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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 https://pages.genworth.com/about-enact
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https://pages.genworth.com/about-enact

Recommended Prerequisites

« Understanding Desktop Underwriter®- The Basics
« Understanding Loan Product Advisor- The Basics

Genworth Ml is now

— » .
+nact €
MI & RATES | UNDERWRITING & GUIDES | LOS & CONNECTIONS | ENACT TOOLKIT | TRAINING | OURBLOG | ABOUT US

EnaCt MI Tralnlng [ Topic v | Search Training Courses Qj

Knowledge is power. That's why Enact offers over 80 no-cost training courses to help you boost your industry expertise, benefit your bottom line, and serve your
customers even better.

Course Catalog

From mortgage industry and GSE updates to technical AUS training and professional development, there's something for every skill level and role in our catalog. View a
full list of courses here.
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Agenda
L.

* General Income Requirements
 Documentation Requirements
* Fannie Mae

* Freddie Mac

* Enact Website

» Helpful tools

-

We Are Covering Conventional Guidelines Only In Today’s Session
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Fannie Mae COVID-19 Updates

Fannie Mae LL2021-03

Lenders Lender Letter-2021-03, Impact of
COVID-19 on Originations

In response to COVID-19, we have introduced a number of temporary policies and flexibilities
to help lenders seamlessly continue originating loans. These resources can help lenders Lender Letter-2021-04, Impact of
navigate the requirements and options to help their borrowers purchase a home or refinance COVID-19 on Appraisals

their mortgage. Resources include Lender Letters, scenarios, job aids, FAQs, and more.

The temporary appraisal flexibilities (LL-2021-04) expire May 31, 2021. After that date standard seller Policy Communications
Selling Guide appraisal policies will apply. We’ll continue to accept delivery of HomeStyle®

Renovation loans for up to 12 months after the note date (also in LL-2021-04).

COVID-19 Selling FAQs
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https://www.fanniemae.com/here-help-single-family

5
FreddieMac Home Working with Us Technology Learning MNews & Insights About Seller/Servicer Guide Search

Single-Family

COVID-19 Resources
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https://sf.freddiemac.com/about/covid19

Let’s Take A Quiz

True or False: W-2 wages are always considered salary income and never self-employed
income for Fannie Mae or Freddie Mac?

False: The definition of self~-employment is if an applicant owns 25% or more of
a business. If the borrower meets that definition they are considered self-

employed and the income is classified as self-employed regardless of how they
are paying themselves (W-2, K-1, 1099)

True or False: When calculating income we can always average total YTD pay and W-2s
and enter the total into DU or Loan Product Advisor?

False. When compensation includes overtime, bonus, commission, tips or other

types of income it must be broken out by type; W-2s do NOT break out income-
additional documentation would be required

See Fannie Mae Seller Guide or The Freddie Mac Seller/Servicer Guide for more information
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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
iIncome and assets to repay the loan in accordance with ATR rule.
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The Mortgage Application URLA/1003/65

Tz becompleted by the Lasdee:
Lendier Loan Mo Unaveral Loan lemifier Agency Cae No.

Uniform Residential Loan Application

Varify and complata the Information on this application. If you are apphing for this loan with athers, each additicnsl Bomawer must provide
infarmation as directed by your Lender.

Section 1: Borrower Information. This saction asks about your personal information and your Income from
employment and other sources, such as retirement, that you want considered to qualify for this loan.

Ta. Parsonal informatis

Mama (First, Middle, Last, Suffic) Social Security Number - -
for Individual Taxpayer identification Nurnber)
Altarnata Namas - Lizt any nomes by which you are known orany names Diata of Barth QLS. Creizan
undierwhich oredit was previsusly receed (First, Middle, Last, Suff) v (O Permanent Residant Allan
— 4 O Non-Parmanant Residant Allan
O | am applying for individual oredit. List Namsa(z) of Othar Borrowaris) Applying for this Loan

0 1 am applying for joint credit. Total Number of Bomawers: (First, Mhicldlle, Lo, Suffex)
Each Barrower intends to aipply for joint credit. Your mitfals:

Marttal Status Dapandants not Eted by anather Bomower) Contact Infirmaticn
OMarried Humber, HomaPhone [ -
gaewab_edd. Ages CallPhan (|-
remarsie
ingle, Divoreed], Widowed] Civil Union, Domestic Partnership, Registered WorPhore () - Em
Reciprocal Beneficiary Relationship Email
Currant Addrass
Street Uinit &
Gy mme xlTp Courtry
Howw Long ait Current dddress? Years Mianths Qown QRent (s, /month}  (CMo primary housing expense
I at Currant Addrass for LESS than 2 yaars, list Formar Addrass [ Does notapply
Street Uinit &
Gy Stare__Zl7ip Courtry
Hoew Long ait Former Address? Years Mianths Qown QRent (s, /month}  (CNo primary housing expense
Mailling Address - if differont from Current Address [ Dows mot apply
Street Unit &
Gy S XITp Courtry
Military Sarvica - Did you (or your deceased spouse] ever serve, or are you currentlhy serving, in the United States Armed Formes? QRO OYES
If YES, chech ol thatapply: - Tl Currenthy serving on active duty with projected expiration date of serviceftour___/ ey

DlCurrenthy retired, discharged, or separated from service
Oonsy period of serdice was &5 3 non-activated member of the Resarie or National Guard
Osurdwing spouse:

1b. Currant Employmant/Salf Employmant and Incoma [ Dows not apply

Employaror Busingss Name Fhane . I - Groas Manthly Incoma

Addres Basa H ot

oy State__2 7 Owetima §__ /month
Borus fmonth

Pasttion or Tita Ehncliﬁumnpph: Commision manth

1 2 el By 3 Farnily PGB,

Start Data i Droparty sallor, Mlal @:tata agant, o athas Mty

How long in this line of work? Years Manths party o the framsaction. Entitiamants fmonin
Othes ’month

OChack if you ara tha Businass (O have an cwnership share of less than 8% Monthly Incoma jor Loss) R

Ownor or Sali-Employed Ol have an ownerhipshare of 258% ormore. 5 TOTAL 5 /montn

Unkoem Residantial Loan Aoplication
Frocda Mac Fom &5 « Fanmis Was Form 1003

iviad (83015 NOT FOR CURRENT USE 4_: n a C't .




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 W-2 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 W-2 from that business.

* Years on job and employed in line of work will be compared to job title and credit report.
» Position/Title should convey what line of work the borrower is in.

