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Ability-to-Repay (ATR) Rule

Key concepts of the rule:

— The creditor must make a reasonable and good faith determination that the consumer has
the ability to repay the loan.

» Mortgage borrowers must provide ample financial documentation; lenders must verify the
documents.

* In order to be approved for a particular home loan, the borrower must have sufficient income and
assets to repay the loan.

A
Calculating Income 3 GenWOI’th 7/'\7®
4 A}



The Mortgage Application 1003/65

Uniform Residential Loan Application
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The GSEs Announce Future Updates to the URLA

December 8, 2013

Freddie Mac and Fannie Mae (the GSEs) are excited to snnounce we are revising and redesigning the Uniform
Fesidential Loan Application (URLA) (Fannie Afae Form 1003 or Freddie Afac Form 67) and developing a

corresponding standardized dataset, the Uniform Loan Application Datasst (ULAD). The revised URLA form
will prowide lenders and borrowers with grester clarity and an ezsier, more consumer-friendly loan application.

Given the mortgage industry’s meny changes over the years, along with the G5Es” changes to underwriting
policies and eligibility requirements, the time is right to redesizn the form to better addres: industry needs. The
UFLA redesizn effort is & component of the Uniform Moertgage Data Frogram (UMDF), and alizns with the
UMDEs focus on enhancing data quality, consistency, and clarity to strengthen the losn mannfactaring process.

The G5Es have the following thres objectives for the project:
1. Update the URLA to collect information that is relevant and nseful to the indusay and provides lenders
the information needed to make an underaTiting decision;
2. Fedesizn the formar and lzyout of the URLA to make it more consumer Fiendly, enhance collection, and
improwve usability; and
3. Defins a MISMO compliznt dataset that suppors the URLA

A Revized TRLA Form

The UFLA is joimtly owned by the G5Es and ha: not undergone a major revision for over 20 years. The G5Es are
reorgznizing the layout of the URLA form to mske it more consumer-friendly and updating the terminologzy to msake it
easier for borrowers and indusoy stakeholders to understand. In addition, the GSEs are adding new dats fields to support
both the GSEs’ and government requitements, such as those published by the Federal Housing Administration (FHA), the
U.5. Department of Veteran Affairs (VA), the U5, Deparment of Agriculure—Fural Development (USDA-RD), and the
Consumer Financial Protection Burean (CFEB).

Industry Feedback I Important

The GS5Es have collaborated with many industry stakeholders, including lenders, technology solufion providers, mortzage
insurers, wade associatons, housing advocates, and consumer groups. In addition the G5Es have conducted several
nsability studies with underwriters, mortzage processors, loan officers and, most importantly, consumers. These smdies
have helped us understand how applicants and lenders navigate and complete the form, identify areas of confusion, and
deternmine elements of the form redesizn that are working well or need sdditional work.

Summary of URLA Form Updates

Following are some of the updates being made to the URLA and comesponding UL AD:

» Femoved a pumber of fisld: inclnding (but not limdted to) property legal description, sutomobile owned, year
‘built, and net worth.

»  Updsted bormower contact information, such as cell phone oumber and email address.

December 2015 © 2015 Fannle Mae and Freddle Wac. Trademarnks of respecive owners.

This communication relates o the Uniform Morigage Data Program®, an effort undertaken jointly by Fannie Mae and Freddle Mac at the direction of Seir

reguintr, the Federal Houzing Smance Agency.

https://www.fanniemae.com/content/news/ulad-announcement-december-2015.pdf
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Fannie Mae

ISingle-Family

v

Originating & Underwriting

Uniform
Residential Loan
Application

‘- Sign Up for Email Updates

Related Links

Uniform Mortgage Data
Program (UMDP)

Guide Forms

Related Applications

Desktop Underwriter

Search forms, documents, site content, etc...

Pricing & Execution Delivering Servicing

Training Technology

The GSEs redesigned the Uniform Residential Loan Application (URLA), developed a
corresponding Uniform Loan Application Dataset (ULAD), and created a new Desktop
Underwriter Specification. These documents support changes in mortgage industry credit,
underwriting, eligibility policies, and regulatory requirements.

URLA Announcements

What's New

URLA Implementation Guidance and Update |
November 2016 new

AUS Specification for Desktop Underwriter and
Dynamic URLA | September 2016

Show All
Getting Started with Redesigned URLA Form

URLA Fact Sheet
URLA Instructions
URLA Rendering Design Options

Important Redesigned URLA Nov 01, 2016

Implementation Guidance new

The GSEs have released implementation
guidance and clarity around the effective date for
the redesigned URLA (Fannie Mae Form 1003).

The Dynamic Redesigned URLA and  Sep20.2016

DU Specification are Here

The GSEs announced the release of their AUS
specifications updated to MISMO v3.4, along with
the dynamic version of the redesigned URLA
(Form 1003), as well as the URLA Spanish
Translation Aid.

https://www.fanniemae.com/singlefamily/uniform-residential-loan-application
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Uniform Residential Loan Application

Varify and ¢

infarmation as directed by your Lender,

Section 1: Borrower I
employment and other sources,

1a. Parsonal Information

Mama First, Middle, Last, Suffix)

Altarnata Namas - List ary names
ursder which credit wias previousiy

sta the information on this application. If you are spplying for this lan with others, rach addionsl Borrower must pravide

3 S corpleie &y Lo Landr:

Lancten oo Koo Ukl Loan Kentiser

Agery L W2

Uniform Residential Loan Application — Additional Borrower

Varily and complets the information on this application as dirscied by your Lendar.

Section 1: Borrower Informatlon. This section asks abour your parsonal infommation and your income from

To be omuictes! b the Lender:

LandarLzan Ko jL I Loan Iduntar, Aguncy Cass Me.

