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Genworth MI is now Enact

We’re changing to remain focused on you.

As part of our evolution, we are now known as Enact. We’'re building on our trusted reputation for quality service and success with an
increased focus on providing responsive solutions and insightful expertise for you.

Learn more at htips://pages.genworth.com/about-enact
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Fannie Mae Second

Home Guidelines




Fannie Mae LL-2021-08

In response to the recent PSPA changes limiting
acquisitions of Second Homes and Investment
properties to 7% of their total, Fannie is now requiring
all Second Home and Investor loans be delivered as
DU loans with one exception.

The exception is high LTV refinance Second Homes and
Investment properties that are manually underwritten to
the Alternative Qualification path and with the special
feature code of 840.

https://singlefamily.fanniemae.com/media/25286/display

@) Fannie Mae
Lender Letter (LL-2021-08) s

To: All Fannie Mae Single-Family Sellers
Eligibility of Loans Secured by Second Home and Investment Properties

e - o 2 debhared
We are updating our p qu Y opety

a Desktop Und: ith an Approve/Bligible end. (with.

Recent amendments to our senior preferred Stock purchase agreement with Treasury impose addith risk criteria on
mmandMerwummmmwwr«w&mdmﬂﬂnmmmuudhummm
Investment properties.

Eligibility

Asaresultof this dment, we are the follk g changes to our eligibility policies. Other than the exception
noted bedow, Anmmdhemundmwmhmmmmnbﬂmvm-muhml«ww

*  be underwritten with Desktop Underwr iter (DU*),

*  receive an Approve/ Eligible recommendation, and

*  be delivered 453 DU loan in Loan Delivery
o Automated Underwriting Systemn Type = Desktop Underwriter
o Aum.mummumc‘gmnumuamh«mewauun
o 3 * Apprave Eigible

The above policies apply to all lenders and Include loans deliver ed under neg: {such as or special
requir ), Theoaly excep Nlmuwm!amwm-ammwwmulamtw
efi loansthat ity underwritten in accord. Path and delivered with S "

Feature Code BAD,

Loan delivery and effective dates

These policikes are effective for whole loans submitted to our Loan Delivery system on or after Ape. 1, 2021, and for loans delivered
into MBS pools with issue dateson or after Apr. 1,2021. After this date Loan Delivery will apply & *Fatal” eeror for loans that do nat
meet the above requirements, Due 10 our need to comply with these restr: In the Treasury agr we will be
monitoring deliveries of second home and investor loans on 4 lender-level bass, and will be working with lenders that have
excessive delivery volume of these types of loans.

Future changes

The Selling Geide and ESgibility Moty will be updated in April 1o reflect these changes to eligibllity. To address additional
restrictions in the amendment 1o our prefer red stock purchase agr wemay other changes to the requirements
In the Guide. in addition, we may further update negotiated terms to restrict the risk character istics for non-0U purchase and
refinance loans.

Wsmoymamrmmkzmvm-‘:.,‘ qu bout this Lender Letter,
By Getanswersto all your policy ight from thy AskPol

© 2021 ParnieMae LLJ0I108 Pagelefl
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Second Home- Fannie Mae

General Requirements include-

must be occupied by the borrower for some portion of the year

IS restricted to one-unit dwellings

must be suitable for year-round occupancy

the borrower must have exclusive control over the property

cannot be subject to any agreements that give a management firm control over the occupancy of the property

must not be rental property or a timeshare arrangement 1

must be underwritten in DU and receive an Approve/Eligible recommendation, with the exception of high LTV refinance loans

required to be underwritten in accordance with the Alternative Qualification Path

1. If the lender identifies rental income from the property, the loan is eligible for delivery as a second
home as long as the income is not used for qualifying purposes, and all other requirements for second
homes are met (including the occupancy requirement above).

