnbutions do exceed the hauts specified m the Sellmg Guide

This oan casefile was underwritten as 3 HomeStyle Repovation Morigage The lender delivering this
Joan to Faamie Mae must have sepasate lender approval to delyver HomeStyde Renovatios Morigages,
and must also ensure the loan consples with all HomeStyle Renovation Mortgage gusdelines
specified i the Fazmie Mae Selting Guade

If these is 3 home equaty hine of credit sectred against the subject property the muinuem allowabe
HCLT\':ﬁpamﬂihlmd&hmemmhmduﬂmlhsmﬁdhme
with the Fanme Mae Seilling Gude. The HCLTV caiculation 15 based on the mntomun credit It of
The eqairy line

Loans Leved Price Adjusament sy be applied when thas loan s delivered 10 Fazone Mae Refer 10 the
Selbng Guede and Loas-fevel Price Admsmment (LLPA) Matrix os fansensse cons for specific
detadls

Mongage insurance 1s required. The lender miay either obtan morigage msarance coverage of at lest

6% with an MI Joan-level price of obtain age of 12% Refer to
the Loan-leved Pnce Ad Masnx oo fa mhwﬁtdﬂ:k\mmmnw
MUEANce prensmm 5 accurately reflected in the Joan application

Credit and Liabilities

For the following liabilites. the monthly payment on the cradit report deffers from the monthly
pavmesnt on the 1003 by more than the selected tolerances Desktop Uniderwriter uses the values from
the 1003 to calculate the ded-10-inconse ratio. For each Rability. provide docunsentation Bl suppoets

Examples of the Filtering Function

New
oS i

With Filtering
Show Changes o View ’ Day 1 Canalny v |
. : 11 w Verification Messages /
Verification Messages / Approval Conditions | Netoaton Neseeps/ (@)
n ’ 17 This loan casefile may have gone through the DU validation servica. Any vendor eports need to ba retained In the foan Employment and
file. The lendsar remains rasponzibla for [nvestigating any contredictary information in tha loan file. (MSG 1D 3008 Income
Employment and Income

n ’ 23 Varification of Employmant and/or Income {VOEO} information an Alica Firstimar was not racsived from The Work
Numbar. Erthar information was not ordarad from Tha Work Number by the iandsr, Tha Work Number did not have
Information on the borrower when the lender placed the order, or the Lender Loan Number and borrower Soclal
Security Number entered on the onling loan application do not match thoss provided to The Work Number. (MSG 1D
2799)

’ 24 Tox return information on Peany Public’s income was not received from Equitax. Elther informalion was not ordered
from Equifax by the lender, Equifax did net have information on the borrower when the lender placed the ordes, or the
Lendler Loan Number and borrower Social Sacurity Number entared on the online loan application do not match thoss
provided to Equifax, (MSG 10 2808]

Mo Losapeekar WEGTAR LOAN 3 e 8100000
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Sample Messages

New Bolded and Bulleted Message Format

Existing Messages

VERIFICATION MESSAGES/APPROVAL CONDITIONS

1n

u

Accordisg 10 2 Soaal Secunty Admusssanos (SSA), e Secual Secunry manber (SSN) for Pennry
Pubisc esther has 0ot bees (wwoed 0r was recently isvsed The SSN accuracy must te coufbrmed. and
if meomect. the SSN st be updated and the Joan casefile yesubmmisied 1o DU_ I the SSNis
Geterossed to be comect, # must be valudated directly with dhe SSA (derect validanon by lMpm
15 accepeatie). and e lan mest be delivesed wih SFC 162 1f the SSN cannot be validated with the
S5A. the loan 1 not eligible for delivery to Fatsue Mae

This Joan & alwo subsect 10 all other leader specefied continons and mest comply Wil all spplicable
faderadl stare aad Jocal laws sad senuilations

1 the Joan cavefile haw not alveady closed. the followmg documents have expued Wide e
docunent values dave beea wied i the madervrnag analyss, obtun mode recear docamenty and
resshunt the loa caefile to DU All credit documents mmst be 0o mose than fo meonths old on the
note date. For puidelines on the ape of the appeaisal or property mepection report, refer to the Fazme
Mae Seikag Gude.

S —s e m— - —

A Lender Cradir has been emcsed in e Detadi of Tramsaction If the lender credit 5 pot e sesult of

presumm pricing. venfy that the lender & not affikated with an usterested party 1o the tansaction. H
hudauaﬁhmmnwmmkmmmhmhmmmm
weller cosmritmtions do sof excend the interested-party contribution lanuts specified in @e Selling
Gusde The cxne @ insiigible for delevery 10 Fanoe Mae if the Jender coedins plins e seller
contribrmicas d0 exceed the linuts specified i ©e Selling Guide

Thas Joan casefile wmn 25 2 HoastStyle R Mortgage The lendes deliversng fhas
loan % Faesmie Mae gt have sepante lendes appe % deliver B yie R Mengage
and smst also exsure the loan comphies wih 2 HomeStyle R M del

apecified m the Faomie Mae Selling Geade S

H these 15 2 home equaty lie of credss secured agamst the subect propesty the maxummam allouable

HCLTV 15 95 pescent and the terms of the Rome equty line of creda must be venfied for compliance

:rh}‘mllxsﬂbcm The HCLTV caloulation i based oo e saxiams ceedit Tt of
ey lioe

Lover Level Price Admastment sy be apphied when this Joum is delivered to Fatmee Mae. Refer 10 the
WM:&L@.*MMAMM)&M@W<MMQ«|&

Morypage swurmor w requaced The lender may eifer obeain mongige imwrance coverage of ot leaut
@ with an MT loan-Jevel prace adj o odean age of 12% Refer o
the Loan-Jeved Price Ad Matnx oo faans mﬂ:wp«:ﬂzdﬂﬂ\hﬁhmmpp
msaance presuum i accurately reflacted m Se oo apphcation

Credit and Liabilities

For the following Eatelities, $he monthily povment! om the credit seport differs Gom the moutldy
payroest on the 1003 by moee than Se selecied toleramces. Deskscp Underutiter mes the values from
the 1003 to calculuie the debe o -iucome oo For each Sabuley, provide Socumentanon that supports

Examples of the New Bolded and Bulleted Messages Format New

34 Based on the credit repon obtsined trough DU this ioan c2s28]s must close on or before 5047078,
« AN credit documents mest be na more than four months oid oo the nots date, and
» For guidetines on the ace of the aporsisal or property nspection report, refer o the Selfine Cuids.
(MSG 1D D420)

35 DU coss notinciuds cash baok receivad from the transacton in the borower's tazh ressrves cafcw/aton. Thersfora, the
smount of cash back, $775.00 has not been inducsd in cash resanse IMSG D T113)

NOTE: For DU Findings Underwriting Reporis viewed in the PDF fite format. The bolding may be replaced with a

Additional File Formats e

DU Findings wil add two additional file types:

* Anew HTML format that incorporates the updated look, feel, track changes and fitenng functionality,
and improved message readability. The format and dispiay updates to the DU Underariting Findings
report describad above will only impact the new HTML version of the Findings report. None of these
changes wiibe seen on the DU Underwriting Findings report for FHA or VA loan casefiles underwritten
through DU.

« A PDF option of the new HTML format which will be zipped in a 54 b encryption.

For mtegration considerations regardng these new file formats, refer to the DU Underwniing Findings Integration impact
Memo posied on the Technoloay Infearation page.

Desktop Underwriter
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Analyzing Reports

SUMMARY: Contains “DU” Recommendation and Purchase Eligibility
FINDINGS SECTION: Indicates strengths in the file/loan application

VERIFICATION MESSAGE/APPROVAL CONDITIONS SECTION: Contains
minimum DU requirements for documentation and potential red flag
messages

OBSERVATIONS SECTION: Contains “FYI” for you and your lender

UNDERWRITING ANALYSIS REPORT: Modern 1008/Summary of the
transaction

LENDER GUIDANCE FOR USE WITH APPLICANTS: Will appear only on
Refer/w Caution Recommendation

REPRESENTATIONS AND WARRANTIES: (NEW) Will appear only when
lender is relieved of certain reps/warranties (Day 1 certainty or Enforcement
relief on property value)

Ny
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Sample DU Findings Report

Summary Section DU Underwriting Findings

SUMMARY
. “ . Recommendation Approve/Eligible
—Contains “Recommendation primary Borower Tovm Homeownes  CoBorower  Mary Homeorner
Lender Loan Number JJ Casefile ID 1347546994
Submission Date 09/15/2017 02:23PM Submitted By a0837jna
First Submission Date 09/13/2017 02:16PM DU Version 10.1

Submission Number 2

LTWICLTWHCLTY 80.00% 32{]03;‘;“ Mote Rate 4.250%

Housing Expense Ratio 7.73%  Loan Type Conventional
SUMMARY E

—> Recommendation Approve/Eligible

Primary Borrower John Homeowner Co-Borrower Mary Homeowner
Lender Loan Number JJ Casefile ID 1347546994 i
Submission Date 09/15/2017 02:23PM Submitted By a0837jna
First Submission Date 09/15/2017 02:16PM DU Version 10.1

Submission Number 2

Wing accounts
on the loan application did not have a mininmm month] pavmentand DU was unable to
calculate an accurate debt-to-income ratio. The lender nmst ensure the DTT used in the nsk
assessment is accurate. If a pavment must be included in the DTL the payment amount must
be entered on the loan application and the loan casefile resubmitted to DU. If the minimum
monthly pavment is $0. the lender must include documentation in the loan file confirming the
50 payment amount. Deferred installment debts must be included as part of the borrower's
recurring monthly debt obligations. For student loans. the lender mav qualify the borrower
with the $0 pavment if there is documentation to support that the $0 payment is associated
with an income-driven repavment plan: alternatively. the lender must either use 1% of the
outstanding balance as the estimated pavment or derive a fullv amortizing pavment using the

student loan documentation.
Borrower Creditor JAccount Number Iﬁahm'e
John Homeowner [SALLIE MAE 93023432 3000.00
FINDINGS

4 The following risk factors represent strengths in the borrower's loan application:

1-“‘\"*?;
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Recommendations

All other Recommendations have been discontinued

DU Recommendations

Approve/Eligible
Approve/lneligible

Refer with Caution

Out of Scope

Error

Desktop Underwriter
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Recommendations - Eligible

ApprovelEligible

Eligible for Fanme Mae's limited waiver of certain mortgage Yes, as long as the mortgage loan satisfies the applicable

loan eligibility and underwriting representations and requirements related to limited waivers as described in

warranties? thiz Guide. (5ee A2-2.1-04, Limited Waiver and
Enforcement Relief of Representations and Warranties for
Mortgages Submitted to DL )

Satisfies Fannie Mae's credit rizsk standards/assessment? Yes

satisfies Fannie Mae's mortgage loan eligibility criternia? Yes

Eligible for delivery to Fannie Mae? Yes, if all approval conditions have been met.

Ny,
Desktop Underwriter 33 G enwort h E” | -1
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Recommendations - Ineligible

Approvelineligible
Eligible for Fannie Mae's limited waiver of certain

maortgage eligibility and underwriting representations and
warranties?

Satisfies Fannie Mae's credit risk standards/assessment?

aatisfies Fannie Mae's mortgage eligibility criteria?

Eligible for delivery to Fannie Mae?

Mo (zsee A2-2.1-04 Limited Waiver and Enforcement Relisf
of Representations and Warranties for Mortgages
Submitted to D)

Yes, assuming that there is no additional credit risk
associated with the eligibility criteria that are not satisfied

No

Mo, unless the lender either resolves the issue that
resulted in the ineligibility, or has a negotiated contract
that specifically permits delivery of the mortgage (also
stated as a negotiated vanance 1n its Master Agreement
that covers the ineligible condition specific to the loan
transaction).

Desktop Underwriter
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Recommendations - Refer with Caution

Refer with Caution

Eligible for Fanmie Mae’'s limited waiver of certain mortgage Mo
eligibility and underwriting representations and warranties?

Satisfies Fannie Mae's credit risk standards/assessment? Mo, not the standards for DU loans
Satisfies Fannie Mae's mortgage eligibility criteria? Mo, not the eligibility criteria for DU loans
Eligible for delivery to Fannie Mae? Mot as a DU loan

R
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Recommendations - Out of Scope

QOut of Scope Recommendation

An Out of Scope recommendation indicates that DU is unable to underwrite the particular product,
mortgage, or borrower described in the submission.

Any mortgage that receives an Out of Scope recommendation must be manually underwritten.

