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General Policy

The Reunion underwriting guidelines that follow clearly define our criteria for underwriting Loans.
Our guidelines basically follow Fannie Mae and FHA standard guidelines. This Manual contains
only those underwriting guidelines that deviate from the published policies of Fannie Mae, and
FHA. These underwriting guidelines may change from time to time to meet our requirements as
needed. We reserve the right to update our underwriting guidelines periodically to meet Reunion’s
guidelines.

For each Loan delivered to Reunion, the Loan must meet all the requirements as outlined within
the Product Guidelines in addition to meeting the underwriting guidelines as published within this
section. In the event that the selected Product Guidelines require different parameters than those
stated within the Underwriting Section, the more conservative guideline will apply

Loan Eligibility

Loan Application Review
The initial loan application submitted for underwriting must be reviewed during the underwriting
process to ensure it is complete. It must be signed and dated by the borrowers and interviewer.
= A full two-year history of employment and residency is required and all personal
information for each borrower (social security number, date of birth, address, and
education) must be complete.
= All declaration questions must be marked as well as whether the application was taken
face-to-face, by telephone, or by mail. All applications must be signed by the borrower(s).
= The interviewer's name and employer must be completed in all cases.
= In compliance with the Secure and Fair Enforcement of Mortgage Licensing Act (SAFE
Act), the Mortgage Loan Originator (MLO) and the Company unique identifier numbers
(UIN) must be provided
= The final application for closing must adhere to the requirements above, including the
borrower's complete and accurate financial information relied upon by the underwriter,
and be signed and dated by all borrowers
= All transactions must be reviewed for reasonability as part of the underwriting process.
The feasibility of occupancy claims and the overall financial picture of the borrowers must
be reasonable. Where conflicting information exists between or within documents, an
adequate explanation must be obtained and documented in the loan file.
= All documents in the origination file relevant to underwriting must be reviewed for signs of
alteration or fabrication. Where conflicting information exists between or within
documents, an adequate explanation must be obtained and documented in the file.

Fraud
Fraud is the intentional misrepresentation of facts that are material to the underwriting decision on
a loan. Fraud may be committed for profit or simply to qualify an otherwise ineligible borrower for
a loan. Reunion has a Zero Tolerance Policy on matters relating to fraud or misrepresentation.
Examples of fraud or misrepresentation include but are not limited to:

= Forging signatures

= Assisting in preparing income documentation / verifications

= Falsification of bank statements and / or assets

= Failure to disclose borrower's liabilities

= Knowingly misrepresenting occupancy of the property in question

= Failure to disclose or act upon know instances of fraud or misrepresentation

=  Colluding with appraiser to inflate values

=  Any violation will result in termination of the broker agreement.

Loan Churning
Loan churning is defined as the practice of lenders encouraging multiple refinances during a short
period of time. Reunion prohibits the churning of loans. Examples of loan churning include:
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An applicant purchasing and/or refinancing multiple owner-occupied properties within a
12- month period.

Funding a refinance or home equity transaction then applying for subsequent purchase
transaction.

Solicitation by a Loan Officer to refinance a six-month ARM every six months.
Solicitation of the refinance of a home equity loan multiple times or with no tangible
benefit to the borrower

Age of Documents

Initial Application (1003) may not exceed 120 days as of the date of the Note

Credit report must be dated within 60 days of the date of the Note

Income documentation (i.e. paystubs) must be dated within 30 days of initial application
and no more than 90 days as of the date of the Note

Asset documentation must be dated within 45 days of the initial application and no more
than 90 days as of the date of the Note

Appraisal may not exceed 120 days as of the date of the Note. An update of value is
required if the appraisal is more than 90 days as of the date of the Note

Title Report must be dated within 30 days of initial application and no more than 90 days
as of the date of the Note

Loan Size

High-Balance

Agency loan limits are set by Fannie Mae and Freddie Mac, which are subject to change

on an annual basis. Minimum loan amount is $50,000. Current loan limits are as follows:
Units Max Loan Amount

$417,000

$533,850

$645,300

$801,950

$625,500

$800,775

$967,950

$1,000,000 *

High-Balance mortgages must meet the limit set for each County.

FHA loan limits are determined per County by HUD. *

Standard

A WNEPPMAWNPE

* Reunion maximum loan amount is $1,000,000. Fannie Mae and FHA have higher limits.

