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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.
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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 to the Unitorm Morigage Daks Program™, an effort undertaken jointiy by Fannie Mae and Freddle Mac at the direction of eir
reguintr, the Federal Houzing Smance Agency.

https://www.fanniemae.com/content/news/ulad-announcement-december-2015.pdf
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Uniform Mortgage Data Program (UMDP)

UMDP @) FannieMae  FreddieMac

UNIORM WORTCASE DATR PROSHAR

Fannie Mae and Freddie Mac Publish Updated Redesigned

Uniform Residential Loan Application

Fannie Mae and Freddie Mac (the GSEs) are announcing the publication
af the static version of the updated redesigned Uniform Residential Loan

Application (URLA) (i.e.. Fannie Mae Form 1003 / Freddie Mac Form 85).

This release contains revisions to the URLA previously announced in
2016 and follows the Federal Housing Finance Agency's (FHFA)
announcement on October 20, 2017 that a question about the applicant's
language preference would be added to the URLA.

This final static version of the redesigned URLA provides the preferred
language question in the Personal Information section of the Bomower
Information and Additional Borrower components. The static version of

November 17, 2017

With thiz update, the GIE: are
publizhing the final static verzion
af the redesigned URLA with the
proferved language question.
Interactive and dynamic versions
af the redesigned URLA will ba
published ar a later date and will
inciude the same language ar the
static version.

the other URLA components (Unmarried Addendum, Lender, Continuation Sheet, and Demographic
Information Addendum) were also updated and republished o each GSE's URLA webpage.

The G5Es will publish the interactive (.pdf} and dynamic (.pdf) versions of the redesigned URLA by the
end of 2017 along with several supporiing documents to assist the industry with implementation of the
URLA, and each G5E's automated underwriting system specification (i.e., Fannie Mae's Desktop

Underwriter® (DU®) and Freddie Mac’s Lean Product Advisor®).

Additional Information and Training

Fannie Mae and Freddie Mac will confinue to support lenders and technology solution providers
throughout implementation and adoption of the redesigned URLA with thorough documentation, live
webinars, and educational outreach starting in early 2018 and continuing throughout the year. The
documents referenced in this announcement, and other suppaorting materials, are located on Fannie

Mae's UELA page and Freddie Mac's UELA page.

If you have questions about the redesigned URLA, please contact your respective GSE account
representative,

or email ULADE FannieMae.com or ULAD@FreddieMac.com.

o 2017 Fred&e Mac and Faonic Mo, Tradormarks of mepective owmar.

Novemiar 2017 Pamlefl

This conmwsloanion relases & she Ungbre Mormgage Dar Progranse, an g snderraken joimnly by

Freddfe Mac awed Fannic Mo ot the dirccrion of their reguiasor, the Fedoral Housing Finance Agercy.

Review and Calculate Base Income 5 GenWOFth /0\°®



URLA Page

Fannie Mae

Single-Family v

Originating & Underwriting

Uniform
Residential Loan
Application

g i

Pricing & Execution

‘nSign Up for Email Updates

Related Links

Uniform Mortgage Data
Program (UMDP]

Guide Forms

Related Applications

Desktop Underwrniter

Delivering Servicing Training

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

Technology

The GSEs redesigned the Uniform Residential Loan Application (Form 1003), 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.

What's New

Title Date & Surmmary

Redesigned URLA and Supporting
Documents Updated with Language
Preference Question new

Fannie Mae and Freddie Mac Publish
Updated Redesigned URLA

URLA Implementation Timeline Update

December 19, 2017 - Announces the final redesigned URLA/Form 1003 featuring
the Language Preference question. Dynamic, Interactive, and Spanish versions
of the form were published along with supporting documents.

MNowvember 17, 2017 — Announces the publication of a static version of the
redesigned Form 1003 featuring FHFA's preferred language question.

September 26, 2017 - Announces the implementation timeline for using the

redesigned URLA and related Desktop Underwriter Specification.