Fannie Mae Selling Guide- Chapter B2-1: Mortgage Eligibility B2-1.1-01, Occupancy Types (04/07/2021)
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Second Home- Fannie Mae

Eligibility Matrix Fannie Mae

ELIGIBILITY MATRIX

Standard Eligibility Requirements - Desktop Underwriter Version 11.0
Excludes: High LTV Refinance, HomeReady, HomeStyle Renovation, and
Manufactured Housing

Principal Residence

The Eugmmy Matrix pmvtdes the comprehensive LTV, CLTV, and HCLTV ratio

gage loans eligible for delivery to Fannie Mae. The
Ehglb-lny Mal.nx also Includes aadll score, minimum reserve requirements (in months), and
maximum debt-to-income ratio requirements for manually underwritten loans. Other
eligibility criteria that are not covered in the Eligibility Matrix may be applicable for loans to
be eligible for delivery to Fannie Mae, e.g., alowable ARM plans. See ma Selling Guide for
detaiis. Refer 1o the last two pages of this document for

shown in the matrices. 1 Unit FRM 7% "
ARM 95%
Y oy e ed Gaah-Out Refnance 1
imited
ARM: Adjustable-rate mortgage, fully amortizing 2 Units | FRMARM: 85%
DTl Debt-to-income ratio 34 Units | FRAMARM: 75%
DU®:  Desktop Underwriter™ 1 Unit FRWARM 80%

ash-Out Refinance
FRM:  Fixed-rate mortgage, fully amortizing

LTV: Loan-to-value ratio

CLTV: Combined loan-to-value ratio

HCLTV: Home equity combined loan-to-value ratio

Credit Score/LTV: Representative credit score and highest of LTV, CLTV, and HCLTV ratios

Second Homes

[ 1Second Homes
bt

HomeStyle Renova ul’Chase
Desktop Underwrity - A
imited Cash-Out Refinance

¢ yle Renova

B [Cash-Out Refinance

Notes - Exception:

FRM/ARM:

FRM/ARM:

NOTE: THERE MAY BE EXCEPTIONS TO THE ABOVE REQUIREMENTS FOR CERTAIN TRANSACTIONS
REFER TO THE NOTES SECTION ON PAGES 7.8 FOR THE EXCEPTIONS

1 ohme 1y + e 0100 e

https://singlefamily.fanniemae.com/media/20786/display
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Second Home- Fannie Mae

Fannie Mae LLPA Matrix

@ Fannie Mae

Loan-Level Price Adjustment (LLPA) Matrix
This
SCOMQ, IOAN PUIPORe, OCCUPENCY, Pumber of units, product type, eic wmwﬁa)mmmmmmmmmm
sted next 90 the appicabie LLPAs. Not ali loans will be eligble for the festures or loan-tovalue (LTV) ratios desaribed i s Matrix and unless ofherwse nated.

FHA VA, Rural Development (RD) Section 502 Morigages. and HUD S 184 M are exchded from these LLPAS. This Marix is incorporated by
Tefarence Into the Seling Guide, and the Tlaled Seng Giide provision or Saling Gude ar ok Qo i there is an & M«num
Guide, ENgtally Mabix, and your conlratss with Fasrie Mas 1o detarmine losn slgitiley

Pricing Guidelines for LLPAs:

* Al LLPAS a6 comdative. The LLPAS apply 1o all lIoans that meet the staled critera for 3w LLPA, uniess ofaniss noted of exciased

* Credt score requrements a9 hased on the “representative” crodit sccee 1or the marigage loan as detingd in the Seling Guide. Loans detivered without any
credn score will be charged under The lowest Credit score rangs shown in eech of the applicabile LLPA taties. Loans delvated with more than one bomowes,
when cne borrower has a credit score and one or more bormowers do not have credit scores, are 'l g 1o the repe credit score
(sregarding the borrowes(s) wihout a crodd score).

* A% apphcabie LLPAS for MBS transactions wil be drafied fom the lender's account. All appiicadie LLPAS for whole ioan ransactions will be deducted from
hwmm % sat forth in B Seling Guide.

o the LLPAS to loans to Fannie. LLPAs are assessed based upon cortain eligiblity or other ioan featres, such as crodt

" F h dates are guides io the cormect appicaton and accumulaton of LLPAs.
Mnmmumwammbmmmmmm

* For lowrs with GG pplicatie LLPAS wre appied based on gross LTV ratio, whch is Whor B inchasion of N
MOMGEO0 INGUIANCe.

