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Agenda

What we will cover
— General Income Requirements
— Documentation Requirements
— Fannie Mae
— Freddie Mac
— Genworth Website
— Helpful tools

We Are Covering Conventional Guidelines Only In

Today’s Session
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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?

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?

See Fannie Mae Seller Guide or The Freddie Mac Seller/Servicer Guide for more information
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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

https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-
Underwriting-Borrowers/

Use Of Declining Income Is A Common Income

Calculation Error
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https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/

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

Ny,
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Resources

To access the Fannie Mae Selling Guide:
—Goto
— 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:
—Goto

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

— Loan Product Advisor Documentation Matrix (Updated August 2020)

— Chapter 5301.1 of Seller/Servicer Guide for Stable monthly income and asset
gualification for Freddie Mac
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Documenting Employment and Income
Two Year History is Required on the 1003/URLA for all applicants

1b. Current Employment/Self Employment and Income [0 Does not apply
= = e Phone ( ) ~ Gross Monthly Income
Address -~ 3 —
City State___xlzip_ [ Ovestime & /month
Bonus S /month
el o eifr::tl:yedb fam.tya m e oo
am ya
Start Date . (mmiyyyyl property seller, real estate agent, or other .
How long in this line of work? Years Months party to the transaction. Entiiements S____ /month
Other /month
OCheck if you are the Business O have an ownership share of less than 25%.  Monthly Income (or Loss) ) s
Owner or Self-Employed O1 have an ownership share of 25% ormore.  § TOTAL. 5 ‘monih

For Freddie Mac, For A Borrower Who Experienced Recent Employment Gaps
(e.g. 30 Days), Although A Letter Of Explanation Is Not Required, The Seller

Remains Responsible For Establishing The Employment Is Stable, Which May
Require Analysis Of Recent Employment Gaps; Guide Section 5303.2(a)(i)
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Documenting Employment and Income

1b. Current Employment/Self Employment and Income [0 Does not apply \

Employer or Business Name Phone ( ) - Grom y Ieveioamin

Address Base S /month

City State _-d Zp____ Overtime S____ /month
Bonus S /month

Position orTitle S\ledt if this m “:pplies. Commission $ /month

V- am employed by a mamber,

Tt Dute ! ¢ 4 property seller, real estate agent, or other ;

How long in this line of work? Years Months party to the transaction. Entitiements S______/month
Other S /month

Dcheck if you are the Business O have an ownership share of less than 25%.  Monthly Income (or Loss)

Owner or Self-Employed Q1 have an ownership share of 25% ormore.  § TOTAL 5 /month

p——

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

« Alimony « Child Support -Interest and Dividends  + Mortgage Differantial « Royalty Payments - Unemployment
« Automobile Allowance . Disability - Notes Receivable Payments « Separate Maintenance Benefits
« Boarder Income «Foster Care « Public Assistance « Ratirement « Social Security - VA Compensation
« Capital Gains « Housing or Parsonage -Mortgage Credit Certificate (2.9, Pension, IRA) « Trust «Other
NOTE: ReveaN child support, separate maintenance, or other income ONLY IF you want it considered in determining your gualification
for this loan.
Income Source - use list above Monthly Income
| $
| S

Break Out Income Type For Proper AUS Results
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mm‘l’ Request for Transcript of Tax Return

e 20°% » Do not sign this form uniess all applicable lines have been completad. OMS Mo, 15459872
O r m t e » Request may be rejected if the form is incomplete or illegible.
- oot~ Y 4506~
il s Sondcn » For more information sbout Form 45061, visit waww.irs gov/form4508e.

Tip. Use Form 4506-T 1o order 2 or other retumn #ee of charge. See the product st below. You can quickly request franscrpts by using
our asomated saif-haip service tools. Please vist us at IRS gov and click on “Get a Tax Transcnpt. " under “Tools” or call 1-800-308-9546. ¥ you need 2 copy
of your metum, use Farm 4506, Request for Copy of Tax Return. Thera = 2 fee to 0ot 2 copy of your retum.

fa Name shown on tax retum. If 2 joint retum, enter the name 1o First social _:“
shown first. -*-#_ﬂ--d.h-

2a If a jont retum, enter spouse’s rame shown on tax return. 25 Second social
mm‘mum

3 Cument rerme, sddress (InCAUGng SpL, 100, or sulte 10|, City, Siaie, ana 2P code [see nstuchons)

@ Previous address shown on the ==t return fies 7 different from Ine 3 [see nstrochons]

B Cusiormer fike rumiber 11 : 2= rmtractore

Note: Effective Juy 2019, the IRS will mail tax anscript requests ondy 1o your addness of record. See What's New urder Future Developments on
Page 2 for additona information.

6  Transcript requested. Enter the tax form number here (1040, 1085, 1120, etc.} and check the appropriate box below. Enter only one tax form
rumber per request P

a Mm‘l’mm-ﬁmmdhhmdamMBM‘MEAMMWMMW

1o the account after the retum is are onfy for the ing retums: Form 1040 seres,

Fumwﬁ.ﬁam!120.F¢m‘IIMchn20—M.F¢m11Mdﬁmlmmma“hmwm
mmmmnwa g years. Most will be within 10 days

b A T on the fnancial status of the account. such as payments made on the account, peraity
mmmmmpanmnnmmummambmmamﬂ

oy Accourt for most retums. Most requesis will be processed within 10 business days

© Record of Account, which pravides the most detailed inf ion as it is a x nmnrmmmw
Transcript. Available for current year and 3 prior tax years. Most requests will be processed within 10 business days

7 demmsmmmmmmuuh-mhnm any-mnudy-ﬂ-
Most will be days _

co o

after June 15th. There are no prior year
8 mw&mmmmmuummawm-Smmammm&m
mmm«mm;mmmnmw:mmmmuunmm
transcript information for up o 10 years. indormation for the current year is generally rot avaiable until the yeor after it i fled with the IRS. For
examnple, W-2 information for 2018, fied in 2017, will Gkely not be available from the IRS until 2012 If you need W-2 information for refiremernt
purposes, you should contact the Sociad Security Administration at 1-800-772-1213. Most requests will be processed within 10 busnessdays .~ [ ]
Caution: f you need a copy of Form W-2 or Farm 1099, you should first contact the payer. To get a copy of the Form W-2 or Farm 1098 fled
with your retumn, you must use Form 4508 and request a copy of your return, which includes af attachments

9  Year or period requested. Enter the ending date of the year or period, wsing the mm/dd/iyyyy format. #f you are requesting mone than four
years or periods, you must attach another Form 4506-T. For requests relafing o Guarterly tax retumns, such 2 Form 941, you must enter
each Quarter or tax period separately

/ / | ! | / | Y] /

‘Caution: Co not sign this form uniess all appiicable ines have been completed.