Redesigned Form 1003

Show All

Frequently Asked Questions

Interactive URLA Form

1003 - Borrower Information updated
1003 - Additional Borrower updated
1003 - Unmarried Addendum updated
1003 - Lender Loan Information updated

1003 - Continuation Sheet updated

Dynamic Form 1003

FAQs | Redesigned Form 1003 and ULAD updated

Demographic Information Addendum

1003 - Demographic Information Addendum
updated

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

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

To be omuictes! b the Lender:

Landier Laan Ko /1 | Lz Ieantiar

Agancy Casa Ne.

Uniform Residential Loan Application — Lender Loan Information

This section 1s completed by your Lender.

L1. Property and Loan Information

T3 b ovmpieied iy the Landar: Community Preparty State Rafinance Typs Rafinance Program
employment and Other SCUMCES  Lamterkoan e, drivenalL car dmiser Aagercy Case W DAt least ane barrower lves in 2 community graperty state. © NoCash Out O Full Documentation
Uniform Residential Loan Application — Additional Bo pftpreen ey ey Qummon Qe e
ni a5 k] n on — na rrower . O Cash Out Q) Streamlined withaut Appraisal
- Transaction Datail
R i Midche, Lot Said [ Canwersicn of Cantract for Deed or Land Contract O Other,
WVarily and complets the information on this appdiction as dirsded our Lendar, [ Renovatian
mcnm-unm:- -f.urnn}:numrs ik O Construction-Canversion/Construction-to-Permanent Ewrgy th_
under which credt wos previousiyn - Secthon 1: Borrower Informatlon. This saction asks abour your parsonal infommiation and your incoms fram O Single-Cosing O Two-Clasing ettt
amployment and other sources, such as ratirsmant, that you want considarsd to qualfy for this lan. Constructionfimprovement Costs § = I . Mo
Lat Acguired Date. I eyl |
(O lam 2pplying for individual cra Original Cost of Lot § - P ——" - —
O 1 am z2pplying for joint cradit. T K — Uniform I Loan App C Sheet
Each Besmower intends to apply W (FIsL Mo, LOSt Sutme) S0 Seurtty Number - - ProjectTypa [ClCondominium  ClCoa
i iniinlinosiibnle. - | foringlvicken! Faapgyer it hon Numex) Usathi i Appiicet
Marizal 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 ) )
8373"::& Ages_ —_ CrMon-Parmanent Restgan! i to the Property Will be Held in Wht Nan
*Singie, Divarced, Widowed, Cvil Un () Iam spplying for Individual credit List Maimsays| af Orthar B orrowssn;s) Appdying for this Loz
Reciprocal Beneficiary Relationshir anohira frad st of Booimaaars: It Mk St N N . - .
W o IE:: e loint - Tot=im o - it Lt Demog raphlc Information Addendum. This section asks about your ethnidty, sex, and race.
Tl Irass
Street Martts  Tobecompleted by the Lander:
iy CMgn  \endarLozn NoUniversal Laan idsetifer frepesomarel Demographic Information of Borrower
How Long at Current Address? . O'Sam 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 for 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
HowLang at Former Addess? __ - Straat 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 “Unmamiad”in Section 1 and theinform Instruthnns:\‘o_u may sele_ctune or nwre‘l-iispanicurLalinu'urigirsand one or mare designations for "Race” If you do not wish to provide
Gy WatT necessary to determine haw State property laws directly or indirectly affecting creditworthiness apply, induding ensw  50me or all of this information, select the applicable check box.
Military Servicae - Did you for Sirgat
FFYES, check all that apply: cun Cry_  Forexample, the Lender may use the Unmarried Addendum when the Borrower resides in a State that recogniizes civil Em"_":"_ ) E"‘e . ) .
DOCun goeyyy  Parinerships, or registered reciprocal beneficiary relationships or when the property is located in such a State. “State”n O Bspanl.cor Lat'aj : O Ame_nca_n IJ':":" or Alasks Native - Enter name of envolled
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:
TTES, | If YES, indicate the type of relationship and the State in which the relationship was formed. For examp T Examples: Hmong, Laotian, Thai, Pakistani, Cambodian, etc.