Maximum Exposure / Multiple Loans

Maximum of $1,000,000 total Reunion financing to any borrower

Maximum of 4 Reunion loans to any borrower regardless of program type
Borrower is limited to two loans with financing > 80% LTV/CLTV/HCLTV
Maximum of 10% concentration in any one condominium project to all borrowers
Owner occupied primary residence: No limit on the number of financed properties
Second home or investment property, see program specific Product Guidelines

Mortgage Insurance

Conventional loans with LTV greater than 80% require Mortgage Insurance unless
specified in the Product Guidelines (i.e. HomePath Mortgage and DU Refi Plus).
Reunion cannot guarantee the ability to obtain mortgage insurance on every file due to
the rapid guideline changes in the Mortgage Insurance industry. Use the links on our
Mortgage Insurance Partners page to access Ml eligibly and pricing.

Premium Types

» Zero up front monthly non-refundable

» Single Premium non-refundable

Eligible Mortgage Insurance Companies

» Genworth

> MGIC
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» Radian
» United Guaranty
Standard Mortgage Insurance Coverage:

LTV > 20 Year Term <20 Year Term
>95 - 97% 35% 35%
>90-95% 30% 25%
>85-90% 25% 12%
>80-85% 12% 6%

Minimum Mortgage Insurance (less than Standard Coverage) may be allowed when
indicated in the agency AUS findings. Refer to Product Guidelines for eligibility and Rate
Sheet for Price Adjustment

y Flips

Property flips are a form of fraud where a buyer obtains a property at one price, may or
may not complete some minor repairs and within a short time, then resells the property to
a related party. This usually occurs with multiple properties located within a short
distance, thus creating an inflated market with supporting comps. Ultimately, the property
is sold to a legitimate buyer at an above market price.

If the property value increase exceeds 20% and the subject property has been conveyed
within 12 months, particular attention should be applied to the appraisal review. Refer to
specific program guidelines for additional requirements.

The appraiser should provide comments regarding the reasons and condition that led to
the increase in value.

Borrower

Adding/Removing Borrowers on Application
Borrowers may not be added or removed from an application. A new application must be
submitted.

Borrow

er

Borrowers must be natural persons. Corporations, estates, life estates, limited or general

partnerships, trusts, not-for-profit organizations, schools, churches, etc., are ineligible.

The borrowers must have attained legal age according to local and state jurisdiction and

be able to enter into a binding contract prior to the execution of the Note and Security

Instrument.

Maximum number of borrowers on a loan is four

Borrowers may take title to the property as joint tenants, tenants by the entireties, tenants

in common, or as individuals. Title may also be held in an inter-vivo revocable trust (living

trust).

Title may not be held in the name of a corporation or partnership.

Borrowers must obtain fee simple title to a property constituting the security. For Loans

secured by properties held in leasehold estate, refer to the Property section.

All borrowers are required to sign the Note and the Mortgage/Deed legally binding them

to repay the loan.

All owners of the property, including non-borrower owners, are required to sign the

mortgage, deed of trust, or other security instrument.

A valid Social Security Number (SSN) is required for all borrowers — Reunion to verify

the validity of the SSN for each borrower as follows:

> Each loan submission must contain a signed authorization for each borrower to verify
each borrower’s social security number

> All loans must contain verified Social Security numbers for all borrowers. Loans will
not be funded with any discrepancies

12/15/11 Page 7 of 41



‘: Reunion Mortgage

Co-Borrower
= A co-borrower, also referred to as a co- or joint applicant, is a person who has applied
jointly with the applicant for shared or joint credit, and who takes title to the security
property. A co-borrower must sign the Note and Security Instrument.
= Co-borrower information must be provided when:
> The income or assets of a person other than the borrower will be used as a basis for
loan qualification;

Co-Signer
= Co-signers or guarantors are ineligible.
= An applicant who does not take title to the security property is considered a cosigner.