1b. Current Employment/Self Employment and Income O Does not apply

Gross Monthly Income

Employer or Business Name Phone | i -
Address Base & ‘month
City Cigte - |Ii|:| Overtime & ‘maonth
Bonus 5 ‘maonth
Pasition or Title El'lla:k Ht;ii:;i;emf:n.tl ipplii.': Commission fmaonth
am emplo v a family member, -
Start Date r ey property seller, real estate agent, or other Military
How long in this line of work? Years Maonths party to the transaction. Entithements 5 /month
) Other 5 fmonth
Dcheck if you are the Business ) have an ownership share of less than 25%.  Monthly Income (or Loss)
Owner or Self-Employed {21 have an ownership share of 25% ormor. § TOTAL 5 /month

+nact



Verifying Previous Employment History

1d. Previous Employment/Self-Employment and Income OMNLY IF your Current Employment is LESS than 2 years. O Does not apply

Employer or Business Name

Address

City state v | Zip

Position or Title

Start Date / mmyyyy) EndDate 7/  [mmivwyy

O check if you were the
Business Owner

or Self-Employed

Previous Gross Monthly
Income

5
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Verifying Non-Employment Income

1e. Income from Other Sources O Does not apply

Include income from other sources below. Under Income Source, choose from the sources listed here:

= Alimony « Chilld Support = Interest and Dividends - Mortgage Differantial « Royalty Payments = Unemployment

- Automobile Allowance . Disability - Notes Receivable Payments « Separate Maintenance Banefits

= Boarder Income « Foster Care = Public Assistance « Retirement « Social Security = VA Compensation
= Capital Gains « Howsing or Parsonage - Mortgage Credit Certificate (e.q. Pension, I84) = Trust = Other

MNOTE: Reveal alimony, child support, separate maintenance, or other income ONLY IF you want it considered in determining your qualification
for this loan.
Income Source — use list above Monthly Income
ha 5
5
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Income Requirements

Establish that income is:

Steady, Stable or increasing.
Likely to continue into the future or for three years

Must be able to document the income as per investor guidelines (Are they reporting it on
their tax returns??)

Income from other Non-Employed Sources such as Child Support, Interest Income or
Retirement income might be considered qualifying income but have different qualifying
guidelines

Policies change, investors have overlays, always verify requirements for uncommon or
seldom used income types
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Employment and Income

What Not to Ask- 00
“How Much Do You Make?”

$39,850!!

1b. Current Employment/Self Employment and Income O Does not apply

Employer or Business Name Phone { ] Gross Monthly Income
Address Base i [month
City State__rlzip_ | Overtime S /month
Bonus 3 ‘month
Pasition or Title Ehle:lr. I'fl::i!;:;i:emf:n.tl applh:: Commission & fmonth
am amplo y a family member, -
StartDate_ /  [(mmiww property saller, real estate agent, or other Military
How long in this line of work? Years Months party to the transaction. Entitlements 5 /month
Other 5 ‘month
Ocheck if you are the Business O have an ownership share of less than 25%.  Menthly Income (or Loss) -
Owner or Self-Employed (O have an ownership share of 25% ormore. TOTAL 5 /month
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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?

How Has COVID-19 Impacted Borrower’s Income? Salary Reduction? Hours Reduced? Temporary Furlough in 20207?

Absence Of Overtime, Bonus Or Commission Income?
+nact



Fannie Mae

Guidelines
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annie Mae Website

Business Partners Homeowners & Renters About Us Research & Ins ] Newsroom Careers Contact Us Login

SINGLE FAMILY Originating & Underwriting  Pricing & Execution  Delivering  Servicing Leamning Center  Apps & Technology  News & Events |§.|

Senior Preferred Stock Purchase Agreement

» ﬁ. “'
Q: <& X ‘

-

(5

Originating & Underwriting

>

Selling Guide

» e
Innovation starts here
Guide Communications &
— Selutions that help meet tomorrow's mortgage needs today. Forms
Wwith industry leading mortgage technologies, we enable lenders to successfully originate
and underwrite loans with speed and efficiency. Our products are designed to: % Mortgage Products

* Help grow your business and support your borrower’s needs

* Deliver speedy and efficient underwriting recommendations intuitively aligned to your

Hel

process and loan origination systems Technology Solutions

* Provide comprehensive credit risk assessment with fewer touchpoints and
corresponding financial and operational impacts .

Help & Training

Lenders also can receive freedom from certain representations and warranties and help

reduce manual processes and cycle times through Day 1 Certainty®,
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https://singlefamily.fanniemae.com/originating-underwriting

Fannie Mae Selling Guide General Income

Chapter B3-3: Income Assessment
B3-3.1-01, General Income Information (12/16/2020)

Introduction

This topic contains information on employment income, including:

Stable and Predictable Income

Variable Income

Continuity of Income

Determining the Need for Federal Income Tax Returns

Verification of Income for Non-U.S. Citizen Borrowers

Using Nontaxable Income to Adjust the Borrower’s Gross Income

Reduced Income Documentation Requirements for High LTV Refinance Loans
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https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Stable.20and.20Predictable.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Variable.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Continuity.20of.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Determining.20the.20Need.20for.20Federal.20Income.20Tax.20Returns
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Verification.20of.20Income.20for.20Non-U.S..20Citizen.20Borrowers
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Using.20Nontaxable.20Income.20to.20Adjust.20the.20Borrower.E2.80.99s.20Gross.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Reduced.20Income.20Documentation.20Requirements.20for.20High.20LTV.20Refinance.20Loans

Fannie Mae Selling Guide

Stable and Predictable Income

Fannie Mae’s underwriting guidelines emphasize the continuity of a borrower’s stable income. The stable
and reliable flow of income is a key consideration in mortgage loan underwriting. Individuals who change
jobs frequently, but who are nevertheless able to earn consistent and predictable income, are also
considered to have a reliable flow of income for qualifying purposes.

To demonstrate the likelihood that a consistent level of income will continue to be received for borrowers
with less predictable sources of income, the lender must obtain information about prior earnings.
Examples of less predictable income sources include commissions, bonuses, substantial amounts of
overtime pay, or employment that is subject to time limits, such as contract employees or tradesmen.

For additional information, see B3-3.1-01, General Income Information
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Fannie Mae Selling Guide

Variable Income

All income that is calculated by an averaging method must be reviewed to assess the borrower’s history of
receipt, the frequency of payment, and the trending of the amount of income being received. Examples of

income of this type include income from hourly workers with fluctuating hours, or income that includes
commissions, bonuses, or overtime.

History of Receipt: Two or more years of receipt of a particular type of variable income is recommended;
however, variable income that has been received for 12 to 24 months may be considered as acceptable

income, as long as the borrower’s loan application demonstrates that there are positive factors that
reasonably offset the shorter income history.

For additional information, see B3-3.1-01, General Income Information
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Fannie Mae Selling Guide

Trends of Income

When evaluating variable income, after the monthly year-to-date income amount is calculated, it must be
compared to prior years’ earnings using the borrower’s W-2’'s or signed federal income tax returns (or a
standard Verification of Employment completed by the employer or third-party employment verification
vendor).

« |If the trend in the amount of income is stable or increasing, the income amount should be averaged.

 If the trend was declining but has since stabilized and there is no reason to believe that the borrower
will not continue to be employed at the current level, the current, lower amount of variable income must

be used.

« If the trend is declining, the income may not be stable. Additional analysis must be conducted to
determine if any variable income should be used, but in no instance may it be averaged over the period
when the declination occurred.

For additional information, see B3-3.1-01, General Income Information
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Fannie Mae Selling Guide

Continuity of Income

A key driver of successful homeownership is confidence that all income used in qualifying the borrower
will continue to be received by the borrower for the foreseeable future. Unless the lender has knowledge
to the contrary, if the income does not have a defined expiration date and the applicable history of receipt
of the income is documented (per the specific income type), the lender may conclude that the income is

stable, predictable, and likely to continue. The lender is not expected to request additional documentation
from the borrower.

