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Recommended Prerequisites

* Understanding Desktop Underwriter- The Basics

« Understanding Loan Product Advisor- The Basics

» Calculating Income Part I: Income Documentation and Review
» Review and Calculate Miscellaneous Employment Income

Genworth Ml is now
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Ena Ct MI Training [ Topic v | Search Training Courses Q]

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

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

https://new.mortgageinsurance.genworth.com/course-catalog
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Obijective

Understand the Different Types of Income and How to Document Them
» Capital Gain
* Alimony & Child Support
« Social Security
« Tax Exempt
« Public Assistance
» Foster Care
* Interest or Dividends
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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 in accordance with ATR rule.
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The Mortgage Application 1003/

Tz b comprkein by the Landes:
Lamser Lo M. Universal L oan Kentéier Jgency Cawe Ko

Uniform Residential Loan Application

Varify and complate the Informatien on this application. [fyou are applying for this kaan with athers, each additional Bomower must provide
information as directed by your Lender,

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

Ta. Parso formation
Mama (First, Middle, Last, Suffo) Social Socurity Number - -
Wr]MlTM&MmNnMB"
Altarnata Namas - List any nomes by which yow.are known arany names Diata of Birth DU.S.CIHM
underwhich credit wos previously received (First, Wicdls, Lost, Suff) (rmemdidyyel ) Parmanant Rasidant Allan
4 OMon-Parmanant Rasidant Allan
0 1am apphying forindividual cradit. List Nama(] of Othar Borrowarls) Applying for this Loan
0 1 am apphying for joint credit. Total Number of Bomowers: {First, Mbicidle, Lot Suffe
Each Barmower intends bo 2pply for joint credit. Your imltfals:
Marital Status Dapandants inot Ested by another Bomower] Contact information
OMarried Number HomaFhrone [ S
OSeparated Ages CallPrane ()
OUrenarried® WorkPhore (1 - Ext
*lingle, Divorced, Widowed, Ciil Unian, Domestic Partnership, Registered -
Reciprocal Beneficiary Relationship Email
Currant Addrass
Street Uinit &
Gy e xZp Courdry
HowwLong at Current Address? Years Mianths Qoan QRent(s Jmonth)  (ONo primary housing expense.
If at Currant Addrass for LESS than 2 years, list Formar Addrass [ Does notappiy
Street Uinit &
Oy sew Tlrp Country,
Howe Long ot Foemmes Address? Years Mianths Qoan QRent(s Jmorth) (ONo primary housing expense:
Mailing Address - if different from Curent Address [ Dows not apply
Street Uinit &
ity State__ 2] Tip Courary

MilRary Sarvica— Did you (or your deceased spouss] ever serve, of ane you currently senving, in the United Stabes Armed Forces?  ONO O YES
I YES, check oii that agpiy: [l Currentiy serving on active duty with projacied expiration dabe of servics/tour_/ immeypyy)

O Currently retired, discharmped, or sepamabed from service

ClOndy pericd of senvice was a5 a non-activabed member of the Ressrve or Mational Guard

O3urdving spouse

Tb. Currant Employmant/Salf Employmant and Incoma O Dows not apply

Empl ar Nama, Phane |, 1 - Gross Manthly Incoma
Address B —_
Gty Stm_—'lrpi Owetima  §__ /monit
Borus Fmmonth
Pasrtion or Trtha Ehm:tfﬁumnpph:: Comemision § manth
| am amployad by 2 family mamber,
Start Dats L (e propesty sallor, mal ostaka agent, or thes Nty
Hevw lorsg in this line of work? Fears, Motk party to the trareaction. Entitiomants 3 Smonth
Orther smonth
Dﬂmhﬂywmﬂnlmm Olhmmmﬁpmmuflﬂmanﬂ‘l Morthly Incoma lor Loss) —_
Ownar or Salf-Employed Ol hawean ownershipshareof 2% ormom. 5 |TOTAL 5 /month

Uniioem Rasidential Loan Appllcation
Fracdia Mac Form €5 « Fannia Wae Form 1003
Revised (2016 - NOT FOR CURRENT USE
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Verifying Non - Employment History

1e. Income from Other Sources O Does not apply

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

= Alimiony « Child Support = Interest and Dividends

« Butomobile Allowance .« Disability = Hotes Receivable

« Boarder Income « Foster Care = Public Assistance

= Capital Gains » Housing or Parsonage = Mortgage Credit Certificate

MOTE: Reveal alimony, child support, separate maintenance, or other income ONLY IF you want it considered in determining your gualification

for this loan.

