Introduction to Freddie Mac’s:
CHOICERenovation*" Mortgage

March 2020

YOU-CENTRIC SOLUTIONS THAT MATTER G enwo rt h

0

Mortgage Insurance



Renovation Mortgages - Why?

According to Harvard Joint Center for Housing Studies, almost 80% of the
nation’s 137 million homes are now at least 20 years old and 40% are at
least 50 years old. Allow homeowners and homebuyers the opportunity to
finance their renovations and increase the value of an older home.
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Renovation Mortgages
Who are Renovation Mortgages

With Renovation Mortgages, borrowers can get access to permanent financing options they need for?

to repair, restore, rehabilitate or renovate their existing site-built homes.
+ Borrowers looking for flexible financing

These types of products can help borrowers who want flexible financing options in order to combine options

renovation mortgages with many other Freddie Mac products, including low down payment mortgages.

It also helps borrowers who need to remove a co-borrower or add a related person to the permanent + Borrowers who need to secure
financing under specific circumstances. permanent financing

There are expanded options to drive more loan volume with Renovation Mortgages available through
the Single-Family SellersServicer Gufde and enhanced niche-marketing opportunities to meet your
borrowers' needs when you process many of our low down payment mortgages as Renovation

https://sf.freddiemac.com/working-with-us/origination-underwriting/mortgage-products/renovation-mortgages
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Borrower Benefits

Save time and money. Allow borrowers to purchase homes and finance
the cost of renovations with a single-close mortgage.

Package the benefits. Combine this offering with our low-down payment
and higher LTV solutions to make financing renovation projects even more
affordable.

Increase home values. Whether borrowers are looking to improve a home
they intend to purchase or upgrade their current living conditions, home
Improvements and repairs can increase the value of their homes.
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CHOICERenovations™ Mortgage
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Who are CHOICERenovation

CHOICERenovation allows lenders to deliver loans to Freddie Mac where the borrower uses the loan

proceeds to pay for the renovations.

This solution addresses a gap in the market for lenders looking for a robust, conventional offering to
support renovation financing and provide cost-effective solutions for borrowers.

Offer more flexibility to your borrowers through any of our eligible fixed rate and adjustable rate
mortgages, in addition to Home Possible®, super conforming and HomeOnes™ mortgages.

Mortgages for?

+ Borrowers looking for convenience and

cost savings by financing their home
purchase and renovation costs in a
single-closing transaction.

- Homeowners who need financing to

make home improvements or repairs to
their existing properties or a home they
intend to purchase.

https://sf.freddiemac.com/working-with-us/origination-underwriting/mortgage-products/choicerenovation
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CHOICERenovationsM
Frequently Asked Questions

& Copy Link 1 Email = Print El L 4 @

Freddie Mac introduced a new offering that will allow renovation costs to be included in the mortgage
loan amount. It's called CHOICERenovations™ and it will provide lenders and borrowers with another
flexible choice for mortgage financing and home improvements.

What is the current renovation offering from Freddie Mac?

Why is Freddie Mac introducing CHOICERenovation? —

During the development of our Duty to Serve plan, we determined that a vital part of providing housing options for borrowers is related to the need for a new
renovation offering to help address the large number of older homes and shifting demographics in today’'s market. Our new CHOICERenovation offering will
allow borrowers to include renovation costs in the mortgage financing to assist in addressing the aging housing supply, the need for affordable housing and
the increasing demand for aging-in-place housing solutions. CHOICERenovation will also address a gap in the market for lenders looking for a robust,

conventional offering to support renovation financing and provide cost-effective solutions for borrowers.

https://sf.freddiemac.com/working-with-us/affordable-lending/duty-to-serve/manufactured-
housing/choicehome/choicerenovation-sm-frequently-asked-questions
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Transaction Type

— Purchase
— No cash-out refinance (NCOR)

https://sf.freddiemac.com/working-with-us/origination-underwriting/mortgage-products/choicerenovation
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Eligible Mortgage Products

— Fixed rate and adjustable rate mortgages
— Freddie Mac Home Possible® mortgages
— Freddie Mac HomeOnesM mortgages

— Super conforming mortgages

https://sf.freddiemac.com/working-with-us/origination-underwriting/mortgage-products/choicerenovation
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Property Type / Eligible Properties

1-4-unit primary residence

Manufactured homes

1-unit second homes

1-unit investment property

Units located in planned unit developments (PUDs),

condominiums, cooperatives (if permitted under the Seller’s

Purchase Documents) or leasehold estates are acceptable
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Eligibility Underwriting

— Mortgages delivered under the CHOICERenovation offering
must be submitted to Loan Product Advisor® and receive a
Loan Product Advisor “Accept” risk classification.