DU Out of Scope Recommendation
— DU is unable to underwrite the particular product, mortgage, or borrower

described in the submission
* Cash Out, Purchase and construction loans with a CLTV > 105%

 Balloon Terms greater than 30 years
Mortgages that receives an Out of Scope recommendation in DU
— Must be manually underwritten per the Selling Guide; or
— Not delivered to Fannie Mae

R
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Underwriting Borrowers Without Traditional
Credit

DU Version 10.0 includes the ability to underwrite loan casefiles where
no borrowers have a credit score.
A tri-merged credit report must be requested for all borrowers on the

loan application.

— If the credit report indicates a credit score could not be provided for any of the
borrowers due to insufficient credit, the loan may be eligible to be underwritten
using DU Version 10.0

Note: Lenders must ensure that the credit report accurately reflects the bormower’s infarmatdion,
such as the name, Social Securnty number, and current residence address of the borrower to canfirm
that the lack of traditional credit was not erroneously reported because incomect information was
used fo order the credit report.

R

Desktop Underwriter 37 GBHWDI’th 3}+F.
Fyy



Underwriting Borrowers Without Traditional
Credit — Eligibility Guidelines

For loan files where no borrowers have established traditional credit,
DU will apply the following additional guidelines:

— Principal residence where all the borrowers will occupy the property

— One-unit property (not a manufactured home)

— Purchase or limited cash-out transaction

— Fixed-rate

— Conforming loan amount (may not be a high-balance loan)

— LTV, CLTV and HCLTV may not exceed 90%

— DTI must be less than 40%
» DU will require the lender verify at least two non-traditional credit sources for each
borrower, one must be housing-related

* A 12 month history is required for each source
» See Fannie Mae’s Selling Guide for guidance

Loan Casefiles That Do Not Meet These Guidelines Will Receive An “Out Of Scope”

Recommendation
These loans may still be eligible for manual underwriting to existing guidelines for non-traditional credit

'\-\'\L*fff
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Verifying Housing Payments
B3-5.4-03: Verification and Documentation of Alternative Credit

Documenting Rental Housing Payments

If the source of verification for a borrower's rental housing payments is a party other than a professional management company, the
lender must obtain 12 months of canceled checks or other evidence of timely payment of the rent—for example, bank statements
showing the rental payment being paid each month.

If canceled checks or other evidence of timely payment of rent are not available, the lender (or the credit reporting agency) must
check appropriate public landlord-tenant records for the past two years for court filings, judgments, evictions, and dismissal of eviction
actions. Third-party vendors may be used to conduct the public records checks.

Public record checks that yield no evidence of court findings, judgments, or evictions are only verification that the payments were
made at some point. This verification is not considered to be definitive evidence that rental payments were made in a timely manner.
Consequently, the checking of public records cannot be considered as one of the three or four credit sources required to establish a
nontraditional credit history. The lender must still verify that the borrower has met the required minimum number of sources of
nontraditional credit.

DU Version 10,0
Frequently Asked Questions

g om swmabnral of Apows 25 2008 Farvvm Mas sl ionpaarrmet Dwsiiop Lnaent ool (DUR) Versan 100 Tiw
Fhargien Fndiated (0 s reimane vl appry o oerw en castben sitamdied 10 ER) 0 e b e weshend of June 9
J0

Q17. When the borrower without traditional credit lives rent-free and does not have a housing-related source of
nontraditional credit, could the loan be eligible for delivery to Fannie Mae?

Borrowers who do not have credit scores and are relying on nontraditional credit sources to qualify must
document a housing-related source of nontraditional credit. If the borrower is not able to document a
rental history as a source of nontraditional credit, the loan is not eligible for delivery to Fannie Mae.

NOTE: For borrowers that have traditional credit, a housing-related credit reference is not required.

cuf,
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Sample DU Findings Report

DU Underwriting Findings

Summary Section

SUMMARY
. Recommendation Approve/Eligible
—Mortgage Information PrmayBorower g Someornes | Coonowr Moy Homoroe

Lender Loan Number 7T Casefile ID 1347546994

Submission Date 09/15/2017 02:23PM Submitted By a0837jna

Ijrfi_slbrfl_ls‘sm_nLD?te {39 15/2017 02:16PM DU Version 10.1
SUMMARY N
Recommendation Approve/E]jgible Z;;O:;nona]
Primary Borrower John Homeowner Co-Borrower Mary Homeowner 8 e
Lender Loan Number JJ Casefile ID 1347546994 Purchase
Submission Date 09/15/2017 02:23PM Submitted By a0837jna
First Submission Date (09/15/2017 02:16PM DU Version 10.1 ]
Submission Number 2 Primary Residence
Mortgage Information Py cnes

o/ |/ o/ |/ ements.
LTVICLTV/HCLTV BL00 00051 i it 4.250% B
80.00% o e
Housing Expense Ratio 7.73%  Loan Type Conventional B oo aomount et
Debt-to-income Ratio 11.09% Loan Term 360 i i{{;ﬂmhe
Total Loan Amount $250000.00 Amortization Type  Fixed Rate o past ofthe bomover s
Sales Price $312500.00 Loan Purpose Purchase ﬁf:;fe?‘u; Tociated
Actual/Estimated ortizing payment using the
25
Appraised Value $312500.00 Refi Purpose
John Homeowner |SALLIEM‘KE | 950254;2(] o 5000.00]

FINDINGS

4 The following risk factors represent strengths in the borrower's loan application:

Desktop Underwriter
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ARM Qualifying Rate

Qualifying Interest Rate Requirements

Transaction Type DU and Manual Undarwriting
Fixed-rate mortgages Mote rate
ARMs with an initial fixed-rate penod of five years or less Greater of the note rate plus 2% or the fully indexed rate

ARMs with an initial fixed-rate penod of greater than five

Greater of the note rate or the fully indexed rate
years

Additional Information About ARM Qualifying for DU Loan Casefiles

For DU loan casefiles, the fully indexed rate is defined as the index plus the margin as entered in the online
loan application. The index and margin are required for all ARM loans submitted to DU,

If “Lender ARM Plan” is used in DU, DU uses the interest rate entered in the ARM Qualifying Rate field. If
no interaest rate is entered in that field, DU uses the note rate plus 2% to qualify the borrower,

Always Enter The Index And Margin On ARM Loans

2y,
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Sample DU Findings Report

Risk/Eligibility
—Why NOT eligible
— How underwritten (specific product/program)

— Potential inaccuracies
RISK/ELIGIBILITY

1 This case does not meet Fannie Mace's eligibility requirements.

2 This loan casefile is incligible because the LTV cannot exceed 95 percent for fixed-rate HomeStyle
Renovation Mortgage transactions secured by a one-unit principal residence,

3 Based on the data entered, the total amount of lender credits appears to exceed the total of the
estimated closing costs, discount points and prepaids. The lender must review the transaction as
lender non-borrower credits may not be used for down payment,

3  The risk assessment of the loan casefile may not be accurate because the following accounts
on the loan application did not have a minimum monthly payment and DU was unable to
calculate an accurate debt-to-income ratio. The lender must ensure the DTI used in the risk
assessment is accurate. If a payment must be ineluded in the DTI. the payment amount must
be entered on the loan application and the loan casefile resubmitted to DU. If the minimum
monthly payment is $0. the lender must include documentation in the loan file confirming the
50 pavment amount. Deferred installment debts must be included as part of the borrower's
recurring monthly debt obligations. For student loans. the lender may qualify the borrower
with the $0 payment if there is documentation to support that the $0 payment is associated
with an income-driven repayvment plan: alternatively. the lender must either use 1% of the
outstanding balance as the estimated payment or derive a fully amortizing payment using the
student loan doecumentation.

Borrower Creditor [Account Number [Balance
John Homeowner SALLIE MAE 950254520 S000.00

'\-\"L*.:Iff
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Sample DU Findings Report

Verification Message/Approval Conditions
—“Heart “of the Findings Report
— Provides minimum documentation
— Refer to the Selling Guide for more information
— Follow specific investor overlays, if applicable
— Genworth MI Simply Underwrite for your DU Approve/Eligible loans

o

VERIFICATION MESSAGES/APPROVAL CONDITIONS

5

According to the Social Security Administration (SSA). the Social Security number (SSN) for
John Homeowner either has not been 1ssued, or was recently 1ssued. The SSN accuracy must
be confirmed. and if incorrect, the SSN must be updated and the loan casefile resubmitted to
DU. If the SSN 1s determined to be correct. it must be validated directly with the SSA (direct
validation by a third party 15 acceptable), and the loan must be delivered with SFC 162. If the
SSN cannot be validated with the SSA. the loan 1s not eligible for delivery to Fannie Mae.

This loan 1s also subject to all other lender specified conditions and must comply with all
applicable federal, state. and local laws and regulations.

Based on the credit report obtained through Desktop Underwriter, this loan casefile must close
on or before 01/01/2018. All credit documents must be no more than four months old on the
note date. For guidelines on the age of the appraisal or property mnspection report, refer to the
Fannie Mae Selling Guide.

We Will Review These Messages In Detail On The Next Few Slides

Desktop Underwriter
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Sample DU Findings Report

Verification Messages Broken out by Topic:

—General messages
*Potential Red Flag Messages
*Document Expiration date
*MI requirements
—Credit and Liabilities
*Bankruptcy, foreclosures, charge offs
-Late pays
—Employment and Income
*Documentation requirements
—Assets and Reserves
Amount to verify
Liquidation
—Property and Appraisal Information
*Appraisal Type
*Project Review Type
—Reps/Warranties (Day 1 Certainty)
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Desktop Underwriter Potential Red Flag
Messages - Updated

Messages Must Be Cleared

—Provides message text
—Why message appeared

@ Fannie Mae

Desktop Underwriter Potential Red Flag Messages
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Sample DU Findings Report

Verification Messages Broken out by Topic:

—Sample Potential Red Flag message
*Social Security Alerts

VERIFICATION MESSAGES/APPROVAL CONDITIONS

10  According to the Social Security Administration (SSA). the Social Security Number (SSN)
entered for Mary Homeowner may not be associated with him/her. The SSN accuracy must be
confirmed, and if incorrect, it must be updated and the loan casefile resubmitted to DU. If the
SSN is determined to be correct. it must be validated directly with the SSA (direct validation
by a third party is acceptable), and the loan must be delivered with SFC 162. If the SSN
cannot be validated with the SSA. the loan is not eligible for delivery to Fannie Mae.

2
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Sample DU Findings Report

Verification Messages Broken out by Topic:

—Sample general messages
*Document Expiration date (Note it is four months, not 120 days)
*MI coverage requirements would be found under “Verification Messages”, if applicable

VERIFICATION MESSAGES/APPROVAL CONDITIONS

I

According to the Social Secunty Admimstration (SSA), the Social Security number (SSN) for
John Homeowner either has not been 1ssued. or was recently 1ssued. The SSN accuracy mmst
be confirmed. and if incormrect. the S5N must be updated and the loan casefile resubmitted to
DU. If the SSN is determined to be correct. it must be validated directly with the SSA (direct
validation bv a third party 15 acceptable). and the loan mmst be delivered with SFC 162. If the
SSN cannot be validated with the SS5A . the loan is not eligible for delivery to Fanme Mae.

This loan 15 also subject to all other lender specified conditions and must comply with all
applicable federal state. and local laws and regulations.

Based on the credit report obtained through Desktop Underwnter. this loan casefile must close

on or before 01/01/2018. All credit documents must be no more than four months old on the €
note date. For gmdelines on the age of the appraisal or property inspection report. refer to the
Fannie Mae Selling Guide.

If there 15 a home equity line of credit secured against the subject property the maxinmm
allowable HCLTV 1s 97 percent and the terms of the home equity line of credit must be
verified for comphance with the Fannie Mae Selling Guide. The HCLTV calculation 15 based
on the maximum credit limit of the equity line.
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Credit and Liability Messages

Verification Messages Broken out by Topic:

—Credit and Liabilities

*Bankruptcy, foreclosures, charge offs, late pays, omitted accounts

*What accounts were indicated as “to be paid off”
*Mortgage that need additional attention

Credit and Liabilities

11 With the exception of 30-day accounts, evidence of payoff of the following debts must be

included 1n the loan file.

Borrower

|Creditor

Account Number

Balance

John Homeowner

UNIVERSAL VISA

6011785239 950.00]

12 The following accounts listed on the loan application were omitted from the underwriting
calculations. For each liability that belongs to the borrower, provide documentation that
supports the omission. If any of these accounts will be paid prior to or at closing, those
accounts must not be omitted, but marked paid by closing and the loan casefile must be

resubmitted to DU.

Desktop Underwriter
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Significant Derogatory Credit Events

B3-5.3-07, Significant Derogatory Credit Events — Waiting Periods and Re-
establishing Credit (07/29/2014)

Summary — All Waiting Period Requirements

The following table summarizes the waiting period requirements for all significant derogatory credit evenis.