Uniform Residential Loan Application — Lender Loan Information
This section 1s completed by your Lender.

L1. Property and Loan Information

Community Proparty State Rafinanca Typa Rafinance Program

[ At least ane barrower lives in 2 community property state. © Mo Cash Out ©Q Full Documentation

[The property is in 3 community property stabe. QO Limited Cagh Out Q) Interest Aste Reduction
Transaction Datail O Cash Out © Streamlined withaut Appesisal
[]Canwersicn af Cantract for Deed or Land Contract O Other

[ Renovatian

O Canstruction-Canversicn/Constructicn-to-Permanent
O single-Closing O Two-Clasing

amployment and other sources, such as ratirsmant, that you want considarsd to qualfy for this lan. Constructionfimprovement Costs § b kel .
Lat Acguired Date. I [mmeyryyl |
(O lam 2pplying for individual cra Original Costof Lot § Uniform Residential Loan Aol — Sheet
O 1 am z2pplying for joint cradit. T K — e
Each Besmower intends to apply W (FIsL Mo, LOSt Sutme) S0 Seurtty Number - - ProjectTypa [ClCondominium  ClCoa
. A for inclivigka Tuapeyer dentifca tion Mumbe) Usa this continuati i Applicati
rital Status Dopal  AMomate Names - List any Nomes by wiich Fou GTe KTOWTR 07 Sy Rames Dataol (CHULS. CHizan Borrowar Namea {Fist, Middie, Last, Suffir)
OMarried Mumb  undierwhich credi was proviustracebed [First Middhe, Last, Sufte) I 7 O Pormanent Rusiont AR ) )
83?.;::} Ages_ _r (OrMon-Permansnt Restdan!  Titie to the Aroperty Will be Held in Wht Nan
*Singie, Divarced, Widowed, Cvil Un () Iam applying for Individual credit List Maimsays| af Orthar B orrowsan;s) Appdying for this Loz
Reciprocal Beneficiary Relationshir anohira frad st of Booimaaars: It Mk S N N . - .
W o IE:: e loint Totim o - it Lot Demog raphlc Information Addendum. This section asks about your ethnidty, sex, and race.
Tl Irass
Street Martts  Tobecompleted by the Lander:
iy CMgn  lendarLozn NoUniversal Laan idsetifer preen el Demographic Information of Borrower
How Long at Current Address? 85«1. The purpose of collecting this Information is to halp ensure that all applicants are treated fairly and that the housing needs of communities
L N = N = = N and neighborhoods are being fulfilled. For residential mortgage lending, fedaral law requires that we ask applicants for their demographic
I &t Cu Add for LESS th = z a e - N - o - - - -
5‘::“ rrant Addrass m Uniform Residential Loan Appllcatlon — Unmarried Addendum information (ethnicity, sex, and race) in order to monitor our compliance with equal credit opportunity, fair housing, and home mortgage
Gty P disclosure laws. You are not required to provide this information, but are encouraged to do so. The law provides that we may not discriminate
For Bom Selacting the U ried Status on the basis of this information, or on whether you choose to provide it. However, if you choose not to provide the information and you have
HowLangat Former Addess? __ - Streat made this application in person, federal reguilations require us to note your ethnicity, sex, and race on the basis of visual observation or surname.
Masiling Address - if differsnt from | ™ —  Lenders Instructions for Using the Unmarried Addendum The law also provides that we may not discriminate on the basis of age or marital status information you provide in this application.
Street HOWL  Jhe Lender may use the Unmarried Addendum cnly when a Borrower selectad “Unmamied”in Section 1 and theinform  Instructions: You may select one or more "Hispanic or Latino” origins and one or more designations for "Race” If you do not wish to provide
Gy Wath  necessary to determine how State property laws directly or indirectly affecting creditworthiness apply, induding ensw 50me or all of this information, select the applicable check box.
Military Service - Did you for your  Strasat
FYES, all that apply: Cun O For exampde, the Lender may use the Unmarried Addendum when the Borrower resides in a State that recognizes civil Em"_":"_ ) Race . ) .
- check ""— O H Lat O Indizn or Alaska Native - Ente Fenrolled
DOCun goeyyy  Parinerships, or registered reciprocal beneficiary relationships or when the property is located in such a State. “State”n Dlspanl.cor 'Ej : O merican " Iﬂ':" orlas ¥ - Enfername ofenn
Dont ——  District of Columbia, the Commonwealth of Pusrta Rico, or any territory or passession of the United States. Medcan LI Puerto Rican LI Cuban o principal tribe:
Osun  Mailin [ Other Hispanic or Lating - Enfer arigin: O asian
St ifyou selected "Unmarmied” In Section 1, i there a person wha is not your legal spousa but who cummently has real p E Asian Indian EU‘IIHEE EF'_I'F"”D
Chy_ thase of a legal spousa? CND (OYES Examples- Argentinean, Colombian, Dominican, Micoreguan, Japanﬁe_ Korean Vietnamesa
Th. Curramt Employmont/Sali EgEemeGm Saivadoran, Spaniard, etc [ Other Asian - Enterrace:
. IYES, If YES, indicate the type of relationship and the State in which the relationship was formed. For examp . . LT Examples: Hmong, Laotian, Thai, Pakistani, Cambodian, etc.
Emplaysr or Busingss Mama | AR N - . 3 3 S R = O Mot Hispanic or Latino : . g
«ivil union, domestic partnership, registered reciprocal beneficiary relationship, or other relationship recognized 11 do nat wish to provide this information [ Black or African American
:dd“‘-“ currently reside or where the property is located. p [ Mative Hawaiian or Other Pacific lslander
ity . . N
—i OCivil Union ) Domestic Partnership O Registerad Reciprocal Bensficiary Relationship O Other (xpiain) _ Sex O Native Hawaitan [ Guamanian or Chamorro (] Samoan
— L Other Pacific Islander - Enter race:
Pasition or Tiths: State = [ Femala
Start Data ey i 0 Male —
Examples: Fjian, Tongan, etc.
How long in this line of work? ___ - = O | do mat wish to provide this information O White tam fongan.
DiCheck if you ara the Business (  Addrozs — e [ | o nat wish to provide this information
OwnarorSalf Employad (. sate__x g, e ——|
Boru 5 |
F TRI& Nk IT this aAppies I imion & i ToBeG d by Financial Ins {for app tiom person):
— SanDats___/ e [Jiwm s ployed by o farmily meember, e
progerty sy, resl state sgere, o other Ir;"' | Was thaathnicity of the Borrower collected on the basis of visual observation or sumame?  ONO  OYES
Howleng In thls Ine of work? ___¥ears___ Mo party b the trarasction. - . | Was the sex of the Borrower collected on the basis of visual observation or surname? Ono Oves
Cicheck i you ane the Business () have an ownership share of kes than 25%.  Monthiy income jor Loss) ——  Was therace of the Bomower collected on the basis of visual cbservation or surname? CIMO OYES
Ownar or Saif-Employed ()1 have an ownerslp e of 2R ol mo. 5 TOTAL & A