If the income source does have a defined expiration date or is dependent on the depletion of an asset

account or other limited benefit, the lender must document the likelihood of continued receipt of the
income for at least three years.

If the lender is notified that the borrower is transitioning to a lower pay structure, for example due to
pending retirement, the lender must use the lower amount to qualify the borrower.

For additional information, see B3-3.1-01, General Income Information
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Fannie Mae Selling Guide

Continuity of Income continued

The following table contains examples of income types with and without defined expiration dates. This
information is provided to assist lenders in determining whether additional income documentation may be
necessary to support a three-year continuance. Note that lenders remain responsible for making the final
determination of whether the borrower’s specific income source has a defined expiration date.

Ex%ration Date Not Defined

Lender does not need to document 3-year continuance

¢ automobile allowance

¢ base salary

¢ bonus, overtime, commission, or tip income
¢ capital gains income

e corporate retirement or pension

o disability income — long-term

o foster-care income

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

¢ military income

¢ mortgage credit certificates

e part-time job, second job, or seasonal income
¢ rentalincome

¢ self-employmentincome

e Social Security, VA, or other government retirement or
annuity

Defined Expiration Date*

Lender must document 3-year continuance

+ alimony, child support, or separate maintenance

+ distributions from a retirement account - for

example, 401(k), IRA, SEP, Keogh

* mortgage differential payments
* notes receivable

* public assistance

* royalty paymentincome

* Social Security (not including retirement or long-

term disability)

* trustincome

* VAbenefits (not including retirement or long-term

disability)

For additional information, see B3-3.1-01, General Income Information
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Documentation Provided by the Borrower

Employment Documentation Provided by the Borrower

The following table provides requirements for documentation provided by the borrower.

v

Requirements — Paystubs and W-2s

The paystub must be dated no earlier than 30 days prior to the initial loan application date and it must include all
year-to-date earnings. Additionally, the paystub must include sufficient information to appropriately calculate
income; otherwise, additional documentation must be obtained.

Paystubs must comply with B1-1-03, Allowable Age of Credit Documents and Federal Income Tax Returns.

IRS W-2 forms must cover the most recent one- or two-year period, based on the documentation requirements for
the particular income type. The W-2 forms must clearly identify the borrower as the employee.

"Most recent” W-2 is defined as the W-2 for the calendar year prior to the current calendar year. Alternative
documentation, such as an IRS Wage and Income (W-2) Transcript, a written Request for Verification of Employment
{Form 1005 or Form 1005(5)) (see below) or the final year-to-date paystub, may be used as long as adequate
information is provided.

Documents must be computer-generated or typed by the borrower’s employer(s), although paystubs that the
borrower downloads from the Internet are also acceptable. Documents must clearly identify the employer’s name
and source of information.

The documents must clearly identify the borrower as the employee.

The information must be complete and legible.

The original source of the information must be a third party, such as the borrower's human resources department,
personnel office, payroll department, company's payroll vendor, or supervisor.
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Documentation Fannie Mae Selling Guide

See COVID 19 temporary guidelines

i i B3-3.1-07, Verbal Verification of Empl t(10/02/2018
Verbal Verification of Employment erbal Verification of Employment (10/02/2018) '

Lenders must obtain a verbal verification of employment (verbal VOE) for each borrower using employment or self-employment
income to qualify. The verbal VOE must be obtained within 10 business days prior to the note date for employment income, and
within 120 calendar days prior to the note date for self-employment income. The verbal VOE requirement is intended to help
lenders mitigate risk by confirming, as late in the process as possible, that the borrower remains employed as originally
disclosed on the loan application. A change in the borrower’s employment status could have a significant impact on that
borrower’s capacity to repay the mortgage loan and must be fully reevaluated.

Alternatively, lenders may obtain the verbal VOE after closing, up to the time of loan delivery. If the verbal VOE cannot be
obtained prior to delivery, the loan is ineligible for delivery to Fannie Mae.

Note: If the employer confirms the borrower is currently on temporary leave, the lender must consider the borrower
“employed.” See B3-3.1-09, Other Sources of Income, for details on temporary leave.

Check For Investor Overlays For Timing Of Verbal VOE
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https://new.mi.genworth.com/self-employed-borrower-calculators

Fannie Mae Selling Guide

B3-3.1-09, Other Sources of Income (12/16/2020)

This topic provides information on documenting and qualifying a borrower’s income from sources other than wages and

salaries, including:

Documentation Requirements for Current Receipt of Income

Alimony or Child Support

Automobile Allowance
Boarder Income
Capital Gains Income

Disability Income — Long-Term

Employment Offers or Contracts

Employment-Related Assets as Qualifying Income

Foreign Income
Foster-Care Income

Housing or Parsonage Allowance

Interest and Dividends Income

Mortgage Credit Certificates

Mortgage Differential Payments Income

Non-Occupant Borrower Income

MNotes Receivable Income

Public Assistance Income

Retirement, Government Annuity, and Pension Income

Royalty Payment Income

Schedule K-1 Income

Social Security Income

Temporary Leave Income
TipIncome
Trust Income

Unemployment Benefits Income
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Freddie Mac

Guidelines
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General Requirements For Freddie Mac

Freddie Mac Home__  Single-Family Division Multifamily Division Capital Markets Division = Renters, Buyers and Owners
- H BN
FreddieMac Home Working with Us Technology Learning News & Insights About Seller/Servicer @ 122 Search
Single-Family

All critical communications are
now available online.

Policy updates, Bulletins, guidelines and other essential resources and information are all now online
and consolidated here for fast access.

Go to the Client Resource Center &
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https://sf.freddiemac.com/

General Requirements For Freddie Mac

~
FreddieMac

Single-Family

7\

Se

This
inclu

Go

Topic 5100
Topic 5200
Topic 5300
Topic 5400
Topic 5500
Topic 5600
Topic 5700
Topic 5800

Topic 5900

Guide Home  Seller/Servicer Relationship Selling Servicing

THE SINGLE-FAMILY SELLER/SERVICER GUIDE

Search the Guide

What can we help you find? n

BROWSE THE GUIDE RECENT BULLETINS FORMS & DOCUMENTS UPCOMING CHANGES

Series 1000 General Contract

Determining Borrower Eligibility

Credit Assessment

Stable Monthly Income and Asset Qualification Sources
Evaluation of Monthly Obligations

Assets

Property Eligibility and Appraisal Requirements
Property

Uniform Closing Dataset

Automated Income and Asset Assessment with Loan Product Advisor

Series 5000 Origination and Underwriting

Series 5000 covers underwriting the Borrower and
determining the adequacy of the property
securing the Mortgage.