Derogatory Event Waiting Period Requirements Waiting Period with Extenuating
Circumstances
Bankruptcy — Chapter 7 4 years 2 years
or 11
Bankrupicy — Chapter 13 + 2 years from discharge date = 2 years from discharge date
+ 4 years from dismissal date = 2 years from dismissal date

Multiple Bankruptcy Filings | 5 years if more than one filing within the past 7 years | 3 years from the most recent discharge or
dismissal date

Foreclosure ! 7 years 3 years
Additional requirements after 3 years up to 7

years:
= 00% maximum LTV ratios 2
* Purchase, principal residence
= Limited cash-out refinance, all

occupancy types
Deed-in-Lieu of 4 years 2 years
Foreclosure,
Preforeclosure Sale, or
Charge-Off of Morigage
Account

Not ALL Lenders Allow For Extenuating Circumstances

A
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Selli ng Gulide B3-53-09: DU Credit Report Analysis (03/31/2015)

Event

Bankruptcy
Foreclosure

Deed-in-Lieu of Foreclosura
Preforeclosure Sale

Morigage Charge-Oif

Measurement of Waiting Period

+ [fthe completion, discharge, or dismissal dates (as

applicable) reflected in the credit report are complete
and appear to comply with the applicable waiting period
requirements, DU will issue a recommendation, but the
lender must still confirm that the waiting period has been
met and may base its determination on the disbursement
date of the new loan.

If the completion, discharge, or dismissal dates (as
applicable) reflected in the credit report are complete,
but do not appear to comply with the applicable waiting
period requirements, a Refer with Caution
recommendation will be issued. DU uses the date of the
credit repart to determine whether or not the applicable
waiting period has been met. The lender may obtain an
updated credit report and resubmit the loan casefile to
DU after the required time has elapsed or manually
underwrite the loan using the disbursement date to
confirm that the waiting period has been met.

If the completion, discharge, or dismissal dates (as
applicable) reflected in the credit report are incomplete,
the lender must confirm that the waiting period has been
met and may base its determination on the disbursement
date of the new loan.

DU is not able to determine when the event occurred.
Therefore, it is not able to confirm if the applicable
waiting period has been met.

The lender must condirm the waiting period requirement
has been met, and may base its determination on the
disbursement date of the new loan.

Desktop Underwriter
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Sel I I n g G u I d e B3-5.3-09: DU Credit Report Analysis (07/25/2017)

Prior Bankruptcy, Foreclosure, Deed-in-Lieu of Foreclosure, Preforeclosure Sales, and Charge-Off of
Mortgage Accounts

Per the requirements of B3-2.5-07_5Significant Derogatory Credit Events — Waiting Periods and Re-
establishing_Credit. an amount of time must elapse (the “waiting period”) after a significant derogatory
credit event before the borrower is eligible for a new loan salable to Fannie Mae. The waiting period
commences on the completion, discharge, or dismissal date (as applicable) of the derogatory credit event
and ends on the disbursement date of the new loan. Because DU does not have the disbursement date of
the subject loan, DU uses the date of the credit report to measure whether or not the applicable waiting
period has been met. However, because the credit report date may not result in an accurate calculation of
the waiting period (it is earlier than the disbursement date), the lender may use the disbursement date to
confirm that the waiting period has been met. See the table below for additional information.

Treatment of Timeshares |

Certain timeshare installment loans are reported in the credit report data as mortgage-related. In DU Version 10.0, these
agreements would be considered a mortgage and the appropriate mortgage delinquency requirements are applied. DU
Version 10.1 will treat all timeshare loans as installment loans.

(Remember DU Does NOT Know The Disbursement Date)

XY,
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Bankruptcy And Mortgage Delinquena
Updates

Updated DU 10.2

— With 10.2 lenders will have the ability to instruct DU to disregard bankruptcy
information in the eligibility assessment that is incorrect or due to extenuating
circumstances, or disregard excessive mortgage delinquency information that is
incorrect

— DU will then issue an message stating the bankruptcy information was not used in
the eligibility assessment because DU was instructed to underwrite without it.

— Lenders must document the borrower did not declare bankruptcy, or that the loan
meets the applicable waiting period requirements

— For mortgages reported in error, DU will issue a message stating the mortgage
delinquency information was not used in the eligibility assessment because DU
was instructed to underwrite without it

— Lenders must document the mortgage is not currently past due by two or more
payments and that it has not been 60 days or more past due in the last 12 months

1T
e,
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Bankruptcy And Mortgage Delinquengy

Updates

June
23,
2018

Updated DU 10.2 Sample Data Entry
— Check your specific policy if you are able to override DU with these options

Phiase covisw the fobowing quastions asd update as needed

joba & mary b
a. Ase there any outstanding judgments against you? No v No «
b. Hawe you besn deciarad bankrupt within the past I years? * Yes v No *
c. Have you had property foreclosed upon or given tite or deed in lieu thereof in the last 7 years? * / No » No
. Are you o paty to o liwseit? / No v
. Have you divectly or Indirectly been obligated on any loan which resulted in foreclosure, transfer of title i lieu of foreclosare, or judgment? I No v
I Are you presantly definquent of ia defaw on sny Faderal debt oc sy othes loan, Qe 1 obligation, bond, of loan guarames? No v
g. Are you obligated to pay slimoay, child support. or separate maintenance? / ‘ No v
I, 18 any port of the dows payment borrowsd ? / / Na v
I. Are you 2 co-maker or endorser on a sote? / / No v
. Are you 8 UL, citizen? * / / Yes v Yes
k. Are you 2 parmanent reskdent allan? / / No No v
1. Do yout intend 10 0GCupy the property a8 your primary residence? / / Yes v Yes v
m. Have you had 20 ownership interest in a property In the last 3 years? * / / Yes v Yes v
u . |
B john h B

john h

.|CONFIRMED CR BK INCORRECT|

™o a0 T P

john h

IJ.|CDNFIRMED CR BKEC|

P a0 Te

|
. |CONFIRMED MTG DEL INCORRECT| |
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Fannie Mae

Lender Letter LL-2017-02

Credit Update

Civil Judgements and Tax
: : To: All Fannie Mae Single-Family Sellers and Servicers
L 1ENS ON C r ed I t R € p 0 rtS Changes to the Reporting of Civil Judgments and Tax Liens on
— Most civil judgements and tax Credit Reports
I ie n S Wi | I n Ot a‘p pea‘r O n th e The three nationwide consumer credit reporting agencies (CRAs) — Equifax, Experian, and TransUnion — have announced
. plans to implement a public record dat_a standard effective in :July 2017 th..al.is de_signed o im_prm'e the accuracy of credit
C re d It re po rt reporis. The changes are expected to impact the types of delinquent credit identified on credit reporis.

With implementation of the CRAs' Mational Consumer Assistance Plan (NCAP), most civil judgments and tax liens will no
T M M T longer be included in credit reporis. The CRAs have stated that any impact to credit scores will be minimal, and that there
- I n I I I Ia I l I l pact to Cre It SCO res will be no impact to foreclosure and bankrupiey data on credit reports.
This Lender Letter pravides clarifications in response to questions we have received from lenders about how the credit

— i report changes will impact the Deskiop Underwriter™ {DU®) risk assessment, our requirements, and lenders’
DU does NOT use credit

responsibilities.

scores Reliability of DU’s Risk Assessment

Lenders can continue to rely on the DU risk assessment and recommendation. DU uses judgment and lien
T h S I I 1 G H d d f- information from credit reports as part of the comprehensive risk assessment. If the information is available on the
- e e I n g u I e e I n es credit report, DU will continue to use the information as part of the risk assessment. As a reminder, credit scores
are not considered in DU's comprehensive risk assessment (see Seling Guide B3-5.3-09, DU Cradit Report

lender responsibilities and s

To assess the impact to DU of the credit reporting changes, we simulated the expected results of the changes fo the

H reporting of judgments and tax liens on the credit report (including the absence of this information ). Our analysis indicates
req u I rel I le ntS Or payo O that, even when these items are not visible to DU and therefore not considered as part of the risk assessment, the overall

impact to the DU recommendation will be small and lenders can continue to have full confidence in DU's risk assessment

| ie nS ’ j ud g m e nts an d and Approve/Eligible recommendations.
. . - Loan Quality Center Post Acquisition Review Process
undisclosed liabilities

Background

We are updating our Loan Quality Center’s (LQC) post acquisition file review process appropriately to take imto
consideration the changes made by the credit bureaus. If during aur review, we find a loan that has a lien or
judgment that was not observable from the lender’s origination file, we will cite a finding only. When our LQC cites
a finding — and not a significant defect — it is to make the lender aware of this information. Moting a finding is
consistent with one of cur primary file review objectives of providing feedback to lenders to continuously improve
the loan manufacturing process. The finding will also allow us to track the effects of the credit report changes and
inform us of the potential need for any possible adjustments to this policy in the future.

As is the case today, we will rely on life of loan representations and warmranties as the resclution if there is a clear title and
first-lien enforceability issue identified subsequent to the post acquisitions review process even if a finding was initially
cited. See Selling Guide A2-2.1-07, Life-of-Loan Representations and Warmanties for additional information.

@ 2017 Fannie Ma2. Trademarks of Fannie Mae DE.13.2017 1of2
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Disputed Tradelines and DU 10.1

—When DU issues “Approve/Eligible” using the disputed trade lines:

* Include the payment, if any, in the DTI but no further documentation is required.

The following tradeline(s) were identified by DU as disputed by the borrower. Because DU issued an Approve
recommendation when including the disputed information in the credit risk assessment, no further action is

necessary.

Creditor

Account Number

Account Iype

ABC Creditor

123456789

Installment

—When loan casefile does not receive Approve recommendation including the
disputed trade line, risk will be assessed EXCLUDING the trade line:

The following fradeline(s) were identified by DU as disputed by the borrower. Because DU was not able to issue

an Apprave recommendation when including the disputed information in the credit risk assessment, the lender
must determine if the disputed account belongs to the borrower and confirm the accuracy and completeness of the

information on the tradeline. If the borrower is not responsible for the account or the information on the fradeling
does not accurately and complefely report the account, no further action is necessary regarding the disputed

tradeline. If the borrower is responsible for the account and the tradeline information accurately and completely

reports the account, the lender may manually underwrite the loan if the transaction is eligible for mamial

Note: Tradelines reported as medical debt (Account Type Code of MD or Remarks Code of E0166)
will not be shown in the disputed tradeline message if also reported as disputed, and fenders will not
be required to investigate the disputed medical fradeline.

underwriting
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Authorized Users

Credit Processing Continued..

— Authorized User Accounts: DU considers authorized user accounts in it’s credit risk
assessment. FICO scores may be impacted but DU’s risk engine looks at the trade lines
and makes a credit recommendation.

— Lenders should underwrite without the benefit of these trade lines unless your borrower is
the authorized user and you have confirmed they have been making the payments on the

account. . . p Yyt ;. s . s
DU has identified the following credit report tradelines as accounts belonging to an authorized user:
Creditor Account Number
Creditor Name 123456789

Accounts Paid off at Closing

— Funds must be verified to pay off the account (if indicated in DU loan to be paid, DU will
add amount to be verified); Underwriters will use discretion and MAY include a payment
even if the account is being paid off.

— Accounts may remain open after closing

With the exception of 30-day accounts, evidence of payoff of the following debts must be included in the
loan file.

Borrower [Creditor A ccount Number Balance
john homeowner [SALLIE MAE 950254520, 5000.00

R
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Credit and Liabilities

For loan casefiles underwritten through DU

— DU determines the maximum allowable debt-to income ratio based on the overall risk
assessment of the loan casefile

— DU will apply a maximum allowable total expense ratio of 50% for non-HARP loans

MORTGAGE INFORMATION QUALIFYING RATIOS DU 10.1 & 10.2
Loan Type Conventional . s

Housing Expense 1.73%
Amortization Type Fixed Rate ; o (10
i s Debt-to-Income 8.90%
Community Lending No

Payment Frequency  Monthly Maximum Allowable DTI

Lien Type First Mortgage The maximum allowable debt-to-income ratio (DTI) in DU will be adjusted in DU Version 10.1. Under the adjustment, DU
= will consider applications with a maximum DTI of 50%. For DTls above 45% and up to 50%, DU will no longer require
Amt. Subordinate Fin. S0.0() certain additional compensating factors. If the DTl on a loan casefile exceeds the maximum allowable DTI of 50%, the

loan casefile will receive an Ineligible recommendation.
Loan Purpose Purchase

Refi Purpose
Owner Existing Mtg.
Buydown No

DU Refi Plus™ loan casefiles submitted to DU Version 10.1 will continue to be subject to the maximum allowable DTI
applied to DU Refi Plus loan casefiles in DU Version 10.0.

