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Legal disclaimer

The information presented in this presentation is for general information only, and is
based on guidelines and practices generally accepted within the mortgage finance
industry and is not intended to be all-inclusive. MGIC makes no representations or
warranties of any kind with respect to the accuracy, completeness or suitability for
any purpose of the information contained in this presentation. MGIC expressly
disclaims any and all warranties, express or implied, including without limitation
warranties of merchantability and fitness for a particular purpose regarding these
materials and this presentation. In no event will MGIC be liable for any direct,
indirect, incidental, punitive or consequential damages of any kind with respect to
the presentation or materials provided. All examples are hypothetical and are for
illustrative purposes only. This presentation is not intended and should not be
interpreted or relied upon as legal advice. We encourage you to seek advice from a
qualified professional.
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$2,500 down payment assistance for VLIP borrowers

= Eligible loan products: Home Possible® and HomeReady®

= Borrowers with qualifying income of less than or equal to 50% of the
area median income (AMI)

= For purchase transactions only

» The full amount of the $2,500 credit must be provided to the borrower
and can be applied to down payment and closing costs, including
escrows and Ml premiums

= Available for loans delivered from 03/24 to 02/25 ANO

Fannie Mae Lender Letter LL-2024-01 and Freddie Mac Bulletin 2024-A
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ANO Fannie Mae's is to Feb 1, 2025. Freddie Mac's is to Feb 28, 2025
Allison Nadenik, 2024-09-12721:19:00.832
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Fixed income Fluctuating income

= Copy of fully executed trust = Copy of fully executed trust
agreement specifying fixed payment agreement outlining payment terms

= Copy of bank statements or = Complete tax returns for most
equivalent showing receipt of fixed recent 2 years

ment for most recent 1 r* - T
PERIIEE Vel el Heeelrls 1 e » Evidence of sufficient assets to

= Evidence of sufficient assets to support continuance*

rt continuance*
sitlofpeins comuinibizinrs = Use a 24-month average based on

= Use the fixed payment amount the most recent 2 years’ tax returns

*When the borrower is the trustee, a letter from the trustee is not acceptable

Mortgage Guaranty Fannie Mae SEL-2024-03 and Freddie Mac Bulletin 2024-1
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Property insurance requirements

9/18/2024

Learning Center

Insurance Training

on

Explore training and resources

i ey Property insurance for one- o four-units

4 modules

= individual property Insurance requirements for a unit
in 3 projectdevelopment

Fannie Mae SEL-2024-01 and Freddie Mac Bulletin 2024-1
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Flood insurance premium used for
qualifying

If a flood insurance policy on the Mortgaged
Premises shows a full risk premium and a
discounted premium, the full risk premium,
plus any fees and surcharges, must be used
to calculate the housing expense-to-income
and debt payment-to-income ratios.

Freddie Mac Seller/Servicer Guide impacts:
Sections 5401.1 and 5401.2
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Fannie Mae - self-employed clarifications

Borrowers with less than a 25% interest in a business

= |f business tax returns are provided, the lender is not required to analyze the viability
of the business. The lender may focus solely on the borrower’s proportionate share
of business income as reflected on the Schedule K-1

= |ncome reported on Schedule K-1 can only be considered for qualifying if the lender
verifies that the income was actually distributed to the borrower consistent with the
level of business income being used to qualify, or the business has adequate
liquidity to support the withdrawal of earnings

Fannie Mae SEL-2024-01
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Freddie Mac - self-employed clarifications

Self-employed history of less than 2 years:

= The borrower must have a combined 2-year history of receipt of income from the current self-
employment and the prior job in the same or similar occupation or industry

= The qualifying income must be determined by using the lesser of the stable monthly income from
the new business or the stable monthly income earned in the previous occupation

Business structure changes:

= |fthe business structure changed in the last 2 years (e.g., change from a sole proprietorship to an
S-corporation), there must be no change in the borrower’s percentage of ownership interest in
order for the current and prior business structures to be considered the same business

Mortgage Guaranty Freddie Mac Bulletin 2024-10
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Freddie Mac -income clarifications

Fluctuating hourly employment earnings and additional fluctuating
employment earnings - calculation methods and analysis

The degree of fluctuation and the length of receipt of the income must be
considered when calculating income

= Evaluate the income trend and use the amount that is most likely to continue for the
next 3 years

= Average the most recent year(s) and YTD income over the applicable number of
months of required history (in certain instances, the calculation may be based on a
shorter number of months if written justification and/or documentation is provided)

= The total number of months used in the calculation must be at least 12 months

Freddie Mac Seller/Servicer Guide, Sections 5303.2 and 5303.3
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Freddie Mac -income trend analysis

= Degree of fluctuation = 10%: The income trend is considered consistent. No additional analysis or
documentation is required when calculating the qualifying income.