9

Series 1000 covers the ¢
between the Seller/Serv

0 Doing Business with

Series 2000 covers Seller/Servicer eligibility and
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Employed Income Types

Primary
« Borrower’s primary source of employed income

Secondary
« Second job, part-time job or multiple jobs

Additional
« Commissions
 Bonus
« Overtime
 Tips
« Auto allowance
* Mortgage differential
« Military entitlements
« Military Reserves & National Guard
* Unemployment with seasonal employment

Freddie Mac’s Single-Family Seller/Servicer Guide Topic 5300
+nact



General Requirements For Freddie Mac

Stable monthly income is the Borrower's verified gross monthly income from all acceptable and verifiable
sources that can reasonably be expected to continue for at least the next three years. For each income
source used to qualify the Borrower, the Seller must determine that both the source and the amount of the
income are stable, with a consistent level of earnings.

Regardless of the underwriting path, the income qualification sources used to qualify the Borrower
(whether or not specifically addressed in Topic 5300) and the documentation in the Mortgage file must be
evaluated for stable monthly income qualification requirements and must meet the requirements of Topic
5300. Income qualification sources that do not meet these requirements or are not calculated correctly
may invalidate the Loan Product Advisor Risk Class on the Feedback Certificate.

The Seller must include a written analysis of the income qualification sources and amount in the Mortgage
file. In addition, all documentation used to establish stable monthly income must be retained in the
Mortgage file.
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Income Continuance Requirements

In most instances, a two-year history of receiving a consistent level of income is required in order for the
income to be considered stable and used for qualifying. While the source of income may vary, the
Borrower must have a consistent level of income despite changes in the sources of income. If the
Borrower has less than a two-year history of receiving income, the Seller must provide a written analysis
to justify the determination that the income that is used to qualify the Borrower is stable.

For all income used to qualify the Borrower, the Seller must determine whether the income is reasonably
expected to continue. This determination must focus on the Borrower's past employment/self-employment
history, history of receipt of other income and the probability of continued consistent receipt of the income
used to qualify the Borrower. At a minimum, the Seller must base the determination on the requirements of
Topic 5300, and any other documentation contained in the Mortgage file.

The Seller may consider all income for qualifying the Borrower, provided the Seller does not have
knowledge, information or documentation that contradicts a reasonable expectation of continuance or
probability of consistent receipt over at least the next three years.
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Employment Income

When a borrower has less than a two-year history of primary employment you may be able to determine
the income is stable.

However, when the borrower’s income is derived from fluctuating hourly earnings the employment history
must be at least 12 months.

Examples that may support less than a two-year history of primary employment include, but are not limited
to, the following:

For a Borrower returning to the workforce after a period of extended absence, for any reason,
documentation is provided to support a stable employment history that directly preceded the extended
absence

For a Borrower new to the workforce, documentation is provided that supports the Borrower's recent
attendance at school or in a training program prior to their current employment

When the Borrower’s employed income is derived from fluctuating hourly employment earnings, in no
event may the employment history be less than 12 months.

Refer to Selling Guide 5303.2 for additional information and requirements.
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Base Non-fluctuating Employment Earnings

Base non-fluctuating earnings may include both salaried and hourly earnings; however, the pay
rate and number of hours worked must not fluctuate between pay periods. The income
documentation must support base non-fluctuating earnings.

Position or Title
Start Date / / (mm/dd/yyyy)

How long in this line of work? Years Months

Refer to Section 5303.2(b) for additional information about base non-fluctuating earnings types.
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https://guide.freddiemac.com/app/guide/section/5303.2

Fluctuating Hourly Employment Earnings
Effective for Mortgages with Settlement Dates on or After July 2, 2020

* Require that when the borrower’s income is derived from fluctuating hourly employment
earnings, under no circumstances may the employment history be less than 12 months.

 Clarifying that “fluctuating hourly employment earnings” are considered to be wages that
are based on an hourly rate of pay and where the number of hours fluctuate each pay
period

» Alignment of income calculation requirements for all fluctuating employment income
types (hourly base, overtime, bonus, commission and tips). The calculation is based on
whether the income trend is determined to be consistent, increasing or declining.

« Adding requirements for additional analysis when income fluctuation between the prior
year(s) and year-to-date exceeds 10%.
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Additional Employed Income

Certain employment characteristics may require additional documentation and/or
analysis.

Those employment characteristics include:

» Full-time and part-time employment

« Seasonal employment

* Union members

« Borrower employed by family member or interested party to the transaction

« Employed Income from a foreign source

« Employment contracts

« Temporary help services (W-2 income from contract and/or temporary staffing firms)
* Income reported on IRS Form 1099 for services performed

+nact
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Income Document Requirements

Documentation Requirements
 Manual Underwrite: Typically requires two-year history to be received and documented
« Automated underwriting (Loan Product Advisor® or Desktop Underwriter®):
« Typically follow the findings report or feedback certificate
« Often documentation is reduced from a manual underwrite

» Additional documentation is required to clarify a question, inconsistency of an income
source if using to qualify

» Conservative income calculations are preferred
 When Ml is needed, always verify Ml guideline requirements as well

Documentation Overlays May Exist; Always Check Investor Credit Policy

For Additional Requirements
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Verifying the Qualifying Income

A minimum history of two years of employment is recommended. However, in certain circumstances
!ngpr_rgje trlwlat 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, (VOE) a/k/a Form 1005 or

 The Borrower’s Recent Paystub & W-2 Forms (covering the most recent two-\x/ear period). A
written VOE may be required to document the income types included on the W-2.

* 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
« PCV- Freddie Mac

« Fannie Mae & Freddie Mac require lenders to have each borrower complete and si%n a separate
IRS Form 4506-C or alternative at or before closing if any income is being used in the transaction.

+nact



Written Verification of Employment

VOE Reminders:
* Independently verify address to which you are sending
« Use only “Human Resources” or “Payroll” for “Attention to”
 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 and work history, job title 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/pasting

 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

* VOE can be helpful in breaking out income such as commission, 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 are valid for four months)
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Written Verification of Employment

Pay close attention to-

Fannie Mae

Privacy Act Naticn: Tria information i i ba usad by 9 sgency coleaing it o
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& Date | B Lender's Number
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Written VOE -1005

All of the information on Form 1005 must
be legible.

. The following fields are optional;

. #11- Probability

. #14- OT & Bonus

. #16- Date of next pay increase

. #17- Projected amount of next pay increase
. #18- Date of last pay increase

. #19 Amount of last pay increase

. #24- Part lll- Previous Employment- Reason for

leaving

&1 FannieMae
Request for Verification of Employment
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Examining Pay Stubs

Pay Penod Start Date | Pay Period End Date | Check Date

Voucher Gross Amount | Net Amount

0362021 03312021 0373172021 3802034 154372 1,316.29
Pay Type Hours Rate Amount Year To Date

Clergy Salary 0.000 1,116.6700 1,116.67 6,700.02
Clergy SEC 86.670 104.5500 104 55 627.30
Clergy TAuto 0.000 37.5000 3750 22500
Clergy Tax Cell 0.000 35.0000 35.00 210.00
Housing 0.000  250.0000 250.00 1,500.00
Gross Pay: 1,543.72 §9,262.32
FIT 16067 964 .03
Income Tax Minnesota 66.76 400.56
Tax Totals: 227.43 1,364.59
Life  AD&D 403 2418
Long Term Dis. 323 19.38
Deduction Totals: 0.00 0.00 7.26 43.58

Hunt Valley Chapel Voucher: 3802034

14432 Spintual Way Date: 0373172021

Hunt Valley, MN 55243

(952) FINDWAY

ACCOUNT # DEPOSITED TO
Pay to the order of:
Penny Public C*™8110

NON-NEGOTIABLE NON-NEGOTIABLE

AMOUNT $1,316.29

1,316.29

NON-NEGOTIABLE
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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 Ill).