« Mortgage Differential « Royalty Payments = Unemploymenit
Paymenits « Separate Maintenance Bensfits

» Retirement « Social Security « WA Compensation
ieq. Pension, IRA) = Trust = Other

Income Source — use list above

Monthly Income

=1

5

5
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Fannie Mae

Resources
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Selling Guide

Fannie Mae About Us Business Partners Homeowners & Renters Research & Insights Mewsroom Careers Contact Us Login

SINGLE FAMILY Originating & Underwriting  Pricing & Execution  Servicing  Delivering  Learning Center  Apps & Technology — Mews & Events |:E:|

Selling Guide

For best results, pose your search like a question.

Guide Resources Customerz Recommend Ask Poli Download PDF Guide
For a comprehensive list of ey If you have additional questions, Fannie Mae You can also download the
resources such as forms, (::' customers can visit Ask Poli to get information printable 1,200+ page POF,
announcements, lender letters, ASk PO]] from other Fannie Mae published sources. which include links.

notices and mare.

Download Now
Visit Selling and Servicing Guide Launch Ask Poli O

Communications and Forms

https://selling-quide.fanniemae.com/
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Fannie Mae Selling Guide

Selling Guide

2]

shed March U, U0

Search the Guide... e.g. How do | calculate my borrower’s income who is on temporary leave?

Far best results, pose your search like a question.

Guide Besources Customerzs Becommend Aslk Poli Download PDF Guide
For a comprehensive list of If you have additional questions, Fannie Mae You can also download the
resources such as forms, . customers can visit Ask Poli to pet information printable 1,200+ page PDF,
announcements, lender letters, AS]:( Pﬂll from other Fannie Mae published sources. which include links.

notices and more.

Download Now
Visit Selling and Servicing Guide Launch Ask Poli O

Communications and Forms

https://selling-guide.fanniemae.com/
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Fannie Mae Selling Guide

* B3-3.1-09, Other Sources of Income (12/14/2022)

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

including: .

Documentation Requirements for Current
Receipt of Income

Alimony, Child Support, or Separate
Maintenance

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

https://selling-quide.fanniemae.com/

Mortgage Differential Payments Income

Non-Occupant Borrower Income

Notes Receivable Income

Public Assistance Income

Retirement, Government Annuity, and Pension
Income

Rovalty Payment Income

Schedule K-1 Income

Social Security Income

Temporary Leave Income

Tip Income

Trust Income

Unemployment Benefits Income

VA Benefits Income

+nact’


https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Documentation.20Requirements.20for.20Current.20Receipt.20of.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Documentation.20Requirements.20for.20Current.20Receipt.20of.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Alimony.2C.20Child.20Support.2C.20or.20Separate.20Maintenance
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Alimony.2C.20Child.20Support.2C.20or.20Separate.20Maintenance
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Automobile.20Allowance
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Boarder.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Capital.20Gains.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Disability.20Income.20.E2.80.94.20Long-Term
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Employment.20Offers.20or.20Contracts
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Employment-Related.20Assets.20as.20Qualifying.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Employment-Related.20Assets.20as.20Qualifying.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Foreign.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Foster-Care.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Housing.20or.20Parsonage.20Allowance
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Interest.20and.20Dividends.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Mortgage.20Credit.20Certificates
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Mortgage.20Differential.20Payments.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Non-Occupant.20Borrower.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Notes.20Receivable.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Public.20Assistance.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Retirement.2C.20Government.20Annuity.2C.20and.20Pension.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Retirement.2C.20Government.20Annuity.2C.20and.20Pension.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Royalty.20Payment.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Schedule.20K-1.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Social.20Security.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Temporary.20Leave.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Tip.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Trust.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#Unemployment.20Benefits.20Income
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/#VA.20Benefits.20Income
https://selling-guide.fanniemae.com/