Uiz Reidential Loan Apslotion — Additional Borrower
Frmdlofin M Froem £ < Fannie Mas Foem 1001
Blremenc! 282315 - NI FOR CLESEENT LISE

The Demaographic Information was provided through:

[ Face-to-Face Interview (includes Electronic Mediawy Video Component)  [ITelephone Interview ] Faxor Mail  CIEmail or Intarmet

https://www.fanniemae.com/singlefamily/uniform-residential-loan-application
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Verifying Employment History

Two year history is required on the 1003 for all applicants
— Spell out the full, complete business name and address.

— Correctly identify type of employment:
* Does the borrower receive a W2 or 1099?
* If the borrower owns 25% or more of the business, they are self-employed.
* Note- A borrower may be self-employed and get a W2 from that business.

— Years on job and employed in line of work will be compared to job title and credit report.

— Title/Type of Business should convey enough information to:
» Convey what duties the borrower performs.

Borrower IV. EMPLOYMENT INFORMATION
Name & Address of Employer Self Employed | Yrs. on this job 8 Name & Address of Employer
USA Trucking Yrs. employed in this

2 Corporate Center line of work/profession
Raleigh, NC 27615 18

Position/Title/Tyme of Rusiness Business Phone (incl. area code) Position/Title/Tvpe of Business

Sales Rep 919-555-1212

If employed in current position for less than twoe years or if currently employed in more than one position, complete the following:

Calculating Income 7 GenWOI’th /.\ ®



Verifying Employment Income

What Not to Ask-
“How Much Do You Make?”

$39,850!!

Ny
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Verifying Employment Income

The Interview- Let’s talk about how you get paid...

Do you Receive an Annual Salary?

Are you Paid by the Hour?
» If yes, what is your hourly rate?

 How many hours do you work per week?

— Are your hours scheduled or per diem?
— Do the amount of hours vary week-to-week?

— Do you work year round or is your position seasonal?

Do you Receive any Commission Or Bonus Income?
« If yes, have you received it for the past two years? Has it declined? Do you expect to

continue receiving it?

A
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Income Calculation

Annual Salary/ 12 months

Weekly- Every Week Weekly Base x 52 / 12 months

Bi-Weekly- Every Two Weeks Bi-Weekly Base x 26/ 12 months

Bi-Monthly- Twice a Month Bi-Monthly Base x 2

Hourly- Per Hours Worked Hourly Rate x # of Hours Per Week x 52/ 12 months
Pier Diem, Commissions, OT... Average over 24 month Period

Calculating Income GenWOI’th = '\‘®10



Monthly Income

V. MONTHLY INCOME AND COMBINED HO

Gross
Monthly Income Borrower Co-Borrower Total
s Base Empl. Income* $ 5166.00 S $ 5,166.00
Overtime 0.00
Bonuses 0.00
) (Commissions 2.666.00 2,666.00
Dividends/Interest | 0.00
Net Rental Income 0.00
Other (before completing,
see the notice In “describe 0.00 B

other income,” below)
Total [ 5 7.832.00 [s 0.00 | 5 7.832.00 1

Self Employed income (25% or more ownership of business) would be entered as Base
Income but the indicator must be checked in the employment section. Self Employed

Xy

11 Genworth BN
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Verifying the Qualifying Income

A minimum history of two years of employment is recommended. However, in
certain circumstances income that has been received for a shorter period of time
may be acceptable. Each file is reviewed individually.

Base Pay (Salary and Hourly)

Obtain the following documents:

« A Completed Verification of Employment (Form 1005) or

 The Borrower’s Recent Paystub & W-2 Forms (covering the most recent two-
year period). A 1005 may be required to document the income types included
on the W2.
» The paystub must be dated no earlier than 30 days prior to the initial loan application

and it must include all y-t-d earnings.

« They must be computer generated or typed by the employer.

» A \Verbal Verification of Employment (VVOE)

« Fannie Mae & Freddie Mac require lenders to have each borrower (regardless
of income source) complete and sign a separate IRS Form 4506-T at or before
closing.