Employer or Business Nama ____

Y

«ivil union, domestic partnership, registered reciprocal beneficiary relationship, or other relationship recognized
ourrently reside or where the property is located.

(OCivil Union O Domestic Partnarship () Registered Reciprocal Baneficiary Relationship 2 Other (explain) _

fud Stater_ =

O Mot Hispanic or Latino
O | do not wish to provide this information

Sex
[ Femala
O Male

[ Black or African American

[ Mative Hawaiian or Other Pacific lslander
[ Wative Hawaiian [ Guamanian or Chamorro
L Other Pacific Islander - Enter race:

[ samecan

Examples: Fijiam, Tongan, etc.

How long in this line of work? ___ O | do mat wish to provide this information O White
[ICheck if you are the Business (  Addros: — e [0 | do nat wish to provide this information
Ownar or SalfEmployed (o smt__x lmp Dt 8
Borau - |
F TRI& Nk IT this aAppies I imion & i ToBeG d by Financial Ins (for application taken in person):
T [T ; el T s .
— progerty sy, resl state sgere, o other I;:"m | 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
Owmnar or SeH-Emplayed (2 v an ownership share of 5% ormoR. § TOTAL & A

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

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
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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:

Review and Calculate Base Income 8 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?

v\‘.‘/v
Review and Calculate Base Income 10 Genworth 7/'\T®
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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

Review and Calculate Base Income

1 Genworth= ,\-;1



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 employmr = seif Employed

Xy

12 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.

Xy,
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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 Personne 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
$ Weekly Bonus [ Yes [¥ No
12B. Gross Earnings Base Pay ? 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 Pa $ $ $ Hazard $
il ‘ 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 scheduled for shut down June 2018

v\‘.‘/v
Review and Calculate Base Income 14 Genworth 7/.3@
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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)

Ny,
Review and Calculate Base Income 15 Genworth 7/'\7®
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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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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?

Ny,
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Examining W-2s

e f1le

I a Employee's social secunty number This information 1s being fumished 1o the Intemnal Revenue Service. If you
XXX-50-1234 OMB No. 1545.0008 10 i 1 you i i income s txatle an you fal i repot
b Employer identification number (EIN) T Wages, tips, other compensation I 7 Federal income tax withheld
27-1234567 5000.00 426.55
¢ Employers name, address, and ZIP code 3 Social security wages 1 Social security tax withheld
Always Watching Security 310.00 5000.00
. 5 Medicare wages and Ups I § Medicare tax withheld
2 Corporate Drive 72 50
Dallas TX 75432 T Social securlly Ups [T Alocated tps
d Control number § Verification code I 7 Dependent care benefils
¢ Employee’s first name and inibal [ast name Sulf.| 11 Nonqualified plans 122 See Instructions for box 12
John Homeowner e
. - employes plan sick pay ¢
7 Galloping Hill Road — OO I
14
Dallas  TX 75432 i e
i7d
f Employee’s address and ZIP code :
15 swme  Employers state 1D number Iﬁ State wages, tips, elc. | 17 Stale income tax I 18 Local wages, tips, etc. Local income lax I 20 Locality name

Department of the Treasury—Internal Revenue Service

Wage and Tax
Form W-2 Statement 20 1 7 f:.?f, ac;ume. @
Copy C—For EMPLOYEE'S RECORDS (See Notice to -

Employee on the back of Copy B.)

4
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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

Ny,
Review and Calculate Base Income 19 Genworth 7/'\7®
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Verbal VOE (VVOE)

Fr/t;ddieMac Form 90

Verbal Verification of Employment

Borrower name:

name:

Ei

contact:

-
Ei

Employer contact title:

Phone number:

Third party source used to obtain the phone number:

B r's curent employ status:

Additional information (If applicable):

Verified by: Date:

Title:

Company:

Fraddie Mac S ngia-Fami ty Sattar/Sur vicar Guita Bulletin 2016-23
Rev. 10/27/16 and 12/15/16, eff. 07/06/17 Page FI0-1

http://freddiemac.com/learn

4
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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

\ YA
Review and Calculate Base Income 21 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!