Signature of taxpayer{s). | declare that | am ether the taxpayer whose rame = shown on line 12 or 22 or 2 person authorired to cbtan the tax

mmmnnm*m-mm-nmnmm-mlwqammlmum

pariner, ardian, tax mafters partner, frusiee. or parfy other than the tagpayer. |
m&mummmqumMMTdenwunnnhmmnmbyns-mlzumdm
sgrature date.

_| Signatory attests that he/she has read the attestation ciause and upon so reading declares that he/she Prone rumber of taxgayer on ine

has the authority to sign the Form 4506-T. See rstructions. lacr2a

l

’ Signature a0 inmnctons) B

o

Sign ’
Here Tithe if @00 12 30 & 3 COPOMNON, RFMErshIp, estate, of rust)
l
’ Spouse’s signature Duts
WWW.irs.gov For Privacy Act and Paperwork Reduction Act Notics, see pege 2 peyo— o 4506 T e 2

A
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IRS Form 4506-t

The IRS Form 4506-T

—IRS document used to retrieve past federal tax return transcripts, 1065, 1120S,
1120, or W-2 and 1099 transcripts that are on file with the IRS.

— Gives permission for a third party to retrieve the taxpayer’s data.
— Each applicant must sign a separate form regardless of the income source.
—The form is valid for 120 days once signed

— 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 A Blank 4506-t Form Lenders Must

— Fill in 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

— Date the form with the date on which the borrower signs the form (or ascertain
that date the borrower signed)

WWW.irs.gov

Ny,
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Fannie Mae

Updates, Policies

o
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Fannie Mae Website

Homeowners & Renters Hesearch & Insights Newsoom

SINGLE FAMILY Originating & Underwriting  Pricing & Execution  Delivering & g Learnin p noiogy  News &

S
«
-

oo originating & Underwriting Search Originating & Underwriti...

= 2 Innovation starts here
Solutions that help meet tomorrow’s mostgage needs today e Selling Guide

With industry leading mortgage technologies, we enable lenders to successfully originate and

underwrite loans with speed and efficiency. Our products are designed to: Dy
Eo L opeeed ¥ ik Lty X2  Mortgage Products

* Help grow your business and support your borrower's needs
» Deliver speedy and efficient underwriting recommendations intuitivety aligned to your )

process and lcan origination systems ) Help & Training
¢ Provide comprehensive credit risk assessment with fewer touchpoints and

corresponding financial and operational impacts

_ _
. . . . @8] Technology Solutions
Lenders also can receive freedom from certain representations and warranties and help .

redhuce manual nracesses and cuele times thragsh Dav 1 Cotdamty

https://singlefamily.fanniemae.com/originating-underwriting

v\"‘/'
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https://singlefamily.fanniemae.com/originating-underwriting

Fannie Mae Job Aids/FAQs

Explore training and resources

General Underwriting & Selling Guide

Job Aids & Guides

Frequently Asked
Questions

Selling Guide Up
Online Learning

Getting Started

Appraisaland Pn

Project Insurancy
Project Standard

. . Other Resources
Uniform Apprais
Uniform Closing
UCD Collection §
Uniform Collate

Uniform Mortgage D

Uniform Residential Loan Application (URLA/Form 1003)

Top Lender Questions

Borrower Income Verification Policies

Rural Appraisal Challenges

Assessing Income from Self-Employment

Condo Project Standards Trainings

Implementing Day 1 Certainty

Form 1003 | Implementing the New DU Spec MISMO v3.4 - Section 1a
Qualifying the Borrower Video Series

Asset Validation for a Better Borrower Experience (DVS)

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 order to see page)
HUD Review Approval Process (HRAP)

https://singlefamily.fanniemae.com/learning-center/originating-and-underwriting

BetidiagrigameooreUnderwriting Errors

A
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https://singlefamily.fanniemae.com/learning-center/originating-and-underwriting

Fannie Mae Top Trending Questions

Home / FAQ: Top Trending Selling FAQs

FAQ: Top Trending Selling FAQs

Have questions?

Get answers to all of your guide and policy

Get answers to frequently asked uestions, updated
guestions straight from the source.

quarterly

These are the top trending underwriting and eligibility questions customers have asked us. Visit Ask Poli »
Visit Ask Poli® to see trending content, find more answers, filter content by topic, and view
recently added questions.

FAQs updated June 22,2020

Topics

Asset Assessment > General

Income Assessment = Employment

Income Assessment = Other Sources

Income Assessment > Self-Employment

Liability Assessment = Monthly Debt Obligations

Loan Application = Documentation

https://singlefamily.fanniemae.com/fag-top-trending-selling-fags

Ny,
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Fannie Mae COVID-19 Updates

Fannie Mae LL2020-03 updated from original issuance.

i @) Fannie Mae

Lender Letter(LL-2020-03) Ut g, 37,2000
Pagijens
To: All Fannie Mae Single-Family Sellers :5:5%
Impact of COVID-19 on Originations Mo 14, 3030
W arw actiomy - A OO the Unitad Staten
about o i lze mrige Dur atitty to contizue t sene oor customen
1.3 top prioray
Tha purpose of thix Lancer Latier u &2 adsrec: & sumber ot v raned is

Wy e are warkieg ciouely wits Frecde Mac under the puedarce 3f FFA b offer
mmummmumhwnnwumm-m

e arw 1ubeasing indsemation bo our tustemars s guackly a3 posaibile endd will spdale and O Lande:
Latier 24 naw guidance Secemes available.
Upetatas to Londer Latser o Jum. 11, 2000, Jul 3, 2020, dug 37, 2020

¢ Zimcsoulallaciusluly evtanding the apphcation dates hir these taeparsry policion 10 Jul 32, 2020 UNLATID
Sl % mummﬁn—-numwmnn g 57, 3604 o mrdend appikcation deter 1o Sep. 30,

3030 So¢ 7 S vt urtd hurtar soticn bof several cther vaurenents
Vot that me st wpdated oo LOND- L8 A0, Oeibeg o0 L 2030t o 2t
ord f e 5 Bourty, d i dunng the pandernic.
Addition 1= Lender Latter oo May 28, 2030
Secemam S somsen uusast e Rg DA Dinme b il temporary regung sddbianal
L Hezgime et 3l k Incomme meets Sur reguIeTenS)
Additiars to Lander Lather oo May 19, 2020
1 uts B o outs e rrvesls fur o
BOTOWS 10 THTT 3 rewm o L 2 property

*  Aggtisoslizasiy provaing bnes ts COVIC- 19 ressuices, Wk ot 9rioc seling ang sersciag lander etters o8 FAQu
Upcates 2o Lamder Latter on ey § 2230, updtated Jun 11, J520 Sl @ 3023 Auy 17,2008

»  Extens ot Tate oet dates for thate Semmpocaty paicies 4o Jer. 30, 2000 (Thes cootent
‘wasrermoces |
*  Unsnoirment tenelit s sualbong incone: 3 that banefits vy Do Lt as
ey @ saaacel smgley
*  DymeagDed bommwery clatfying that the iscame of s Rrtgughes Dorromer 5 ot sgiie Lader Our Samparnry lerve
oo policy
¢ Lomdemet e St U a0 Sansy Lo y

threugh the mu-narn e 11 pmud ml'iuummm
muwnbu‘ m, am-c—ommunmmm

200 enve Mas LLZNSES Pegelolid
- &

https://singlefamily.fanniemae.com/media/22316/display
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Fannie Mae Lender Letter 2020-03

Continuity of Income*: Effective March 23, 2020 to September 30, 2020

—Verbal VOE

*Lenders may obtain a written VOE confirming the borrower’s current
employment status within the same timeframe as the verbal VOE
requirements.