Ineligible Borrowers
There are individuals to whom credit cannot be extended under any circumstances. Loans to the
following are not permitted:
= Applicants acting as vendors providing services on their personal loan that is being
originated
= lllegal aliens: People residing in the US without permission
= Diplomatic Immunity: Individuals with diplomatic immunity
= Non-US citizens that do not meet eligibility requirements of the Eligibility Classification
chart
= Borrower that does not have a valid Social Security Number
= Borrower(s) that are party to a law suit

Non-Borrower Spouse or Domestic Partner
When a married applicant applies for a mortgage in their name alone, without involving the
applicant’s spouse, the spouse is referred to as a non-borrower spouse. A non-borrower spouse
may have rights in the property, either as a co-owner of the property or because state community
property or marital rights laws. Reunion’s lien must always be superior to that of the non-borrower
spouse.
= If the non-borrower spouse is to be listed on the title as a co-owner, Reunion requires the
non-borrower spouse to sign the security instrument—in all states. Note: Reunion
cannot require a non-borrower spouse who is a co-owner of the property to sign a
quitclaim deed.
= |f the non-borrower spouse is not listed on the title, Reunion does not require the non-
borrower spouse’s signature on the Security Instrument, unless it is necessary under
state law to obtain a valid security interest.

Non-Permanent Resident Alien
A non-permanent resident is a non-U.S. citizen who enters the United States for specific periods
under the terms of a Visa. A non-permanent resident status may or may not permit employment.
Non-permanent resident, who are permitted employment and meet the guidelines listed below,
are only eligible for a primary residence or second home. Borrowers that are not US Citizens may
not be eligible for all loan programs. Refer to the specific Product Guidelines for eligibility
restrictions.
The mortgage must satisfy our basic underwriting guidelines with respect to income stability and
continuity, credit history, and cash reserves. Borrowers must be employed in the United States.
The source of income must be verified and expected to continue for at least 3 years. A 2-year
credit and income history is required.
Only documentation which satisfies the same basic standards for authenticity, accuracy, and
completeness that applies to other types of documentation should be considered.
The following guidelines apply to all non-permanent residents

= Avalid Social Security number is required
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= Documentation to support that the Borrower is eligible to work in the U.S. as evidenced
by an un-expired Employment Authorization Document (EAD) issued by United States

Citizenship and Immigrations Services (USCIS). For further information, see

www.uscis.gov. Acceptable visas are H-1, H-2A, H-2B, H-3, L-1, E-1, and G series.

» If the authorization for temporary residency status will expire within one year and a
prior history of residency status renewals exists, continuation may be assumed. If
there are no prior renewals, the likelihood of renewal must be determined, based on
information from USCIS

» Borrowers sponsored by a specific employer do not need an EAD. A valid passport, a
letter from the employer/sponsor and an 1-94 or I-797 form proving they may work in
the U.S. are acceptable in lieu of the EAD

» A Social Security card may not be used as evidence of eligibility of employment; the
USCIS EAD must be used

= In addition to the above, individuals with one of the following special visa classifications
are also eligible non-permanent residents

Refugees

« Form I-94 stamped with employment authorization; or

« Foreign Passport stamped “Admission for Permanent Residence” with an un-expired
date or an Employment Authorization Document.

Asylee

o Form I-94 stamped with employment authorization; or

o Copy of Employment Authorization document.

= Canadian and Mexican citizens who are working in the United States under the terms of
NAFTA must be treated as non-permanent resident aliens when determining their
eligibility. NAFTA workers must provide a NAFTA Worker’s visa.

= Currently reside in the United States legally.

= Currently are employed in the United States. The source of the income must be verified
and must be expected to continue for at least 3 years

= Have a 2-year work history in the U.S.

= Satisfy our basic underwriting guidelines with respect to income stability and continuity,
credit history, and cash reserves. Standard documentation authenticity, accuracy, and
completeness apply.

= Anindividual classified under Diplomatic Immunity, Temporary Protected Status,
Deferred Enforced Departure or Humanitarian Parole is not eligible.

Non-Occupying Co-Borrower
= Non-occupant co-borrowers are allowed. Refer to specific Product Guidelines for
eligibility and restrictions.

Permanent Resident Alien

Permanent Resident Alien (PRA) is defined as an individual who, though not a U.S. citizen, is
granted the right to work and live permanently in the United States. The US Citizenship and
Immigration Services (USCIS) refers to these individuals as “immigrants.” Borrowers that are not
US Citizens may not be eligible for all loan programs. Refer to the specific Product Guidelines for
eligibility restrictions.

The mortgage must satisfy our basic underwriting guidelines with respect to income stability and
continuity, credit history, and cash reserves. Borrowers must be employed in the United States.
The source of income must be verified and expected to continue for at least 3 years. A 2-year
credit and income history is required.

Additional credit, asset and income references needed to make an informed credit decision may
be obtained from a foreign country if the borrower has not been employed for a full 2 years in the
U.S. Only documentation which satisfies the same basic standards for authenticity, accuracy, and
completeness that applies to other types of documentation should be considered.