XYy,
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Verification of Employment-1005

Part || — Verification of Present Employment

9. Applicant’s Date of Employment 10, Present Position 11. Probability of Continued Employmen
08/22/2012 Customer Service None _dlle Below
12A. Current Gross Base Pay {Enter Amount and Check Period) 13. For Military Personnel 14. If Overtime or Bonus is Applicable,
Annual 7 Hourly Pay Grade Is Its Continuance Likely?
7 Monthly " Other {Specify) Type Mont Overtime [ Yes Y No
s Weekly e p . Bonus [ Yes [¥ No
12B. Gross Earnings ase ray 15. If paid hourly — average hours per
Type Year To Date Past Year Past Year Rations $ week 35.7
Thru S Flight or 16. Date of applicant’s next pay increase
Base Pay $ $ $ Hazatd $ NA
Clathing $
Overtime $ $ $ 17. Projected amount of next pay increase
Quarters $
NA
Commissions | § $ $ Pro Pay $ 18. Date of applicant’s last pay increase
01-01-2013
Overseas or
Bonus $ $ $ Combat $ 19. Amount of last pay increase
Variable Housing
Total s 0.00 ¢ 0.00 s 0.00 Allowance $ oL

20.Remarks {If employee was off work for any length of time, please indicate time period and reason)

Plant Schedule for Shutdown December 2014

T —— Tl w

v\‘.‘/v
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Written Verification of Employment-1005

VOE Reminders:

— Independently verify address to which you are sending

— Do not put “Attention to” on the form

— Forms should be signed, dated with signature and printed name of employer

— If faxed, note the origin of the faxed document-Is it coming from the employer?

— Income Consistent with application

— Is bonus, or overtime likely to continue? Probability of Continued Employment?

— Review for different handwriting styles, cross outs, white out or cutting and pasting
— Should it be handwritten?

— The VOE cannot be hand carried by the applicant NOR should it be mailed to a P.O. Box
unless you have verified that that is the employer’s protocol

— The VOE can be helpful in determining a trend of non-salaried income such as overtime
or bonus

— The VOE may be critical explaining why the y-t-d appears inaccurate (medical leave,
personal leave, recent pay increase...)

— Verify document does not expire prior to note date (Typically documents valid for four
months)

A
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VOE -1005

All of the information on Form 1005

must be legible. & FannieMae
Request for Verification of Employment
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*  #16- Date of next pay increase T e e 1 e et €
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pay increase P R 2 B T
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Examining Pay Stubs

Reminders:

— The borrower’s name and SSN# must be consistent with the application (Spelling, middle
initial or a JR or IlI).

— Computer generated, if not the most recent tax return is required and/or a written voe
— If paid hourly, the number of hours must be noted on the paystub

— Dated within 30 days of application; If stale dated ask applicant for more recent stub.
— YTD income must be provided and should be consistent with monthly income.

— Note any commission, overtime, or bonus income-don’t use if you don’t need.

— Review for possible liabilities that may need to be included in your debt ratio (child
support or alimony or IRS garnishment or a new loan take out).

— If automatically deposited, cross reference the income to the bank statement

— We are calculating income but also validating the document, does employer match back
to application? To the W-2?

Calculating Income 16 Genworth 7\ <.



Examining W-2s

A MPIoyEEs ooN B ob oo [ b EmpoyeriDNo (EIN) 27-1234567 | OMB No. 1545-0008
C Employer's name, address, and ZIF cade T Wags, tips, other compn f 2 Fed inc tax withheld 3 Social security wages W 2
JOHN HOMEOWNER 5000.00 426.55 5000.00| Fom
ALWAYS WATCHING SECURITY INC. 455 tax withheld 5 Medicare wages & tips | 6 Medicare tax withheld Wage and
2 CORPORATE CT 310.00 5000.00 72.50 Tax
DALLAS TX 75432 T Social security tips 8 Allocated tips 9
Statement
d Control No. 10 Depdnt care benefits | T1 Nonqualified plans 12a 2 0 1 5
& Employee’s name, address, and ZIP code suff. (13 14 Other 12b
Statutory employee .. D |
Copy B To Be Filed with
JOHN HOMEOWNER | . 12°| _%?n'i}io,{eé’-s FEDERAL.
7 GALLOPING HILL ROAD Retirement plan - - — ﬂs‘ ;R%ﬁam s bein
DALLAS TX 75432 :
Third-party sick pay ]—| | Revenue Service.
15 State Employers state IDnumber | 16 State wages, tips, etc 17 state income tax 18 Local wages, tips, efc 19 Local income tax 20 Locality name

Department of the Treasury — IRS

Calculating Income
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Examining W-2s

W-2 Reminders:

— Name and SSN# match application and also the pay stub

— Applicant’s address should also match the 1003 and bank statement mailing address
— Should be the most recent one or two (if required)

— Is the ytd income consistent with monthly income, if not obtain explanation

— Employer addresses match application

— Employer ID# must be valid (XX-XXXXXX) is the proper format

— FICA and Medicare withholding based on wages can be checked

— You generally should NOT have the Employer’s Copy or the Social Security Administration
Copy!

— Review the document at application, don’t just shove in the loan file

— Obtain tax transcripts to support income if needed

Calculating Income 18 Genworth 7\ <.



Verbal VOE (VVOE)

http://freddiemac.com/learn

Freddi
BMac

Ve rraike P Ta DoAAEGD

Form 90

L]
Verbal Verification of Employment

Borrower name: [ |

Employer name: | |

Emgpiloyer contact: | |

Employer contact tithe: [ ]

Phone number: [ |

Third party source used 1o obtain the phone number: | ]

Dates of employment: [ |

Borrower's tifhe: [ |

Borrower's cument employment status: | |

Additional information (if applicable): | |

[ ]

Verified by: [ | Date: [ ]

Title: [ ]

Company: [ |

Date: | |

Freddie Mac Singhe-Family Seller/Servicer Guide Buletin 2015-12
07/15/15 Page F30-1
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http://freddiemac.com/learn

Verbal VOE (VVOE)

« The Lender must independently obtain a phone number and, if possible, the
employer’s address. Sources include:
« Telephone Book
* The Internet
« Directory Assistance

« The Applicable Licensing Bureau
 The Lender must contact the employer & confirm the borrower’s current
employment status within 10 business days prior to the note date.