« An email directly from the employer’s work email address that identifies the
name and title of the verifier and the borrower’s name and current employment
status may be used in lieu of a verbal VOE. In addition, the lender may obtain
the VOE after loan closing, up to the time of loan delivery

« Paystubs: Lenders may obtain a year-to-date paystub from the pay period that
immediately precedes the note date.

* Bank Statements: The lender can provide bank statements (or other
alternative documentation as permitted by the Selling Guide (B3-4.2-01)
evidencing the payroll deposit from the pay period that immediately precedes
the note date.

*If employment has been validated by the DU validation service, the validation will remain eligible for representation and warranty relief on employment provided the lender
complies with the “close by” date in the DU message

N1y,
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Fannie Mae Lender Letter 2020-03

Effective for applications taken April 14 and until further notice
— Age of Documents

* For most income and asset documents age requirements is reduced from four
months to two months or 60 days from the note date. If an asset statement is
issued quarterly, lenders must obtain the most recently quarterly statement.

« Employment and income verification received directly from a third-party
verification vendor, the information in the vendor’s database cannot be more than
60 days old as of the note date.

* No change to age of documentation requirements for military income using and
LES, Social Security, retirement income, long-term disability, MCC, public
assistance, foster care or royalty payments.

« CTP Single Close transactions require income and asset documentation to be
dated within 60 days of the original closing

N1y,
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Fannie Mae Selling Guide General Income

B3-3.1-01, General Income Information (08/07/2019) A

L ] Expand 4 Share
Introduction
This topic contains information on employment income, including:

e Stable and Predictable Income
e Variable Income

* Continuity of Income

* Determining the Need for Federal Income Tax Returns

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

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

e Reduced Income Documentation Requirements for High LTV Refinance Loans

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.

A
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See B3-3.1-01, General Income Information (08/07/2019)

Fannie Mae Selling Guide Variable Income

Variable Income

Allincome 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.

Frequency of Payment: The lender must determine the frequency of the payment (weekly, biweekly, monthly, quarterly, or
annually) to arrive at an accurate calculation of the monthly income to be used in the trending analysis (see below). Examples:

* If a borroweris paid an annual bonus on March 31st of each year, the amount of the March bonus should be
divided by 12 to obtain an accurate calculation of the current monthly bonus amount. Note that dividing the
bonus received on March 31st by three months produces a much higher, inaccurate monthly average.

s If a borrower is paid overtime on a biweekly basis, the most recent paystub must be analyzed to determine that
both the current overtime earnings for the period and the year-to-date overtime earnings are consistent and, if
not, why. There are legitimate reasons why these amounts may be inconsistent yet still eligible for use as
qualifying income. For example, borrowers may have overtime income that is cyclical (transportation
employees who operate snow plows in winter, package delivery service workers who work longer hours
through the holidays). The lender must investigate the difference between current period overtime and year-
to-date earnings and document the analysis before using the income amount in the trending analysis.

N
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Fannie Mae Selling Guide

Trends of Income
— Verify trends of income before using to qualify for a mortgage
—Income used must be likely to continue

Income Trending: 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).

» [fthe trend in the amount of income is stable or increasing, the income amount should be averaged.

+ [fthe 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.

* [fthe 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.

See B3-3.1-01, General Income Information (08/07/2019)

v\‘.‘/v
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Documentation Base, Bonus Overtime

Verification of Base Pay, Bonus, and Overtime Income

The following table provides verification requirements for base pay, bonus, and overtime income:
v Verification of Base Pay, Bonus, and Overtime Income

A minimum history of two years of employment income is recommended. However, income that has been received
for a shorter period of time may be cansidered as acceptable income, as long as the borrower's employment
profile demonstrates that there are positive factors to reasonably offset the shorter income history.

Barrowers relying on overtime or bonus income for qualifying purposes must have a history of no less than 12
months to be considered stable.

Base Pay (Salary and Hourly):
Obtain the following documents:

* acompleted Request for Verification of Employment (Eotm 1005 or Foom 1005(5)), of
« the borrower’s recent paystub and IRS W-2 forms covering the most recent two-year period.

A verbal VOE is required from each employer. See B3-3,1-07, Verbal Verification of Employmeat, for specific

irements.
Bonus or Overtime: requl

Obtain the following documents: See B2.3.1-02, Standards for Employment Documentation, for additional information about verifying emptoyment

income.
* acompleted Form 1005 or Form 1005(S), or

« the borrower's recent paystub and IRS W-2 forms covering the most recent two-year period.

See 03-3.1-01, General Income Infoemation, for additional information on calculating variabie income {applies to
hourly paid employees with fluctuating hours and bonus and overtime).

I the borrower has recently changed positions with his or her employer, determine the effect of the change on the
borrower’s eligibility and opportunity to receive bonus ar overtime pay in the future,

If a borrower who has historically been employed on a part-time basis indicates that he ar she will now be working
full-time, obtain written confirmation from the borrower’s employer.

M
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Commission Income

Verification of Commission Income B3-3.1-04, Commission Income (12/04/2018)

The following table provides verification requirements for commission income.
v Verification of Commission Income

A minimum history of 2 years of commission income is recommended; however, commission income that has been

received for 12 to 24 months may be considered as acceptable income, as long as there are positive factors to
reasonably offset the shorter income history.

One of the following must be obtained to document commission income:

* acompleted Request for Verification of Employment (Form 1005 or Form 1005(S)), or

» the borrower’s recent paystub and IRS W-2 forms covering the most recent two-year period.

Averbal VOE is required from each employer. See B3-3.1-07, Verbal Verification of Employment, for specific
requirements.

See B3-3.1-01, General Income Information, for additional information about calculating variable income.

See B3-3.1-02, Standards for Employment Documentation, for additional information about verifying employment
income.

Ny
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Documentation Provided by the Borrower

Employment Documentation Provided by the Borrower

Calculating Income

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(S)) (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.