Last year's update (DU Version 10.1) enabled loans with debt-to-income ratios above 45% (up to 50%) to rely on DU's
comprehensive risk assessment, and removed specific rules that had previously set maximum loan-to-value ratio and
minimum reserves reguirements for those loans. After assessing the profile of loans delivered to us since the DU 101
changes went into effect, we are fine-tuning DU’s risk assessment to limit risk layering.

This update supports our commitment to prudent risk management, helping lenders to better manage default risk while
continuing to provide sustainable homeownership options to bomrowers. There will be no change to the sk faciors
evaluated by DU.

2
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Credit and Liabilities

The total monthly obligation is the sum of the following:
— Monthly housing expense (PITI)

— Monthly payments on installment debts and other mortgage debts that extend beyond ten
months (including deferred installment loans);

— Monthly payments on revolving debts (unless evidence paid off)
« If debt (all types) verified paid by someone else for at least 12 months the payment may be excluded;
Policy includes all types of debts including mortgages
» Payment history must have no history of delinquencies in the most recent 12-month period

Mortgages Paid by Others

In our April Selling Guide Announcement SEL-2017-04, we simplified our requirements for excluding non-mortgage debis

SEL 2017-06 from the DTI ratio when the monthly payment is paid by ancther party. With this update, we are addressing mortgages
paid by others. When a borrower is obligated on a mortgage debt — but is not the party who is actually repaying the debt -
the lender may exclude the monthly mortgage payment from the calculation of the DT ratio if the party making the
payments iz obligated on the mortigage debt and can document the most recent 12-month payment history with no
delinquencies.

— Continued on next slide........

R
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Credit and Liabilities...cont

The total monthly obligation....cont

— 30 Day charge accounts -monthly balance will not be calculated in the DTI but included as
reserves in the “required funds to be verified”

— Do not Omit or mark paid by close
* Verify MOP is “O” on credit report and mapped correctly into DU

26 The balances of the following 30-day accounts listed on the loan application were mcluded in
the amount of reserves required to be verified. However, on transactions where reserves are
not required to be verified. the 30-day account amount required to be verified will be reduced
by any cash-out that the borrower will receive through the transaction. If the funds needed to
pavoff the account are not available due to the borrower paying off the 30-day account prior to
loan closing. the lender must provide documentation that the account was paid 1n full. and
omit the account from the online loan application in order for the balance to be excluded from
the amount of reserves required to be verified. If the funds are not available and the account
has not vet been paid off prior to closing. the lender must document that the borrower has
sufficient assets from eligible sources to payoff the account.

Borrower |Creditor [Account Number |Balance
John Homeowner  [Thirty Day Account 200.00,

— Monthly payments on lease agreements, regardless of expiration date of lease;
— Any net rental loss from a rental property

— Properties owned free and clear still have tax and insurance that must be documented and
included

2
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Credit and Liabilities...cont

Student Loans - Is it Deferred or in Repayment?

— Student Loans in repayment:

» Use the actual payment documented from credit report; If no payment listed
— Use verified loan terms from student loan lender

Documentation supplied by the borrower or

— 1% of the outstanding student loan balance

Or verify loan is an income based repayment and there is a zero payment due

Student Loans SEL 2017-04

If a monthly student loan payment is provided on the credit report, the lender may use that amount for qualifying purposes.
If the credit report does not reflect the correct monthly payment, the lender may use the monthly payment that is on the stu-
dent loan documentation (the most recent student loan statement) to qualify the borrower.

If the credit report does not provide a monthly payment for the student loan, or if the credit report shows $0 as the monthly
payment, the lender must determine the qualifying monthly payment using one of the options below.

- Ifthe borrower is on an income-driven payment plan, the lender may obtain student loan documentation to verify the
actual monthly payment is $0. The lender may then qualify the borrower with a 50 payment.
- For deferred loans or loans in forbearance, the lender may calculate

- apayment equal to 1% of the outstanding student loan balance (even if this amount is lower than the actual fully
amortizing payment), or

- afully amortizing payment using the documented loan repayment terms.

2
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Credit and Liabilities ...cont

The total monthly obligation is the sum of the following:

— Monthly alimony, child support, or maintenance payments that extend beyond
ten months SEL 2017-06 allows option to reduce income by the monthly Alimony obligation in lieu of a liability

Alimony Treatment

We are updating the Guide to allow more flexibility on the treatment of alimony paid by the borrower. Lenders will now
have the option of reducing the borrower's monthly qualifying income by the amount of the monthly alimony payment in
lieu of including it as a monthly payment in the calculation of the debt-to-income (DTI) ratio. Going forward, lenders may
choose to use either option — reducing income or treating it as a debt — when qualifying borrowers.

When using the option of reducing the borrower's monthly qualifying income by the monthly alimony payment, enter the
adjusted income figure as the income amount in DU. In this case, the lender can disregard the DU message requiring
inclusion of the alimony obligation as a monthly liability that is issued whenever the borrower declares on the loan

application that they are obligated to pay alimony. The lender must still obtain documentation confirming the amount of the
alimony obligation.

— Business debt in the borrower’'s name unless-
* the account in question does not have a history of delinquency,

* the business provides acceptable evidence that the obligation was paid out of company
funds (such as 12 months of canceled company checks), and

* the lender’s cash flow analysis of the business took the obligation into consideration

R
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Credit and Liabilities...cont

The total monthly obligation is the sum of the following:

SEL 2018-01 allows option to include a payment in the DTI if certain requirements are met

Federal Income Tax Repayment Plans

In the January Selling Guide update we also outlined conditions when an IRS tax repayment plan for delinquent federal
income tax payments may be included in the DTI ratio instead of requiring the lien to be paid in full prior to or at closing.
DU Version 10.2 will include the following to support this policy update:
= The message issued when a tax lien is found on the borrower's credit report will be updated to refer the
lender to the Selling Guide to determine eligibility to include the payment due under a federal income tax
installment agreement in the DTI ratio instead of requiring payment in full.

= A new DU message will be issued when a borrower answers Yes to Declaration . on the loan application (Are
you presently delinquent or in default on any Federal debt or any other loan, morigage, financial obligation,
bond, or loan guarantee?). This message will inform the lender that the borrower declared a delinquency or
default on a Federal debt or financial obligation, and will refer the lender to the Selling Guide to determine
eligibility to include the payment due under a federal income tax installment agreement in the DTI ratio
instead of requiring payment in full.

— Selling Guide requirements are:

* There is no indication that & Notice of Federal Tax Lien has been filed against the borrower in the county in
which the subject property is located.

®* The lender must obtain the following documentation:

* an approved IRS installment agreement with the terms of repayment, including the monthly payment amount and
total amount due; and

* evidence the bomrower is current on the payments associated with the tax installment plan. Acceptable evidence
includes the most recent payment reminder from the IRS, reflecting the last payment amount and date and the next
payment amount owed and due date. At least one payment must have been made prior to closing.

2
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Read The Verification Messages

Income Verification Messages

Borrower Income Type Amount
John Homeowner Social Security income 1000.00)
Employment and Income Tohn — Pensi — - 1000.00
13 Alimony or child support must be verified with one of the following documents: John Homeowner Snsion retirement income .
decree, separation agreement. court decree, any other legal agreement that descri John Homeowner Bonuses 2500.00
payment terms. or any applicable state law that requires such payments and spec|John Homeowner Base employment income 4000.00)

conditions under which the payvments must be made. For loan casefiles that are n : -
: A limony child support

underwritten as DU Refi Plus. the borrower must have a minimum §-month docaiMary Homeowner . 500,00
history of the borrower's most recent regular and timely receipt of the full pavme pncome
lender must verify the income will continue for at least three vears. Refer to the I[Mary Homeowner IC ommissions 6000.00

Selling Guide for additional information. =
14 [If the Social Secunfy income for John Homeowner 1s retirement or disability from the
borrower's own Soctal Secunty Account, erther proof of current receipt or the Social Security
Administration's (SSA) award letter must be obtamed. Supplemental Security Income must be
verified with a copy of the S5A award letter and proof of current receipt. If the Social Securnty
income is for Survivor Benefits, retirement, or disability for the benefit of another; the income
nmst be verified with a copv of the SSA award letter, proof of current receipt, and any
additional documentation required to confirm a three-vear continuance. Refer to the Fammie
MMae Selling Guide for additional information.

15 Document retirement. government anmuty. or pension income for Jolm Homeowner with one
of the following documents: letters from the organization providing the income, retirement
award letters, federal tax returns, IRS W-2 or 1099 forms. or a bank statement. Documentation
of three year continuance is not required. For loan casefiles that are not vaderwritten as DU
Refi Plus. if the retirement income is paid in the form of a monthly distribution from a 401(k).
IFA_ SEP. or Keogh retiremment acconnt (documentation of asset ownership must be in
compliance with the Allowable Age of Documents policy), determine that the income will
continue for at least three vears after the date of the mortgage application.

16 Income from a second job is listed on the application for John Homeovwner. The income nst
be supported by the most recent paystub and W-2s covering the most recent two-vear period.
or a fully coﬂlpleted standard Verification of Employment (100ﬁ] For DU Refi Plus loan

casefiles. the income must be supported by one paystub. For guidance on borrowers with less
than a two-vear history of receiving income from a second job. or for any additional
information on the verification of second job income, refer to the Selling Guide. Direct
verifications provided by a third party employvment verification vendor are acceptable if
completed in accordance with the Selling Guide.

~ ,f,,
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Fannie Mae Selling Guide

Continuance of Income

Expiration Date Mot Defined

Defined Expiration Date*

Lender does not need to document 3—year continuance

automobile allowance

base salary

bonus, owertime, commission, or tip income
capital gains income

corporate retirement or pension

disability income — long-term

foster-care income

interest and dividend income (unless other evidence that
asset will be depleted)

military income

maortgage credit certificates

part-time job, second job, or seasonal income
rental income

self-employment income

Social Security, VA, or other government retirement or an-

nuity

Lender must document 3—year continuance

alimeny or child support

distributions from a retirement account — for example,
401(k). IRA, SEF, Keogh

maortgage differential payments

notes receivable

public assistance

royalty payment income

Social Secunty (not including retirement or long-term dis-
ability)

trust imcome

W& benefits (not including retirement or long-term disabili-
ty)

*Because thess income sources have a defined expiration date or allow the depletion of an asset, care must be taken when
this is the sole source or majority of gualifying income. Lenders must consider the bomower's continued capacity to repay
the mortgage loan when the income source expires or the distributions will deplete the asset prior to maturation of the mont-
gage loan.

Income sources that are not listed above will require lender judgment to determing if documentation of continuance must be
obtained.

See B3-3.1-01, General Income Information (07/25/2017)
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Income and Employment

Most recent two years tax returns required when the borrower:
— Earns 25% or more of his or her income from commissions;
— Is employed by family members;
— Is employed by interested parties to the property sale or purchase;

— Receives rental income from an investment property (only one year of tax returns is
required unless the borrower meets one or more of the other conditions in this list);

— Receives income from temporary or periodic employment (or unemployment) or
employment that is subject to time limits, such as a contract employee or a tradesman

— Receives income from capital gains, royalties, real estate, or other miscellaneous non-
employment earnings reported on IRS Form 1099;

— Receives income that cannot otherwise be verified by an independent and knowledgeable
source;

— Uses foreign income to qualify;
— Uses interest and dividend income to qualify; or

— Receives income from sole proprietorships, limited liability companies, partnerships, or
corporations, or any other type of business structure such as a Farm in which the borrower
has a 25% or greater ownership interest.

M
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Income and Employment

General Levels of Documentation: Base Earnings

— Recent pay stub dated within 30 days of application and previous one or two years W-2s

— Verbal verification of employment within 10 business days of closing or after closing but

prior to loan delivery
— Or a written verification of employment (Written VOE 1005) can be used in place of either

of the above documentation as long as it contains applicable information

Employment Documentation Provided by the Borrower's Employer

The lender may use the Request for Verification of Employment (Form 1005 or Form 1005(S)) to document income for a saiaried or
commissioned borrower. The date of the completed form must comply
Income Tax Returns

with B1-1-03, Allowable Age of Credit Documents and Federal

The information on the Form 1005 or Form 1005(S) must be legible. The following fields on the form are optional

Field #
11

14

24

The remaining fields on the form must be compleied as applicable o the borrower. For example, overtime may not be compleied if the

Title of Optional Field
Probability of continued employment

If overtime or bonus is applicable, is its continuance likely?
Date of applicant’s next pay increase

Projected amount of next pay increase

Date of applicant’s {ast pay increase

Amount of last pay increase

Reason for leaving (Part Il — Verification of Previous Employment)

borrower is in a position that does not pay overtime.

