Top Trending Mortgage FAQs

Focus on Credit & Appraisals




Legal disclaimer

The materials included in this presentation are intended for general information only. This presentation is not
intended to be complete or all-inclusive regarding the matters discussed herein, and nothing contained in this

presentation is intended, or should be relied upon, as legal, accounting, compliance or other professional
advice.

Although MGIC believes the information set forth in this publication is generally accurate, the information may
be outdated due to the rapidly changing nature of the residential mortgage industry, and MGIC does not warrant
the accuracy, reliability or completeness of any information contained in this publication.

The information in this publication is culled from a variety of business and mortgage industry sources.

Attribution is given where deemed necessary. Opinions and insights expressed herein do not necessarily
represent the views of MGIC.




The Four Cs

Borrower’s willingness to

Credit
repay a loan
- Borrower’s ability to repay based on
Capacity the amount & stability of income
Borrower’s investment in the
Capital property from savings & other

sources

Property’s value & marketability to
Collateral provide adequate security for the
loan based on the appraisal




Credit FAQs
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What are your biggest challenges when it comes to credit?




Answers:

a) True

Traditional credit review b) False
should be basedon a

minimum of 3 tradelines with
a 24-month history.
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What do | need to consider when it
comes to authorized user accounts?
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What is required in order to omit debt
that is paid by a borrower’s business?
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What do | do with Klarna, Affirm and other
debts found on bank statements?

Do | need to document balances and terms,
or can they be omitted?

MORTGAGE GUARANTY
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Answers:
° ° a) Total debt
Which s the greatest b) Credit mix
contributorin c) Payment history
determining a credit d) Length of credit history
Score‘) e) New credit
10 MORTGAGE GUARANTY
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When should | take action to
remove disputed accounts or
address collections?

MORTGAGE GUARANTY
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What?
 FICO 10T or VantageScore
 Bi-merge reports

The future
of credit
eva luation Why? Credit score model update

When? Q4 2025
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mgic.com/mortgage-connects
mgic.com/training

Credit resources

B

Is your Credit Score

making the grade? .- -

If you’re thinking about buying a home, you’ll need
to study up on the basics of your credit score.

5§ key elements of your credit score’

« Know the S key elements of your credit
score (Hint: see above!)

« Understand that your credit score
can affect your ability to qualify
for a mortgage. Find out how at
readynest.com

+ Request your credit report annually
to check it for accuracy. Get it at
annualcreditreport.com

« Dispute any errors. Contact the credit
bureau whose report has the mistake —
online, by phone or by mail

Equifax Experian %

o))

A\
/

GRADING SCALE

D 580-669

Here's the ultimate study guide:
readynest.com/credit-reports.

MGIC

Sample Opt-Out Letter

Pear Valued Client,

| am often asked about how to elimi unwanted solicitations from

There are some exceptions to this process. Companies that have a current
relationship with you are exempt, as are certain non-profit organizations
(such as religious, political, or community-based non-profits seeking

‘You may also contact the Association of National Advertisers (ANA) at
DMAchoice.org for additional assistance.

Thank you!

Find more resources to use with borrowers at
mgic.com/mortgage-connects

This content is brought to you by Mike Olden, VP - Sales & Education, American Reporting Company

MGIC

Watch this webinar recording

Credit Scores & Credit Reporting
Updates: Trigger Leads, Credit

35% 30% 15% 10% 10% mortgage lenders, credit card companies, and other credit grantors. The . . .
best way to eliminate them is to opt out by using the following links: Score Modernization, Best Practices
- « To eliminate unwanted mail solicitations, go to OptOutPrescreen.com & M ore
=== or call 1-888-567-8688

PAYMENT ToTAL LENGTH CREDIT NEW « To eliminate unwanted phone solicitations, go to DoNotCall.gov or call Recorded on 10/21/24

HISTORY DEBT OF CREDIT MiIx CREDIT

Doyoumake  How much of HISTORY Doyou have Have you 1-888-382-1222. Report all phone numbers currently in use (home and
YR Torediinss  hoveyounda morehan one ":E‘E;::;' cell) Join us as we welcome back Mike Olden, American Reporting

been used? credit history? recently?

Company's (ARC) vice president of sales & education, to answer the
most frequently asked questions about credit scores and credit
reporting.

A 800+ funding). To eliminate these solicitations, it is best to contact each : B ; ; i i di .
Credit Score Study Guide B 740-799 organization directly. During this 60-minute webinar, Mike will discuss:
C 670-739

= Trigger leads and how LOs can help consumers today

Soft hit credit reports

Current timeline for credit score modernization

How lenders can reduce credit reporting costs

Best practices for lenders to avoid delays before and after pulling
credit

Available to download:
* Presentation handout
» Credit reporting resources
« About FICO scores and inquiries
+ Example of an "opt out" letter from LO




Credit Resources

Free Credit Reports: www.annualcreditreport.com

Learn about FICO: www.ficoscore.com/education

Credit Counseling: https://hud.gov/counseling

Learn about Vantage 4.0 scores: https://vantagescore.com/lenders/why-vantagescore/our-models/

Learn about FICO 10T: https://www.fico.com/en/ficoscorel10

Take a quiz: http://www.creditscorequiz.org/



http://www.annualcreditreport.com/
http://www.ficoscore.com/education
https://hud.gov/counseling
https://vantagescore.com/lenders/why-vantagescore/our-models/
https://www.fico.com/en/ficoscore10
http://www.creditscorequiz.org/
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What are your biggest challenges when it comes to

appraisal review?