22 Genwort
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Fannie Mae Selling Guide

Highlights

— Core principles of prudent underwriting should be be followed when considering

income for qualifying purposes
» Source, amount, history of receipt and likelihood of continued receipt

—Income that does not have a defined expiration date (long term disability, interest
and dividend income and social security retirement income) no longer requires
documentation of three-year continuance (see Chart on next slide)

—Income that DOES have an expiration date, lenders must document a three-year
continuance (see Fannie Mae Seller Guide and Chart on next slide)

g b
Genworth 3 Z.
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https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/

Fannie Mae Selling Guide

Continuance of Income

See B3-3.1-01, General Income Information (08/07/2019)

Calculating Income

Expiration 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

* corporate retirement or pension

» disability income — long-term

o foster-care income

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

= military income

* mortgage credit certificates

= part-time job, second job, or seasonal income
« rental income

¢ self-employment income

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

Defined Expiration Date*

Lender must document 3-year continuance

alimony or child support

distributions from a retirement account - for
example, 401{k}, IRA, SEP, Keogh

mortgage differential payments
notes recelvable

public assistance

royalty payment income

Social Security (not including retirement or long-
term disability)

trustincome

VA benefits (not including retirement or long-
term disability)

‘Because these income sources have a defined expiration date or allow the depletion of an asset, care must be taken when this
is the sole source or majority of qualifying income. Lenders must consider the borrower's continued capacity to repay the
mortgage loan when the income source expires or the distributions will deplete the asset prior to maturation of the morigage

loan.

N
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Documentation Fannie Mae Selling Guide

See COVID 19 temporary guidelines for self-employed
VVOE

Uerbal veriﬁcatiﬂn 'ﬂf Emplﬂ-y’ment B3-3.1-07, Verbal Verification of Employment {10/02/2018) I

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

v\\"/'
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Fannie Mae Selling Guide

B3-3.1-09, Other Sources of Income (10/02/2019)

Calculating Income

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

Tip Income
Trust Income

Unemployment Benefits Income

26
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Freddie Mac

Bulletins, Documentation and Rental Income Matrix

7,

A
Calculating Income 27 GenWOTth 7,’.‘\7..



Bulletins 2020-5, 2020-23, 2020-27 & 2020-35

The temporary flexibilities are effective immediately for all Mortgages in process and remain in
place for Mortgages with Applications Received on or before September 31, 2020.

Credit Underwriting:

— Employed Income — 10-day pre-closing verification (PCV), Sellers may obtain
one of the following in lieu of thel0 day PCV:

* An email directly from the employer’'s work email address that identifies the
name and title of the verifier and the Borrower’'s name and current employment
status or a

 Year-to-date (YTD) paystub from the pay period that immediately precedes the
Note date or

* An asset account statement evidencing the payroll deposit from the pay period
that immediately precedes the Note date

7,
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Bulletin 2020-08, 2020-23 and 2020-27

The temporary credit underwriting requirements below are effective for Mortgages with
Application Received Dates on or after April 14, 2020, and remain in place until further notice.

Credit Underwriting:
—All Income and Asset documentation must be dated no more than 60 days
prior to the Note Date, except

* If an asset account is reported on a quarterly basis, the most recent quarterly statement
must be obtained.

« Electronic income verifications obtained from 3 party verification service provider must
have information from the electronic data base dated no more than 60 days prior to the
Note Date

Ny,
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General Requirements For Freddie Mac

P
Freddle Mac PERSPECTIVES RESEARCH BLOG MEDIA ROOM ABOUT CAREERS v
We make home possible

~N
FreddieMac Home  WorkingwithUs  Tools &Learning ~ News &Insights  About{ Seller/Servicer Guide i% 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

Rd'd f H What can we help you find today?
or Ho

We're extending hel
facing financial hary

https://sf.freddiemac.com/

Ny,
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General Requirements For Freddie Mac

Guide Home  Seller/Servicer Relationship Selling Servicing

THE SINGLE-FAMILY SELLER/SERVICER GUIDE

Search the Guide

s Drxt

RRONSE THE BUDE RECEMT UULLETING FORMS & DOCUME

Series 5000 Qrigination and Underwriting

A e Series 5000 covers underwriting the Borrower and
determining the adequacy of the property -

Seller/Servicer Relationship securing the Mortgage.

This segment has content commeon 10 both Sellers ang Servicers and

includes general contract terms (Senes 1000 through 3000) Senes 200/

Gol

o 10PIC 5100 Determining Borrower Eligibility
Tople 5200 Credit Assessment
Tople 5300 Stable Monthly Income and Asset Qualification Sources
Topic 5400 Evaluation of Monthly Obligations
Topic 5500 Assels
Topic 5600 Property Eligibility and Appraisal Requirements
Topic 5700 Property
Topic 5800 Uniform Closing Dataset

Toplc 5900 Automated Income and Asset Assessment with Loan Product Advisor
-

Ny
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General Requirements For Freddie Mac

Guide Home / Selling / Series 5000: Origination and Underwriting / Topic 5300: Stable Monthly Income and Asset Qualification Sources
Topie 5300 Stable Monthly Income and Asset Qualification Sources

Chapter 5301 General Requirements for All Stable Monthly Income and Asset Qualification Sources
Chapter 5302 General Requirements for Documentation Used to Verify Employment and Income
Chapter 5303 Employed Income

Chapter 5304 Self-Employed Income

Chapter 5305 Other Income

Chapter 5306 Rental Income

Chapter 5307 Asset Qualification Sources

Ny
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General Requirements For Freddie Mac

cheprer 5301 General Requirements for All Stable Monthly Income and Asset Qualification
Sources

(N1 hiv i

53011 G | requir ts for all y

53012  General requirements for all stable monthly asset qualification sources

53013 Note Date references

(a) Analysis of stable monthly income amount

The analysis, verification, calculation and determination of the stable monthly income amount is integral to the
overall qualification of the Borrower and determination of the Borrower's capacity to repay the Mortgage and other
monthly obligations.

Topic 5300 provides requirements and guidance for the determination of stable monthly income. The Seller must
determine when additional analysis and documentation is needed to support the determination of stable and
consistent monthly income.

Ny,
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Income Continuance Requirements

(d) Continuance

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 Borr: Continuance of income See COVID 19 temporary gUidelineS BU”etin 2020_05

information or documentation that contradicts a reasonal
consistent receipt over at least the next three years. Given the current COVID-19 situation and its impact on the economy including Borrower employment and income,

Freddie Mac recommends that Sellers practice additional due diligence to ensure that accurate Borrower information

Continuance of income Is categorized as follows: is obtained and that the Borrower's ability to repay the Mortgage is not negatively impacted. During these uncertain

+ Income and earnings types typically without docume....

+ Income types with documentable continuance (Chart B)k

+ Income types that may or may not have documentable continuance, depending upon the source (e.g.,
government program. orivate insurer) and terms of the specific income tvoe (e.a.. retirement. lona-term

disability) (Chart
EE—

times, it is our goal to partner with our Sellers to help them ensure sustainable homeownership for the Borrower.