Desktop Underwriter

66

Genworth =

N ,f,,
/*\ '



Income and Employment

General Levels of Documentation: Bonus and Overtime

— Recent pay stub dated within 30 days of application and W-2’s for past two years and a
verbal verification of employment

— Or a written verification of employment (Written VOE 1005) can be used in place of either
of the above documentation as long as it contains applicable info

— See additional requirements for “Variable” income in the Fannie Mae 2017 Seller Guide
Section B3-3.1-01, General Income Information

20 John Homeowner's income. including bonus and 'or overtime mcome. must be supported by a
pavstub and W-2s covenng the most recent two-vear peniod, or by a standard Venfication of
Emplovment (1005). The pavstub must be dated no earlier than 30 davs prior to the initial loan
application date and it must include all vear-to-date earnings. Additionally, the pavstub must
mclude sufficient information to appropriatelv calculate income; otherwise. additional
documentation must be obtamed. If a standard Venification of Emplovment (1005) will be
obtained 1t mwst include all vear-to-date eamings, as well as prior vear earmings if a W-2 1s not
being provided. For gmdance on borrowers with less than a two-vear history of recerving
bonus ncome, or for any additional mformation on the venfication of bonus income, refer to
the Selling Guide. Direct verifications provided by a third party emplovment verification
vendor are acceptable if completed in accordance with the Selling Gude.

Two or more years of receipt of a particular type of variable income is recommended; however, variable income that has been
received for 12 to 24 months may be considered as acceptable income, as long as the borrower’s loan application demonstrates
that there are positive factors that reasonably offset the shorter income history.

N ,f,,
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Income and Employment

Commission income less than 25% of borrower’s total annual

employment income
— One recent pay stub, or
— recent pay stub and the previous two years W-2

— Or a written verification of employment (Written VOE 1005) can be used in place of either
of the above documentation as long as it contains applicable info

Commission income 2 25% of borrower’s total annual employment

Income
— Pay stub, W-2’s and most recent signed federal tax returns for two years (per Fannie Mae
Seller Guide policies); Lenders must review for unreimbursed (2106) business expenses

— If more than 60 days from the last filed tax return has passed, current income must be
confirmed

Do Not Use Income If Borrower Qualifies Without

'\-\"L*.:Iff
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Income and Employment

General Levels of Documentation: Self-Employment

— Most recent one year personal and federal business tax returns (Only one year requwed for
certain cases but borrowers still must be self-employed for two years) OR

— Most recent two years personal and two years federal business tax returns
— Profit and loss statement may be required by your investors or on a case by case basis

— Verbal VOE required to verify existence of a business within 120 calendar days of note
date, or after closing but prior to loan delivery for all self employed borrowers

Desktop Underwriter 69 GBHWDI’th ,r*\ '



Self-Employed Messages & Documentaton

General Levels of Documentation: Self-Employment

— Business returns can be waived if certain requirements are met
— Borrower has been self employed in the same business for at least five years

— Borrower’s individual tax returns show an increase in self-employment income over
the last two years; and

— The borrower is paying the down payment and closing costs with his or her own
funds, and is not using any funds from the business account

17 Mary Homeowner's self-employed income must be supported by business and personal tax returns
covering the most recent two-vear period. including all tax schedules. if it will be used for qualifyving
purposes. The requirement for business tax returns can be waived 1f (1) the borrower has been self-
employed in the same business for at least five years, (2) the borrower's individual tax returns show an
increase in self-employment income over the last two years. and (3) the borrower is paying the down
payment and closing costs with his or her own funds. and 1s not using any funds from the business
account to fund the transaction or satisfy applicable reserve requirements. For guidance on borrowers
that have been self-employed less than two vears. or for any additional information on the verification of
self-employment income,. refer to the Selling Guide.

Lenders May Still Need To Obtain Business Returns Even When The Above Criteria
Has Been Met
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Income and Employment

General Levels of Documentation: Retirement Income

— If a monthly distribution is received from 401(k), IRA, SEP or Keogh account the borrower
must have unrestricted access too the accounts without penalty

— When funds are drawn from assets, stocks, bonds or mutual funds, you must factor
potential volatility of the income stream

15 Document retirement, government annuity, or pension income for John Homeowner with one
of the following documents: letters from the organization providing the income, retirement
award letters, federal tax returns, IRS W-2 or 1099 forms. or a bank statement. Documentation
of three year continuance 1s not required. For loan casefiles that are not underwritten as DU
Refi Plus, if the retirement income 1s paid in the form of a monthly distribution from a 401(k).
IRA, SEP. or Keogh retirement account (documentation of asset ownership must be in
compliance with the Allowable Age of Documents policy). determine that the income will
continue for at least three years after the date of the mortgage application.

Review Fannie Mae Selling Guide Section B3-3.1-09 For Complete Details On “Other”

Sources Of Income

1-\':*#1.?
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Employment Offer Message

DU 10.1 Effective July 29, 2017

Employment Offer Message

Fannie Mae

Desktop Underwriter/Desktop Originator Release Notes
DU Version 10.1
May 30, 2017

During the weekend of July 29, 2017, Fannie Mae will impi: Desktop Ui iter® (DU®) Version 10.1, which will
inciude the changes described below.

The changes in this release will apply to new loan casefiles submitted to DU on or after the weekend of July 20, 2017.
Loan casefiies created in DU Version 10.0 and b d after the kend of July 29 will continue to be underwritten
through DU Version 10.0.

The chang
= DU Risk Assessment

in this rel include upd to the fi ing

A new message will be issued to specify the requirements that apply to borrowers who have a contract to start a job, but
will not begin employment before loan closing. Existing policy is also being updated to provide the option for delivery of
the loan prior to the borrower starting employment when additional eligibility requirements are met.

On primary residence, one-unit, purchase transactions when the years and months on job in DU are 0 or blank, DU will
Issue a message specifying the requirements specific to these transactions. The message will indicate that if the lender
does not obtain a paystub and confirm the borrower has started employment prior to delivery of the mortgage loan, the
lender must confirm the loan meets the additional eligibility requirements of the updated policy, and that the loan must be

delivered with SFC 707.

Maximum Allowable DTT

Themwnunalbw&ledebtbmcaneraﬁo(DTl)nDUmeeadgsﬁedeUVelson101 Under the adjustment, DU
will lications with a 1 DTl of 50%. ForDTIsabove45%andwbm Dlenolongerreqre
wﬂnaddmmdwnpensamgfawus ffthe DTl on aloan il the DT1 of 50%. the
loan casefie will recenve an Ineligible recommendation.

DU Refi Plus™ loan casefiles submitted to DU Version 10.1 will continue to be subject to the maximum allewable DT1
applied to DU Refi Plus loan casefies in DU Version 10.0.

Disputed Tradelines
DU Version 10.1 will include an updated nsk and ging for loan casefiles for borrowers with disputed
tradelines. DU will first assess the risk of the loan file using all tradeli ported as disputed by the borrower. When

Desktop Underwriter

'\-\\ .l‘:r

72 GBHWDrth f*\ %



Income and Employment

General Underwriting Requirements

— Lenders must review the “type” of income earned and entered in DU; income used for
qualifying must be reasonably stable and likely to continue at the current levels. RED
FLAG: Declining income

— Bonus and Overtime must be annualized or not used at all.

— Commission Income must be entered as “commission” and any unreimbursed expenses
from the IRS form 2106 should be subtracted when commission income is >25% of
borrower’s employment income ( SEL 2015-07)

— Employment by a relative or an interested party to the transaction requires applicant to
provide tax returns regardless of the DU income documentation message

— Second Job must have a minimum typically of a two year history
— Enter self employed income in “base” income field & sure to mark the self employment box

— Non taxable sources of income can typically be grossed up 25% if evidence provided to
verify the income is non-taxable

— Handwritten pay stubs, pay stubs that do not contain ytd income or “stale dated” pay stubs
are typically not acceptable

M
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FUNDS

Total Avallable Assets $350000.00

Sample DU Findings Report s

Close

Reserves Required to $200.00

Verification Messages Broken out by Topic: be Verified

Total Funds to be

—Assets and Reserves Verified
«Amount to verify, liquidation, discounting of value, d lon requirements

Assets

22 Assets totaling $73150 must be verified. From the liquid assets listed on the 1003, at a
minimum verify those accounts that are needed to satisty this amount. Based on the
transaction, there may be additional reserve requirements that must be manually applied by
the lender. Refer to the Fannie Mae Selling Guide for additional information.

23 The value entered for the retirement account must be determined in accordance with the
Selling Guide if the funds will be used for reserves. If these assets are needed to support the
amount of funds required for closing and reserves. the available account balance must be
documented with a recent depository or brokerage account statement. For loan casefiles that
are not underwritten as DU Refi Plus. if the funds will be used for down payment or closing
costs. receipt of the funds realized from the sale or liquidation of the assets is not required if
the value (as determined in accordance with the Selling Guide) is at least 20% more than the
amount of funds needed for the down payment and closing costs. Otherwise, receipt of funds
realized from the sale or liquidation must be verified. Also for loan casefiles that are not
underwritten as DU Refi Plus. if the account allows for withdrawals only in connection with
the borrower's employment termination. retirement. or death: or the account does not allow for
any type of withdrawal, the retirement asset should not be entered.

24 If depository assets are needed to support the amount of funds required and reserves. verify
these assets with a verification of deposit or bank statements covering a two-month period.
Refer to the Selling Guide for guidance on evaluating un-sourced large deposits. Direct
verifications provided by a third party asset verification vendor are acceptable if completed in
accordance with the Selling Guide.

$73150.00
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Asset And Funds Sections

Summary Section Lists Total Assets Entered

35 The following assets were counted towards available funds. With the exception of cash on
hand. all available funds greater than the amount required to close have been added to cash

reserves.
Borrower Asset Type Institution Name |[Amount
John Homeowner |Gift funds 20000.00
John Homeowner [Checking Account 50000.00)
Mary Homeowner [Checking Account 3[]0(]0.0(]"
Mary Homeowner [Retirement 250000.00}
- ________________________________________________________________________________________________________________________________
FUNDS
Total Available Assets $350000.00 Cash Back $0.00
Funds Required to $72950.00 Net Cash Back $0.00
Close
Reserves Required to $200.00 Excess Available Assets, not $276850.00
be Verified required to be verified by DU
Total Funds to be $73150.00
Verified

Additional Reserves May Need To Be Verified If Paying Off Accounts, Collections Or
Owns Multiple Properties

2y,
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Assets and Reserves

Fannie Mae Borrower Contribution Policy

— Allows for personal gifts, and in some cases gifts or grants from an entity, employer
assistance, and Community Seconds as minimum borrower contribution for certain
transactions

— Gift funds are never allowed on Investment
— Gift letters will be required for all loans when gift funds are being used
— Proof of donor’s ability and/or transfer to the borrower is required

M
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Assets and Reserves

The following table describes the minimum borrower contribution requirements for transactions that contain gifts.

LTV, CLTV, or HCLTV Ratio Minimum Borrower Contribution Requirement from Borrower's Own Funds
80% or less One- to four-unit principal residence A minimum borrower contribution from the
Second home borrower's own funds is not required. All funds
needed to complete the transaction can come
from a gift.
Greater than 80% One-unit principal residence A minimum borrower contribution from the

borrower's own funds is not required. All funds
needed to complete the transaction can come

from a gift.
Two- to four-unit principal residence The borrower must make a 3% minimum
Second home borrower contribution from his or her own

funds. 1 After the minimum borrower
contribution has been met, gifts can be used to
supplement the down payment, closing costs,
and resernves.

See B5-6-03, HomeReady Morigage
Undemwriting Methods and Requirements, for
HomeReady morigage minimum borrower
contribution and down payment reguirements.

High Balance Loans DO NOT Require Minimum Borrower Contribution For One Unit

Properties

#

in*"\--h.
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Assets and Reserves

Stocks, bonds and mutual funds for reserves

Stocks, Stock Options, Bonds, and Mutual Funds

Wested assets in the form of stocks, government bonds, and mutual funds are acceptable sources of funds for the down payment,
closing costs, and reserves provided their value can be verified. The lender must verify the bormower's ownership of the account or
asset. The value of the asset and any related documentation must meet the requirements outlined in the table below.

Azzet Type Determining the Value of the Asset

Stocks and mutual funds The lender must determine the value of the asset (net of any margin accounts) by
obtaining either

» the most recent monthly or quarterly statement from the depository or investment
firm; or

* a copy of the stock certificate, accompanied by a newspaper stock list that is dated
as of or near the date of the loan application.

Stock options The value of vested stock options can be documented by

* a statement that lists the number of options and the option price, and

* using the current stock price to determine the gain that would be realized from
exercise of an option and the sale of the optioned stoclk.