Xy,
Review and Calculate Base Income 22 GenWOI‘t 7/'\7®
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Fannie Mae Guidelines

4506-T

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

— 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 Request for Transcript of Tax Return Form
4506-T (02/28/2017)

\ YA
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Fannie Mae Selling Guide

. Fannie Mae

Single-Family ¥ Originating & Underwriting

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

Pricing & Execution Delivering Servicing Training Technology

Selling Guide
Published December 19, 2017

> Guide Table of Contents

Search guide confent Q

BACK TO PART B >

B3-3.1-01: General Income Information (7/25/2017)

K

This topic contains information on employment income, including:
Stable and Predictable Income 2

Variable Income 2

Continuity of Income 2»

Determining the Need for Federal Income Tax Returns 2
Verification of Income for Non-U.S. Citizen Borrowers »

Using Nontaxable Income to Adjust the Borrower’s Gross Income 2

Reduced Income Documentation Requirements for DU Refi Plus and Refi Plus Mortgage Loans 2

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.

Fxamnles nf less nredictahle incame saurces include commissinns _hanuses sihstantial amaounts af

Review and Calculate Base Income
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Freddie Mac’s LPA Documentation Matrix

Loan Product Advisor® Documentation Matrix

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 Fredlde
Mac Single-Family Seller/Servicer Guide (Guide). We recommend bookmarking the Guide link (Fredd

Freddie Mac

Loan Product Advisor® Documentation Matrix

FreddieMac

Mac Guide URL page) for easy access to AllRegs.

INCOME AND EMPLOYMENT DOCUMENTATION |

Table of Contents I

Income and Employment Documentation
= General Reguirements

The I

werification,

qualification of the bormower and deter

lculation and determination of the stable monthly income amount is integral to the overall
ination of the b s ity to repay the Mortgage and other monthly

obligations. Refer to Guide Topic 5300 for complete requirements and guidance for the analysis, stability, history,
continuance and documentation for all stable monthly income and asset qualification sources.

= General Reguirements for Documentation Used to Verfy Employment and Income

Topic

Documentation Requirements (Streamlined and Standard Documentation Levels)

= Employed Income

Primary Employment

Secondary Employment

Additional Employed Income

Military Income

Employment and income commencing after the Note Date
= Self-Employed Income

= Other Income

o0 o0 o0 o0

Asset Documentation
Credit and Liabilities

General Underwriting Requirements

General requirements
for stable monthly
income

(Guide Section 5301.1)

Stable monthly income is the bormrower's verified gross menthly 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.

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 gualification requirements and must
meet the requirements of Topic 5300. Income qualification sources that do not meet these
reguirements 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.

Refer to Guide Section 5301.1 for more requirements and guidance on:

= Analysis of stable monthly income amount

®  General requirements for all stable monthly income

®=  Income stability and history

" Income conti

Verification Requirements

Requirements for Resubmission to Loan Product Advisor

Requirements for Resubmission to Loan Product Advisor After the Note Date
Additional Resources:

Reminders for Loan Product Advisor Resubmissions after the Note Date
Understanding Loan Product Advisor's Determination of Reserve Requirements

Understanding Loan Product Advisor's Determination of Total Funds to Be \Verified
Understanding Loan Product Advisor's Determination of Total Monthly Debt for Conventional Loans

MNote: Historically, vertical revision bars * |* are used in the margin of this quick reference to highlight new requirements and signifi

General requirements | Employed income documentation and verification requirements
mﬁm = YTD Paystubs
= = W-2 Forms
;mm ok - Written VOEs
(Guide Chapter 5302) - Tep—day Pre—CI_using Veriﬁc?ﬁun [1CI_-da11|r PCV)
= Third-party Verification Service Providers
Tax return requirements
= Signed tax returns (and altermatives to signatures)
= IRS Transcripts
= Unreimbursed employee expenses
Employed income Employed income calculation guidance and requirements
calculation guidance For all income, the Seller must determine how the borrower is paid in order to accurately
and requirements analyze and calculate the stable monthly income used for qualifying. The doct ion in the
(Guide Section 5303.4) Mortgage file must support the Sellers income analysis and calculation. If the documentation

does not support the income used for qualifying purposes, further analysis is required and
additional documentation may be necessary to support the stability of the income and the
amount of income used to qualify.