Computer generated, if not additional documentation must be reviewed.

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.

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?
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Examining W-2s

a Employee's SSN XXX - XX - XXXX

I b Employer ID No. (EIN)

12-1234567

| OMB No. 1545-0008

C Employer's name, addre

ss, and ZIP code

This information is being furnished to the IRS. If you are required to file a tax return, a negligence penalty or
other sanction may be imposed on you if this income is taxable and you fail to report it.

63400.00

4647 .32

LIGHT IT UP, LLC 1 Wags, tips, other compn | 2 Fed inc tax withheld 3 Social security wages W 2
63400.00 8970.56 67600.00| Form
350 BROAD STREET 4 35 tax withheld 5 Medicare wages & tips 6 Medicare tax withheld Wage and
RED BANK NJ 07755 4191.20 67600.00 280.20 T
: —— : ax
T Social security tips 8 Allocated tips 9
d Control No. Statement
10 Depdnt care benefits 11 Nonqualified plans 12a
€ Employee's name, address, and ZIP code Suff. S | 4200.00 2 0 2 0
13 14 other 12b
Statut | .
MARY HOMEOWNER alulory empioyee D 12(! Copy C For
7 GALLOPING HILL ROAD EMPLOYEE'S
Retirement plan . . | RECORDS
COLTS NECK NJ 07708 12d (see Notice to
Third-party sick pay r| | Employes.)
5 State Employer's state D No. 16 State wages, tips, etc 17 State income tax 18 Local wages, tips, etc 19 Local income tax 20 Locality name
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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)
» |s 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
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Verbal VOE (VVOE) Requirement- Fannie Mae

Requirements for hourly, salary and commission income

« 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
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Pre-Closing Verification (PCV)Requirement-
Freddie Mac

Requirements for hourly, salary and commission income

PCV types may include:

» Verbal (VOE)

»  Written VOE

» Military Leave and Earning (LES)

» Third-Party Employment Verification Service

* An e-mail Exchange from the Employer’s Work e-mail address (see next slide)
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Pre-Closing Verification (PCV)Requirement-
Freddie Mac

Now permitted is an e-mail exchange from the independently obtained employer’s work e-mail address
that includes, at a minimum, all of the following:

« Borrower’'s name and current employment status
 Employer’s name

 Name and title of the individual contacted at the employer, date of contact and the individual’s work e-
mail address

Additionally, the Mortgage file must include:
» Information about the third-party source used to obtain the employer’s e-mail address, and

* Name, title and employer of the representative who contacted the Borrower’s employer and obtained
the e-mail verification
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2020 Tax Format

S1040 55 ndnidual income Tax Retum

2020

OMB Mo, 1545-0074

RS Usa Diniy — Do not wiits: or siapla in fis space.

Filing Status [ Single [] Married filing jointly || Married filing separatsly (MFS) [ Head of household HOH) [ Qualifying widowisr) [0W)

Chem"'? I you checked the MFS bax, enter the name of your spouse. If you checked the HOH or GW bax, enter the child's name if the qualifying
ane B person is & child but not your dependent
Your first name and middle Inflal Lest nama Your soclal security number
| |
I joint retuem, spouse’s first name and middle Inftial Last nams Spousa's social security number
[
Hime sddress (number and street). If you nave 8 PO, DOX, 588 Irstructions. Apt no. Presidential Election Campaign
Check herz if you, or your
spouse i filing jointly, want §3
Clty, town, or post office. If you have & foreign adoress, 850 COMpists Spaces Delow. St P oo 15 go I s \ing a
box below will not change
Foreign country name Forelgn provincesstate/county Foreign postal code | your tax or refund.
[Ivou [ spouse

At any time during 2020, did you receive, s=ll, send, exchange, or otherwiss acquire any finencial interest in any virtusl curency? [ Yes [ Ne

Standard Someone can claim: [ Youasadependent [ Your spouse as a dependent
Deduction [ Spouse itemizes on a separate returmn or you were a dual-status alien

Ape/Blindness Yow: [ | Were bom before January 2, 1956  [] Are blind

Spouse: [ | Was bom before January 2, 19568 [] Is bilind

Dependents (ses instructions): {3 Social securtty {3} Aelationship [4) ¥ I qualties for {see Insrucions)
f mare [} First name Last name number T you Child ta credit | Credi sor ptner depancents
than four [} O
g8 instn.lcttsialjrs ] o
and chegk L1 ]
here » [ O O
— 1 'Wapges, salaries, tips, etc. Attach Formds) W-2 B 1
AS‘:hmg i 2a Tax-exempt interest . 2a b Taxeble interest b
raq.lmd da  Quaslified dividends da b Ordinary dividends db
J 42 IRAdistibutions . . . 4a b Taxable amount . 4b
ba Pensions and annuities . Ga b Taxable amournt . &b
Standard Ba Social security benefits . . Ga b Taxable amournt . . ]
Dequction Tof—| 7 Capital gain or (loss). Attach Schedule D if required. If not required, check here e [T
T Nedeitig | B Otherincome from Schedule 1, line 8 _ o |8
;ﬁgﬁ*- 8  Addlines 1, 2b, 3b, 4b, 5b, Gb. 7, and 8. This is your total income » |9
= Masried fiing 10  Adjustments to income:
- a FromSchedulet,ine22 . . . _ . . . . . . . . . . |10a
24,800 Chertabde contributions if you take the stenderd deduction. Seeinstructions | 10b
= Head of Add lines 10a and 10b. Thess are your total adjustments to income Ll
frmehs | 49 Subtract line 10c from line 9. This is your adjusted gross income » [ 11
sHyouckecked 12 Standard deduction or itemized deductions ffrom Schedule A) 12
gy b |43 Qualified business income deduction. Attech Form 8395 or Form B95-A 13
Deduction . |14 Addlines12and 13 . e 14
' 46 Tanable income. Subtract fine 14 from line 11. ¥ zero or less, enter - . 15

For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see separate Instructions.
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The Work Number®

Employer Name must match exactly as listed on Paystub to get a match

Verify information back to 1003
Is income broken out? Enter into 1003 if using; Look for trends

Order Information

Verified On:
Verification Type:
Permissible Purpose:
Reference Number:
Tracking Number:

Employer

Employer:
Headquarters Address:
Address1:
Address2:
City:
State:
Zip Code:

Employer Disclaimer:

07/17/2018
Employment /Income
Employment purposes
HHHXKHXK253
00XXXX856

Minnesota Medical Center

89 South CentralStrest
Data not provided
St Paul
MN
55102

Please use Headquarters Address above for garnishment requests.

The Average Hours Per Pay Period reflects the actual hours paid for the most recent pay period.