Answers:

a) The condition of the
property is compared to

How are condition ratings ) :'aF S Csmpzfab‘es
o o - atings are based on any
aSSIgned by an appralser ® deferred maintenance

found at the subject
property
c) Each propertyis rated as a

whole, based on the merits
of the improvements

17 MORTGAGE GUARANTY
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Fannie Mae Originating & Underwriting Pricing & Execution Delivering Servicing Learning Center

Home / Originating & Underwriting / Appraisers / Noble Appraiser Video Series

Originating & Underwriting Appraiser Overview

Noble Appraiser Video Series

e Learn More

Resources

* Property Condition Ratings

Common misunderstandings about Fannie Mae policies can lead to unacceptable appraisal Reference Guide
practices. Watch the Noble Appraiser vanquish those myths in our ongoing series. e Property Quality Ratings Reference
Guide

The Noble Appraiser Series

The Isktop
Appraisal Discovery

The Desktop Appraisal Discovery
Watch the Noble Appraiser explore the benefits of performing desktop appraisals

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Can you explain comps? How are they
selected for a property?

For example: I’ve had a situation
where the property was dilapidated,
but the comps were newer. Could the

value be disputed?

MORTGAGE GUARANTY
INSURANCE CORPORATION



Pop quiz #4

If a comparable closed over
12 months ago, it cannot
used by an appraiser.

20

Answers:

a) True
b) False

MORTGAGE GUARANTY
INSURANCE CORPORATION
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If we are not using income from an
ADU, what information is required
within the appraisal report?

MORTGAGE GUARANTY
INSURANCE CORPORATION
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With the new ROV requirements,
what impact do you foresee this
will have on additional time added
to the industry?

MORTGAGE GUARANTY
INSURANCE CORPORATION



Lender responsibilities for ROV

=  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
= Define turn-time expectations

= 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

Mortgage Guaranty
Insurance Corporation Fannie Mae SEL-2024-03 and Freddie Mac Bulletin 2024-6
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Are borrowers allowed to do their own
repairs and provide their own
invoice/receipt for a Borrower Attestation?

MORTGAGE GUARANTY
INSURANCE CORPORATION



Answers:
If an appraisal update E; ﬁj
(Form 1004D) reports an o ke

increased value, can the
higher value be used to
underwrite the loan?

25 MORTGAGE GUARANTY
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What? New UAD and URAR

Appraisal
evaluation

future

Improving quality and consistency

When? Q4 2025

26 MORTGAGE GUARANTY
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Appraisal
resources

A 4

MGIC

Watch this webinar recording
How to Review an Appraisal

Recorded on 11/21/24

During this webinar, you will get the tools you need to help build and
strengthen your appraisal evaluation skills. The more familiar you
become with typical secondary market guidelines, learn what valuation
methods are available, and develop a deeper understanding of certain
cautionary items that help identify potential problems, the better you
will be at evaluating an appraisal.

In this 90-minute session, you will:

e Learn what the lender's responsibility is during an appraisal review

¢ Analyze the Uniform Residential Appraisal Report (URAR 1004/70),
including interior and exterior photos, location map and floor plan
sketch

Available to download:
« Presentation handout
e Appraisal checklist
e Activity
e Participant manual

APPRAISAL REPORT CHECKLIST Nm

This checklist is dagignad t help you raview the folowing porsaes! rapors: Unifarm Residantial and Menufacturad Home. Checklist Bnawem printsd in bius
Daldface designats cautionary itsma that may reguine dditional Camment by & GparGaer and furthar review.