Freddie Mac

Resources
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Selling Guide Income Topic 5300 Revised

5305.2 { Prev Next >

Specific requirements for other income types

Effective 12/01/2021

This section contains stable monthly income and documentation requirements for the following income types:
« Notes receivable
+ Dividend and interest
« Capital gains
* Royalty payments
¢ Trustincome
¢ Retirement income
+ Retirement account distributions as income
« Survivor and dependent benefit income
* Long-term disability income
« Social Security Supplemental Security Income
¢ Public assistance income
+ Homeownership Voucher Program
» Foster-care income
« Alimony, child support or separate maintenance payments
« Housing or parsonage allowance
¢ Income from a foreign source
« Mortgage Credit Certificates
Tax-exempt income

+nact
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https://guide.freddiemac.com/app/guide/section/5305.2

Income Continuance Requirements

Income continuance charts were added to Topic 5301.1

* Income and earnings types typically without documentable continuance

* Income types with documentable continuance

« Other income types that may or may not have documentable continuance

Freddie Mac’s Single-Family Seller/Servicer Guide Series 5000: Origination and Underwriting
Topic 5300: Stable Monthly Income and Asset Qualification Sources
Chapter 5301: General Requirements for All Stable Monthly Income and Asset Qualification Sources

+nact



[Loan Product Advisor Documentation Matrix

Loan Product Advisor® EroldieMac

Learning

Documentatlon Matrlx SINGLE-FAMILY

Use the following information as a reference for documenting your Loan Product Advisor® (LPASM) loans. For complete
documentation information and specific program eligibility requirements, refer to the Freddie Mac Single-Family
Seller/Servicer Guide (Guide). We recommend bookmarking the Guide link (https://quide.freddiemac.com/app/quide/) for
easy access.*

What Has Changed in this Reference?

This reference is updated to coincide with new and significant changes to documentation requirements announced in Guide
Bulletins. Recent changes include:

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

+nact


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

L

Non - Employment Income Sources

1
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Fannie Mae Capital Gain Income

Income received from capital gains is generally a one-time transaction; therefore, it should not be
considered as part of the borrower’s stable monthly income. However, if the borrower needs to rely
on income from capital gains to qualify, the income must be verified in accordance with the following
requirements.

Verification of Capital Gains Income

Document a two-year history of capital gains income by obtaining copies of the borrower’s signed
federal income tax returns for the most recent two years, including IRS Form 1040, Schedule D.

Develop an average income from the last two years (according to the Variable Income section of the
Selling Guide, ) and use the averaged amount as part of the
borrower’s qualifying income as long as the borrower provides current evidence that he or she owns
additional property or assets that can be sold if extra income is needed to make future mortgage
loan payments.

Capital losses identified on IRS Form 1040, Schedule D, do not have to be considered when calculating income or liabilities, even if the
losses are recurring.

B3-3.1-09, Other Sources of Income (12/14/2022)
https://selling-quide.fanniemae.com/
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Freddie Mac Capital Gain Income

History of receipt: Most recent two-years of realized capital gains

Continuance: Document that sufficient assets remain after closing to support continuance of
the capital gain income, at the level used for qualifying, for at least the next three years

Calculation: 24-month average

Documentation Requirements with Streamline Accept and Standard Documentation
Levels

» Copy of complete federal individual income tax returns for the most recent two-year period
reflecting capital gain income, and,

» Evidence of sufficient assets to support the qualifying income

Freddie Mac Selling Guide 5305.2 Specific requirements for other income types

+nact



Alimony and Child Support

Alimony, Child Support or Separate Maintenance Payments

Income from alimony, child support or separate maintenance payments may be considered
qualifying income if the documentation shows that the payer was obligated to make payments
to the Borrower for the most recent six months and is obligated to make payment to the
Borrower for at least the next three years. Evidence that the payments have been received for
the most recent six months is required. If the payer has been obligated to make payments for
less than six months, if the payments are not for the full amount or are not received on a
consistent basis, the income must not be considered for qualifying

+nact



Fannie Mae Alimony or Child Support

Document that alimony, child support, or separate maintenance will continue to be paid for at
least three years after the date of the mortgage application, as verified by one of the following:

» A copy of a divorce decree or separation agreement (if the divorce is not final) that indicates
the monthly payment and states the amount of the award and the period of time over which it
will be received.