Evidence is required to demonstrate a PRA’s legal right to live and work in the United States. It
includes one of the following:
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Permanent Resident Card (USCIS form 1-551)

» May be issued as a conditional right to reside for individuals seeking residency
through marriage to a U.S. citizen/permanent resident or based on a financial
investment in a U.S. business.

« These cards will have an expiration date and are valid for two years.

« Atthe end of the two years the individual must apply for an unconditional right to
reside or risk losing their permanent resident status.

« Cards that are due to expire within 90 days must be accompanied by a copy of
USCIS form I-751 (Petition to Remove Conditions on Residence) or USCIS form
[-829 (Petition by Entrepreneur to Remove Conditions) filing receipt.

» Cards may be issued without conditions and are valid for ten years.

« Cards that are due to expire within 6 months must be accompanied with a copy
of USCIS form 1-90 (Application to Replace Permanent Resident Card) filing
receipt.

» There are numerous versions of the 1551 card that are no longer issued but are
considered valid as long as unexpired.

« Cards that are due to expire within 6 months must be accompanied with a copy
of USCIS form 1-90 (Application to Replace Permanent Resident Card) filing
receipt.

» Unexpired Foreign Passport
o Must contain an unexpired stamp reading “Processed for I-551 Temporary

Evidence of Lawful Admission for Permanent Residence. Valid until mm-dd-yy.
Employment authorized.”

Power of Attorney (POA)

Only specific Powers of Attorney are acceptable

If one borrower on transaction a POA is not be allowed

At least one borrower, not a POA, must sign the loan docs

When using a Power of Attorney the borrower must have signed the initial application
Title Policy must insure over its use

POA not allowed on Texas Section 50(a)(6) transactions

POA not allowed on loans vested in Trust

Revocable Trusts

Eligibility Requirements

» At least one individual establishing the trust must be used to qualify for the Loan.

» The property must be a primary residence or a second home. Investment properties
are not eligible.

» The title insurance policy for the Mortgaged Premises may not list any exceptions
arising from the trust ownership of the property.

» Full title to the property must be vested in Trust (not individual(s) and Trust)

» Revocable Trusts are allowed on single unit properties only.

Loans vested in a Trust are not allowed to close using a Power of Attorney

A complete copy of the trust documents, or in jurisdictions that require a lender to review

and rely on an abstract or summary of trust documents instead of the trust agreement, a

copy of the abstract or summary

A copy of any trust documents that the title insurance company required in making its

determination on the title insurance coverage.

Review of Trust Agreement: The Underwriter will examine either the trust agreement, or

the abstract or summary of the trust agreement and determine that the living trust

addresses each of the following matters:

» The trustee is authorized to borrow money, or purchase, construct or encumber
realty.
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» The beneficiary either does not need to grant written consent for the trust to borrow
money, or, if such consent is required, it has been granted in writing for purposes of
the Mortgage.

» The settler has retained power to revoke or alter the trust.

» There is no unusual risk or impairment of lenders' rights (such as distributions
required to be made in specified amounts from other than net income).

» Holding title in the trust does not diminish Reunion’s rights as a creditor, including the
right to have full title vested to us should foreclosure proceedings have to be initiated
to cure a default under the terms of the mortgage.

= Title policy must assure full title protection and must indicate that title to the property is
vested in the names of the trustee(s) of the revocable trust. The policy may not list any
exceptions to the trustee(s) or trust.

= Each trustee of the trust must execute the Note, Deed and any necessary addendum
and/or rider. If the trustee is both a grantor/trustor/settlor of the trust and an applicant (as
in most cases) they must sign the required documents similar to the following:

(Name of Trustee/Individual), individually and as Trustee of the (Name of Trust) Trust

under trust instrument dated (Date of Trust), for the benefit of (Beneficiary of Trust)

Separated Borrower

If borrowers are separated, the file must contain the necessary documentation to determine

the division of assets, liabilities, and potential obligations.

= If the borrower is legally separated, a copy of the legal separation agreement is required
in order to exclude specific joint obligations that would otherwise be included in the
borrowers qualifying ratios.

= If the borrower is not legally separated, additional documentation is not required; the
borrower should be considered a married individual. All joint obligations must be included
in qualifying ratios and the non-borrower spouse must sign the Security Instrument, if
required by state law.