>

Chart A:
Income and earnings types typically without documentable continuance

For earnings and income types that typically do not have documentable continuance, the Seller is not required to
obtain documentation to verify income continuance, absent any knowledge or information that the income is no
longer being received or is likely to cease. However, when the Seller has knowledge or information that the
income may not be reasonably expected to continue, the Seller must conduct additional evaluation and/or obtain
documentation in order to determine if the income can be used. For example, if a Borrower has been receiving
additional employed income such as overtime or bonus, but the Seller has information or documentation
evidencing that the income is already discontinued or will be discontinued due to the completion of a project or
termination of a bonus program, the "likely to continue” requirement would not be met and the income cannot be
used for qualification purposes.

Ny,
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Freddie Mac Documentation Matrix

Documentation Matrix

— Assists in underwriting and
documenting loans for Freddie Mac

— Lenders may have overlays

— Check specific program
requirements
— Updated August 2020

Loan Product Advisor® Documentation

COVID-19 Resgonse Notcs.
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PP a—— T Trar——
rrarve Temsorary exsfom
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| Unbiiine nAuding ometing
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sgvicard changes

https://sf.freddiemac.com/content/ assets/resources/pdf/update/docmatrix.pdf
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Bulletin 2019-20 & 2020-1

-~
Freddie Mac

Freddie Mac Bulletin 2019-20

— Revisions to requirements for employed [EiEiEsis
income analysis and calculation

TO; Froddin Mac Sellors Octobar 2, 2019 | 20150

effective for loans with Settlement -

SUBJECT: SELLING UPDATES

Dates July 2, 2020 R p———

and or and underwriting

o0 - April 2, 2020

Extended mandatory effective date for income requirement updates announced in Bulletin 2019-20
Effective for Mortgages with Settlement Dates on and after July 2, 2020

As announced in the January 24, 2020 Single-Family News Center article, we are extending the effective date for the
revisions to our income requirements announced in Bulletin 2019-20 from Settlement Dates on and after April 2, 2020 to
Settlement Dates on and after July 2, 2020.

We are reviewing the feedback we have been receiving from our Sellers regarding these changes. If we make any
changes to the requirements published in Bulletin 2019-20, we will announce them in an upcoming Bulletin and provide
Sellers with enough time to implement the applicable revisions.

INCOME REQUIREMENTS

Guide imeacts: Sections 5301.1 and 5303.2 through 5303.4
Chhoie iy & 200 April 22, 2020 | 2020-13

Based on the feedback and quastions We receivew nvin vensis 1eywrun iy v €S 10 OUr income requirements
announced in Bulletin 2019-20, we are removing the requirement that, for hourly earnings to be considered non-
fluctuating, the documentation in the Mortgage file must support @ minimum of six months history of the Borrower
working the same number of hours with the same employer.

As a reminder, Guide Section 5301.1 requires that, for all stable income, including non-fluctuating employment
earnings, the Sefler must consider the length of history of the income and whether the eamings have been level and
consistent. As such, the Seller must review all required employment and Income documentation for consistency. As
part of this review, the Seller must ensure it is able to support that the Borrower’s income s stable in instances when
the Borrower with a short tenure at their current employer is qualified using income that is not consistent with income
received from previous employment.

All other changes to the income requirements announced in Bulletin 20139-20 continue to be effective for Mortgages
with Settlement Dates on and after July 2, 2020.

Guide impact: Section 5303.2

A
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Capacity:. Freddie Mac 2019-20

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%.

N1y,
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Freddie Mac Monthly Income

INCOME AND EMPLOYMENT DOCUMENTATION

[The analysis, verification, calculation and determination of the stable monthly income amount is integral to the overall
qualification of the borrower and determination of the borrower’'s capacity to repay the morigage 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.

Topic Documentation Requirements (Streamlined and Standard Documentation Levels)
General requirements | Stable monthly income is the borrower’s verified gross monthly income from all acceptable and
for stable monthly verifiable sources that can reasonably be expected to continue for at least the next three years.
income For each income source used to qualify the borrower, the Seller must determine that both the
(Guide Section 5301.1) 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.

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 continuance (including charts listing income and earning types and respective
documentation requirements, if applicable)

https://sf.freddiemac.com/content/ assets/resources/pdf/update/docmatrix.pdf

Calculating Income
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Income Documentation Requirements

General requirements
for documentation
used to verify
employment and
income

(Guide Chapter 5302)

Employed income documentation and verification requirements

YTD Paystubs
W-2 Forms
Written VOEs

Tax retumn requirements

Ten-day Pre-Closing Verification (10-day PCV)
Third-party Verification Service Providers

* Signed tax returns (and alternatives to signatures)

* RS Transcripts

* Unreimbursed employee expenst

https://sf.freddiemac.com/content/ assets/resources/pdf/update/docmatrix.pdf

Calculating Income
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Capacity

Bulletin 2019-20 Guidance Incorporated Into The Documentation Matrix

Topic Documentation Requirements (Streamlined and Standard Documentation Levels)
Primary and Base non-fluctuating employment earnings
Secondary For determining stable monthly income, base non-fluctuating employment earnings are
Employment: nsidered to be earnings with a pre-determined and agreed upon rate of pay and number of
Eamings types - rs worked each pay period.
r equirements and he pay rate and number of hours worked must be reflected on an ongoing consistent basis
guidance foneach pay period and be fully supported by the year-to-date income. In addition, if the
(Guide Section anrNal salary is reported on the income verification documentation, that may be considered
5303.2(b)) it\nal confirmation of base non-fluctuating eamnings.
= Base n\p-fluctuating earnings may include:
- Both'\xempt (salaried) and non-exempt earnings, however, the pay rate and number of
hours Worked must not fluctuate between pay periods.
- Military (basic) pay. For members of the United States Armed Forces, active-duty
pay is conXgdered base non-fluctuating earnings.
- Part-time eaNyings, provided the number of hours worked each pay period are pre-

determined arl\ the same, as outlined above.
Base non-fluctuating eings do not include additional employed income (e.g., bonus,
overtime, tips). Refer to Additional Employed Income section or to Guide Section 5303.3 for
mplete requirements and guidance.
luctuating hourly employment earnings
For the purpose of determining stable monthly income, fluctuating hourly employment earnings
are considered to be wages that ar ebase on an hourly rate of pay and where the number of
hours fluctuate each pay period. The required minimum 12-month history must be derived from
either the borrower's current hourly employment or a combination of current and prior hourly
employment. Fluctuating hourly earnings are typically representative of non-exempt earnings.
Do not include additional employed income (e.g., bonus, overtime, tips). Refer to Additional
Employed Income section or to Guide Section 5303.3 for complete requirements and guidance.

https://sf.freddlemac.com7confenf7 assefs7resources7paf7upaafe7aocmafr|x.pa?
A
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Additional Employed Income
History and Stability of Additional Employed Income

Additional Employed Income

Additional Employed Income history and stability - requirements and guidance

Income — History and | Many additional employed income types are fluctuating income. The stability of fluctuating
Stability income is determined based primarily upon historical earnings, so it is imperative that a

Guide Section 5303.3(b) | sufficient income history has been established. For this reason, most income types that
fluctuate have a history requirement of two years. In certain instances, a shorter history may
still be considered stable if Seller provides a written analysis, and sufficient supporting
documentation, justifying the determination of stability. When making this determination, the
Seller must take into consideration factors such as income and/or employment characteristics
and the overall layering of risk factors, including the borrower's demonstrated ability to repay
obligations. In no event may the history be less than 12 months.