Employment

Division:

CRP

fax Verification Services

Employment Statu\
Most Recent Start Date:
Original Hire Date:

Total Time With Employer:
Job Title:

Income

Employee Rate of Pay\

Employee Pay Frequency:
Avg. Hrs. Worked / Pay Period:

Annual Incol ummary

Active

11/282011

11/28/2011

8 Years, 7 Months Behavioral
Health Intake Spec

$25.62
Hourly
80

Base Salary Overtime Commissions Bonus Other

2018 $28,109.73
2017 $36,652.69
2016 $9,870.12

$0.00 $0.00 $0.00 $0.00
$0.00 $0.00 $200.00 $0.00
$0.00 $0.00 $0.00 $0.00

Pag

Total
$28,109.73
$36,852.69

$9,870.12



IRS 4506-C

Fannie Mae

i@ In: 4506-C ... Out: 4506-T

Effective March 1, 2021, only the new IRS Form 4506-C will be accepted
through the Income Verification Express Service (IVES) to provide tax
transcripts to third parties. This means mortgage lenders will need to have
borrowers sign Form 4506-C to give permission for obtaining their tax

me-c Department of the Treasury - intemal Reverue Senice OB Numk
(Sepiember 2020) IVES Request for Transcript of Tax Return 15451072
¥ Do not sign this form uniess all h
[ Request may be rejected if the form is mcompilete or ilegibie.
» For more information about Form 4506-C. visit www.irs. gov and search IVES.
1a. Name shown on tan neturn (if & joint redumn, enler the: name shawn 1b. First social security number on taxpayer
first) number, or employer

2a_ il a jint rehm, enter spouse’s name shown on tax returmn #h_Second social security number or number

if joint tax return

3. Current name, address {including apt., room! hbsuile na.), city, state, and ZIP code (see insinuctions)

4. Previous address shown on the last rebsm filed i diflerent from line 3 (sse instructions)

party entered an Line Sa. Ensure that ines § through & ane compisted before signing. (see instructions)

hese (il 1085, 1130, etc.) and check the appropriater box below. Enter only one ax form number

the linc tems of a tax return as fied with the RS, A tax return ransaipt does not reflect changes: j
Transcripts ane ory avalable for the following nelums: Form 1040 senes, Form 1065, Form

ane available for most returns:

on the firancal status of the account, such as payments made on e accourt, peralty 0O
ar the IRS afer Ihe return was filed. Return information is limsbed 1o bems such as s ksbilty and

it is @ combe al the Retum Transsipt and the Account Transcript. O

transcripts. The December Selling Guide update will include changes to align e e e smrers

with this requirement.

[ / [ [

e taxpayer whose name is shown on line 12 or 2, or & person autherized o obiain e i nlormaton
leasi one spouse must sign. If signed by a corparais officer, 1 perceni or more sharchokies, pariner,

. receiver, admirsirsice, irusice, or parly ciher than e iaxpayer. | coriily hat | have the aulhoriy o
This form must be recesived by IRS within 120 days of the sigrature date

See instructions.

attestation clause and upon so reading declares Ehai he'she has ihe auihority io sign the Form 4508-C.

‘Signaiure see natrucians) Date

lﬁwmdwmnhuh

PrintType name

Sign Title (if kv 1a above i & corporafion, pavfneraing, saisle, or frusi)
Here

|n|u

Catalog Numbes T24ITP A
For Privacy Act snd Peperwork Reduction Act Notice, see page 2.

Form 4806-C (9.2020)
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https://www.irs.gov/pub/irs-pdf/f4506c.pdf

Form 4506-C Diepartment of the: Treasury - Intemal Reverue Service OMB Number
- (September 2020 IVES Request for Transcript of Tax Return 11T
» Do not sign this form unless all applicabie lines have been completed.

# Request may be rejected if the form is incompilete or illegible.
» For more information about Form 4508-C. visit www._irs.gov and search IVES.

H 1a. Mame shown on tax return (i & joint return, enler the name shawn 1ib. First social secwrity number on tax return, individual taxpayer identification
re Ie ac firsth number, or employer identification number jsee nsiructions)
Za._ if a joint retm, enter spouse’s name shown on tax retum 2. Second social security number or individual taxpayer identification number
if joint tax return

Guide impact s e S
A Previous address shown on the last retn fled # diflsrent from line 3 (sse nstuctions)

Section 5501.3 has been updated to reflect these changes. e —

Bb. Customer file number (if applicable) see nstructions)

UPDATES TO INTERNAL REVENUE SERVICE (IRS) e e
FORM 4506-T e ek e e i o

a mmmmmdhnmnﬁmmnummﬂs A tax return transcript does not reflect changes :l
macie to the account after the neturn is processed. Trarscripts are orly avaiatle for the following relums: Form 1040 seres. Form 1088, Form

1120, Form 1120-A, Form 1120-M, Form 11201, and Foem 11205, Retum iranscripts: are svalable for e curment year and relurms processad

* We are updating all references to Internal Revenue Sy g e

b Accownt which on the financial status of the account, such as payments: made on the accourt, penalty n

Service (IRS) Form 4506-T to reflect the IRS’s revised e

requirement for IRS Form 4506-C. IRS Form 4506-C e e e S e — )

infarmation relurns. State or incal irdormation is Rot ncluded with the Farm W-2 information. The IRS may be able o provide Bus ranscrpt

must be used effective March 1, 2021 by authorized e e A o s B e

Income Verification Express Service participants in order — mEremmiies e
to obtain tax transcripts with the taxpayer’s consent. © e i e B

Cautlon: Do nat sign is form uniess ali appicable lines have been complsted.

* Loan Product Advisor messaging will be updated at a e e i
later date, which will be communicated when available. A A
We will provide updates for Servicers in a future Bulletin. l |

PrintType name

« Guide impacts: Sections sgn [T 75 e o
3402.5, 4304.5, 5302.5, 5901.5 and 5903.5 i =~

PrinuType nama

Catalog Numbes T2027P i 53 e Form 4506-C (9.2020)
For Privacy Act snd Paperwork Reduction Act Notice, see page 2.

+nact


https://guide.freddiemac.com/app/guide/section/5501.3
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https://guide.freddiemac.com/app/guide/section/5302.5
https://guide.freddiemac.com/app/guide/section/5901.5
https://guide.freddiemac.com/app/guide/section/5903.5
https://www.irs.gov/pub/irs-pdf/f4506c.pdf
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Calculations

Always include the calculations in mortgage file

L
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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

[ 1234567890 Always show your work!
oopE e

oagoc

aoaai
cosaan

+nact



[-uﬁ "‘2-"5

In' =y

"H_,_Jir A __‘i'.$

LA 8
9:{ :Iﬁ- -n{f

<. oBle%e J}I‘ “/ ﬁ"“‘]"k #L;i:l

f-

_Underwnter Math

S[.H'j' =l a

é’rx--ﬂh 5,_..}&{

Sined

Loan Officer Math

e

+

i

D -

7

*u

+ nact



Calculators

Genworth Ml is now

Course Catalog
Live Webinar
Calendar
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MI & RATES | UNDERWRITING & GUIDES | LOS & CONMNECTIONS | EMNACT TOOLKIT |
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Self-Employed Borrower Tools by Enact Ml

We get it, 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 suggested guidance, they don't replace instructions or applicable guidelines from the GSEs.