Tabile 1; A% Engitile Mortgages - LLPA by Credit ScoraL TV Hatio 1 Page 2

Table 2: AR EAgitile Morigages - LLPA by Procuct Featers | Pagesa4

*  Adustabile-rate morigags (AAM) ® investment property * Hghbaance momjage loan

o M home * Cash-ou * Musiple-unt groperty

*  Second home *  HomeSote® Ensrgy *  Coogominnm

Table 3: Morigages with Sub F " Page 4

Tablo 4: Minimum Monigage Option Page s

Table 5: HomeReady* Mangage Loans Page §

Table &: High LTV Refinance Morigege Losns Page 8

Table 7: Adverse Market Rofl Foo Page 6

Tabie 8: RefiNow™ Morigage Loans Page 7

LLPA Matrix Change vy Log Page 8

O FO01 Fass Man Than Maris saranoms 3y sarber 3otad sersay of e Mt

gm0

https://singlefamily.fanniemae.com/media/9391/display
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Second Home- Fannie Mae - Reserves

* Subject property reserve requirement — 2 month PITIA
« Calculation of Reserves for Multiple Financed Properties

If the borrower owns other financed properties (determined in accordance with B2-2-03, Multiple Financed Properties for the Same Borrower) and
is financing a second home or investment property additional reserves must be calculated and documented for financed properties other than the

subject property and the borrower’s principal residence. The other financed properties reserves amount must be determined by applying a specific
percentage to the aggregate of the outstanding unpaid principal balance (UPB) for mortgages and HELOCs on these other financed properties.

The percentages are based on the number of financed properties:

* 2% of the aggregate UPB if the borrower has one to four financed properties,

« 4% of the aggregate UPB if the borrower has five to six financed properties, or

* 6% of the aggregate UPB if the borrower has seven to ten financed properties (DU only).
The aggregate UPB calculation does not include the mortgages and HELOCSs that are on

» the subject property,

» the borrower’s principal residence,

« properties that are sold or pending sale, and

« accounts that will be paid by closing (or omitted in DU on the online loan application).

10 +nact



Reserve Calculation Example

Fannie Mae

Examples of Reserves Calculations
The following tables contain examples of reserves calculations for borrowers with multiple financed properties.

Example 1: Three Financed Properties

Occupancy DQutstanding UPE Monthly PITIA Reserves Calculations
Subject: Second Home 578,750 5776 2 Months PITIA= $1,552
Principal 50 5179 N/A 50
Investor S87,550 5787 $230,050 x 2% = 54,601
Investor 5142,500 $905

$230,050 Total = $6,152

" +nact
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Bulletin 2021-11

Due to changes in the PSPA, Freddie announced
they will only buy Investor properties and Second
Homes that are LPA Risk Class Accept for
settlement dates on or after May 1, 2021 (no
manually underwritten loans).

Additionally, effective 4/15, non-LPA loans secured
by investment properties or second homes that are
submitted or resubmitted to Loan Quality Advisor®
will receive a risk assessment result of “Yellow —
High Likelihood of Caution” and will be not be
eligible for sale to Freddie Mac

https://quide.freddiemac.com/ci/okcsFattach/get/1005393 7

13

-~
FreddieMac

Single-Family

Bulletin

TO: Freddie Mac Sellers March 31, 2021 | 2021-11

SUBJECT: AMENDED SENIOR PREFERRED STOCK PURCHASE AGREEMENT (PSPA)

On January 14. 2021, the FHFA into a letter agr with the U_S. Department of the Treasury (Treasury) lo
amend the Senior Prefs Stock PL Ag (PSPA) Freddie Mac and Treasury. Under the
amended PSPA, Freddie Mac is reg to limit its p mewlm
Properties and second homes to 7%, lnw oﬂohlm—lm gag i To 0 P

with these restrictions, we will no longer p Mortgages d by | Prop or d homes that are
mlLoumdeMsor‘MomagumRskdmdAmpl Specifically:

. EﬂocﬁvelorMnﬂgqoowthoﬂhmntDamon-ﬁihrluyi 2021, we will no longer purchase Manually
homes. The Guide will be updated with a future

Underwritten Martgag d by | Prop:
Bulletin to reflect this change.