« If the employer confirms the borrower is on temporary leave, the borrower is
considered “employed”. See additional guidelines for use and calculation of qualifying
income.

« Document the conversation & include the following:
* Name & Title of the person who confirmed the employment.
« Name & Title of the person who completed the verification for the employer.
« Date of the call
» The source of the phone number

Calculating Income 20 Genworth 7\ (.



Form 45006-T

Form 4506-T is an Internal Revenue Service (IRS) document that is used to
retrieve past Federal tax returns, W-2, and 1099 transcripts that are on file with the
IRS. The document gives permission for a third party to retrieve the tax payer’s
data.

The tax payer must sign and date the 4506-T. The form is good for 120 days.

With the IRS 4506-T you can order 1040, 1120, 1065, W-2 and 1099 transcripts

If you are requesting the transcripts & have received the borrower’s tax returns
please verify for any discrepancies!

XYy,
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Fannie Mae Guidelines

4506-T
Form must be signed only once during the application process

— The timing is at the lender’s discretion but it must be signed on or before the closing of
the mortgage loan

— The Lender must document the requirement to obtain an executed IRS Form 4506-T with
the IRS in their written quality control (QC) plan

— The borrower may need to complete multiple forms for different types of returns

— If the form is executed prior to closing it must be used to validate the income
documentation provided by the borrower and used in the underwriting process.

When completing lenders must

— Fill in as the recipient of the tax documents — either its name or the name of the servicer,
if servicing will be transferred within 120 days of the taxpayer signing the form;

— Indicate that the request is for documentation concerning the year or years for which the
borrower’s income was or will be used in underwriting the loan; and

— Date the form with the date on which the borrower signs the form (or ascertain that the
borrower dates the form when he or she signs it)

Fannie Mae Selling Guide B3-3.1-06: Requirements and Uses of IRS Form 4506-T (06/30/2015)

Calculating Income Genworth 7\ (.



www.fanniemae.com

FAQs
Borrower Income Verification Policies

June 2015

This document addresses frequently asked questions about Fannie Mae’s policies regarding
verification of borrower income ( Seliing Guide B3-3), including updates in Seliing Guide
Announcement SEL-2014-16 and Announcement SEL-2015-07. For related information, refer
to the |RS Form 4506-T Tips for Underwriting and Quality Control.

Q1. Why does Fannie Mae permit lenders to request specific or limited documentation from the IRS
when executing IRS Form 4506-T (such as requesting only the transcript for forms W2 or 1053),
rather than always requiring the full transcript of the borrower's personal income tax return (aka
Form 1040)2

Federal tax retums are not required to verify income for a significant number of income types
including salary'base pay, bonus and overtime, or for commission earnings that amount to less
than 25% of total qualifying income. Tax retumns are also not required for military income, social
security disability, or retirement. These income types can be fully verified through more efficient
means and less paper, such as paystubs and W2 forms.

Fannie Mag's requirements for documentation to be requested when executing the IRS Form
4508-T align with the income documentation required at origination. Only when the bomower's
federal income tax retums are required in the underwriting process, per the Selling Guide, would
Fannie Mae require that Form 4506-T include a request for federal income tax return transcripts.

It would be a significant change to require all salaried borrowers to submit their full tax returns
so that lenders could check whether each salaried bormower does or does not report other
losses such as rental, hobby self-employment, or non-reimbursed employee expenses.

Q2. When does Fannie Mae require federal income tax returns to document income?

Fannie Mae requires that federal income tax retums be provided when one or more of the
following income sources are being used to qualify:

= Commission eamings that amount to 25% or more of the bormower's total employment
income;

Employment by family member{s) or an interested party to the purchase tramsaction;

Rental income from an investment property (if acquired prior to the most recent tax filing);

Inzome from temporary or sporadic employment (for example, seasonal income);

Income reported on IRS Form 1098 (for example, capital gains, royalties);

Income eamed from a foreign corporation or foreign government and paid in foreign curency;

Income eamed that cannot otherwise be verified by an independent and knowledgeabla
source;

Income from interest and dividends;

© 2015 Fannle Mae. Trademarks of Fannie Mae. June 2015 Fage o4

https://www.fanniemae.com/content/fag/borrower-income-verification-fags.pdf
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Freddie Mac’s LPA Documentation Matrix

Loan Product Advisor M Documentation Mat

5
FreddieMac

Use the following information as a reference for documenting your Loan Product Advisor loans. For
complete documentation information and specific program eligibility requirements, refer to the Fredais
Mac Single-Family SellerServicer Guide (Guide).

[ creEDIT AND LIABILITIES |

MNCOME AND EMPLOYMENT DOCUMENTATION |

Credit data for Loan
Product Advisor
Mortgages

(Gulde Sectans
5203.1() and (1))

Obtain the same type of credit report for all bormowers. from:

» Infiz(s) or merged/joint menged obtained through Loan Product Adv
= Infie{s), mergedijoint merged, or RMCR cbtained outside of Loan P
Once you have selected a type of credit report, review all reports of that
All infiles for an individual bomower must be dated within 14 days of eadl
reports in the file.

Al credit reports must be dated within 120 days before, as applicable, th
Censtruction and Renovation Morigages. the Effective Date of Permane
modification date for Seller-Owned Modified Mortgages, the Conversion
Converted Mortgages or the date of the assumption agreement.