Refer to Guide Section 5303.4 for information with respect to employed income calculation
requirements and guidance.

https://sf.freddiemac.com/content/ assets/resources/pdf/update/docmatrix.pdf
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Additional Employed Income

Bulletin 2019-20 Guidance Incorporated Into The Documentation Matrix

Topic Documentation Requirements (Streamlined and Standard Documentation Levels)
Employed Income (continued)

Employment For certain employment characteristics, additional documentation and/or analysis may be
Characteristics needed. Refer to Guide Section 5303.2(d) for complete requirements and guidance.
Guide Section 5303.2(d) Full-time and part-time employment

Seasonal employment

Union members

Borrower employed by a family member or interested party to the transaction
Employed income from a foreign source

Employment contracts (educational and other industries)

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

https://sf.freddiemac.com/content/ assets/resources/pdf/update/docmatrix.pdf
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Freddie Mac Other Income

Other Income (non-employment / non-self-employment)

Other Income general |The Seller must evaluate the stability and consistency of receipt of all other non-
requirements employment/non-self-employment income in accordance with the requirements of Topic 5300.

(Guide Section 5305.1) |For general requirements with respect to income history, stability and continuance, refer to
Guide Sectipn 5301.1.

Factors th ust be considered in determining the likelihood of continued consistent receipt of

all other non-employment/non-self-employment income below include, but are not limited to,

the following:

* Whether the payments are received pursuant to a written agreement, court decree,
government program, law and/or regulation

* The length of time the payments have been received

The regularity of receipt of the income

Other Income general | * The consistency of the amount of income

requirements * The availability of procedures to compel payment

(continued) *  Whether full or partial payments have been made

(Guide Section 5305.1) * The age of each child for which support and/or benefit payments are made (if applicable)
L

Applicable eligibility criteria governing the continued receipt of the income

https://sf.freddiemac.com/content/ assets/resources/pdf/update/docmatrix.pdf
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Freddie Mac Rental Income Matrix

-~
Rental Income Matrix FreddieMac

Rental Income
— Assists in understanding rental

Rental income may be uied in ifying the bor pi of Guide Section 5306.1 and
= = the ds i in Guide i 5102. 3 and 5102.4 and Chapter 5302 are met. if
I n CO | I l e req u I re m e ntS an d rental income is not used to qualify the borrower, the requirements of Chapter 5306.1 do not apply.
. . Notes: A vertical revision bar * | * is used in the margin of this quick to new and
Cal C u | atl O n fo r F re d d I e M aC significant changes. Effective for mortgages with Freddie Mac settlement dates on and after July 'I 2020.
Rental Income is from...
c Subject Property: Non-subject Investment
Updated July 2020 s T A
Documantation, If the borrower's hly debt pay t0-i ratio (as ibed in Section 5401.2)
"m and the full amount for the subject investment property and/or non-
analysis - subject investment property, no further avaluation is required.
property owned
in the prior If rental income from the subject investment property and/or non-subject investment property
calendar year istobe d in qualifying the , the fi g req; apply:
Streamiined and |* The Seller must obtain the borrower's complete federal income tax returns (Internal
Standard Ravenue Service (IRS) Form 1040) including Scheduls E for the most recent year. Except as
Documentation set forth below when use of a signed lease may be permitted, if the subject property has
lavels been owned for at least one year and income from the subject property is reported on the

borrower’s federal income tax returns, the Seller must use Schedule E to determine the net
rental income or loss.

* If the subject property has been owned for at least one year and is reported on Schedule €
of the borrower’s prior year federal income tax return, use the income or loss as reported.

* Asigned lease may be used:

If the property was out of service for any time period in the prior year and the
mortgage file contains a documented event such as a renovation and Schedule E
supports this by a reduced number of days in use and reflects repair costs; or

The property was hased later in the year and Schedule E supports this
by a reduced number of days in use; and
Addi | d provided, as follows:

e Forms 72, Small Besidential income Proparty Appraisal Report, or 1000,
ingle-Family Comparable Rent Scheduls, supporting the incomae reflected
on the lease; or

* Documentation (e.g., bank g deposit or
transfer of rental payments, canceled rent checks) to support two months of
receipt of rental income. Note: A Form 72 or 1000 is always required for the
subject property as described in Guide Section 5308.1(c)(ii)
Unloss the above requiremants are met, a signed lease may not be used and the rental income
or loss from Schedule E must be used and annualized for qualifying purposes.

July 2020 Ewmddie Mac Learning

https://sf.freddiemac.com/content/ assets/resources/pdf/update/rental.pdf
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Genworth Income Calculation Worksheet

Genworth Income Calculation Worksheet
Borrower Name | | Loan Number |
Employer | | Date | BlZ7/2019
Break out commission from base salar:
ParTrss
s k3 = “'TO Commission “minus Expenzes £ = expenses [based upon 2108 expenses)
Hourly ' ¥ = Past year commizsion “mirus Expenzes 3 - 2106 Expenses
k3 - |PerHaur 1] # of hours ®E2hz |8 = Income - 3 =1 Additional year commission “minuz Expenzes 3 -] 2106 expenses
3 - _|"TDEarnings 1] #months Income “Follow investor guidelines for unreimbursed expense policy.
k3 - |wetorTanvear: | 1] # months Income |
E3 - W for Tanear | 1] #months Income = = Metincome 1] # months |menthly income
i = = Met Income 1] #manths |monithly income
O F] = Per Hour 1 = = Met Income i] # months honthly income
O YTO Avg !
O WO+ 12 Aug O “TD Avgusing net incoms 2106 TO Expense Estimate
O YTO+ 2 W2 fug s O *TO + Twear using Met Income 2 year Commission W= 2106 Eupenses
i O “'TO + 2 year using net income Commission 3 =
I k] - IUse lowest income or check the income you wish to use g Eupenzes k3 =
' Expense factar k3 =
Salary | Type of Salary i I3 = | Uselowerof caleulations | or check the income you wish to use
] Manthly =1 = = Income !
O Bi weekly R2EH2 = = Income | |[Other Income |Type ofincome | il ]
O Semi Monthly wediz = - Income
O ‘Weekly wE21z2 = = lncome & = T income i] # months Income
' - W far year: 0] 1] # months Ineome
O YTO Salary [paytzub) 0 #months Monithily Au- = |Wetoryear il| 0 # manths Income
O W2 income 1] #months Income
O W2 Imcame 0 # manths Inzame | O Y TOIncome
[ O YTO+1Wear
I k3 - IBase Used o Qualify check the salary you wish to use  IFYTD or past year is lawer, confinme O WTO+2 Year
Otherwise, lower of YTD and W2 red
! L = | uselowestincome average | or check the income you wish to use
DOvertime!/Bonus | Break out OT/Bonus from base salary
- ¥ TO Ouvertime ! Borus" 1] #manths Income || Non Tazable Income | Type of income |Social Securitd
= Past year OT breakaut 1] #months Income -
- Additional year OT { Bonus 1] #months Income O | Manthly check or Direct Depasit k3 = | Income
H 35.000.00 | Inc:ame fram 1033 £ Z9IE6Y In=ome
] YTD dvg 1 DU requires only 2 YD pagstub, OT/Bonus must be annuallzet: 15,000.00 | Arrual amount of income not subject o kas (Inome noton e teanezripe]
O WTO+Tyear Sug Divide YFTD CITFByonus by ?2 !:nonths far qualifying purposes, tgpl 312,50 | Additional Mon tarable Income to be used For qualifying [inzame nassaxedsz5:]
a STO+ 2 Year Aug 2 bwa ye ar history of receipt is required. 2.229.17 | Total Mon Tanable Income
L& = JUselower of caleulations | or check the income you wish to use
. | Total Income to Qualif 3 322317
Commission I Break out commission from base salary r
-1 TOCommission “minuz Expenses = expenzes [bazed upon 2106 expenzes) r
= Past year commission “minuz Expenses = 2106 Expenses
= Additional year commission " minus Expenses = 2106 enpenses
“Fallow inve stor guidelines for unreimbursed expense policy.
= Metincome | 1] | #monthz | |monthly income
_ MNetIncome | 1] | #months | |monthly income
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Document Review
Pay Stubs, W-2s, Written VOEs
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Base Income Calculation Guidelines