« Effective April 15, 2021, all non-Loan Product Advisor Morigages d by Iny Pr homes
mbdmLomOuaﬂwaﬂnamanhmmmd’vdm waac«m
Investment Property and d home Mortgages that are itted to Loan Quality Advisor’s Risk Assessment
service on or after April 15, 2021 will receive a “Yellow” Risk A resuit reg, of the result of the
p and will be ineligible for sale to Freddie Mac.

Loan Quality Ad: feedback g will be provided at a later date

Loan Selling Advisor® will be updated to prevent delivery of Mortgages that do not meet the above purchase eligibility
requirements.

Enh. d Relief Ref * Mortgages d by d homes and Pr are not imp by these
changes. Mortgages subject 1o requi of Guide Si 4wawmmagmmmum
Enh d Rellef Refl e Mortgages. must continue to be manually ritten in quir

of that section.

CONCLUSION

If you have any qu about the d In this Bulletin, ploase contact your Freddie Mac represantative
munmmmswponmmmmataoo-msome

Sincerely,

Danny Gardner

Senior Vice President, Cllent and C ity E

+nact
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Freddie Mac- Second Home

Freddie Mac Selling Guide.

(a)Eligibility requirements

» The following eligibility requirements apply to second home Mortgages:

* The Mortgage must be secured by a 1-unit property

*  The Borrower must occupy the second home for some portion of the year

« The Borrower must keep the property available primarily (i.e., more than half of the calendar year) for the Borrower's personal use and enjoyment

* The Borrower may rent the property on a short-term basis provided that the property is not subject to any rental pools or agreements that require the
Borrower to rent the property, give a management company or entity control over the occupancy of the property or involve revenue sharing between any
owners and the developer or another party

+ The Mortgaged Premises must be in such a location to function reasonably as a second home

« The second home must be suitable for year-round occupancy with the following exception: a second home with seasonal limitations on year-round
occupancy (e.g., lack of winter accessibility) is eligible provided the appraiser includes at least one comparable sale with similar seasonal limitations to
demonstrate the marketability of the subject property. See Section 5601.2 for general property eligibility requirements.

* The property must not be subject to any timesharing or other shared ownership arrangement

* Freddie Mac's determination of whether a property is a second home is conclusive. A 2-unit property used as a second home is considered an Investment
Property and must meet all of the requirements of Section 4201.16.

A Mortgage secured by a second home must be an Accept Mortgage to be eligible for delivery.

https://quide.freddiemac.com/app/quide/section/4201.15

1 +nact



https://guide.freddiemac.com/app/guide/section/5601.2
https://guide.freddiemac.com/app/guide/section/4201.16
https://guide.freddiemac.com/app/guide/section/4201.15

Freddie Mac- Second Home

Reserves are measured by the number of months of the monthly payment amount for the property. The monthly payment amount is the
sum of the following monthly charges:

» Principal and interest payments on the Mortgage
* Property hazard insurance premiums
* Real estate taxes

* When applicable:
« Mortgage insurance premiums
» Leasehold payments
* Homeowners association dues (excluding unit utility charges)
« Payments on secondary financing

https://guide.freddiemac.com/app/quide/section/5501.2
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Freddie Mac- Second Home

Minimum Required Reserves

For Loan Product Advisor® Mortgages, the Seller must verify all reserves required by Loan Product Advisor, as stated on the Feedback
Certificate. The amount of reserves stated on the Feedback Certificate and required to be verified for Loan Product Advisor Mortgages
secured by second homes and Investment Properties includes the following additional reserves:

Number of financed properties

When each Borrower individually, and all
Borrowers collectively, are obligated on one to six
financed properties, including the subject
property and the Borrower's Primary Residence

When each Borrower individually, and all
Borrowers collectively, are obligated on seven to
10 financed properties, including the subject
property and the Borrower's Primary Residence

Additional required reserves for second home or
Investment Property Mortgages

Two months of the monthly payment amount (as
described in Section 5501.2(a)) on each additional
second home and/or 1-to 4-unit Investment Property that
is financed and on which the Borrower is obligated

Eight months of the monthly payment amount (as
described in Section 5501.2(a)) on each additional
second home and/or 1- to 4-unit Investment Property that
is financed and on which the Borrower is obligated

https://quide.freddiemac.com/app/quide/section/5501.2

16
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Reserve Calculation Example

Outstanding UPB | Monthly | Reserves Calculations
PITIA

Freddie Mac

17

Subjecit: $78,550 $776 2 Month $1552

Second PITIA

Home

Principal $0 $179 n/a

Investor $87,550 787 2 Month $1574
PITIA

Investor $142,500 905 2 Month $1810
PITIA

TOTAL $230,050 TOTAL $4936

UPB Reserves

+nact



Reminders

* Property must be a 1-unit
* The loan must be run through an AUS (an exemption may apply).
« No rental income from the subject property may be used for qualifying purposes.