— Manual underwriting will not be accepted.
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LTV Requirements

The following includes maximum LTV ratios. Please note, the maximum
LTV ratios depend on the specific product or offering; there may be
additional possible LTV ratios, i.e. condominiums when the project reviews
are streamlined; these numbers are subject to change. TLTV to 105% with
eligible Affordable Seconds (only with Home Possible and HomeOne).

— 1-unit Primary Residence - 95% FRM/ARM / FTHB if > 95% (applies to
HomeOne). (Can go up to 97% for Home Possible or HomeOne only)

— 2-unit Primary Residence - 85% FRM/ARM

— 3-and 4-unit Primary Residences - 80% FRM/ARM

— Second Homes - 90% FRM/ARM

— 1-unit Investment Property - 85% FRM / 7/1 and 10/1 ARM
— Manufactured Homes - 95% FRM/ARM
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Allowable Renovation Costs

For Refinances, the maximum permitted renovation costs are up to 75% of
the “as-completed” appraised value of the improvements.

For Purchases, the maximum permitted renovation costs are up to 75% of

the lesser of
1.) the sum of purchase price and renovation costs or

2.) the “as-completed” appraised value of the improvements.

If the mortgaged premises is a manufactured home, the maximum permitted
renovation costs are the lesser of $50,000 or 50% of the “as-completed”

appraised value of the improvements.
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Borrower As Contractor

The Borrower may act as the general contractor for the renovations if the
Borrower is a licensed contractor. The Borrower may perform some or all of
the work to complete the renovations as long as he/she is licensed and
gualified to do so. In connection with Borrowers who act as the general
contractor and/or perform renovation work, the following requirements
apply:
= The Borrower must submit to the Seller a plan detailing the work items
the Borrower will perform, and

= CHOICERenovation Mortgage proceeds may be used to reimburse the

Borrower for the cost of materials but may not be used to reimburse the
Borrower for labor costs
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Freddie Mac Selling Guide

Guide Home > Selling > Series 4000 : Mortgage Eligibility > Topic 4600 : Special Freddie Mac Mortgage Products > Chapter 4607 : Freddie Mac CHOICERenovationSM
Mortgages

chapter 4607 Freddie Mac CHOICERenovationSM Mortgages

4607.1 Purchase of CHOICERenovations™ Mortgages
4607.2  Eligible and ineligible Mortgages

4607.3 Property eligibility

4607.4  General eligibility requirements

4607.5 Underwriting CHOICERenovations™ Mortgages
4607.6 Eligible renovations

4607.7  Advancing the costs of materials

A4607.8 Maximum financed renovation cost for CHOICERenovations™ Mortgages

https://quide.freddiemac.com/app/quide/chapter/4607
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Tools and Resources

CHOICERenovations™
MORTGAGES

and cost savings by financing their
home purchase and renovation
coets in a single loan.

» Homeowners looking for 8 no cesh

out refinence option to make home:
improvements or repairs to their
existing property.

- First time homebuyers,

homeowners looking to age in place
and multigenerational families n
need of living space customization.

» Purchaze and no cash out
refinancing.

» Maximum 95% LTV/TLTV/HTLTY
FTHE if »35% HomeOne®™ only.
97% Home Poasible® only.

« Eligible for appraised value
representations and warranty relief
through Loen Collateral Advisor®.

= Housing resilience and energy
efficiency items are eligible

ion costs.

+ Term of Buginess (TOE) path
available for eligible sellers to
deliver loana before renovations

Our latest solution for financing home improvements designed for borrowers looking for convenience and cost savings
by financing both their home purchase and renowation costs in a single loan

Freddie Mac's CHOICERenovation®™ offering allows lenders and borrowers fo save time and money by financing home
improvernents using one loan and one closing. With CHOICERenovation, lenders can expand their business by meeting
a greater variety of client needs and offering a mortgage financing solution that helps address the aging housing
supply, the increasing demand for cost-effective financing, aging-in-place housing solutions, and supports the need for
affordable housing.

BORROWER PROFILE KEY FEATURES BORROWER BENEFITS

CHOICERenovation iz designed to meet
the needs of:

« Borrowers looking fior convenience

= Save time and money. Allow
bomowerz to purchaze homes and
finance the cost of renovations with
8 single close mortgage.