= For the calculation of base non-fluctuating employment eamings, refer to Section 5303 4(a)
=  For the calculati ing employment eamings, refer to Guide Section 5303.4(b)

changes, however due to the many revisions and updates for income/employment and assets, we recommend you review the
document in its entirsty.

September 2017

www_FreddieMac._com/leam/
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Genworth Underwriting Guidelines

N2 \. 800444.5664 | | O

Genworths, & o o

( Search Q) @ MANAGE Mi

® VIEW ACCOUNT

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

Let's help somed View Underwriting Guides Genworth Mortgage Insurance
Access Regulatory Resources
About Contract Services UW
Get UW Tips & Policies
The drt’dﬂl Ol NUIVIERVYNERSHIP.
It's alive and well with

MORTGAGE INSURANCE.

Underwriting Rate JExpress LOS

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

KNOW MORE »

We'll meet
you in your LOS.

Find a rate.
Share the results.

GET AQUOTE NOW » L SGO»
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Genworth Rate Express®

\. 800444.5664 | | O

@ ORDER MI
(Search Q) @ MANAGE MI

® VIEW ACCOUNT

Xty
Genworth 3 .

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

Get A Quote - Rate puy a house today.
Express

Genworth Mortgage Insurance

View Rate Cards
Explore MI

Products 7of HOMEOWNERSHIP.
Learn About MI .
1d well with

Understand Your

Master Policy GE INSURANCE.

Compare MI & FHA

Underwriting Rate JExpress LOS

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

KNOW MORE »

We'll meet
you in your LOS.

Find a rate.
Share the results.

S GO »

GET AQUOTE NOW »
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LOS Connections

X 8004445664 | 2 | O

@ ORDER MI
(Search Q) @ MANAGE MI

® VIEW ACCOUNT

Xty
Genworth 3 .

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

Let's help someone buy a house today. , Submit on our Site Genworth Mortgage Insurance
Submit with your LOS

Use Optimal Blue & Doc
Delivery

The dream Of HOMEOWNI A::e_s.s P.aper
It's alive and well with Applications
MORTGAGE INSURANCE.

Underwriting Rate JExpress

Technology. Innovation. Find a rate.

We're changing the way Share the resulits.
the Ml industry approaches
underwriting. GET AQUOTE NOW. 2

KNOW MORE »

We'll meet
you in your LOS.

LET'S GO »

Review and Calculate Base Income 28 GenWOFth

Xy
TS



Training Tools and Information

800 444.5664 LOGINTO:
Genworth 3 (‘ = = [ _

( Search Q) @ MANAGE Mi

® VIEW ACCOUNT

GENWORTH TOOLKIT

LOS & CONNECTIONS | TRAINING

| UNDERWRITING & GUIDES

MI & RATES |

Let's help someone buy a house today. Genworth Mo| Browse Course
Catalog
View Live WEhinar,
Calendar
The drearm’ of HOMEOWNERSHIP. aolr-Employed
It's alive and well with Calculators
MORTGAGE INSURANCE. Get to Know Our
Learn About That
Und i Rate JE MI Guy
IEEIWEIVIDS aLe XpPIGSs Get Answers to
FAOS

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

KNOW

We'll meet
you in your LOS.

Find a rate.
Share the results.

QUOTE NOW » S GO »

MORE »
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Training Tools and Information

Course Catalog ( tomc

v ‘ Search Training Courses Q \

Genworth offers a comprehensive suite of training opportunities to boost your know-how, benefit your bottom line and ultimately best serve your borrowers.
With more than 90 courses in our catalog, our team is here to help you stay up-to-date on the mortgage industry and regulatory environment. Classes are all
offered at no cost to you.