oodo

Per Hour
TTD Avg

1

E | L | [u] | L E | [£] H | | W | kK
f—
'l'_ N act Income Calculation Worksheet . e )
Borrower (2] Mamela] Loan Mumbar
Borrower Hame | | Loas Humber | l I- n a Ct
Employer I Date Propicty Addmes
Far Trps I
N poe - g .t i .
[T — Calculator and Quick Reference Guide:
Per Haur 1] # of hours XEaM2 Income = . - i 3
H - TTD Earnings 1] # maonths Income l—c \,’l ( h l—l I I \ ] Ny [ %
] o WE For Tax Tear: | 0 # months Income annle i ae “‘aS O‘-‘I e nEl ) Slh
- wekerTarean | o ¥ months Please use the following quick reference guide to assist you in completing Fannie Mae Form 1084. It provides suggested

guidance cnly and does not replace Fannie Mae instructions or epplicable guidelines.
Mote: For entries with the marker {+/—) type a ™' for entering a negative amount. Exarmple: —12 345 &7

T+ 1 Ang 040 = Individual Income Tax Return
1 W-2 Income from Self-Employment -
ATD+ 2T W2 dvg s Oy add Back the sligible
2 Schedule B - Interast and Ordinary Dividends “Others” deductons, such
Use lowest income or check the income you wizh to use _ g IR as Amaortization or
a Interest income from Self-Employment [Line 1) F Casualty Loss.
b. Dividends from Seif-Employment [Line &) + S
Type of Ealary i Sehedule C — Profit or Less from Business: Sole Proprietorship
a Net Profit or Lass (Line 1) [+ |
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Enact Income Calculation Worksheet

4-_ n a C t Income Calculation Worksheet Commission | Break ont commizsion from base salary |
Borrower Hame] ] Loan Number [ : 5 :TD Commizsion “minuz Expcnscs : = Z:;g;n;cs [bared upan E108 cxpanrr]
- ask NEAr SOMMIZSISn “minuz KPehsiss - ApChIss
Employer L I Date L TG I s — | sdditianal pear commizzion “minuz Expenses t - | 2106 expenses
— *Fallow inscrtar quidelines Far unrsimbursed exponre policr.
] - = Nt income [1] # menthz menthly incomes
Hourly O — | = Mt Incame [ # manths monthly income
Par Haur 1] #ofhours wozfz | % = noome 3 - = Nt Income 0 # manths manthly income
E - |*TOEamings 0 #months ncome
+ = Wz for Tan'rear | 0 #months ncome O TD Avwg uzing net income 2106 ¥TD Expense Estimate
+ - W2 tor Tas'rearn: I 0 # months Income O TTD + 1 wear uging Met Income 2 year Commizsion ¥z 2106 Expensss
O ¥TO + 2 year using net income Commission [
O ¥ = PerHour Expenzes 3
O 0 e Expence fFactor 3
o WT0+1W2 Aug Ls = [ UseLower of calculations I or check the income you wish to wse D
O WTO + 2% w2 Bug
L& - |Use lowest income pr check the income you wish to usdg Other Income |Tope of income | 0 |
3 ° WTO income: 1] # months Income
Salary I Type of Salary | ] - W2 For year: | [ [1] # maonths Incam:
3 - W2 For year: 0 1] # months Income
g e Sosro ; = - o = D treome
I weerly = = noome m] ¥TO +1 Year
O Semi Manthly n2dhz = k3 = Income O YD+ 2 Fear
O ‘wleekly K522 = ¥ = Income
I 3 - I uge lowest income average I or check the income you wizh to wse D
O W' TO Salary [pawsub) 0 # months Manthly fwg
O W2 income 0 #months Income
O W2 Income ] # months Inoome Fotential Non Tazable Income Social Security: Retire-elHDisabiIit]fSI"iIolfSIEEIe-eld 0 I
|1+ SR dioi i Whenard Tiivadicnn orcamendation: Froaae MW Sl
| - |Base Used to Qualify | check the salary you wish to use  IFYTO ar past year is [ower, sonfirm why i B"\MF_“ Total Anmosl ?"\Mﬂt
N Taxable Portion € 100% 3 - 3 - Annual Benefit x 5%
Oitherwize, lower of YT and W2
3 - Mon-Taxable € 125% 3 - 3 - Annual Benefit x 15%
Dventime!Bonus | Break out OTIBonus from base salary | 3 month Tatallnzam] § - i | Gross up 25%
[} = | Total Manthly Income [} - | Total Gross up
3 thz
¥ = |%'TO Overtime { Borus” 0 # month= Income T = ToT;nMonthly [
L —_|Pastyear OT breakout 0 #manths Income: Poteatial Noa Tazable Income Dther: IRA, Peasion, Child Sspport | 0
$ - | Additional vear OT{ Bonus Q # months Income T ————
Annual Benefit
O 10 Aug *If DU requires only a ¥ TO paystub, OT{Eonus must be annualized. Tazxable Portion = 100% L -
O WT0+ Tyear Avg Divide Y TO OT{Eonus by 12 months; for qualifying purposes, H - Pzn-Taxable x 125% H -
O WTO+2%ear fug tupically a two year histony of receipt is required. # maonths Tatallnzam] § z
3 = Total Menthly Incems
B - |Uselower of caleulations br check the income you wish to us -
Total Income to @ualify B o |
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Base Income Conversion Exercises

If the Income is stated Then use the following calculation:
as
Annual $60,000 Base Pay divided by 12
Weekly $750 Base Pay x 52 divided by 12
Bi-Weekly (every two W$EEH5] Base Pay x 26 divided by 12
1,000
Semi-Monthly (twice a Base Pay x 24 divided by 12
month) $1.250
Hourl Hourly Rate x number of hours per week
¥%20/ hour, 40 hours weekly x 52 divided by 12

Calculate the monthly income for each pay scenario above.
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Practice Exercise

Annual:

$60,000/12 = $5,000
Weekly:

($750 x 52) =$39,000/12 = $3,250
Bi-Weekly:

($1,000 x 26)= $26,000 / 12 = $2,166

Semi-Monthly:
($1,250 x 24) =$30000/12 = $2,500

Hourly:
Must know how many hours worked per week!!!!
($20 x 40 x 52) =$41,600/ 12 = $3,467
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Resources
Fannie Mae, Freddie Mac and Enact
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Resources

To access the Fannie Mae Selling Guide:
» (o to http://www.fanniemae.com

th 13

« Click on “Single Family”, “Originating and Underwriting” and then “Selling Guide”
« Chapter B3-3 Income Assessment of the Selling Guide discusses Income Underwriting
requirements

To access the Freddie Mac Loan Product Advisor Documentation Matrix and The Freddie
Mac Seller/Servicer Guide:

(o to http://www.freddiemac.com

» Click on “Single Family”, use the search feature for “Loan Product Advisor Documentation Matrix”

Loan Product Advisor Documentation Matrix

» Chapter 5301.1 of Seller/Servicer Guide for Stable monthly income and asset qualification for
Freddie Mac
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Fannie Mae Job Aids/FAQs

Explore training and resources

General Underwriting & Selling Guide

Job Aids & Guides *

URLA/Form 1003 | Getting Started with the
URLA/Form 1003 | Implementing the New [