Fannie Mae

Base Income Calculation Guidelines

After the applicable income documentation has been obtained, the lender must calculate the borrower’s eligible qualifying
base income. The following table provides guidance for standard employment documentation:

How Often Paid How to Determine Monthly Income

Annually Annual gross pay [/ 12 months

Monthly Use monthly gross payment amount

Twice Monthly Twice monthly gross pay x 2 pay periods

Biweekly (Biweekly gross pay x 26 pay periods) / 12 months

Weekly (Weekly gross pay x 52 pay periods) / 12 months

Hourly (Hourly gross pay x average # of hours worked per week x 52 weeks) / 12 months

All of the above calculations must be compared with the documented year-to-date base earnings (and past year
earnings, if applicable) to determing if the income amount appears to be consistent. See B3-3.1-01, General Income
Information, for additional information about variable income (bonus and overtime).

Ny,
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Base Income Conversion Exercises

If the Income is stated Then use the following calculation:
as
Annual Base Pay divided by 12
$60,000
Weekly Base Pay x 52 divided by 12
$750
Bi-Weekly (every two weeks) | 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 w 52 }-Cl;i‘-.l"ided b"}" 12 P

Calculate the monthly income for each pay scenario above.

v\‘.‘/v
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YTD paystubs with less than the required information

P ay St u b S When the YTD paystub does not contain the required

mformation (e.g.. paystubs that are handwritten or typed by the
employer and do not contain YTD earnings), the Seller must

See COVID 19 temporary guidelines verify the required mmformation by obtamning additional
documentation (e.g., written VOE. a review of payroll deposits
on bank statements).

Reminders:

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

— Computer generated?
— 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?

7,
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Paystub

” .
L
AN
A\

See COVID 19 temporary guidelines

| Anthill Collective School Distriet
434 Educational Way
| Amthill, MO 65133

Tastease, Marisol L
XXX-XX-0001

220 lous Ave
Anthill, MO 65488

Description Rate Hours Earnings Y10 Current
Regular Earnings 421904 80.00 $§3375.23 | $23,626,71 Medicad 5487 453.83
Owvertime Eamings Dentd 645 5805
Back Pay (410) 27.68 24512
Vacation Earnings SU1K Up 1O 5% 15875 1,51884
Gross Earnings $3,375.23 | 52362671

NET PAY 217246 1955214

Description Current YiD
FEDERAL TAX 48426 435834
STATE TAX (MO) 175947 1,872.70
5SS TAX 20926 188338
MEDICARE TAX 4864 440.47
Payment Details
Payment Number: Q000000 Period Bagin Date: 04-20-2015
Payment Cate: 0501-2015 Period End Date: 05-02-2015

Settdead to hedking Account 123456-78: $2,172.46

Calculating Income
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Examining W-2s

W-2 Reminders:
— Name and SSN#, if it appears, 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 (4506t for W-2) to support income if needed

N1y,
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Examining W-2-Any questions on this W-27

| @ Employee’s SON XXX - mXx b Employer DNo. (EIN) 22-1234567 OME No. 1545-0008
|
C £ Employer's name, address, and ZIP code 1 wags, tips, other compn 2 Fed inc tax withheld 3 Social security wages W 2
DAVINCI RESIDENTIAL PAINTING INC. 172579.15 17642.61 132900.00| Fom
4SS tax withheld Medicare wages & tips | B Medicare tax withheld Wa ge and
1200 SISTINE CHAPEL DRIVE 8239.80 183709.41 2663.79 Tax
WACO X 76701 T Social security tips 8 Allocated tips 9
Statement
d control No. 10 Depdnt care benefits 1 Nongualified plans 12a
D| 24500.00 2019
€ Employee’s name, address, and ZIP code Suff, (13 14 Other 12b
Statutory employee., D _39:50:.&] e 2756.79 |
C B To Be Filed with
JOHN HOMEOWNER e 1336974 12‘? 5&%’&.1{‘;35 FEDERAL
i .. /4 hgalth . X m
7 GALLOPING HILL ROAD Retirement plan 5/0 b o This infomtion is being
DALLAS TX 75432 fimishied §o the intsmal
Third-party sick pay I_I | -
15 state  Employer's state ID number 16 sState wages, tips, etc 17 State income tax 18 Local wages, tips, etc 19 Local income tax 20 Locality name

Calculating Income
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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
— Should it be handwritten? Large corporations

—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

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

N1y,
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Written Verification of Employment

Pay close attention to- Request for Verification of Employment -

Calculating Income

Fannie Mae
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8. Applicans’s Daie of Employment 10, Prosent Position 11, Probabikty of Continued Emplrymant
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Annual 1 Haury Pay Grade fs Its Continuance Likeh?

Mamhly 1 Ohar {Specitvl Type Monthiy Amount Covertime I Yes No
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Fannie Mae “Optional” VOE fields

Employment Documentation Provided by the Borrower’s Employer

The lender may use the Request for Verification of Employment (Form 1005 or Form 1005(5)) to document income for a salaried
or commissioned borrower. The date of the completed form must comply with B1-1-03, Allowable Age of Credit Documents and

Federal Income Tax Returns.