WNLOAD

FULL

COURSE

Browse by Topic

CATALOG

Mortgage Industry Professional . E:m:
Skills Development Skills That Mi Guy Tutorials
PDF
Browse by Role
ortgage CALENDAR
N Loan Officer Loan Processor Underwriter
Professional

Featured Courses | gaf-Employed Borrower Tools )

We offer a valuable collection of downloadable calculators and reference guides to help you with calculating and analyzing the average monthly income of self-

&@ employed borrowers. They provide suggested guidance only and do not replace Fannie Mae or 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.

Self-Employed

Borrower Tools

—

Q000

Fannie Mae Form 1084 Calculator (2015-

2016)
Caleuite cosh flow analysis © hielpyou complete Fannie
Mae form 1084. UPDATED

Rental Income Calculator (2015-2016)

Assists in calculating rental income from IRS form 1040
ScheduleE. UPDATED

Fannie Mae Rental Guide (Calculator
1037)

Use this worksneet to calcuiace qulfying rental income for
Fannie Mas Form 1037 (Principal Residence, 2 to 4-unit
Property)

Fannie Mae Comparative Analysis Guide
(Form 1088)

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

Review and Calculate Base Income

Freddie Mac Form 91 Calculator (2015-
2016)

Quick reference guide and income analysis for Freddie Mac
Form 91 UPDATE

Quick Ratio - Liquidity Calculator (2015-
2016)

Calculate an organization's liquidity against current liabilites.
UPDATED

Fannie Mae Rental Guide (Calculator
8!

1038)

Worksneet for calculating qualiying rental income for Fannie
ae Form 1038 (Incividual Rental Income from Investment

Property)

Schedule Analysis Method (SAM)
Calculator (2015-2016)

Calculate qualitying income from tax returrs.  UPDATED

Current Ratio - Liquidity Calculator
(2015-2016)

Callculate working capital liquidity against current liabilities.
UPDATED

Fannie Mae Rental Guide (Calculator
1039)

Calculate qualifying rental income for Fannie Mae Form 1039
Income from P

30

Income Calculation Tools
and Reference Guides
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Additional MI Site Information

Self-Employed Borrower Tools '

Valuable income calculation tools and reference guides for calculating self-
We Know 1 employed borrower income.
Genworth's
Rate Express® First-Time p— = r
Chat Homeb uyer Fannie Mae Form 1084 Calculator  Freddie Mac Form 91 Calculator  Schedule Analysis Methaed (SAM)
(2015-2016) (2015-2016) Calculator (2015-2016)
Training Market Report
1]
@ Homebuyer Report .
Y P Getit on our blog' Rental Income Calculator (2015-
2016)

Homebuyer
ucation

Help first-time homebuyers

prepare for the
homebuying process.
Your no-fee resource!

Master Policy Agreement Genworth Ml Community u Find My Sales Representative

Partner with us. A master policy agreement is the first step to
submitting Ml loans to Genworth.

ZIP Code | 23114

Genworth Ml @GenworthMI

Did you know our NEW website visually
tracks every part of the MI application
process? Learn more: ow.ly/AN9L30g7uK1
via @MktsInsider

GET STARTED

Contract Services Agreement

Offset fixed underwriting costs as you adjust to the latest
industry demands! Request a contract services underwriting
agreement.

New Genworth Mortgage Insurance Websi...
RICHMOND, Va., Oct. 18, 2017 /PRNewswire/ -
- Genworth Morigage Insurance, an operating

markels. businessinsider. com

STAY CONNECTED

Jean Carmichael
Inside Sales Representative

L 91928464543

B Jean Carmichael@gerworth com

GET STARTED

Y

Mike Haboush
Regional Vice President
71194
: Habaush@genworth.com
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Your Genworth Resources

> ActionCenter®: 800 444.5664

» Your Local Genworth
Regional Underwriter

» Your Genworth Sales
Representative

Review and Calculate Base Income 32
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Legal Disclaimer

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

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

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

Loan Product Advisor®, Home Possible®, Home Possible Advantage®, Loan Collateral Advisor® and Home Value Explorer® (HVE®) are registered trademarks of
Freddie Mac

ActionCenter®, Homebuyer Privileges® 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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