Getting Started with the Redesigned 1003 Omnline Learning

Frequently Asked
Questions

Appraisal and Property Related
Appraisal Waivers

Appraiser Independence Requirements
Project Insurance Requirements

Project Standards Requirements
Revised General Qualified Mortgage Rule
Uniform Appraisal Dataset (UAD)
Uniform Closing Dataset (UCD)

UCD Collection Solution

Uniform Collateral Data Portal® (UCDP®)
Uniform Mortgage Data Program® (UMDPE

Other Resources

Uniform Residential Loan Application (URL
Top Lender Questions

L

Assessing Income from Self-Employment

Asset Validation for a Better Borrower Experience (DVS)

Borrower Income Verification Policies

Condo Project Standards Trainings

Evaluating Rental Income

Form 1003 | Implementing the New DU Spec MISMO v3.4 - Section 1a
Implementing Day 1 Certainty

Qualifying the Borrower Video Series

Rural Appraisal Challenges

Validating Borrower Employment and Income with DU {DVS)

Selling Guide

Selling & Servicing Guide Forms

Selling & Servicing Guide Communications

Mortgage Products

AllRegs.com (pop-ups must be enabled in arder to ses page)

HUD Review Approval Process (HRAP)
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Fannie Mae Top Trending Questions

Home | FAQ: Top Trending Selling FAQs

FAQ: Top Trending Selling FAQs

Have questions?
Get answers to frequently asked questions, updated Get ansuers to all of your guide and
qualterly policy questions straight from the source,
These are the top trending underwriting and eligibility questions customers have asked
us. Visit Ask Poli® to see trending content, find more answers, filter content by topic, and

view recently added questions.

FAQs updated June 30,2021

Topics

Asset Assessment > Verification of Non-Depository

Eligibility > Borrower Eligibility

Eligibility > Occupancy Types

Income Assessment > Base Pay/ Bonus/ Overtime

Income Assessment > Rental Income

Income A t > Self-Employ t Income

Liability Assessment > Monthly Debt Obligations

Loan Application > Documentation
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Freddie Mac Documentation Matrix

Documentation Matrix
» Assists in underwriting and documenting loans for Freddie Mac
* Lenders may have overlays
« Check for latest version

i P
Loan Product Advisor® Documentation Matrix FreddieMac

Single-Family

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 Freddie Mac Single-Family
Seller/Servicer Guide (Guide). We recommend bookmarking the Guide link (https://guide.freddiemac.com/app/guide/) for
easy access.”

What Has Changed in this Reference?
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Freddie Mac Rental Income Matrix

Rental Income
« Assists in understanding rental income requirements and calculation for Freddie Mac
» Check for latest version

Rental Income Matrix Fl@ddie Mac

Single-Family

Rental income may be used in qualifying the borrower(s) provided the requirements of Guide Section 5306.1 and
the documentation requirements contained in Guide Sections 5102.3 and 5102.4 and Chapter 5302 are met. If
rental income is not used to gualify the borrower, the requirements of Chapter 5306.1 do not apply.

MNotes: A vertical revision bar " | " is used in the margin of this quick reference to highlight new reguirements and
significant changes. Effective for mortgages with Freddie Mac settlement dates on and after July 1, 2020.

Rental Income is from...
Tonic . . Subject Property: Mon-subject Investment
°P SUE.”&M. Pmpert'g.r._ 1- to 4-unit Investment Property Owned by the
2- to 4-unit Primary Residence
Property Borrower

12 com/contfent! accete/recntircee/ndf/iindate/rental ndf
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Enact Underwriting Guidelines

GSworth Ml is now <, 8004445664 | = | =
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MI & RATES | UNDERWRITING & GUIDES | LOS & CONNECTIONS | ENACT TOOLKIT | TRAINING | OUR BLOG | ABOUT US

COVID-19

remain focused on you.

Genworth Ml is now Enact.

LEARN MORE

Underwriting O Rate Express o = Training
Innovate Underwriting o Find Rates Quick Boost Your Knowledge

KNOW MORE GET A QUOTE NOW LEARN NOW
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Enact Rate Express

68

®
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MI & RATES | UNDERWRITING & GUIDES | LOS & CONNECTIONS | ENACT TOOLKIT | TRAINING | OUR BLOG | ABOUT US

L+

Rate Cards and
Risk-Based Pricing

e\ ¢ 've changed to

High LTV Refi Info
Tool

remain focused on you.

Genworth Ml is now Enact.

LEARN MORE

Underwriting O o Rate Express o = Training
Innovate Underwriting o Find Rates Quick Boost Your Knowledge

KNOW MORE GET A QUOTE NOW LEARN NOW
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Enact Training Resources

Genworth Ml is now
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MI & RATES | UNDERWRITING & GUIDES | LOS & CONNECTIONS | ENACT TOOLKIT TRAINING

Course Catalog

We've changed to
emain focused on you.

Genworth Ml is now Enact.

LEARN MORE

T A

Underwriting O ¢ Rate Express o = Training
Innovate Underwriting o Find Rates Quick Boost Your Knowledge

KNOW MORE GET A QUOTE NOW LEARN NOW
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Self-Employed Borrower Tools by Enact Ml

We get it, 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 suggested guidance, they don't replace instructions or applicable guidelines from the GSEs.

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 (2019-
2020)

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

Freddie Mac Form 92 Calculator (2019-
2020)

Form 92 Net Rental income Calculations - Schedule E
UPDATED

Current Ratio - Liquidity Calculator
(2019-2020)

Calculate working capital liquidity against current liabilities.
UPDATED

Fannie Mae Rental Guide (Calculator
1039)

Calculate qualifying rental income for Fannie Mae Form 1039
(Business Rental Income from Investment Property)

0000

Fannie Mae Form 1084 Calculator XLS
(2019-2020)

Calculate and analyze cash fiow to help you complete Fannie
Mae form 1084. UPDA

Schedule Analysis Method (SAM)
Calculator (2019-2020)

Calculate quaifying income from tax returns.  UPDATED

Quick Ratio - Liquidity Calculator (2019-
2020)

Calculate an organization's liquidity against current liabilities.
UPD/

ATED

Fannie Mae Form 1088 Cheat Sheet

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

0000

Freddie Mac Form 91 Calculator (2019-
2020)

Quick reference guide and income analysis for Freddie Mac
Form91 UPDATED

Rental Income Calculator (2019-2020)

Assists in calculating rental income from IRS form 1040
Schedule E 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 Comparative Analysis Form
1088

Caiculate increases/decreases in gross income, expenses and
taxable income.

+nact



Your Enact Resources

« ActionCenter® : 800 444.5664
* Your Local Enact Regional Underwriter
* Your Enact Sales Representative

71
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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.

Collateral Underwriter®, Home Ready® and Desktop Underwriter® or DU® are registered trademarks of Fannie Mae
Loan Product Advisor®, Home Possible®, Loan Collateral Advisor® and Home Value Explorer® (HVE®) are registered trademarks of Freddie Mac
ActionCenter®, Homebuyer Privileges® and Rate Express® are registered trademarks of Genworth Mortgage Holdings, LLC

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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