= Degree of fluctuation >10% but = 30%: No additional analysis or documentation is required when
the increase is supported by the documented income breakdown and/or verification of pay raise.

= Degree of fluctuation > 30%: Additional analysis and documentation are required to determine
income stability and develop an accurate calculation of qualifying income.

= Declining trend: Use the YTD income and do not include the previous higher level unless there is
documentation of a one-time occurrence (e.g., injury) that prevented the borrower from working or
earning fullincome for a period of time and evidence that the borrower is back to the income amount
that was previously earned.

= Declining trend > 10%: Further analysis and additional documentation may be necessary to
determine whether the income is currently stable. This analysis must include the reason for the
declining trend and support that the current income has stabilized.

Mortgage Guaranty
Insurance Corporation

1N



9/18/2024

Rental income updates

Fannie Mae and Freddie Mac - Old Guidelines Fannie Mae and Freddie Mac - New Guidelines

* Form 1007/1000 or 1025/70 must support the income reflected
on the lease agreement OR
* Evidence the terms of lease have gone into effect
* 2 months’ bank statements, copies of cancelled checks, or
No evidence was required to ensure the lease was in effect. electronic transfers of rent payments OR
* Copy of security deposit and 15t month’s rent check with
proof of deposit

Freddie Mac - Old Guidelines Freddie Mac - New Guidelines

Newly Executed Lease Agreements or No Rental History —

Lease must be for at least one year.

ﬂ:ﬂiﬂiﬂii‘;ﬁiﬁﬁm Fannie Mae SEL-2023-09 and Freddie Mac Bulletin 2024-9

11



9/18/2024

Freddie Mac - use of rental income

RENTAL INCOME
We have updated our rental income requirements to provide additional flexibility as follows:

Subject Investment Property « Permitting use of rental income to qualify when the Borrower rents their
(purchase transaction) Primary Residence, provided the rental payment is documented.
Previously, rental income could be used to qualify only when the Borrower
owned their Primary Residence.

* Permitting an exception to the requirement that the Borrower must rent or
own their Primary Residence (i.e., be on the Mortgage or the lease) to
apply to at least one Borrower when multiple Borrowers share their
Primary Residence. Previously, all Borrowers on the subject transaction
were required to own their Primary Residence, regardless of whether they

resided together.
Subject Investment Property Permitting the full amount of net rental income to be used to qualify as long as
(purchase transaction) at least one Borrower has a minimum of one year of investment property
e management experience. Previously, all Borrowers were required to have the
one-year investment property management experience.

Primary Residence being
converted to an Investment

Property

Mortgage Guaranty Freddie Mac — Bulletin 2024-9
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Freddie Mac - calculation of rental income
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Property owned as a rental
property during the entire prior
calendar year

Permitting the following exception to the requirement to annualize (i.e., divide
by 12) the net income or loss reported on Schedule E; the qualifying income
may be established based on the number of days in service on Schedule E,
provided that:

* The property was out of service for any time period during the prior year,
and

+ The Mortgage file contains documentation of an event such as a
renovation, as supported by a reduced number of days in use and repair
costs on Schedule E

Property purchased or
converted to a rental property
later in the prior calendar year

* Permitting for the income used for qualifying to be based on the number of
months after the purchase or conversion date. Previously, the net
income or loss reported on Schedule E was required to be annualized.