Automated Underwriting Systems (AUS)

Reunion utilizes Fannie Mae's Desktop Underwriter (DU) and Freddie Mac’s Loan Prospector
(LP) for automated underwriting. The DU and LP systems automatically underwrite loans to the
Agencies criteria.

Automated underwriting systems apply objective standards and models to the information
supplied in the application and obtained from the borrower’s credit report. The agency AUS
delivers an underwriting recommendation and accompanying conditions based on its assessment
of the borrower’s creditworthiness and adherence to program parameters. A loan with a final
agency AUS decision of Approve/Eligible or Accept generally meets the investment quality
definition if:
» The data used by the agency AUS system to produce the decision was accurate,
consistent, and supported with appropriate source documentation
» The overall transaction and supporting documentation has been reviewed to ensure
any “red flags” of potential misrepresentation were satisfactorily addressed and
resolved

Underwriting Responsibilities for AUS loans:

Analyze all information provided by the borrowers

Ensure the information provided is fully supported by documentation

Accurately calculate ratios such as loan-to-value (LTV), payment-to income (PITI),
and debt to-income (DTI)

Accurately determine income, housing expenses, and total assets/liabilities

Ensure the appraisal report fully supports the property value

Accurate data entry

Apply due diligence when reviewing the documentation in the loan file to determine if

VVVY VVV
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there is any potentially derogatory or contradictory information that is not part of the
data analyzed by the agency AUS system

» Review the borrower’s credit history to verify it contains accurate and complete
information. Action must be taken when erroneous or missing data in the credit report
would provide grounds of a decision that is different from the recommendation that
the agency AUS system delivered.

» The loan must be closed, documented, and packaged in accordance to all
requirements of the agency AUS Certificate

» The terms of the loan must match the terms of the final submission through the
agency AUS system. This includes but is not limited to occupancy type, product type,
amortization, loan term, property type, loan purpose, sales price and appraised value.

» Refer to specific Product Guidelines for any additional requirements on
documentation or eligibility

Third Party Origination Procedure for AUS findings

DO and LP findings are required to be finalized to Reunion upon submission for underwriting. If
the findings are released back to the originator, a condition will be added to the loan indicating
findings are released and need to be validated by the Underwriter after they are finalized back to
Reunion.

Loans Run Through Multiple AUS Systems:
A loan that is run through multiple agency AUS systems will be assessed a Multiple AUS price
adjustment.

Resubmission Requirements

Resubmission of information is always required if the information that was originally submitted to
the agency AUS recommendation was not true, not complete, or not accurate. In general, the
terms of the closed loan must match the data used by the agency AUS system for the final
underwriting recommendation. The loan amount, LTV/CLTV, occupancy type, product type, loan
term, property type, loan purpose, sales price, and appraised value reflected on the final agency
AUS recommendation should reflect the loan as it will be closed.

NOTE: Final Loan Prospector findings must be dated on or before the date of the Note.

Credit / Liabilities

Third Party Origination Procedure for Credit Reports
Credit Reports provided by a Third Party Originator must be issued (or re-issued) through
Reunion Direct and run through the agency AUS system to ensure accurate data. Reunion will
pull a single bureau QC Credit Report to validate current and accurate credit information.
The QC Credit Report requirement does not apply to Portfolio Conforming Fixed products.
= QC Credit Report — The QC Credit Report will be analyzed by the Underwriter. Reunion
will pull a new merged credit report if:

» There is additional debt that exceeds the 2% tolerance in DTI. However, increases
and new accounts must be accurately reflected in AUS and used in the underwriting
analysis.

» FICO variance is greater than 20 points

» There are late payments appearing on the QC Credit Report that were not on the
original credit report

= If a new merged credit report is required, the new credit report will be used for pricing and
underwriting.

NOTE: Loan Prospector does not allow the Lender to utilize the Third Party Originator’s credit

report. Reunion will pull a new credit report on all loans run through Loan Prospector at time

of submission.