Note: Mon-vested stock options are not an acceptable source of funds for the down
payment, closing costs, or resernves.

Government bonds The value of government bonds must be based on their purchase price unless the
redemption value can be documented.

When used for the down payment or closing costs, if the value of the asset (as determined above) is at least 20% more than the
amount of funds needed for the down payment and closing costs, no documentation of the borrower's actual receipt of funds realized
from the sale or liguidation is required. Otherwise, evidence of the borrower's actual receipt of funds realized from the sale or
liquidation must be documented.

When used for reserves, 100% of the value of the assels (as determined above) may be considered, and liguidation is not required.
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Assets and Reserves

Retirement accounts (401k or IRA)
— The vested amount may be used for reserves

— If these assets are needed to support the amount of funds required for closing and
reserves, the available account balance must be documented with a recent depository or
brokerage account statement as well as the conditions under which the funds may be
withdrawn

— If funds needed for closing, proof of liquidation and deposit/receipt is required unless the
liquidation value is at least 20% more than the amount of funds needed.

— Retirement accounts that allow for withdrawals only in connection with the borrower’s
employment termination, retirement, or death, the retirement account asset should not be
entered

23 The value entered for the retirement account must be determined in accordance with the
Selling Guide if the funds will be used for reserves. If these assets are needed to support the
amount of funds required for closing and reserves. the available account balance must be
documented with a recent depository or brokerage account statement. For loan casefiles that
are not underwritten as DU Refi Plus, if the funds will be used for down payment or closing
costs, receipt of the funds realized from the sale or liquidation of the assets is not required if
the value (as determined in accordance with the Selling Guide) is at least 20% more than the
amount of funds needed for the down payment and closing costs. Otherwise, receipt of funds
realized from the sale or liquidation must be verified. Also for loan casefiles that are not
underwritten as DU Refi Plus, if the account allows for withdrawals only in connection with
the borrower's employment termination, retirement. or death: or the account does not allow for
any type of withdrawal. the retirement asset should not be entered.

2
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Selling Guide SEL 2014-06

Large Deposit and Other Asset Policies

Fannie Mae last updated its policy on unsourced deposits in November of 2012. A key purpose of that policy
change was intended to help mitigate the risk associated with a borrower incurring undisclosed debt that was
not included in the calculation of the borrower’s total monthly obligations. The current policy states that when
bank statements, typically covering the most recent two months, are used, the lender must obtain a written
explanation and documentation for the source of large deposits, defined as a single deposit that exceeds 25%
of the total monthly qualifying income for the loan. However, this approach resulted in unintended
consequences, particularly in documenting unsourced funds that were not needed to complete the mortgage
transaction. Fannie Mae is revising this policy to focus only on those funds that are actually required for the
transaction, which will continue to mitigate the risk while increasing efficiency for lenders. Other changes
related to large deposits include the following:

» The policy is limited to purchase transactions.

* The definition of a large deposit has been changed from 25% of the total monthly qualifying income
to 50%.

» \When a deposit includes both sourced and unsourced (undocumented) portions, only the
unsourced portion must be used in calculating whether the deposit meets the 50% definition.

*» \When the lender uses a reduced asset amount, net of the unsourced amount of a large deposit,
that reduced amount must be used for underwriting purposes (whether the mortgage loan is
underwritten manually or through DU).

= The use of business assets for a self~-employed borrower as an acceptable source of funds for the
down payment, closing costs, and financial reserves is also specifically addressed in this Guide
update. The borrower must be listed as an owner of the account and the account must be verified in
accordance with B3-4_2-01, Verification of Deposits and Assets. The lender must perform a
business cash flow analysis to confirm that the withdrawal of funds for this transaction will not have
a negative impact on the business.

2
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Asset and Reserves & FannieMae

U p d ates Selling Guide Announcement SEL-2017-04

April 25, 2017
Selling Guide Updates

The Selling Guide has been updated to include changes to the following:

Student Loan Solutions

Project Eligibility Review Waiver for Fannie Mae to Fannie Mae Limited Cash-Out Refinances
Properties Listed for Sale in the Previous Six Months

PERS Expiration Dates

Truncated Asset Account Numbers

Flash Settiement for Mortgage-Backed Securities

Servicing Execution Tool Bifurcation Option Terms and Conditicns

— Truncated Accounts Numbers

Miscellaneous Selling Guide Update
17.
Truncated Asset Account Numbers [
We are updating our policy to permit truncated account numbers that display at least the last four digits of the borrower’s
asset account. This change will help provide a greater degree of protection of borrowers’ non-public information.
does

Truncated or masked account numbers for bank and portfolio or investment accounts where at least the last four digits are
displayed are permissible on the loan application, in DU, and on asset documentation, including verification reports
obtained through the DU validation service.

Effective Date
This policy change is effective immediately.

debts include debt such as instaliment loans, student loans, and other monthly debts as defined in the Guide.

if the lender obtains documentation that a non-mortgage debt has been satisfactorily paid by another party for the past 12
months, then the debt can be excluded from the debt-to-income ratio. This policy apphes regardiess of whether the other
party is obligated on the debt.

NoTE: This palicy does not apply if the other party is an interested party to the subject transaction (such as
the seller or realtor).
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IPC Updates in DU

Updates

— Sales Concessions Field or IPC is being removed from DU and
lenders must make the adjustment to the purchase price manually

Purchase price: $300,000

LTV = 94% ({IPC limit is 3%

Seller paid closing costs: 15,000

Sales concessions: $6,000 ($15,000-59,000 IPC limit)

a. Purchase price 294 000~

b. Alterations, improvements, repairs

c. Land (if acquired separately) =

d. Refinance (incl. debts to be paid off) HELO® Inforsiation
e, Estimated prepaid items %$1,500 Undrwae HELOC Arount
f. Estimated closing costs $3,000 R SO 5o
g. PMI, MIP, Funding Fee PCs: Excoss Financing Concessions or Sales Concessians Am
h. Discount (if Borrower will pay)

i. Total costs 5298 500

J- Subordinate financing

k. Borrower's closing costs paid by Seller %5 000*

I. Other Credits (explain)

m. Loan amount {exclude PMI, MIP, $279,300

Funding Fee financed)

n. PMi, MIP, Funding Fee financed

a. Loan amount 3279300

p. Cash fromfto Borrower $10,200

* Line a would be adjusted downward by the amount of the sales concession, and Line k would be adjusted downward
by the same amount in order for line p to calculate correctly.

R
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Borrowers with Multiple Financed Properties

DU uses the number of financed properties to apply the following
eligibility guidelines:
— A minimum credit score of 720 is required for borrowers with 7-10 financed
properties
— Borrowers are limited to a maximum of 10 financed properties

Loan Information

FIPS Code [ ]
-9 Number of Financed Properties -9 I:I
Seller Provided Below Market Financing
First Year Buydown Rate |U.DDD% |
Lien Type * |Fir5t Mortgage V|
Payment Frequency
Repayment Type |Fu||3,.' Amortizing V|
Subject Property Type * | Detached W
Balloon?
Balloon Mortgage Term (months) |:|

2
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Borrowers with Multiple Financed Properties

DU Version 10.0 reflects a simplified policy that applies to loans for
borrowers with multiple financed properties. The policy requires fewer
eligibility overlays and updated reserve requirements, which are

automated by DU.
— A new field “Number of Financed Properties” added to additional data screen. It captures
the number of 1-4 unit financed properties the borrower is personally obligated on.

— If that field is not completed, DU uses the number of properties in the REO Section that
include a mortgage payment or are tagged to a mortgage in the liabilities section

— If neither of the Number of Financed Properties field or the REO section has been
completed, DU uses the liabilities section to determine the number of financed properties

The number of financed properties used in determining the loan's eligibility for sale to
Fannie Mae and minimum reserve requirements was 4. This information was derived based
on the properties listed in the Real Estate Owned section of the loan application. If this
information is incorrect, the correct number must be provided in the Number of Financed
Properties field, or the Real Estate Owned section must be updated and the loan casefile

resubmitted to DU.

DU Issues A Message Informing The Lender What Number Was Used As The Number
Of Financed Properties And Where That Information Was Obtained.

'\-\"L*.:Iff
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Borrowers with Multiple Financed Properties
— Reserve Requirements

DU determines the reserves required for the other residential financed

properties (excluding the borrower’s principal residence and the
subject property). The reserve amount is determined by applying a
specific percentage to the aggregate of the outstanding unpaid
principal balance (UPB) for all *mortgages & HELOC’s disclosed on
the application. The percentage is based on the number of financed

properties.

RESERVES CALCULATION TABLE

2 to 6 financed properties
(Manually Underwritten and
Casefiles Underwritten
through DU)

The % of UPB is based on the number of financed properties:
If 2-4 financed properties, reserves = 2% of aggregated mortgage
UPBs for all other” financed properties.
If 5-6 financed properties, reserves = 4% of aggregated mortgage

UPBs for all other* financed properties.
*Other includes all financed properties which are not the subject property or
the borrower’s principal residence.

7 to 10 financed properties
(DU Casefiles Only)

The % of UPB is based on the number of financed properties:
If 7-10 financed properties, reserves = 6% of aggregated mortgage
LUPBs for all other” financed properties.
*Other includes all financed properties which are not the subject property or
the borrower’s principal residence.

*If marked paid by close, omit or if associated with subject property, not included.

Desktop Underwriter
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Borrowers with Multiple Financed Properties

Example 2: Six Financed Properties

m Outstanding UPB Monthly PITIA Reserves Calculations

Subject: Investor $78,750 & Months PITIA =
Principal $133,000 £946 MNIA %0
Investor $787
Investor £905
$345,030 x 4% = $13,801
Investor s722
Investor 5412
$345.,030 Total = $18,457

If The Loan Casefile Does Not Meet The Reserve Requirements, DU Will Issue An

Ineligible Recommendation And A Message Will Be Issued.

'\-\\ .’f
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Property and Appraisal

B Acestieation of completion  requred to vendy the bome mprovesests hvebeen completed. The certfication e be documended usang the Appriscal Udate and or Completon Repict (Form 10XMD). or 2 HomeStyle Completon
Certcate (Foem 1036)

M Destop Underwrsier reiened the follvwang sandsedized sddees and censastact forthesubpectproperty: 110 DEER MEADOWS CT, BALLWIN. MO 653011-3815, 217837, This s the addvesetht Desktop Usdermmter sed 1 s progerty
valnation and fekiwork recommendation. Reoardlss ofthe propety feldmoek reqared by Desktop Usdervmter. i thus adires s o vabd foethe sbyeet property. an appeassal besed o an stesoe and evenor proparty mspeston reported 0
Form 10M 1 repared foe s rassaction. E he sulyeet peoperty s kooaed 1 ¢ condoemnmen prope, e ppresal st be separted o Foem 1073,

5 Anapprasal besed oo an steroe and extenor property mspection reported oa Form 1M s reqmred foe s trassaction

% Foon O00MC must be compleed foar ramaction oo whuch s apprasal s obtarmed. Refr o the Fammse Mae Sellig Gunde for additonalinfoemation

= Uniform Residential Appraisal Report (Form 1004)

* |ndividual Condominium Unit Appraisal Report (Form 1073)

* Individual Cooperative Interest Appraisal Report (Form 2090)

= Manufactured Home Appraisal Report (Form 1004C)

= Small Residential Income Property Appraisal Report (Form 1025)

Note: In addition to the above full appraisal options, there will be loan casefiles that receive the property
fieldwork waiver option.

An Interior/Exterior Appraisal Is Always Required, Regardless Of The DU Appraisal

Option, When The Last Sale Was An REO Or Foreclosure Sale

Ny,
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DU Version 10.2 March 2018

Updated DU Property Messages Fannie Mae

Desktop Underwriter/Desktop Originator Release Notes
DU Version 10.2
January 30, 2018

Dunng Me weekend of March 17, 2010, Fannie Mae wil implement Deskiop Underwrmer® (DU®) Version 102, which will
ncude the changne descrbad below
- - . S S e "‘*mumdhlh;-.dmu'mrtﬁ"’.i‘ﬁls
3 L - 17 wil cor LU
Properties with a Recent Appraisal | b
DU will not offer a PIW when a recent appraisal has been uploaded to the Uniform Collateral Data Portal (UCDP) from
any lender. DU Version 10.2 will issue a message to inform the lender when the loan casefile is not eligible for a PIW offer

because a recent appraisal with a matching property address was submitted to UCDP_

PIW on Investment Properties

A PIW offer will no longer be issued on investment property loan casefiles when the bormrower is using subject rental
income to qualify. In order for a PIW offer to be issued on an investment property loan casefile, the negaflive subject net R bt
cash flow entered on the DU loan application must be at least the amount of the PITIA for the subject property.