Credit report mquinies
within previous 120
days

{Gulde Sections

5201.1[€) and 5202 5)

Determine if additional credit was granted. If additional credit was grante
must be obtained and the debt must be considered when qualifying the |
the creditor or, if such a letter is unobtamnable, a signed statement from
used to determine whether additional credit was obtained.

Verification of Housing
Debt

{Gulde Sactions S201.1,
S202.1, 5202.2, 3401.1,
5401 2 and 5101.9(c))

Direct verification of housing payment history
is not required if all borrowers have a usable
credit scone.

Third-party documentation to verify the
payment amount is required if the credit report
does not contain a required menthly payment.
Examples of acceptable third-party
documentation include (but are not limited to) a
SettlementClosing Disclosure Statement (if
recently purchased), billing coupons, tax
statement, insurance statement and, if
applicable, HOA/Conde statement.

Reminder: When application indicates
property owned free and clear, total maonthly
debt must inclede taxes, insurance, and HOA
or Condo fees, as applicable.

Accept: Same as Sir
Caution {A-minus eli
Streamlined Accept, w
exception: if not adeq
Loan Product Advisor

verify the payment his..|

debt for the most recent 12
most recent 12 months, § any bomower was 20

Loan Product Advisors™ Documentation Matrix

days or more delinquen
days or more delinquen
mortgage or combinatia
mortgages, the morgag
delivery to Freddie Mac
Caution {not A-minus
the bommower has a hou:
werify both current and |
histeries for the most re
length of housing paym
12 months) in accordan
5202 2{b)jand payment
{housing or other) not re

Mote: Vertical revision bars ”

Tople Streamlined Accept Documentation | Standard D
Completing Liabiities Review the Morigage application, credit report, borrower’s paystubs (if p opic treamlined Accept Documentation Documentati
Section of the Loan documentation for bomower Eabilities. The liabilities portion of the applici L = ! | e o
Application directly from the credit reports either manually or through an automated | Calculation of stable Stable monthly income is the bomower's werified gross monthly income from all acceptable and
o reports identify fewer than three open tradslines (except for Accept Moml | iyl incomie and verifiable sources that can reasonably be expected to continue for at least the next three years.®
(b} ang 5401.2) if any additional tradefine references exist. Additionally, must include of o I t inst o hi of i . ired in order for the i io be
a5 detailed under the Monthly Debt Payment section belowr. asset qualfication n most nstances, a two-year history of receiving income is required in order e income to

SOUrCEs

{Gulde Sactons 5301.1,
5305.1 and 5501.3)

considered stable and used for qualifying. When the Bomower has less than a two-year history of

receiving income, the Seller must provide a written analysis to justify the determination that the

mcome that is used to qualify the Bormower is stable.

*  Foreach income and asset gualification source used to qualify the bormower, obtain the
werifications and documentation described in the Guide, and maintain them in the Mortgage
file. Both the source and amount must be determined to be stable.

*  Provide a written analysis of the income used to qualify the borrower(s) on the Transmittal
Summary or like document(s) in the Mortgage fie. Sellers are required to use Guide Form 81,
Income Analysis Form, or a comparable form to caleulate self-employed and commission
income

"Determining continuance of mcome should focus on the borrower's past employment/self-

employment history, history of receipt of other mcome and the probabiity of continued consistent

receipt. At a minimum, the determination must be based on the requirements in Guide Topic 5300,

and any other documentation contained in the Mortgage fde. For all income, the Seller may

consider the income for qualifying the bormower provided the Seller does not have knowledge,
mformation or documentation that contradicts a reasonable expectation of continuance or
probability of consistent receipt over at least the next three years.

]
FreddieMac

| NCOME AND EMPLOYMENT DOCUMENTATION |

Topic

Streamlined Accept Documentation | Standard Documentation

IRS Form 4508-T
{Gulde Saction 5302.5)

| are used In Me mangin of this quick referance to highlight new requirements and significant changes

July 2016

www. FreddieMac.com/leam/

All bomowers whose income is used to qualify must sign IRS Form 4508-T (or an altemate form
accepiable to the IRS that authorizes the release of comparable tax information) on the application
date and again on the Note Date. |f the 4508-T obtained on the application date is submitted to
the IRS and transchpts are received back from the IRS, Seller is not required to obtain an
additional borrower signed 4508-T.

Calculating Income
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Genworth Financial 3 S CONTACT US: 800 444.5664

MI = Tech Connections = Lender Services | Training | Rates & Guidelines Resource Center

We've SImphﬁed ORDERMI
our guidelines. & EDIT

! Let's help someone
buy a house today.

Email Address

LEARN'MORE © Password

LOGIN >)
@ Forgot Password?

Find and compare

Mi rates. Get HARP info. Road to Homeownership m
Compare our rates to FHA! J
Homebuyer

Rate en
/)Expr eSS otn'ﬁ:ggme TECH L+ NEW TO THE SITE?
Rates and Spanish, English and CO ECTIONS Gl aiiner oo
ST ek b i) Need help? Call the ActionCenter®
at 800 444 5664 Mon—Frig am -8
Let’s help someone buy a house today. pm ET, or email us at

Action Center@Genworth.com.

mi.genworth.com
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)4
p
e


http://mi.genworth.com/

Genworth Financial

Home | ContactUs | Genworth.com | Site Map

Ml . Our Commitment

Rate Cards

FRate Express Rates &
Comparisons Tool

Guidelines

Making Home
Affordahle

Find My Rep

Lender Services

RATES & GUIDELINES

Access our martgage insurance rates and get Genwarth
Mortgage Insurance Underwriting Guidelines atthe click of a
mouse.