« Permitting the following exception to the above requirement: the qualifying
income may be established based on the number of days in service on
Schedule E, provided that:

> The property was out of service for a period of time after the purchase
or conversion, and

» The Mortgage file contains a documentation of an event such as a
renovation, as supported by a reduced number of days in use and
repair costs on Schedule E

Mortgage Guaranty
Insurance Corporation

Freddie Mac - Bulletin 2024-9
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Miscellaneous updates
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Income from non-arm’s length employment

Freddie Mac will now permit use of IRS wage and income transcript for the most recent year in
lieu of tax returns

Documentation must validate prior year’s earnings from current employment and support
currentincome level

Social Security retirement and disability

Freddie Mac expanded its documentation requirements to permit IRS Form 1099-SSA and
pages 1 & 2 of the most recent tax return
For jointly filed returns with an individual not on the transaction, additional documentation is
required

Freddie Mac - Bulletin 2024-10

Rent-related credits

Fannie Mae updated its rent credit with an option to purchase to permit more than 12-month
rent credit to be used

Documentation required includes rent verification documentation, including bank statements
evidencing rental payments and terms outlined in rent/purchase agreement

Fannie Mae SEL-2024-05

1A



Reconsideration of value (ROV)
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Lender responsibilities

Establish a ROV process for borrowers to appeal an appraisal when it is believed the
opinion of value is unsupported, deficient or reflects discriminatory practices

Provide a ROV disclosure at time of loan application and again with the appraisal report
Complete its appraisal review before initiating the ROV process

Designate an underwriter or subject matter expert to review the ROV request to validate
the request contains sufficient information

Utilize a standardized format to communicate with the appraiser

Forward the appraisal report, along with findings, to the appropriate appraisal licensing
agency or regulatory board if material deficiencies are not corrected by the appraiser

Ensure all documentation related to the ROV are retained in the loan file

Fannie Mae SEL-2024-03 and Freddie Mac Bulletin 2024-6

15
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NAR settlement

How do the NAR settlement and the
realtor commission changes affect the
mortgage industry?

NATIONAL . o
ASSOCIATION OF Partnership with Realtors
REALTORS® * Educating borrowers

Review of buyer agreement

Compliance
https://www.nar.realtor/the-facts

Interested party contributions

Mortgage Guaranty
Insurance Corporation
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IMPLEMENT PRACTICE CHANGES

BY AUGUST 17

1Q
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Lately | have had cases where base
hourly pay is being averaged over

1 to 2 previous years as opposed to
just using current hourly rate income.
|s this being pushed by the agencies?