Credit Report Requirements
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All credit reports must be Three Repository Merged In-File Credit Report (Tri-merge) or Full
Residential Mortgage Credit Report (RMCR) generated by DU or LP and must contain a minimum
of the following:
= Age of Credit Report:
» Maximum of 60 days at closing
» Reunion will pull updated credit report(s) as needed
=  OFAC check for each borrower
= All 3 repositories must be pulled and the credit report must use the following Scoring
Models
» Experian New Experian Fair Isaac Model (FICO II)
» Equifax Beacon 5.0
» Trans Union FICO Risk Score, Classic 04
= If not all three scores are available, the credit report must indicate that all three
repositories were accessed and that the scores were not available. See specific program
guidelines for restrictions on minimum number of scores required.
= All name and address variations per borrower must be reflected
= Safe Scan, Hawk Alert or other to verify the Social Security number per borrower
= All Social Security variations per borrower must be shown
» All Social Security number variations must be explained in writing from borrower
= The credit reports used may not have Frozen Credit. This applies to all Borrowers on all
loans. If a Borrower unfreezes his or her credit after the original credit report was
ordered, a new three-file merged credit report must be obtained to reflect current updated
information from all repositories.
= Inquiry search covering the last 120 days

Three Repository Merged In-File Credit Report (Tri-merge)
All credit data must be in an easy-to-read format that is understandable without the need for code
translations. All information in the report must be obtained from or verified by sources other than
the Borrower.
The credit report must contain the following information:
= All information in the report must be obtained or verified by sources other than the
Borrower
= The report must identify and contain information gathered from a minimum of two national
repositories (Experian, Equifax, and Trans Union) covering each area in which the
Borrower has resided during the past two years
= All available public record information, including judgments, foreclosures, tax liens and
bankruptcies must be included in the report, as well as the specific source of the
information
= The report must indicate the dates the accounts were last updated with the creditor. If the
account has a balance, the date last updated must be within 90 days of the report
= For each debt listed, the report must provide the creditor's name, date opened, amount of
highest credit, current status, required payment, unpaid balance and payment history.
The historical status must be in a “number of times past due” format. The preferred
format is “0x30, 0x60, 0x90" days late. Statements such as “current,” “as agreed” or
“satisfactory” are not acceptable by themselves
= All Inquiries made within the last 120 days must be listed in the report
= When Co-Borrowers have individually obtained credit, separate repository inquires are
necessary

Residential Mortgage Credit Report (RMCR)
All credit data must be in an easy-to-read format that is understandable without the need for code
translations.
The credit report must include the following information:
= All information in the report must be obtained or verified by sources other than the
Borrower
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The reporting agency must contact at least two national repositories (Experian, Equifax
and Trans Union) covering each area in which the Borrower has resided during the past
two years

The credit report must identify the full name, address and telephone number of the
consumer-reporting agency

The credit report must identify who ordered the report and, if different, who was billed for
it

The credit report must show the names of the repositories used and must include a
certification confirming the standards prescribed by Fannie

Mae, Freddie Mac, VA, and HUD for a “Residential Mortgage Credit Report” have been
met

The reporting agency must provide verification of the Borrower’s current employment
and, if possible, income. The report must also describe the Borrower’s previous
employment and income if it has changed in the past two years. If any information was
not verified by an employer interview, the report must indicate the reason for the lack of
verification

All credit and legal activity that has occurred in the last seven years must be contained in
the report

All available public record information, including judgments, foreclosures, tax liens and
bankruptcies must be included in the report as well as the specific source of the
information

The report must indicate the dates the accounts were last updated with the creditor. If the
account has a balance, the date last updated must be within 90 days of the report

For each debt listed, the report must provide the creditor's name, date opened, amount of
highest credit, current status, required payment, unpaid balance and payment history.
The historical status must be in a “number of times past due” format. The preferred
format is “0x30, 0x60, 0x90" days late. Statements such as “current,” “as agreed” or
“satisfactory” are not acceptable by themselves

All Inquiries made within the last 120 days must be listed in the report

The agency must interview the Borrower when there is incomplete information and/or if
the agency discovers information that indicates the possibility of undisclosed credit or
public records

Credit Score

The Credit Risk Scores used by the three national credit repositories (Equifax, Trans
Union, and Experian) produce a value in the range of 300-950. This value represents the
relative odds that an extended loan will go bad (defined as 60 days delinquent).

A minimum 620 credit score is required on all loans unless higher score is required by
program guidelines

To determine the loan file score use lower of 2 or middle of 3 to determine each
borrower’s representative score.

The lowest representative score from all borrowers will be used for qualification and
pricing.

Non-Traditional Credit
Non-traditional credit (including, among other things, no traditional or inadequate traditional credit
report information) is not allowed.