« Each Borrower individually and all Borrowers collectively must not be obligated on (e.g., Notes, land contracts and/or any other debt
or obligation) more than 10 1- to 4-unit financed properties, including the subject property and the Borrower’s Primary Residence.

* When the number of 1- to 4-unit financed properties (including the subject property and the Borrower’s Primary Residence) is greater
than six, the Mortgage must have a minimum indicator score of 720.

* Reserves are required for the subject property and all other financed properties that are being used as second homes or investment
properties. Fannie Mae and Freddie Mac differ in the in the calculation of required reserves.

« Subject property payment (PITIA) is not included in the housing ratio, but the total DTI.

5 +nact
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Enact Underwriting Guidelines
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Enact Training Resources
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Enact Training Resources
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UNDERWRITING & GUIDES LOS & CONNICTIONS

Self-Employed Borrower Tools by Enact MI

ENALTY TOOLKIT

TRAINING OUR BLOG ABOUT US

We getit, mental math is hard. That's why Enact provides a collection of downloadable calculators and reference guides to help you analyze a self-employed
borrower's average monthly income and expenses,

Please note that these tools offer sugigested guidance, they don't réplace instructions or applicable guldelines from the GSEs

0000

Due 1o varfous infernet browser versions, please downlood and save POF before entening data. Please note, colculators are updated periodically.

2
=
=2

Fannie Mae Form 1084 Calculator (2019

2020)
L b L T e
e USDATLD

Freddie Mac Form 02 Calculater (2019-
2020)

Fur 1 AT o Beraa) rua e Caciimary - Sormmee ¢

LBTATLZ

Current Ratio - Liquidity Calculator
12019.2020)
2319 ACINTg Dok VESTY Mgettts IV AEET e

\PGATED

Fannie Maa Rental Guide (Calculator
1039}

ZEm a0t B prg revs remew b Faiee Mas few VETY
el e IR T R T T —)

Fannie Mae Form 1084 Calculator XLS
{2019-2020)

11 B BwatE AN Wns b R P Lt Fas e

VAss v 1 USDATED

Schedule Analysis Method (SAM)
Calculator (2015-2020)

C Baifyiag rine et asvs  LPDATED

Quick Ratio - Liguidity Calculator (2013~
2020) ¥

BTSN 0N CRETINGTT MEITH) AT TamYTl LarThes

USDATED

Fannin Mae Form 1088 Cheat Sheot

Lism V41 (R Lh 1w o e 2 Farnt Modt Commrummy
A gL Srewn (Farer 08

0000

Freddie Mac Form 91 Calculator (2019
2020)

DAkt e 0 e mayad W et Ve
v 9} A

Rental Income Calculator (2019-2020)
ACZTA 1 AL RN e B T 04

Srede t UEpATD

Fannie Mae Rental Guide (Calculator
1037)

B 1T VTV S O MY ety ey wrey| Ty S
Lar mve P Biet TTIY By i piasl Moyt w 5o bt
g

:;:M Mae Comparative Analysis Form

e P RETEY ATV MR T [T TTETe swewe et
iare o
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Your Enact Resources

ActionCenter® : 800-444-5664
Your Local Enact Regional Underwriter

* Your Enact Sales Representative
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Legal Disclaimer

Enact 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.

ENACT 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 ENACT BE LIABLE FOR ANY DIRECT, INDIRECT, INCIDENTAL, PUNITIVE,
OR CONSEQUENTIAL DAMAGES OF ANY KIND WHATSOEVER WITH RESPECT TO THE TRAINING AND THE MATERIALS.

Enact Mortgage Insurance offers a comprehensive suite of training opportunities to boost your know-how, benefit your bottom line, and serve your borrowers

better. Visit EnactMIl.com to learn more.
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