Bbove £45% tup 1o S0%) Yo rely on DU'S
Sl sadieum loan-10-vakee rato and

Condo Project Review Messaging oo sirres o m e e OU 1.
As specified in Selling Guide B4-2.1-01, General Information on Project Standards, the project eligibility review is waived 0 betier manage detautt sk while
for all limited cash-out refinance transactions on Fannie Mae-owned loans with an LTV ratio of 80% or less. DU will QS N T

suppress the existing project review messages and issue a new project eligibility message on these loans. The new rend i the Crede report as pert of the

message will indicate that, based on the Owner of Existing Mortgage field on the online loan application, the existing loan R o o, Exmama, mod

Is Fannie Mae-owned and that the project eligibility review is waived if the lender can confirm that the project has the
required project-related property and flood insurance coverage, and the project is not a condo hotel or motel, houseboat - —— -
project, or timeshare or segmented ownership project.

u-mmmmmmmmmwmnuuw oan be Fanme Mae.owred on
mited cash-out refinance transactions, will continue 1o apply.

'\-\\ .’f
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DU Version 10.0 Dec 2016

Appraisal Waivers
Selling Guide Announcement SEL-2016-09

— Updates to appraisal waivers, f/k/a December 6, 2016
Property Inspection Waiver (PIW) Fannie Mae

— Enforcement Relief for
Desktop Underwriter/Desktop Originator Release Notes
Reps/Warrants for Pro perty Valu@ puversion 10.0 December Update

Fannie Mae

October 24, 2016

for certain transactions Updated November 25, 2076
During the weekend of December 10, 2016, Fannie Mae will update Desktop Underwriter® (DU®) Version 10.0 with the m‘n&w‘
- - following changes:
— Disclosure of Information to « 00 vassation senice
. * Updates to the Property Inspection Waiver I
Appralsers (2016-09) * Property Value Repr tations and W ti finie Mae, the Desktop
e g valigation services for
:ﬂc&ﬂeﬂm mieefmw
[] - L3 redes,
Disclosure of Information to Appraisers B e provided below.
files created on or after the en activated %or Income
Currently, we require the lender to provide the appraiser with all amendments made to a sales contract, including Bomitted aftr the weekendof  Hhdfe descrbed beiow.

amendments that are made after completion of the appraisal. With this update, we have clarified when the appraiser must

be provided with updates to the sales contract and circumstances that warrant updates to the appraisal. For example, if L, uuca o aco o rererence Wcempomens
the contract is amended in a way that affects the description of the real property used by the appraiser, thenthe lender | .\ ooviviine

must provide the updated contract to the appraiser and the appraisal should be updated. However, minor updates to the 1g accours, savngs
contract, such as changes to seller paid closing costs or changes to the contract price, do not require an updated m'
appraisal. In addition, we have updated the policy to require disclosure of changes to financing information (such as loan e coyoftre vendorrepot ~ Beet™ credentiaie are

Mendor. DU will use the data

fees and charges, and subordinate financing provided by interested parties) to the appraiser only for purchase wendors that will be providing
transactions.
 bonus, overtime, and
Effective Date B obtained from The Work |
o validate income information
This policy update is effective immediately. i proprictors (a2

R
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FA Q S Fannie Mae

A p p r a| S al Wal V e r S Property Inspection Waiver

Frequently Asked Questions

F/K/A Pro p erty I n S p eCt I O n Property inspection waiver (PIW) is an ofier to waive the appraisal for eligible transactions. Prwm.:ﬁu:dsm

DskmpUndetmer‘(DLP)usmgmeeMaesdatabaseofmmanZemlimmsampmsncmmm

Waivers (PIW) oy s o COLAe Undevene (L 1o deemne e el oy o e o

This y is intended for refe only. Al critena are subject tothe & sods
formal terms and conditions of the Fannie Mae Seling Guide. In the event of owerad by,
any conflict with this document, the Selling Guide will govern. CollateralUnderwrit:

Contents

Q1. How do lenders get access to PIWs?

PIW is awadable to all lenders who use DU, including through the Desktop Originator® (DO®)) interface.

Q2 s the PIW available to correspondent lenders?

Yes Aemespondemlendermaymamw o&rwmsubmmmgabmcaseﬁletow

ders should contact their aggreg to di aggregator i in ds ing loans
wnhaPMltoFameMaemdmeBwemewmspmdecnsobtanmgtheWewmmomea
aggregator guidelines.

Q3 UPDATED What are the eligibility requirements for PIW consideration?
The PIW offer will be considersd on the transactions below:
= One-unit properties, including condominiums
= Limited cash-out refinance transactions:
o principal residences and second homes up to 0% LTV/CLTV
o imestment properties up to 75% LTV/CLTV
= Cash-out refinance transactions:

© 2017 Fannie Mae. Traoemarts of Fannie Maz Updaed Augus 18 2017 tof?

'\-\\ .’f
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Appraisal Waiver Updates

Available for Certain Purchase and Refinance DU Casefiles

—When a casefile is eligible for an appraisal waiver, Fannie Mae accepts the
“submitted” value estimate as the market value.

— Fannie Mae provides relief of reps and warranties on the value, condition and
marketability of the property if the lender exercises the appraisal waiver option.

—To even receive an appraisal waiver message on the DU findings:

* A prior appraisal must be found for the subject property in Fannie Mae’s Collateral
Underwriter® (CU™) data

« That appraisal must be associated with one of the borrowers on the loan casefile for
refinances.

 Property and transaction must meet criteria found in the Selling Guide...see next slide
— Fannie Mae no longer is charging the $75 fee to exercise the option; SFC 801 is
used upon delivery

—While Fannie Mae offers an appraisal waiver option, always check your own
policies and procedures to ensure no overlay for an appraisal exist

M
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Appraisal Walivers-Ineligible Transactions

The following are not eligible for a PIW offer:

Properties located in a disaster-impacted area

Construction and construction-to-permanent loans

Two- to four-unit properties

Loan casefiles in which the value of the subject property provided to DU is $1,000,000 or greater
HomeStyle® mortgage products (Renovation and Energy)

DU Refi Plus ™ loan casefiles

Texas 50(a)6 loans

Leasehold properties, community land trust homes, or other properties with resale restrictions
Cooperative units and manufactured homes

DU loan casefiles that receive an ineligible recommendation

Loans for which the mortgage insurance provder requires an appraisal

Loans for which rental income from the subject property is used to qualify

NoTE: DU Befi Plys loan casefiles continue to be eligible for the DU Refi Plus property fieldwork waiver
(PFW).

1-“‘\"*#;
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Property Value Enforcement Relief

Fannie offers enforcement relief on reps/warranties related to property
value on certain loan casefiles when:

— Appraisal received a CU Risk Score of 2.5 or below, and

— Property type is a one-unit detached, attached or condominium property

The following fields must be provided in DU:
— The Actual Vs Estimated Appraised Value indicator...it must be submitted as

“Actual” (Additional Data Screen)
* The value entered and zip code in UCDP® must match what was entered in DU.

— Doc file ID assigned from UCDP® must be provided (Additional Data Screen)
— Message will appear either way “Eligible for Relief” or “NOT Eligible for Relief”

-9 Property Appraised Value |$35(]|C|[J(],[][J | [Actual K
-9 Doc File ID | |
Appraiser Name | |
The followmq messaqge(s) were issued by Collateral Underwriter:
cu Message ID . CU Message Text
. Based on the DU risk assessment and CU results for the appranbal submitted under

'F'NMHO? v DocFilelD <DocFitelD> on' <date and time> this loan is eligibie for the enforcement reief|
. on represenlahons and warranties related to p!operty value. ;

N ,f,.
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CU Findings

The messages below were issued by Collateral Underwriter and the Uniform Collateral Data Portal for
the appraisal submitted under DocFileID <DocFileID> on <date and time™. These messages are the
result of automated analysis and for informational purposes only. Lenders remain responsible for the
appraisal report in accordance with the Fannie Mae Selling Guide. CU Findings may not be used as the
lenders” basis to accept or reject the appraisal nor may they be used as basis for a credit decision. The
CU Findings do not need to be cleared and do not impact the Desktop Underwriter risk assessment nor
the lenders’ ability to deliver the associated loan to Fannie Mae. Lenders must analyze CU Findings in
context of the appraisal report to determine an appropriate course of action and may not use CU Findings
to interfere with the independent judgment of the appraiser. Under no circumstance should lenders
encourage appraisers to provide inaccurate or otherwise misleading conclusions to conform with

%
COLLATERAL UNDERWRITER MESSAGES

2 The following Risk Score and submission status message(s) were 1ssued by Collateral Underwriter:

Message ID Message Text
The Collateral Underwriter Risk Score is 3 on a scale of 1 to 5 where 5 indicates
FNM1000 highest potential collateral risk. A score of 999 indicates no Collateral
Underwriter Risk Score available.
FINM1007 The Fannie Mae UCDP Submission Status 1s successful.

3 The following Risk Flag message(s) were issued by Collateral Underwriter:
Message ID Message Text
FNM1002 There is heightened risk of Appraisal Quality issues.

4  The following UCDP Basic Edit Check message(s) were issued by UCDP:
Message ID Message Text
402 UAD compliance check failure (warnings only)

5 The following UAD Compliance message(s) were issued by UCDP:

Message ID Message Text
For the subject property. PropertySalesAmount: A prior sale was indicated
5156 within the past 3 years; therefore. the Price of Prior Sale/Transfer must be

provided in whole dollars.

Sample CU Message That May Appear On DU Findings If A CU Doc File ID Is Entered;

Score And Different Risk Messages

'\-\\ .’f
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Property and Appraisal-Condos

If Property Type Condominium, Project Review Type Message Will

Appear: 2018-01 detached condos no longer require project approval (excluded manufactured homes)

Property and Appraisal Information
This property 1s located in a condominium project. The lender must conduct a review of the project.
utilizing the Condo Project Manager (CPM) Expedited or Lender Full Review processes. to determine
that it meets the underwriting requirements of the applicable project classification as defined in the
Selling Guide. Unless the property is a detached condo. and then a limited review is acceptable under the
Selling Guide regardless of the occupancy. If the property is located in a state in which specific project
review type guidelines apply. the lender must confirm the loan casefile complies with those guidelines.
Refer to the Selling Guide for additional information.

Property and Appraisal Information

This property 1s located in a condominium project. A limited review can be performed if the
property 1s 1 an established project and 1s not ineligible as defined in the Fannie Mae
Selling Guide. Otherwise, the lender must review the project to determine that it meets the
underwriting requirements of the applicable project classification as defined in the Fannie
Mae Selling Guide. If the property is a detached condo. a limited review 1s acceptable under
the Selling Guide regardless of the occupancy. If the property is located in a state in which
specific project review type guidelines apply. the lender must confirm the loan casefile
complies with those gmidelines. Refer to the Selling Guide for additional information.

~ ,f,,
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Condo Project Manager 8.2 Release Notes

th I
On Aug. 18" Condo P.rOJect e o
Manager™ (CPM™) will be updated
to allgn Wlth the Changes related to Condo Project Manager 8.2 Release Notes
condo policies communicated in

We've simplified the layout of the Condo Project Manager (CPM) Release Notes. Lenders can now access all 2018 CPM

July 16,2018

enhancements in this easy-to-read format; all past updates can be found on the CPM web page.

Selling Guide Announcement SEL- g B sl

On August 18, 2018, CPM will be updated to afign with the June S, 2018 changes to our condo policies and to make it

2 O 1 8 O 5 easier to refer to Selling Guide located th hout CPM. Specifically, imp to CPM include:
' * Removal of three eligibility questions

®= Medifications to two eligibility questions
= Extension of established project certification
= Links to Selling Guide references

<®> Recent updates

Eiffective Functionality

Date Improvement Descrigtion

August 18 Removal of three The following questions will be removed from CPM:
NEW cHotisly quesions ® Question (radio button format): The project has 2-4 units.
- Applies to: 2-4 unit projects
- Note: Any current active certifications for 2-4 unit projects will remain
as-is and the completed question can be viewed and/or printed.
®= Question: Is the project an investment security?
- Applies to: new or established projects

- Note: Any current active certification will remain as-is and the
completed question can be viewed and/or printed.
= Q ion: Does the inium rept alegal, but
nonconforming use of the land (if zoning regulations prohibit
rebuilding to curent density in the event of destruction)?
- Applies to: new or established projects

- Note: Any current active cerlification will remain as-is and the
completed question can be viewed and/or printed.