10
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Farm Rental Income and Expenses OMB No. 1545-0078 SCHEDULE F OMB No. 1545-0074
Form 4835 (Crop and Livestack Shares (Not Cosh) Received by Landowmer for Sub-Lessorl) W (Form 1040) Profit or Loss From Farming
N Wnope “M"mf‘m"a‘m”mm”;“ e g Al BN A A O SO i 2023
vtemst Revense Servce | G0 10 wwwirs.gov/FOrMAS3S for the latest information. 37 W vt Saries Go to www.irs and the latest information. e hio. 14
Name(s) Shown on tax retum Your social security number Name of proprietor ‘Social security number (SSN)
ETT"E'T_I‘T.TI | A Principal crop or activity B Enter code from PariV | C Accounting method: | D Employer ID number [EIN) [see rstr)
Did you aciively paniicipate in the operation of this famm during 20237 See Instructions .~ . .« . . . . L[]ves [1No | ] | Ocash Tacea | | | | [ 111 LI
E Did you “materially participate” in the operation of this business during 20232 If *No." see instructions for imit on passive losses [] Yes (] Ne
Ll Gross Farm Rental I Based on F Include it to cash or the . F Did you make any payments in 2023 that wauld require you to fle Formis) 10997 See instructions . . ... [OYes [ONo
1 Income from production of livestock, produce, grains, and othercrops . . . . . . . . . . | 1 G It “Yes.” did you or will you file required Formis) 10997 .. - [ClYes Co
2a Cooperative distributions (Form(s) 1099-PATR) . . | 2a 2b Taxable amount | 2b | Farm Income. mmMOompmaPamlarﬂu (Aocrualmﬂvod Con-p!etal‘aﬂsllandlll and Part |, line 9.)
3a program (see 3b Taxable amount 3b 1a Sales of purchased livestock and other resala items (sea instructions) T
4 cummnycmwoepmnm(coc)mns(smmmmnq b Cost or other basis of purchased ivestock or other tems reported on ine Ta
a CCC loans reported under election : AR . | 4a c© Subtract ine 1b from line 1a . . 1c
b CCC loans forfeited . l‘h lcTaxnhlnimmnt 4c 2 mdmmkmmmmmmmmm S apimee s R ® G 2
5 Cmpinsurane-pmesads:ndlnd-nlunpdmmrpaymls(smmnmmm) 3a CGooperative distributions (Formis) 1099-PATR) . | 3a 3b  Taxable amount 3b
a Amount received in 2023 . . |sa 5b Taxable amount 5b ds program payments (s 4a & Taxableamounk [an |
e Helection to defer to 2024 is attached, check here [] 5d Amount deferred from 2022 5d 3
6  Other income, including federal and state gasoline or fuel tax credit or refund (see 0 o cmcc. ”""'D“'C“"""‘ 105 o "““"“5:’""”“‘ RS | 5o
T Gmul‘-'mnnulmmMdmumnmoﬂwcdumlmhnulmmeEnlsrlhuolalmro b loans forfelted . . LER TN Sc Taxable amount Sc
and on Schedule E (Form 1040), line 42 . 7 6  Crop insurance proceeds and payments (see
a Amountreceivedin2023 . . . . . . . | 6a 6b Taxable amount 6b
Expenses—Farm Rental Property. Do not include personal or living expenses. G I electon to delerto 2024 i atached, check here . . - - . . . L] 6d Amountdeforedfrom 2022 | 6a
8 Car and truck expenses (see 21 Pension and pmmmanng 7 Custom hire fmachine work) income . . L4
Schedule F (Form 1040) instructions). plans . . 8  Otherincome, nl:luingl.iadmdmtnumh\enrﬁ:dhxasdﬂwmfuﬂ(mmﬁm . 8
Also attach Form 4562 8 22 Rent or lease: 9 Gross income. Add amounts in the right column {lines 1c, 2, 3b, 4b, Sa, Sc, 6b, 6d, 7, and 8). Ifywmthu
9 Chemicals . . . . . . . . . 9 a Vehicles, machinery, and accrual method, enter the amount from Part Il line 50. See instructions . . 9
10 C (see 10 (see 22a A Farm Cash and Accrual Method. Donotncludapomona]othw\g p See
11 Custom hire (machine work) . . 11 b Other (land, animals, etc.) . 22 10 Cor and tuck expenses (see Pension and profit-sharing plans. 23
12 Depreciation and section 179 expense 23 Repairs and 2 instructions). Also attach Form 4562 | 10 24 Rentor lease (see instructions) 1
Sekictich Aot chimed dlsawiwes . . | ip 24 Seedsand plants . | 24 11 Chemicais . . . L 1 & Vehicles, machinery, squipment 240
13 Employee benefit programs other than 25  Storage and 25 o Y 5 fand, ) (o]
on line 21 (see Schedule F{Form!Mm 26 Supplies . 26 exp L Other . animals ).
Instructions) . . . . . . . . 13 27 Taxes . 3 13 Custom hire fmachinework) . . . 13 25  Repairs and maintenance . 25
14 Food o o v o a 28 Utiities. . . . 281 “* Dsplmu!luﬂlmucmﬂUDu!p-m 26 Seedsand plants | 26 |
15 Fetasandbme:. . ... . . . |18 20 Velernary, bmeding, and fato lnbucliong) ;- 14 21 Storage and 27
16  Freightandtrucking . . . . . . |16 medicine . . . . |29 15 Emwmbermmmomumm 28 Supplies | 28 |
17 Gasoline, fuel, andoll . . . . . . [17 20 ou-a-xunses(spoom onbwi » . 15 2 [Tmie £ N
18 Insurance (other than health) . . . |18 a 30a 16 Feed . . . . . . . . . 16 30 Utiities . . . . . . . . |30 |
19 Interest (see instructions): b BED 17 Fertilizers and ime L 17 31 Vaterinary, brasding, and medicine . | 31
a Ma‘tgagalpwdmbanks etc) . . . |19a c 30¢ 18  Freight and trucking . = e o= 18 32  Other expenses (specify):
b Other 196 d NET] 19  Gasoline.fuelandol. . . . . |19 a 32
20 umnm empbwhmlmﬂﬂ-ﬂ ° . |30e 20 Insurance (other than health) . 20 b 32
“" Schedule F ‘F""“ ’0‘0’ f 301 21 Interest (see instructions): < " [a2e
e : 309 s Mortgege [paid to banks, etc) . . | 21a d 320
31 Tnutwmwunesamm-ghaog Saamsuununns P 31 b Other . . . . . . . .. 21b . 3%
32 Netfarm rental income or (loss). Sub(mctllmﬂllmmlln-?Ilm-mjllslmmtarnhaaund " N
on Schedule E (Form 1040), line 40. if the result is a loss, yuumunpolollrwad 32 2 Trac juo ) |z A
3 R pee it 3 33 Total expenses. Add lines 10 through 321, Ifline 321 is negative, see instructions . 33
34 If line 32 is a loss, check the box that describes your investment in this acﬁvlty 348 L] Allivestrent s at k. 3 Netfarm profit or floss). Subtract ine 33 from line : L34 |
See instructions . . . o Tl g N.mhmmammmmmuhrmmmuamcunpunnlm:ia
303 35 Reserved forfuture use.
¢ You may have to complete Form 8582 to your of which box 36 Chack the box that describes your investment in this activity and see instructions for where to report your loss:
you checked. If you checked box 34b, youm\wnpletumembeloremmemBm in a_ ] Atinvestment is at risk. b [[] Some investment is not at risk.
either case, enter the deductible loss here and on Schedule E (Form 1040), line 40. See instructions. [34c For Paperwork Reduction Act Notice, see the separate instructions. Cst. No. 11386H Schodule F {Form 1040) 2023
For Paperwork Reduction Act Notice, see your tax return instructions. Cat. No. 13117W Form 4835 (2023
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SAM Cash Flow Analysis Worksheet