* Any other type of written legal agreement or court decree describing the payment terms.

* Documentation that verifies any applicable state law that mandates alimony, child support, or
separate maintenance payments, which must specify the conditions under which the
payments must be made.

Review the payment history to determine its suitability as stable qualifying income. To be considered stable income, full, reqular, and timely payments must
have been received for six months or longer. Income received for less than six months is considered unstable and may not be used to qualify the borrower for

the mortgage. In addition, if full or partial payments are made on an inconsistent or sporadic basis, the income is not acceptable for the purpose of qualifying the
borrower.

B3-3.1-09, Other Sources of Income (12/14/2022)
https://selling-quide.fanniemae.com/
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Freddie Mac - Alimony and Child Support

History of receipt: Most recent six months

If the payor has been obligated to make payments for less than six months, if the payments are
not for the full amount or are not received on a consistent basis, the income must not be
considered for qualifying.

Continuance: Document and verify the payor is obligated to make payment to the Borrower for
at least the next three years

Calculation: Use the documented fixed monthly payment amount

Documentation Requirements with Streamline Accept and Standard Documentation
Levels

» Documentation to evidence receipt of the alimony, child support and/or separate
maintenance payment amount for the most recent six months, and

 Copy of the signed court order, legally binding separation agreement and/or final divorce
decree verifying the payor's obllgatlon for the previous six months, including the amount and
the duration of the obligation, and

» For child support income, proof of the ages of the children for which child support is received

Freddie Mac Selling Guide 5305.2 Specific requirements for other income types

+nact



Fannie Mae Social Security

Social Security income for retirement or long-term disability that the borrower is drawing from
his or her own account/work record will not have a defined expiration date and must be
expected to continue.

However, if Social Security benefits are being paid as a benefit for a family member of the
benefit owner, that income may be used in qualifying if the lender obtains documentation that
confirms the remaining term is at least three years from the date of the mortgage application.

Document regular receipt of payments, as verified by the following, depending on the type of
benefit and the relationship of the beneficiary (self or other) as shown in the table on the next
slide-

B3-3.1-09, Other Sources of Income (12/14/2022)
https://selling-quide.fanniemae.com/
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annie Mae Social Security

Type of Social
Security benefit

Retirement

Disability

Survivor benefits

Supplement
Security Income
(ssl)

Borrower is drawing Social Security
benefits from own account/work record 1

Social Security Administration's (SSA)
Award letter,

SSA-1099,

Most recent signed federal income tax
returns (or tax transcri ptsé), or

Proof of current receipt

SSA Award letter,
SSA-1099,

Most recent signed federal income tax
returns (or tax transcripts=), or

Proof of current receipt

e SSA Award letter, and

e Proofof current receipt

Borrower is drawing Social Security benefits from another person’s
account/work record or from their own account/work record for the
benefit of am:)therZ

NA

SSA Award letter,
Proof of current receipt, and

Three-year continuance?

SSA Award letter,
Proof of current receipt, and

Three-year continuance®

SSA Award letter,
Proof of current receipt, and

Three-year continuance®

B3-3.1-09, Other Sources of Income (12/14/2022)

https://selling-quide.fanniemae.com/
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https://selling-guide.fanniemae.com/

Tax Exempt Income - Fannie Mae

B3-3.1-01, General Income Information
Using Nontaxable Income to Adjust the Borrower’s Gross Income

The lender should give sgeci_al consideration to regular sources of income that may be nontaxable, such as
child support payments, Social Security benefits, workers’ compensation benefits, certain types of public
assistance payments, and food stamps.

The lender must verify that the particular source of income is nontaxable. Documentation that can be used for
this verification includes award letters, policy agreements, account statements, or any other documents that
address the nontaxable status of the income.

If the income is verified to be nontaxable, and the income and its tax-exempt status are likely to continue, the
lender may develop an “adjusted gross income” for the borrower by adding an amount equivalent to 25% of the
nontaxablé income to the borrower’s income.