Authorized User Accounts

Payments on “Authorized User” accounts should always be included in the debt-to-income ratio
unless written documentation (i.e. 12 months cancelled checks) is provided proving that the
owner of the account is making the payments. See specific Product Guidelines for additional
requirements.

Business Debt
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A business debt is a financial obligation of a business and can be the sole responsibility of the
business or personally secured by the business owner, which makes that person also liable for
the debt. If the debt is reflected on the borrower’s personal credit report, the borrower is
personally liable for the debt and must be included in the debt to income ratios.

Debts paid by the borrower’s business do not have to be included in the debt-to-income ratios if
the borrower provides 12 months canceled checks drawn against the business account and there
is evidence that the loan has been paid on a regular basis for a minimum of 12 months.

Business debts may not have any history of delinquency and must be taken into consideration in
the cash flow analysis of the business.

Consumer Credit Counseling

When reviewing the credit history of a Borrower who is either participating in or has completed
Consumer Credit Counseling the primary objective is to evaluate the Borrower’s credit history. If a
valid Credit Score is obtained for the Borrower, no further evaluation of the Borrower’s credit
history is necessary. If a credit score cannot be obtained, the loan is not eligible.

Contingent Liability
Contingent liabilities generally exist when a borrower co-signs another person’s loan. As a co-
signer, the individual has equal responsibility in repaying the loan should the loan go into default.
= Debts indicating that the borrower is a co-signer on behalf of another party will be
counted as a recurring debt if the remaining term is in excess of 10 months.
= The debt should not be included in the debt to income ratio if the documentation in the file
clearly substantiates that the other signer is paying the debt on a timely basis. The other
party must be making timely payments to cover at least the last 12-month period. If
payments are not made on a timely basis, or if they cannot be sufficiently documented,
the debt must be included as a recurring liability.
Acceptable documentation includes:
= Copy of Note verifying borrower is not solely obligated and reflecting other party as a joint
debtor
= Documentation that the primary debtor has been making the payments for a minimum of
12 consecutive months
» Cancelled checks
» Other party’s bank statements showing monthly amounts disbursed to creditor
» Cashier’s checks clearly indicating other person as purchaser

Court-Ordered Assignments of Debt
If the borrower is no longer responsible for a payment of a debt as a result of a divorce
settlement, but has not been released of the obligation by the creditor, the debt does not need to
be included in the debt to income ratio as long as one of the following specifically assigns the
payment to another party:
= Applicable page(s) and signature page of the recorded divorce decree, or
= Property Settlement, or
= Legal Separation Agreement
NOTE: Real Property obligations (mortgages) must also be documented with evidence
the borrower is no longer an owner of the property (i.e. copy of Deed divesting ownership
is required)
At the underwriter’s discretion, additional information may be required to verify that the
responsible party is paying as obligated. The borrower’s payment history on the account prior to
the assignment must be considered in the analysis.

Credit Inquiry Policy
= Borrower must provide a detailed explanation letter that specifically addresses both the
purpose and outcome of each credit inquiry within the last 120 days.
= If anew account is established as a result of the inquiry, the terms, balance, and monthly
payment must be verified with a copy of the approval letter or recent account statement.
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» Refer to the specific Product Guidelines for additional requirements on validation
credit report inquiries
Installment Debt
= Installment debts with monthly payments that extend beyond 10 months, including debts
that are in a period of either deferment or forbearance, must be included in the debt-to-
income ratio for qualification purposes.
= Lease payments must always be included in DTI regardless of the months remaining

Loans Secured by Personal Assets

Payments for loans secured by the borrower’s personal financial assets (such as life insurance
policies, 401(k) accounts, CDs, stocks, bonds, etc.), do not have to be included in the debt ratio
calculations if the loan instrument shows the asset as collateral for the loan. The borrower may
not use the same asset to satisfy cash reserve requirements.

Mortgage Assumptions
Provided there is a formal executed assumption agreement (with or without release of liability) the
debt does not need to be included in the debt-to-income ratio if the following documentation is
obtained:

= Proof of transfer of ownership

= A copy of the executed assumption agreement, and

= A 12-month payment history for the property purchaser that assumed the mortgage

indicating timely payments has been made (i.e., via credit report).

If the property purchaser’s timely payment history cannot be verified, the mortgage payment must
be included in the borrower’s total debt ratio.

Property Settlement “Buyouts”

The borrower’s interest in a property that is ‘bought-out’ by another co-owner of the proper