Skill-based 45 minutes

[ 0 ] SCHEDULE D - CAPITAL GAINS AND LOSSES

Analyzing Self-Employed

[0 ] SCHEDULE E- SUPPLEMENTALINCOMEANDLOSS (oS3 e eralpropery ncoms s,

Borrowers 302 - Looking at

Income from Farming

X ] SCHEDULE F - FARM INCOME

17

Net Profit (Loss): LINE 34

Non-Tax Portion Ongoing Co-op & CCC Pmts: LINES 2a minus b through 6a minus b et
Add nonrecurring loss: LINE -8 — | vailotie o e
Deduct nonrecurring income: LINE 2-8 (—)

Depreciation: LINE 14 — |
Amortization/Casualty Loss/Depletion (only if noted): LINE 32 R

Business Use of Home (only if noted): LINE 32
SUBTOTAL $

https://pages.mgic.com/training-recording-seb-focus-on-income-from-farming.htmil
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Please discuss gaps in
employment and multiple
1099s in the same line of work.
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What is the best way to get an
accurate Ml estimate as a broker?
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MIO

Therightrate, right now
MiQ Highlights
» Rate quotes honored for 90 days
« Compare multiple premium plans
* Quick, user friendly
- Backed by best-in-class customer service

mgic.com/MiQ

29

70
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Special Events

Guest Speaker 60 minutes Guest Speaker 60 minutes Guest Speaker 60 minutes

**Doing Business with the **Grow Your Business with **Rethink Everything Series:
Hispanic Market** Fannie Mae's HomeReady** Part 6 - Personal Branding**
Presented by Tony Thompson, founder & CEO, Presented by Emily Miller from Fannie Mae Panel discussion with Coach Kyle Draper and
NAMMBA & Sarah Vita, DEI strategist, Cultural quests

Outreach

September 25, 2024
11:00am CDT October 2, 2024

September 24, 2024 11:30am CDT
11:00am CDT

https://www.mgic.com/training

1
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Let us earn £
your business &

Get a free MI quote

Explore Training

Mn & Special Events

mgic.com/MIQ

mgic.com/training

Connect

MGIC account manger
mgic.com/contact

Training email
Training@mgic.com

nn



Thank you!