If the actual amount of federal and state taxes that would generally be paid by a wage earner in a similar tax
bracket is more than 25% of the borrower’s nontaxable income, the lender may use that amount to develop the
adjusted gross income, which should be used in calculating the borrower’s qualifying ratio

https://selling-guide.fanniemae.com/

+nact
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Tax Exempt Income - Freddie Mac

History of receipt: A history of receipt is not required

Continuance: Must be likely to continue to remain tax exempt

Calculation: To determine the amount to adjust (i.e., "gross-up") the Borrower's income, use:
» 25% of the tax-exempt portion of the income or

* The current federal and state income tax withholding tables

Documentation Requirements with Streamline Accept and Standard Documentation
Levels : Copy of complete federal individual income tax return for the most recent one-year
period or other documentation evidencing that the income, or a portion of the income, is tax
exempt.

Freddie Mac Selling Guide 5305.2 Specific requirements for other income types

+nact



Tax Exempt Income - Freddie Mac
*Social Security Only

History of receipt: A history of receipt is not required
Continuance: Must be likely to continue to remain tax exempt
Calculation: May gross up 15% of the income without obtaining additional documentation.

Documentation Requirements with Streamline Accept and Standard Documentation Levels :
No documentation when grossing up only 15% of the income.

*Social Security income (i.e., retirement income, disability benefits, survivor benefits and Supplemental Security Income)

Freddie Mac Selling Guide 5305.2 Specific requirements for other income types

+nact
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Income Calculation Worksheet

Borrower Name

Loan Number

Employer

Date

With Documentation

0
Without Taxation Documentation: Freddie Mac Only

Annual Benefit

27

Taxable Portion
Non-Taxable

* 100%
x 125%
Total Income

Total Monthly Income

Total Annual Benefit
Annual Benefit x 85%

Annual Benefit x 15%
Gross up 25%
Total Gross up

# months
Total Monthly Income

+nact




Fannie Mae Public Assistance

Verify that the income can be expected to continue for a minimum of three years from the date
of the mortgage application.

Document the borrower’s receipt of public assistance income with letters or exhibits from the
paying agency that state the amount, frequency, and duration of the benefit payments.

B3-3.1-09, Other Sources of Income (12/14/2022)
https://selling-quide.fanniemae.com/

+nact
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Public Assistance - Freddie Mac

Existing and established public assistance income:

Evidence of the source, benefit type, payment frequency, amount, duration of benefit eligibility
and current receipt must be obtained

History of receipt: A history of receipt is not required for the income to be considered stable
Continuance: All public assistance income must be likely to continue for the next three years
Calculation: Use the documented public assistance benefit amount

Documentation Requirements with Streamline Accept and Standard Documentation
Levels : Document income source, benefit type, payment frequency, pre-determined payment
amount and duration of benefit eligibility with a copy of the benefit verification letter or other
equivalent documentation from applicable agency. Age of documentation requirements as
described in do not have to be met.

Document current receipt with a copy of the bank statement, benefit verification letter from
applicable agency or other equivalent documentation. Age of documentation requirements as
described in must be met.

Freddie Mac Selling Guide 5305.2 Specific requirements for other income types

+nact


https://guide.freddiemac.com/app/guide/section/5102.4
https://guide.freddiemac.com/app/guide/section/5102.4

Public Assistance - Freddie Mac

Newly established public assistance income:

Verification of current receipt is not required; however, the finalized terms of the new income
must be documented. The income must commence prior to or on the first Mortgage payment
due date.

The terms that must be verified include, but are not limited to, the source, benefit type, duration
of benefit eligibility, effective date of income commencement, payment frequency and pre-
determined payment amount that will commence prior to or on the first Mortgage payment due
date.

Documentation: Document the finalized terms of the newly established income including, but
not limited to, the source, benefit type, duration of benefit eligibility, effective date of income
commencement, payment frequency and pre-determined payment amount with a copy of the
benefit verification letter or other equivalent documentation from the applicable agency that
provides and establishes these terms.

The income must commence prior to or on the first Mortgage payment due date. The
documentation must be dated no more than 120 days prior to the Note Date. Verification of
current receipt is not required.