August 18 Modifications to two | Removed the note from the “Does the project operate as a hotel or motei?*
NEW eligibility questions | and “Does a single entity own more unites in the project that what is allowed
by the Selling Guide?" q i

© 2018 Fannie Mae. Trademarks of Fannie Mae
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Observations

FYIl information

OBSERVATIONS

29 This case was submitted to Desktop Underwriter version 10.1 by TEST TRAINING -
Genworth Branch. The following information is associated with this loan: Casefile ID is
1347546994 and Submission nmumber is 3. If the loan is delivered to Fannie Mae. the Casefile
ID momst be provided at delivery.

30 The following list of special feature codes is provided to assist vou in determining which
codes mav be associated with this loan. Other codes mav be required. Refer to the Special
Feature Codes list on fanniemae com for a comprehensive list,

Special Feature Code

[Description

127

D1 Loan

31 Based on the data entered. tlus loan casefile has been idennfied as a First Time Homebuyer
case. The First Time Homebuver mdicator must be completed at delivery. Refer to the Selling
Gude for additional information on the identification of a first time homebuyer.

32 The following Credit Report mformation 15 associated with this subnussion:

Borrower Name  |Credit Agency Credit Report ID  |Credit Report Date
200-TEST CREDIT |
I v gt ! i 2017
John Homeowner AGENCY >004489 9/01/201
] ) 200-TEST CREDIT |. S~
Mary Homeowner AGENCY 5004480 9/01/2017

33 The followng credit scores were obtained by the credit agency selected by the user and are
mcluded m the credit report:

Borrower Credit Scores
Marv Homeowner 768 771 783
John Homeowner 760 779 785

34 The following sources of income were used in the vnderwriting analvsis:

Borrower Income Type [Amount

John Homeowner Social Security income 100000
John Homeowner Pension retirement income 1000.00
John Homeowner Bonuses 2500.00
JTohn Homeowner Base emplovment income 400000
Mary Homeowner ._{lmmnjr child support 500.00

- income
Mary Homeowner C omimissions &000.00

Desktop Underwriter
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Underwriting Analysis Report
Recommendation Approve/Eligible
Primary Borrower John Homeowner Co-Borrower Mary Homeowner

L - -
Underwriting Analysis =i
Submission Date 09:22/2017 11:29AM Submitted By a0837jna

PROPERTY INFORMATION

. . Property Address 2505 S Creek Street Number of Units 1
Validate the details Mesa. AZ 85208 Occupancy Status  Primary Residence
Property Type Detached
MORTGAGE INFORMATION
Loan Type Conventional LTV/ICLTVIHCLTV 80.00% / 80.00%
80.00%
Amortization Type Fixed Rate Loan Amount $250000.00
Balloon No Financed MI Amount $0.00
Community Lending No Total Loan Amount $250000.00
Payment Frequency  Monthly Sales Price $312500.00
Lien Type First Mortgage CC:Sea'/ESﬁmaled Appraised $312500.00
al
Amt. Subordinate Fin. $0.00 P&l $1220 83
Loan Purpose Purchase Note Rate 4250%
Refi Purpose Qualifying Rate 4250%
Owner Existing Mtg. Bought Down Rate 0.00%
Buydown No Term (Months) 360
INCOME QUALIFYING RATIOS
a5 $0000.00  Housing Expense 7.73%
Commission $6000.00 Debt-to-Income 8.00%
Bonus $2500.00
Overtime §$4000.00 EXPENSE RATIOS
Other $2500.00 Including < 10 Mos. 9.74%
Positive Net Rental $0.00  With Undisclosed Debt 8.90%
Subj. Pos. Cash Flow $0.00
Total $24000.00
PROPOSED MONTHLY PAYMENT
First P&l (Qualifying) $122085  Negative Net Rental $0.00
Second P&l $0.00  Subj. Neg. Cash Flow $0.00
Hazard Insurance $125.00 Al Other Payments $282.07
Taxes $500.00 Total Expense Payment $2136.92
Mortgage Insurance $0.00
HOA Fees $0.00 Present/Principal Housing $2500.00
Payment
Other $0.00
Total Housing Payment $1854 .83
FUNDS
Total Available Assets $350000.00 Cash Back $0.00
Etlmds Required to $72050.00 Net Cash Back $0.00
jose
Reserves Required to $200.00 Excess Available Assets, not $2768350.00
be Verified required to be verified by DU
Total Funds to be $73150.00
Verified
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Data Integrity Reminders

Lenders are responsible for integrity of the data submitted to DU

— Do you have all pages to the bank statement and are all large deposits addressed
and sourced?

— Retirement accounts? Access verified if required? Fully vested? Did you subtract
any outstanding loans and is applicant fully vested?

— Paying off a second mortgage? Verify it was used to purchase the property or treat
the loan as a cash out. Also verify seasoning requirements for ownership and taking
cash out.

— Refinance: Is the property currently offered for sale or has it been offered for sale in
the past six months? For refinance transactions, properties must have been taken
off the market as of loan disbursement date.

— Is Property type entered correctly (condo, PUD, manufactured home)

— Are the HOA dues, flood insurance or Ml payments included in the housing payment,
if applicable? Do you have written support?

— Does the occupancy make sense? Are the “Potential Red Flags” cleared as per the
DU findings report?

— Are all the assets per DU verified plus any additional that are needed to payoff a
judgment or collection? Evidence of liquidation if needed? Additional reserves?

M
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Data Integrity Reminders

Lenders are responsible for integrity of the data submitted to DU

— Deferred loans must always be included in the debt ratio; Use amount on credit report, 1%
of unpaid balance or actual verified payment

— Student loans in repayment use actual payment per credit report or student loan
documentation; Payment may be zero if verified and IBR plan and the payment is zero.

— Lease Payments must always be included in the debit ratio regardless of number of
payments remaining

— Installment/lease debt without a payment on the credit report, you must obtain
documentation to verify the actual monthly payment amount (Exception: Deferred Student
loans see Selling Guide)

— Include revolving debt unless being paid off prior to or at closing; A payment may still be
used based on underwriter judgment

— To exclude a liability that someone else pays requires documentation for 12 months
— Income: Break it out by type, check trends, history of receipt
— Do names, addresses and social security numbers match from document to document?

M
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‘ Fannle Mae Search forms, documents, site content, etc. .

Single-Family v Originating & Underwriting Pricing & Execution Delivering Servicing Training Technology

Originating & The Originating & Underwriting Training page provides Fannie Mae training on originating &
rwriti underwriting loans, our underwriting applications, and best practices. Training solutions

Unqe 5 tlng include live webinars, virtual classrooms, on-demand el earning courses, job aids, and FAQs

Training

Find the Training

General Mortgage Products  Loan Quality Technology
Underwriting Solutions

Resources You Need

Training focusing on underwriting the borrower and the property.

Annrai ' Ralat Araici isral nartiae
Originating & Underwriting FAQs | Appraisal and Property Related A Appraising Rural Properties A
Frequently Asked Questions
Pricing & Execution Assessing Income from Self-Employment
FAQs | Appraiser Independence Requirements
Delivering How to Underwrite Loans to Non-U.S. Citizen
FAQs | Automated Property Service Borrowers
Servicing
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o ) Questions)
lechnology Manager e . e

N

Desktop Underwriter 10 GBHWDI"[h :;r+\'- '


http://www.fanniemae.com/

Genworth Underwriting Guidelines

R t. 800 444.5664 | = | O
Genworth 3, & et

( Search Q) @ MANAGE MI

® VIEW ACCOUNT

MI & RATES UNDERWRITING & GUIDES LOS & CONNECTIONS | GENWORTH TOOLKIT | TRAINING

Let's help somed View Underwriting Guides Genworth Mortgage Insurance
Access Regulatory Resources
About Contract Services UW
Get UW Tips & Policies
The dft‘d[ﬂ Ol NUIVIERIVVYNERKSHIP,
It's alive and well with

MORTGAGE INSURANCE.

Underwriting Rate JExpress

Technology. Innovation.
We're changing the way
the Ml industry approaches
underwriting.

KNOW MORE »

We'll meet
you in your LOS,

Find a rate.
Share the results.

A QUOTE NOW »

A

Desktop Underwriter 10 G e erDI't h EAR -1



Genworth Rate Express®
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Training Tools and Information
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raining Tools and Information Recorded

Course Catalog T v

Q|

Explore and watch

Genworth offers a comprehensive suite of training opportunities to boost your know-how, benefit your bottom line and ultimately best serve your borrowers. on your time!

With more than 90 courses in our catalog, our team is here to help you stay up-to-date on the mortgage industry and regulatary environment. Classes are all

offered al no cost Lo you

LIVE WEBINAR
CALENDAR

Madtgagy Infustry Pratesasmnal
shdly Dovelopeent Skily

Browse by Role

DOWNLOAD

FULL

COURSE
CATALOG

Martgage
Frofessional

Lean OfMonr Loam Fracenar l I Underwrires

Featured Courses

-| Self-Employed Borrower Tools

Wwe offer 3 valiable colicction of downloagable cakculators and reference guides to help you with calcidating and analynng the awrage monthly ncome of seif

emgloyes borrowers. They provide suggested guidance enly and do not replace Fannie Mae or Freddie Mac mistructions or appicable guidelnes,

DU (0 VaNDUS MIErmet Broveser Wersions, plecse downiood ond sove POF before entering dot, Meuse nolé, calinalons are updated periodically,

Fasie Moe Farmm 1024 Calculatar (2095 Frodlie Max From ¥1 Calcutaton L2075 Scheduls Anslysis Mithod (SAM)
2006 2016 Caltulatar (2014-3018)
;'.....'. : - .o .. I'“.“m v - - v e E_‘"_. e euil®e g - " - oA
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income Calculation Tools
and Reference Guides

Self-Employed
Borrower Tools
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Additional Ml Site Information

Self-Employed Borrower Tools

Valuable income caloulation took and refarence guides for calculating sell.
AMPIoyed Derrowar INCome

Homebuyer
ucation

New Lower Rates

First-time homebuyers s ]
B

Training are looking for you. —r — —
018 b Help first-time homaebuyers
Lender Stories 2018 Fa c ; ¥
- Ganworth’s First-Time homebuyer eers e o iy drenarzh e Uil pa e prepare for the

homebuying process.
Your no-fee resourcel

UW Manual ' m—-l miaterial suite can help.
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@ First-Time Homebuyers fist g1 See all we offer p
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et Calcusater SOTE29T)

Master Pollcy Agreemuent Genworth MI Community Find My Sales Representative
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Lenwonn mi
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At M A Lo Gerwortt

First-time homebuyers had a strong purchase
year in 2017. Will that continue during 20187
Read what our very own Tlan Liu has to say
o Iy 1 30KINSS

GFY STANTED

Contract Services Agreement
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Your Genworth Resources

> ActionCenter®: 800 444.5664

» Your Local Genworth
Regional Underwriter

» Your Genworth Sales
Representative
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Legal Disclaimer

Genworth Mortgage Insurance is happy to provide you with these training materials. While we strive for
accuracy, we also know that any discussion of laws and their application to particular facts is subject to
individual interpretation, change, and other uncertainties. Our training is not intended as legal advice, and is
not a substitute for advice of counsel. You should always check with your own legal advisors for
interpretations of legal and compliance principles applicable to your business.

GENWORTH EXPRESSLY DISCLAIMS ANY AND ALL WARRANTIES, EXPRESS OR IMPLIED,
INCLUDING WITHOUT LIMITATION WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A
PARTICULAR PURPOSE, WITH RESPECT TO THESE MATERIALS AND THE RELATED TRAINING. IN
NO EVENT SHALL GENWORTH BE LIABLE FOR ANY DIRECT, INDIRECT, INCIDENTAL, PUNITIVE, OR
CONSEQUENTIAL DAMAGES OF ANY KIND WHATSOEVER WITH RESPECT TO THE TRAINING AND
THE MATERIALS.

Collateral Underwriter ®, Home Ready® and Desktop Underwriter © or DU ®, HomeStyle Renovation Loans® are registered trademarks of Fannie Mae

Loan Product Advisor ®, Home Possible ®, Home Possible Advantage , ®, Loan Collateral Advisor ® and Home Value Explorer® (HVE ®) are registered trademarks of Freddie Mac
Condo Project ManagerTM (CPMT"") MH Advantage Properties™, Automated Property Service ™(APS), HFA Preferred™ are trademarks of Fannie Mae

The Work Number® from Eqwfax is a registered trademark of Equifax

ActionCenter ®, Homebuyer Pr|V|Ieges® and Rate Express® are registered trademarks of Genworth Mortgage Insurance

Simply UnderwriteSM is a registered service mark of Genworth Mortgage Insurance

Genworth Mortgage Insurance Offers A Comprehensive Suite Of Training

Opportunities To Boost Your Know-How, Benefit Your Bottom Line, And Serve Your
Borrowers Better. Visit mi.genworth.com To Learn More.
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