Rate Cards
View and print our rates in Adobe PDF format.

Rate Express Rates and Comparisons Tool
Find rates and compare them fast! LUise Rate Express anline
or an-the-go using our mabile app!

* Find an Ml Rate

* Compare Ml Froducts

* Compare Ml to FHA

* Get HARP info (online only)

'@ Rate Express (426K)
'@ Downloading Our Mobile App (268K)

ﬁ Mabile App User Guide (1,728K)

Guidelines

WView and print our mortgage insurance underwriting
guidelines in Adohe PDF format... as a complete set or as
you need them.

Making Home Affordable
Access the information and tools you need for submitting to
Zenworth under the Home Affordable Refinance Program

and the Home Affordable Maodification Program.

LogIn

Training t idelines . Resource Center

Order & Edit M

Login to arder onlinge.

Email Address

Printthis Page

Forgot Username?
Password

Eorgot Password?

LOGIN )

1+ NEW TO THE SITE?
Create a user account

Introducing the Rate
Express Mobile App

Watch a video aboutthe
making of the Rate Express
muohile app for smartphone
and taklet users and learn
about its features and
henefits.

Calculating Income
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Underwriting Guidelines

Genworth Mortgage Insurance underwritten by:
Genworth Mortgage Insurance Corporation

Let’s help someone buy a house today.
Ny

Genworth 3, .
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enworth Resources

Add the Expertise of Genworth

to Your Support Team

Genworth Mortgage Insurance is working to make sure you have the resources you need, when you need them.
These seasoned professionals will help you with Genworth's expanding suite of mortgage insurance solutions and
demonstrate why Ml is a better way to buy a home in today’s market. Easy to reach. Easy to work with. Every time.

Please address questions to one of Genworth’s Expert Underwriters:

Heidi Almen

Regional Underwriter Manager for:
B MN,ND, SD&WI

BODB64.1424, ext. 3084 (Phone)
80D 943.1640 (Fax)
heidialmen@genworth.com

Amy Hopkins

Regional Underwriter Manager for:
AL FL GANC,SC,&TN

80D 289.4344, ext. 3226 (Phone)
800 937.2968 {Fax)
amyhopkins@genworth.com

Patti Esswein

Regional Underwriter Manager for:
14, KS, MO, & NE

800 677.6754, ext. 4412 (Phane)
800 688.0145 (Fax)
patti.esswein@genworth.com

Robert Grolemund

Regional Underwriter Manager for:
DC, MD, VA, & WV

800 336.3756, ext. 4178 (Phono)
80D 249.2424 (Fax}

robert grolemund@genworth.com

Elizabeth Monteiro

Regional Underwriter Manager for:
CT.MA, ME, NH, RI& VT

800 225.2430, ext. 2378 (Phone)
800 253.5470 (Fax)

clizabeth monteiro@genworth.com

Pat Norr

Regional Underwriter Manager for:
1L, IN, KY, MI, & OH

80D 873.4314, ext. 2710 (Phane)
80D 944.2042 (Fax)
patnorrligenworth.com

Donna Muratalla

Regional Underwriter Manager for:
MT, NV, OR, UT & WA

CA Bay Area, HI, ID,
800 866.8683, ext. 4423 (Phone)
800 799.7938 (Fax)

donna.muratallaigenworth.com

105936330115
-y

Kitty Clark

Regional Underwriter Manager for:
AR, LA, MS, OK&TX
8008664406, ext. 4578 {Phon)
8008461244 (Fax)
kitty.clark@genworth.com

Tina Townsend-Locken

Regional Underwriter Manager for:
CA(Excopt Bay Area)

8008668683, ext. 2179 (Phone)

800 3467961 (Fax)
tina.townsend-locken@genmarth.com

Eileen Strouse

Regional Underwriter Manager for:
DE,NJ, &PA

800 288.4344, ext. 3152 (Phone}
800 272.1235{Fax)
siloen.strouse@genworth.com

Bill Wippich
Regional Underwriter Manager for NY
800 548.0884, ext. 4151 (Phone)

800 3467961 (Fax)
branch.albany@igenworth.com

Natalie Stokes

Regional Underwriter Manager for:
AK,AZ, NM, CO& WY

800 866 8683, ext. 2066 (Phone}
800 799.7938 (Fax)

natalie. stokes@igenworth.com

To deliver a full package for underwriting, simply
log on to mi.genworth.com, locate the appropriate
underwriting section and select the applicable
option for your file.

We look forward to serving you, and welcome
any feedback that will help us make your loan
submission process as fast and easy as possible.

Nt

Genworth 3, .

mi.genworth.com/LenderServices/Underwriting
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Genworth Financial

MI - Tech Connections @ Lender Services Training Rates & Guidelines

©

MI rates. Get HARP info.
Compare our rates to FHA!

__Rate
JEXpress

Rates and
Comparisons Tool

Find and compare
Road to Homeownership

Homebuyer
ucation

Online Course

Spanish, English and
landlord versions available.

CH
CO ECTIONS

Let’s help someone buy a house today.

CONTACT US: 800 444.5664

Resource Center

P
seor M

Email Address

Password

LOGIN )

Forgot Password?

RESET PASSWORD ©

2. NEW TO THE SITE?

Create a user account

Need help? Call the ActionCenter®
at 800 444 5664 Mon — Fri8 am -8
pm ET, or email us at

Action.Center@Genworth.com.