+nact



Fannie Mae Foster Care

Income received from a state- or county-sponsored organization for providing temporary care
for one or more children may be considered acceptable stable income if the following

requirements are met.

Document that the borrower has a two-year history of providing foster-care services. If the
borrower has not been receiving this type of income for two full years, the income may still be

counted as stable income if
» the borrower has at least a 12-month history of providing foster-care services, and

» the income does not represent more than 30% of the total gross income that is used to
qualify for the mortgage loan.

Verify the foster-care income with letters of verification from the organizations providing the
income.

B3-3.1-09, Other Sources of Income (12/14/2022)
https://selling-quide.fanniemae.com/
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https://selling-guide.fanniemae.com/

Freddie Mac - Foster Care

History of receipt: Most recent two-years
Continuance: Must be likely to continue for at least the next three years
Calculation: 24-month average

Documentation Requirements with Streamline Accept and Standard Documentation
Levels : evidence receipt of foster-care income for the most recent two-year period

Freddie Mac Selling Guide 5305.2 Specific requirements for other income types
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Fannie Mae Interest and Dividends

Verify the borrower’s ownership of the assets on which the interest or dividend income was
earned. Documentation of asset ownership must be in compliance with the Allowable Age of
Credit Documents policy.

Document a two-year history of the income, as verified by
» copies of the borrower's signed federal income tax returns, or
» copies of account statements.

Develop an average of the income received for the most recent two years.

Subftract any assets used for down payment or closing costs from the borrower’s total
assets before calculating expected future interest or dividend income.

B3-3.1-09, Other Sources of Income (12/14/2022)
https://selling-quide.fanniemae.com/
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https://selling-guide.fanniemae.com/

Freddie Mac - Interest and Dividends

History of receipt: Most recent two-years

Continuance: Document that sufficient assets remain after closing to support continuance of the
dividend and interest income, at the level used for qualifying, for at least the next three years

Calculation: 24-month average

Documentation Requirements with Streamline Accept and Standard Documentation Levels :
Copy of either:

« Complete federal individual income tax returns for the most recent two-year period, or

* Year-end asset account statements for the most recent two years evidencing all dividend and
interest income for each year for the income producing asset(s),and

» Evidence of sufficient assets to support the qualifying income

Freddie Mac Selling Guide 5305.2 Specific requirements for other income types
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Enact Rate Express®
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Enact Underwriting Guidelines
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Enact MI Underwriting Guidelines

One of the most important documents on our website! Download the Enact M| Underwriting Guidelines for details on how we evaluate
loans submitted for mortgage insurance. You can also access Credit Policy updates, LTV recaps, and information about our Peak
Portfolio program.

Underwriting Guidelines and Credit Policy Updates

Looking for a specific guidelines like Jumbo loans? Construction to permanent? For specific guidelines, try searching within the
document or use the linked Table of Contents. For more underwriting resources, check out our selection of underwriting
courses in Training Resources.

Q Underwriting Guidelines ‘

Effective Date 1-10-2022 ARCHIVE PDF

Credit Policy Bulletin 2022-02

Effective Date 2-10-2022
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Enact Training Resources
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Enact Training Resources
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Self-Employed Borrower Tools by Enact Ml

We get it, mental math is hard. That's why Enact provides a collection of downloadable calculators and reference guides to help you

GET A QUOTE

UNDERWRITING ~ | SOLUTIONS

analyze a self-employed borrower’s average monthly income and expenses.

Please note that these tools offer suggested guidance, they don't replace instructions or applicable guidelines from the GSEs.

Due to various internet browser versions, please download and save PDF before entering data.

PDF

Please note, calculators are updated periodically.

UPDATED Fannie
Mae Form 1084
Calculator (2021-
2020)

Calculate and analyze

Fannie Mae Form
1084 Calculator
XLS (2019-2020)

Calculate and analyze
cash flow to help you

PDF

RESOURCES + |

UPDATED
Freddie Mac
Form 21
Calculator (2021-
2020)
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Your Enact Resources

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

40
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Legal Disclaimer

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

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

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

Enact Mortgage Insurance offers a comprehensive suite of training opportunities to boost your know-how, benefit your bottom line, and serve your borrowers
better. Visit EnactMIl.com to learn more.

y +nact’
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