The information on the Form 1005 or Form 1005(S) must be legible. The following fields on the form are optional:

Field # Title of Optional Field

11 Probability of continued employment

14 If overtime or bonus is applicable, is its continuance likely?

16 Date of applicant’s next pay increase

17 Projected amount of next pay increase

18 Date of applicant’s last pay increase

19 Amount of last pay increase

24 Reason for leaving (Part Ill — Verification of Previous Employment)

The remaining fields on the form must be completed as applicable to the borrower. For example, overtime may not be
completed if the borrower is in a position that does not pay overtime.

When the borrower authorizes the lender to obtain verifications of employment and income directly from the employer, the
lender must have the borrower sign Form 1005 or Form 1005(S).

Alternatively, the lender may have the applicant sign a signature authorization form, which gives the lender blanket
authorization to request the information it needs to evaluate the applicant’s creditworthiness (see B1-1-02, Blanket

Authorization Form).

Ny,
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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 into1003 if using if stable; Look for trends

Order Information "1‘ \cnl'ncanon Services Pag
Vertfied On: oTnTROa
Vertfication Type: Emaloyment /income
Perm issible Purpose: Employment purposes Employment Status: Actwe
Reference Number RXXXXXKX253 Most Recent Start Date 11282011
Tracking Number: COXXXX B8 o | Hire Date: 112802011
Total Time With Employer. 8 Years 7 Months Sehavioral
Job Title: Healh Intake
Employer Spec
Employer: Minnesota Medical Center
Headquarters Adaress: Income
Address1: 89 Sauth CentraiStront \
Address2: Data rot providad Employee Rate of Pay: s2xa&
City: S1P) .
State: M‘N - Employee Pay Frequency: Hourly
2ip Code: 55100 Avg. Hrs. Worked | Pay Period: 80
Empioyer Disclaimer. Annual § ry
Please use Headquarters Address above for gamshment requests
The Average Hours Per Pay Period reflects te actual hours paid for e most recent pay perod Base Salary Overtime Commissions Bonus Other Total
2018 $28,109.73 $0.00 $0.00 $000 S0.00 $28,109.73
2017 $36,652 69 $0.00 $000 $20000 $S000 $3585269
Reploymen 2016  $9.87012  $0.00 $000 $000 $000 $9,870.12

Diviston: CRP

Ny
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Genworth Underwriting Guidelines
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Genworth Rate Express®
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—=| Innovate Underwriting _o_ Find Rates Quick Streamline Your Systems
e KNOW MORE — GET A QUOTE NOW LET’S GO

A
Calculating Income 58 GenWOI'th 74.§.



enworth COVID-19 Quick Income Tips

Genwor h3 &

COVID-19

Quick Tips on Calculating Income

S S SIS NSNS SN S

T -

As we all continue 1o navigate the economic and ndustry impacts of the pandemic and the related

wnderwritng gusceline changes, Gemworth wanted to t out lencing pertners with what we

bope v & useful nesource for undeowtiting mcome. Tha

o provides

swggestnd guit > only

and does not raplace Limder, Imvestor ar GSE instructions or apoicalie gusdnlines

‘ Whan reviewing base pay income, compare current base pay with yearto-date
(YTD) and prior years (W23 or WVOE]

) adaress lowat YTD samings. I applicatie. ana comamber

Barrowaers with COVID-1? related furloughs or unemployment cannot use
unemployment benefits under Temporary Leave Income or Other Income Policies

.

ars undy b w

smtd with yeas

8 ' w returmmet ba wingdoped ehatios fur thes moo
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https://new-content.mortgageinsurance.gen

ge of Documents

* Income documents must be dated within 60 days of the note date

* |f the income verification received is directly from a third-party verfication vendor, the vendor's database cannot
be more than 60 days old as of the note date

hen borrower(s) is self-employed, apply the following COVID-19 guidelines

P&L statements are required to be dated within 60 days of the note date and should include business revenue,
expenses, and net income up to and including the most recent month preceding the loan application date (if
unsudited, 2 months business asset statements are required)

* Secure verification that the business is open and operating within 20 days of the note date (or prior to loan delivery)
Lenders are required to determine the extent to which a business has been impacted by COVID-19

Proceeds from a PPP loan or any similar COVID-19 related loan or grant are not considered business revenue and
cannot be used to determine or support self-employed income used for qualifying purposes

* Helpful hint: Proceeds from a PPP loan cannot be used towards cash to close or reserves

Suggested best practices and resources

« Employ a pre-funding audit to spot training opportunities and review findings weekly with your Underwriting
and/or Processing team

* Use organization approved chat/video platforms to encourage questions or discussions around loan scenarios

* Use desktop job aides to assist and support Underwriters with income calculations

* Visit mLgenworth.com for resourcas related to paystub review training module, COVID-19 related loan scenarios
resource, and common Fannie Mae and Freddie Mac income FAQs summary

Contact your Genworth representative or the ActionCenter® at 800 444.5664 with questions or
requests for additional information.

YOU-CENTRIC SOLUTIONS THAT MATTER.

Drth.com/documents/uw-tips-and-credit-policy/01201.COVID.UW.Tips.0820.pdf

Calculating Income
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Training Tools and Information
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Training Tools and Information

COUI'SE catalog ( Topic 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 70 courses in our catalog, our team is here to help you stay up-to-date on the mortgage industry U‘éi:‘g’i%':?“
and regulatory environment. Classes are all offered at no cost to you. Check out our new Featured Series below!

Browse by Role

Mortgage

5 Loan Officer
Professional

Loan Processor — Underwriter
=9 Self-Employed
Borrower Tools

Due to various internet browser versions, please downlood ond save PDF before entering dato. Please note, calculators ore updated periodicolly.

Browse by Topic

Fannie Mae Form 1084 Freddie Mac Form 51 Calculator Freddie Mac Form 92 Calculator Income Calculation Tools
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. e = AYETTS i [ETSIITNG rYITE weome e i CHT 1M wGrEmg SARTE FWIGTy RgwITeT
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Additional Ml Site Information

Valuzble income calculstion tooks and reference guides for caloulatng seif-

Forbearance & Deferrals
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April Training
"

Rate Quote Sweepstakes
Wi're colobrating YOUIn 2020
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a!YOU"‘

employed borrowsr income.
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Master Policy Agreement
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suomitnng Mi loa Genworth

Contract Services Agreement

Offsec fixed undenaritng Cosss 35 you adjust 1 the lstest industry

demands? Request 2 contract sery

TES UNJENWTITInE SEreement

Calculating Income

Genworth Ml Community

The Genwaorth Office and Aclion Cenier wil be
closed on Friday, April 10, 2020 for Good
Friday. Have a safe weekend!

STAY CONNECTED
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Homebuyer
Education

Let's help first-time
BN o P homebuyers prepare ﬂ
for buying a home.

Your no-fee

Find My Sales Representative

P Code

by
Genworth 3 z.



Your Genworth Resources

> ActionCenter®: 800 444.5664

» Your Local Genworth
Regional Underwriter

» Your Genworth Sales
Representative

Calculating Income 64
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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®, 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.

v\‘ . ‘/r
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