= Package the benefits. Combine thiz
offering with our low down payment
and higher LTV solutions to make
financing renovation projects even
movre affordable.

* Increase home values. Whether
bomowers are looking to improve
8 home they ntend to purchese
or upgrade their current living
conditions, home improvements
and repeirs can increase the value

are compiete. of their hormes.
= Abdity to draw 50% of the material
coats at closing.
cant
FreddisMac_com Publication Humbes | Do0 Junezala “he narrialon nih s conLment s nola rep acemanl or sUbs e o
mormalon ounc 2

et
s o your Masler Agreerient anc/or Masker Corme menl,
nmmg:;c

& Mac

https://sf.freddiemac.com/working-with-us/origination-underwriting/mortgage-products/choicerenovation

CHOICERenovation Mortgage

13

Genworth

Mortgage Insurance

Xty
A/'"\\w


https://sf.freddiemac.com/working-with-us/origination-underwriting/mortgage-products/choicerenovation

Tools and Resources

https://sf.freddiemac.com/working-with-us/origination-underwriting/mortgage-products/choicerenovation

CHOICERenovation®™ Mortgages Offering Fr:;d__dieMac

le- Family

The renovation market has grown more than 50 percent since 2009. The U.S. market for home improvement and
repairs is now over $400 billion annually, according to the Harvard University’s Joint Center for Housing Studies
{JCHS). Given the increasing age of existing housing stock, there is a need to provide an affordable way for
borrowers to finance older properties in need of repairs.

CHOICERenovation®™ is our new home improvement offering that allows renovation costs to be included in the
maortgage loan amount. It is available across the broad market and zll underserved, high-needs markets, including
the following Duty to Serve markets: affordable housing preservation, rural housing and manufactured housing.

While CHOICERenowvation is valuable in supporting Duty to Serve and other affordable-related lending. there is no
requirement that it be used in conjunction with those offerings. There are also no barrower income limitations.
For complete details, refer to the Freddie Mac Single-Family Seller/Servicer Guide (Guide), Chapter 4607,

Two delivery optiona

Mortgages with Settlement Dates after completion of renovations:

The renovations and the final inspection must have been completed prior to the loan being
delivered to Freddie Mac. The loans will be delivered without recourse and Seller must deliver
IFl eode J25.

Mortgages with Settlement Dates prior to completion of the renovations:

These loans must be delivered with recourse and Seller must deliver IFl code J24.

@ l . Approved Sellers can deliver the loans to Freddie Mac prior to completion of the renovations.

- e = ==y
Freddie Mac has a streamlined eligibility process that reviews the lender’s ability to sell mortgages with

Settlement Dates prior to the completion of the renovations. The Seller can request approval by calling either its 1
Freddie Mac representative or (300] FREDDIE. 1

Ehgible Mortgages

/\\ CHOICERenovation Mortgages must be first-lien mortgages and may be many different mortgage
LJ-LJ products or offerings within the Guide, including Home Possible® and HomeOne®™ mortgages. See

Section 4607.2{b) for the list of mortgage istics that are ineligible with CHOICERenovation.
December 2019 Freddie Mac Learning

CHOICERenovation Mortgage
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Tools and Resources s

CHOICERenovationsM
TERM OF BUSINESS i o e e e

projects. Please use this TOB path to help walk you through

(TO B) PATH the steps necessary for Seller eligibility. recourse removal and

extension requests.

CHOICERenovation, our offering that allows renovation costs to

L]

Getting Started. Do you have a Freddie Mac account execufive (AE)? Contact them today to inquire about usage of the
CHOICERenovation TOB. If not, please call 800-FREDDIE to be directed to an account executive who can assist youw

RECOURSE

ELIGIBILITY PROCESS REMOVAL PROCESS

Step 1: Lender contacts AE to | Step 1: Renovation work is complete. Final
request TOB eligibity. |00l } inspection is performed.

Step 2: AE completes preliminary review
and proviges the Seller Eligibility

Application—requests past two years of
loan for renovation
they've originated andior serviced.

gag

the certificate of completion and evidence
of first-lien position. These are sent to
CHOICERenovationi@freddiemnac.com

Step 2: Lender provides Freddie Mac with
Step 3: Lender completes & submits application. Y

Step 4: Freddie Mac reviews application.

and lender receives the TOB". provided: lender receives no:lﬁca‘hon onee

recourse has been removed O

Step 5: AE notifies lender of their approval @ Step 3: If neceseary, documentation is

EXTENSION intinihit et
REQUEST PROCESS

Step 1: If a lender Step 2: The lender should provide the Step 3: Lender will be
anticipates that a project will AE with 1.) a detaded description of why notified if their extension
extend beyond 365 days the project will be delayed, 2.) the new request is approved®.
from the Note Date, they expected date of completion. 3.) if there 0
should inform their AE as are any changes to the scope of work, “Wihe exienshn request s denied and the
soon as possible. and 4.) submit the abowve i writing to Tﬂwﬁm“
CHOICERenovation@freddiemac.com repurthazs the loan.