Calculating Income
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Training Tools and Information

X i '
Genworth Financial 3, &

Home | ContactUs | Genworth.com | Site Map

MI @ Tech Connections

+ Mortgage Insurance
+ Recorded Webinars
+ Sales & Marketing

+ Self-Employed
Borrower Calculators

+ TRID Resources
» Training FAQs

+ Trainer Bios

Privacy and Security | Terms of Use | Predatory Lending Guidelines

Lender Services

TRAINING

Rates & Guidelines

Genworth Mortgage Insurance offers a cqmpreheMge suite

of training opportunities to boost your kno%-how, bergt your
bottom line, and serve your borrowers bette

What You Get with Training from Genworth

Courses Offered
In A Variety
Of Formats

For more information about Genworth Training offerings
please contact your Genworth Representative.

B )

Resource Center

Print this Page

Webinar Schedule

Our webinar sessions
address topics that are
essential to mortgage
professionals.

Monthly Webinar
Calendars
Course Catalog

Sign up to receive the
monthly training webinar
calendar here.

Self-Employed
Borrower

Calculators

Income Calculation Tools
and Reference Guides

Mortgage Insurance discussed in this website is underwritten by Genworth Mortgage Insurance Corporation.

® 2006-2015 Genworth Financial Inc. Al rights reserved.

To Be Included with All Presentations

30
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Calculation Tools

Home | ContactUs | Genworth.com | Site Map

MI | Tech Connections

Mortgage Insurance
Recorded Webinars
Sales & Marketing

Self-Employed
Borrower Calculators

+ TRID Resources
+ Training FAQs

+ Trainer Bios

i

Lender Services = Training = Rates & Guidelines = Resource Center

SELF-EMPLOYED
BORROWER
CALCULATORS

Use the following calculators and quick reference guides to
assist you in calculating and analyzing the average monthly
income of a self-employed borrower. It provides suggested
guidance only and does not replace Fannie Mae/Freddie
Mac instructions or applicable guidelines.

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

Automated Income Calculation Tools
%8 Eannie Mae Form 1084 Calculator (2014-2015)

'm Freddie Mac Form 91 Calculator (2014-2015)

) Scheduled Analysis Method (SAM) Calculator (2014-

2015)
%) Rental income Calculator (2014-2015)

T2) Fannie Mae Rental Guide (Calculator 1037)

%) Fannie Mae Rental Guide (Calculator 1038)

&) Fannie Mae Rental Guide (Calculator 1039)
T2 Quick Ratio — Liquidity Calculator (2014-2015)
Current Ratio — Liguidity Calculator (2014-2015)

revious versions or income caiculation rorms can be oun

atour Forms Library.

Webinar Schedule

Our webinar sessions
address topics that are
essential to mortgage
professionals.

Monthly Webinar Calendars
Course Catalog

Sign up to receive the
monthly training webinar
calendar here.

Print this Page

Calculating Income
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Genworth Rate Express® Updated!

~\ /v

Genworth Financial S CONTACT US: 800 444.5664

MI : Tech Connections Lender Services @ Training Rates & Guidelines | Resource Center

Here's the n
el Rate JExpress ORDER\A|

Smith loan!

Quote and Text

Text rate quote results...
 yourself or a colleague!

Amazing! Email Address

Password

659‘ LOGIN >)
s
\\"Q @ @ @ Forgot Password?

e
RESET PASSWORD :

MI rates. Save and Services
share resulits!

a3eres 4re 08 , Download on the
P> Google play § @8 App Store

Rate 2. NEW TO THE SITE?

JEXpress. = [TecH

CO ECTIONS Create a user account

Rates and = Need help? Call the ActionCenter®

Soulp il gy at 800 444.5664 Mon — Fri 8 am — 8
- pm ET, or email us at
Let’s h@lp someone buy a house today. Action Center@Genworth com.
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Genworth Rate Express

Compare Ml to FHA

HARP Info

Scenario ID: FC022CCDA

Your results:

Premium Payment Type

Interest Rate

Loan Amount

Upfront/initial MI Rate

Upfront/initial MI Premium

Total Loan Amount

Monthly/Annual MI Rate

Monthly MI Premium
Order your preferred

premium Ml now!

Your totals:

Total Monthly P&l and MI *

MI Savings with Genworth

Estimated # months until
cancellation

$1,023.16
Total MI Payment over 5 Years * $4,099.80
$7,100.68

Monthly Premium MI -
Nonrefundable

BPMI
3.875%
$200,000
0.0175
$3,500.00
$203,500

0.0080

$133.33

$1,090.27
$11,200.48

This calculator does not consider underwriting program acceptability. Contact our Loan Scenario
Hotline Monday through Friday 8am-8pm EST. Call 800 444.5664, Option 6 or email us at

Action.Center@Genworth.com with any questions.

Your inputs:

Loan Amount

State

Representative Credit Score
LTV

Property Type

Loan Term

Loan Type

Loan Purpose

Affordable Housing Program
Coverage %

AUS Results

Occupancy

DTI

Renewal

Interest Rate

FHA Interest Rate

Will Upfront Ml Payment be
Financed?

Special Features
NMLS ID

Email Address

Lender Loan Number

$200,000

MS

760

95%-90.01%

Single Family

30 years

Fixed Rate/Fixed Payment
Purchase

MNIA

30%

DU Approve/Eligible
Primary Residence
35.00%

Level

4.000%

3.875%

FHA Only

None

To Be Included with All Presentations

33

N
Genworth 3,

4
7
a
®
N



GENWORTH RESOURCES
ActionCenter®: 800 444.5664

Your Local Genworth Underwriting Manager

Your Genworth Account Executive or Manager

4
)
g
-
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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 or CU, Home Ready® and Desktop Underwriter or DU are registered Trademarks of Fannie Mae
Home Value Explorer (HVE) is a registered Trademark of Freddie Mac

Loan Product AdvisorS™ and Loan Collateral AdvisorsM are registered Service Marks of Freddie Mac

ActionCenter® 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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