Bomower Name:
Subject Property Address:
Subject Section
1. Daoths property adomes and seler BOMCWANs’ Names match the loan fis? Oves Bwno
2. I the burer or seler en LLS of BvYES DONO
5. Arethers any Spacial Avsesemants® BYES DONO
4. How erethe property rgnis sporeasdt O Fes Simple [0 Leagahold [ Other
5. Haw been offarad far i menthe? DYES DONO
Contract Section
5. Did aporeamer snalze the o o Oves Bwno
7. [ the contract an arms bength sale’ OYES EINO
5. Dot tha ownar of FUBEC 18cord match tha saliar namas o the controct? OvEs HENO
5. mthers any i being paid Darty on benalf of tha barrowsr BYES DONO
T nome, i B ivDice OYES EHO
Meighborhood Section
1. s the Iocation rural ar lees than Z5% buikt up? OvEs Owo
12 Are proparty values dacknng? D YE: DONC
13. refiact an DyEs BnNO
14 % the marksting time mars than six montne? OYES DONO
15 la the uales price within the neighborhood price ranga? OvES EHNO
16 Dama canfarm ta the uass OvYES EINO
17 Ars thars oy Ragativs commants in tha Nsighearood saction? BYEE: DONO
HUD Dats Platz (Manufactured Home Appraisal Report Only)
18I the HUD Dats Flots/Comaliance Cartificate attachad to ths dwaling? Oves Eno
5. 18 & HUD Certificta Iabal attached to the exaarsar of 8ech aecton of the dwalling? QO YES QNO
20. D ths Wind, Roof Load Grd Thermail Zane maet mini for tha location of the Gubjsct property? OvYES ENO
Site Section
21. i the zoning ratsd lagal nonconforming ar dlegsl? Bves QnNo
22 s the pressnt use tha highest and baat Lse™ B YES @ NO
23, Are the Utiiiss and,/or Off-2its Improvamants publics OYES EINO
24. ' the propsty in & 2pecisl Ficed Hazand area? BvYES DOINO
75 Are there Gmy dverns Camments, 8.2, Sriranmantal conditons, (and LGes, SEAemEnts, view, 81| in the Sits aecton® [EYES QND
If Manufactured Home
26 are iz, ger in market arsa? OveEs @ENO
7. ia thers aoeg icular acoess OYES @HO
2B, Is the straet property OYES EINO
Improvernants Section
25 Dosa the Condition Rating of C1-C8 meet guidslines or invaster critara? OveEs @ENO
30, Are thers any comments indicating advarse propsry conditions (8.2, seftlemant, demprsss, rapeirs, ste. )t BYES DONO
1. Are thers any Iivaniity, soundness or structural intsgrity of the propsry? [0 YES  DINO
32 Doou the prope BYES EINO
33, ¥ manufaotuned home, doss the Desigh (stis) indicats the number of sections as ona’® BYES BN
Sales Comparnison Approach
34. _Dosa the Quality Rating of G1-08 meet Suidsiines or invastor critarie? Oves Bno
55, Are the COMPErEhie sakes [Ccatad wikhin an acosptabls distencs fram the sulisct? O YES EHNO
5B the smles pr living area for i OYES EINO
37. [Did the appraiesr uss ondy data or verification SOUrCes that ars nor-pulic or non-MLE such a& builder or devaloper? BYES QENO
B, Arethare thres com gara¥le sales thatlhave clowed sitnin the Wetei manthe craEpragriats ine fame fercurrantmarket condtinns? QI YES  EINO
55, Dud the SpprEiesr seisct @ reting and factor for Both location end visw? 0 YES NO
40, Are imil jact in Iocation, deaign, Gge. sizs, room count Gnd Gmanitest O YES NO
41, Dd the appreimer siplin P OvYeEs ENO
4z e GUGRC BMODAMY i in 6 Controlied marke, i there G 19GGt 0na COMBGTALIS ale SUis e ANt Cf the devalper BUISS  peo g

or propary eallsr?

#f the subjent propery 2 are thers & mini twa I hemss
42 yith wimiar tegturss inclugng overall guality and condition® BOves Eno

44 the subjact e unusual fectursa, did the Gopraiser provids. I with Gimiar OYES EIHO




Appraisal resources

Fannie Mae UAD https://singlefamily.fanniemae.com/delivering/uniform-mortgage-data-program/uniform-appraisal-dataset

Freddie Mac UAD page: https://sf.freddiemac.com/tools-learning/uniform-mortgage-data-program/uad

UAD and Forms Playbook: https://sf.freddiemac.com/docs/pdf/requirements/uad_partner_playbook.pdf

Training: https://www.fanniemae.com/course/singlefamily/uadtrainingfiles/story.html

URAR layout: https://singlefamily.fanniemae.com/media/document/zip/appendix-c-1-urar-layout

Samples: https://singlefamily.fanniemae.com/media/document/zip/appendix-d-1-urar-sample-scenarios-and-xml-files



https://singlefamily.fanniemae.com/delivering/uniform-mortgage-data-program/uniform-appraisal-dataset
https://sf.freddiemac.com/tools-learning/uniform-mortgage-data-program/uad
https://sf.freddiemac.com/docs/pdf/requirements/uad_partner_playbook.pdf
https://www.fanniemae.com/course/singlefamily/uadtrainingfiles/story.html
https://singlefamily.fanniemae.com/media/document/zip/appendix-c-1-urar-layout
https://singlefamily.fanniemae.com/media/document/zip/appendix-d-1-urar-sample-scenarios-and-xml-files

Get a free Ml quote Explore training | Connect

Ty

Mn Y EIREVC G | MGIC account manager

mgic.com/contact

mgic.com/MIQ mgic.com/training b Training email
training@mgic.com
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