B @ Frocidic Mac: iz dresity e
B

ez note A1 mergages with LTV e greser

https://sf.freddiemac.com/working-with-us/origination-underwriting/mortgage-products/choicerenovation

NP
- Genworth 3, &,

Mortgage Insurance

CHOICERenovation Mortgage


https://sf.freddiemac.com/working-with-us/origination-underwriting/mortgage-products/choicerenovation

Tools and Resources

FQddie Mac

Single-Family

Freddie Mac CHOICERenovationsM
MORTGAGE BORROWER TIPS

LOAN NUMBER:
BORROWER NAMES:

Please review the important tips listed below about Freddie Mac's CHOICERenovation®™ mortgage offering and home
improvement projects.

Please note: This is NOT a required document for Freddie Mac’'s CHOICERenovation mortgages. However, a lender
may use it to help you better understand the terms of a renovation or home improvement mortgage. As an option, a
lender may require you to sign the document to confirm that you understand the information provided.

This document can also be used as general best practices information for many home improvement projects.

“You are
the contractor's work.

warranties with the contractor. The lender does not provide any wamanty on

When selecting a contractor, you should always review the contractor's references, licensing and financial background, as applicable.

‘You may ask the lender for a contractor profile form to assist in your review.

I you are purchasing a home to renovate, please note that the lender does not warrant or guarantee the condition of the property
being purchased or the renowation.

You are ible for i ion and ensuring that it is done as specified in the construction contract with the
contractor. Ifmtsmpstlrmemmd period of time, or there are problems with the work performed that may cause significant
delays. you must contact the lender.

e You are ible for making the payment each menth, even if the renovation is not satisfactorily completed. You may be
able to finance wp to six months of principal, interest, taxes and insurance (PITI) payments if the home cannot be ocoupied during
thie renovation.

e Funds for the renovation are paid in vith a schedule o you, th and the lender. Material draws may
be issued immediately after closing of the mortgage. Funds are released te the contractor after an inspection of each phase of the
renowation. The funds are provided in a check made payable jointly to you and the You request pay on a Draw

Request form submitted to the lender.

https://sf.freddiemac.com/working-with-us/origination-underwriting/mortgage-products/choicerenovation

CHOICERenovation Mortgage
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Tools and Resources

charming... |
vintagegem... < *
hidden potential...

If any of these terms are used to describe
your current home or the home you're
hoping to purchase, it's now easier &t

than ever to finance your l‘\,, ‘ i
home renovations. Y S

®
Save time Do
and money. HERE
Our new renovation offering
provides the opportunity to Enter contactmformation.
purchase or refinance a home and other necessary
and include the future renovation information here.
costs with one simple, single-
close mortgage. Learn more
about the benefits of our
renovation offering today. We're proud to offer CHOICERenovation™.

https://sf.freddiemac.com/working-with-us/origination-underwriting/mortgage-products/choicerenovation
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Appraisal Requirements

The Seller must obtain an appraisal report based on an interior and exterior
inspection. The appraisal report must include an “as completed” value of the
subject property subject to completion of the proposed renovations.

The Seller must provide the appraiser with the cost estimates, plans and
specifications for the renovations.

If, after the appraiser provides the “as completed” value, changes are made to
the original plans and specifications in accordance with

the Seller must notify the appraiser of the changes and provide change
documentation to the appraiser. The appraiser must provide a revised appraisal
to reflect the changes and account for the impact on the “as completed” value.

Upon completion of the renovations, the appraiser must perform a final
inspection of the property in accordance with and complete a
certification of completion. The completion report must document that all
renovations were completed in accordance with the plans and specifications and
must include photographs of the completed renovations.

NP2
iy Genworth s, .

Mortgage Insurance


https://guide.freddiemac.com/app/guide/content/a_id/1003252
https://guide.freddiemac.com/app/guide/content/a_id/1000680

Mortgage Insurance

If Mortgage Insurance is required it must be in place before closing
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Genworth Rate Express®
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Genworth Underwriting Guidelines
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Regulatory Resources

Contract Services
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LOS Connections
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Training Tools and Information
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Training Tools and Information

Course Catalog

(

v | Search Training Courses

a)

Genworth offers a comprehensive suite of training opportunities to boost your know-how, benefit your bottom line and ultimately best serve your borrowe
more than 70 courses in our catalog, our team is here to help you stay up-to-date on the mortgage industry and regulatory environment. Classes are all offert
cost to you. Check out our new Featured Series below!

Browse by Role

-

Browse by Topic

Q000

f Mo
Ky

Featured Series and Cou

Mortgage Professional

Loan Officer ‘ E Loan Processor

Underwriter

Due to various internet browser versions, please download and save PDF before entering data. Please note, calculators are updated periodically.

Fannie Mae Form 1084 Calculator (2017-
2018)

Calculate and analyze cash flow to help you complete Fannie
Mae form 1084. UPDATED

Schedule Analysis Method (SAM) Calculator
(2017-2018)

Calculate qualifying income from tax returns. UPDATED

Quick Ratio - Liquidity Calculator (2017-
2018)

Calculate an organization's liquidity against current liabilities.
UPD

ATED

Fannie Mae Rental Guide (Calculator 1039)

Calculate qualifying rental income for Fannie Mae Form 1033
(Business Rental Income from Investment Property)

Income Calculation Worksheet

Freddie Mac Form 91 Calculator (2017-2018)

Quick reference guide and income analysis for Freddie Mac Form
a1

UPDATED

Rental Income Calculator (2017-2018)

Assists in calculating rental income from IRS form 1040 Schedule
UPDATED

Fannie Mae Rental Guide (Calculator 1037)

Use this worksheet to calculate qualifying rental income for
Fannie Mae Form 1037 (Principal Residence, 2- to 4-unit
Property)

Fannie Mae Form 1088 Cheat Sheet (2017-
2018)

Use this quick reference guide for Fannie Mae's Comparative
Analysis Form (Form 1088) UPDATED

Freddie Mac Form 92 Calculal

Form 52 Net Rental Income Calculations - £

Current Ratio - Liquidity Calc
2018)

Calculate working capital liquidity agsinste

Fannie Mae Rental Guide (Cal

Worksheet for calculating qualifying rental
Mae Form 1038 (Individual Rental Income f
Praperty)

Fannie Mae Comparative Anz
1088 (2017-2018)

Calculate increases/decreases in gross inca
taxable income.

Self-Employed

Borrower Tools

Income Calculation Tools
and Reference Guides

Recorded
webinars

Explore and watch
on your time!

COURSE
CATALOG

==

LIVE WEBINAR
CALENDAR

mi.genworth.com
Xty
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Additional MI Site Information

Cumaes el ol mpoyed sorrower Tools T
Valuable income calculation tools and reference guides for calculating self-employed borrower o me uyer

[Video] Underwriting & Technology income.

August Training Let's qu°te rates i Educatlon

The NEW

? - Let's help first-time
@ Rate Express: Reimagined quCkly Wlth — Rate | | homebuyers prepare ﬂ
_——Xpr ess Schedule Analyss Method (SAM) Calcuiztor  Fannie Mae Form 1084 Calculator (2017 Fredaie Mac Form 91 Calculator (2017-2018) SR :
YOU-CENTRICITY y gh 2 for buying a home.
Your no-fee

resource!
GET A QUOTE!
Freddie Mac Form 92 Caiculator (2017-2018)  Rental Income Calculator (2017-2018) ™

Master Policy Agreement Genworth MI Community Find My Sales Representative
Partner with us. A master policy agreement is the first step to submitting Ml loans

®
Views to Use

Underwriting and the Digital

Contract Services Agreement M Ortg 3 fo rmation

Offset fixed underwriting costs as you adjust to the latest industry demands! William Jackson Vann Holland
Request a contract services underwriting agreement. Account Manager Inside Sales Representative

L 9193065348 o L 9198464269
GET STARTED STAY CONNECTED lj m D

£ wiitam jacon@genmont.com [T ——

\l/

mi.genworth.com
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Your Genworth Resources

> ActionCenter®: 800 444.5664

» Your Local Genworth
Regional Underwriter

» Your Genworth Sales
Representative

CHOICERenovation Mortgage 26
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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.

HomeOneSM and CHOICERenovation®™are service marks of Freddie Mac
Loan Product Advisor® and Home Possible® are registered trademarks of Freddie Mac
ActionCenter® and Rate Express® are registered trademarks 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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