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FHA:

TOPICS IMPACTED IN THIS BULLETIN

FNMA and FHLMC Products 9 FHA/VA 9
Mortgage Insurance USDA 9

Other 9 Underwriting Guidelines 9

FHA Single-Family Handbook, Guideline Changes

FHA has published the complete version of its Single Family Housing Policy Handbook (HUD Handbook
4000.1) to become effective for FHA case numbers assigned on or after 9/14/15. For all channels,
case numbers must be assigned by 5:00 p.m. EST on 9/12/15 for current guidelines to apply.

The following link includes the most recent HUD announcement on the handbook publications (HUD
Announcement). The Handbook Publication link is available for review: Handbook 4000.1.

UHM has provided posted internal training to include the distribution of a UHM FHA Handbook
Changes Summary Guide which is posted in the FHA Folder in the Investor & MI Section of PartnerNet.

FNMA/FHLMC: Fannie Mae Selling Guide Updates (SEL-2015-09)

The Selling Guide has been updated to include changes to the following:

•Self-Employed Income
•Project Eligibility Review for Attached Planned Unit Developments
•Cash Back Pair-offs on Mandatory Whole Loan Commitments
•Miscellaneous Selling Guide Updates

Each of the updates is described below. The affected topics (and specific paragraphs) are noted for
each policy change. Lenders should review each topic to gain a full understanding of the policy
changes. The updated topics are dated August 25, 2015.

� Self-Employed Income, Implementation of Policies on or after February 1, 2016

Fannie Mae has updated the self-employment income policies published in December 2014 regarding
how to calculate and document self-employment income, including the parameters under which
business income without a history of distribution may be included to qualify self-employed borrowers.

This policy update provides an alternative approach that lenders may follow for borrowers who do
not show a history of receiving distributions of business income provided certain conditions are met.
Specifically, in order to include business income to qualify a self-employed borrower who does not
have a history of receiving business income, the lender must confirm the borrower has access to the
business income and the business must have adequate liquidity to support the withdrawal of
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earnings.

The approach and instructions published in December 2014 for self-employed borrowers who can
provide a documented history of receiving distributions of business income remains in effect, as
another approach lenders may follow when qualifying these borrowers.

A minor clarification has been made to broaden a reference to “salaried income” in a section that
addresses when lenders need to prepare a written evaluation of self-employment income. We now
refer to borrowers who are qualified using only “income that is not derived from self-employment”.
For example, when qualifying borrowers using only retirement income to qualify, no written
evaluation of secondary self-employment income is required.

In addition to these updates, the Selling Guide has been updated to reflect that only the most recent
year of individual and business federal income tax returns will be required for certain Desktop
Underwriter® (DU®) loan casefiles, provided the tax returns show at least 12 months of self-
employment income and the lender completes the Fannie Mae Cash Flow Analysis (Form 1084) or any
other type of cash flow analysis form that applies the same principles. This flexibility will become
available in DU in a future release, and will be communicated to lenders in the associated release
notes.

Lastly, the December 2014 version of the Cash Flow Analysis (Form 1084) has been revised to
incorporate these policy updates and improve ease of use.

Updated Selling Guide Topics

•B3-3.1-09, Other Sources of Income (Schedule K-1 Income)
•B3-3.2-01, Underwriting Factors and Documentation for Self-Employed Borrower (Analysis of
Borrower’s Personal Income, Income Verification for Self-Employed Co-Borrowers)
•B3-3.2.1-01, General Information on Analyzing Individual Tax Returns (Removed Cash Flow Analysis
Form 1084)
•B3-3.2.1-08, Income or Loss Reported on IRS Form 1065 or IRS Form 1120S, Schedule K-1 (Income or
Loss Reported on IRS Form 1065 or IRS Form 1120S, Schedule K-1, Documentation Requirements)
•B3-3.2.2-01, Analyzing Partnership Returns for a Partnership or LLC (Evaluating the Business Income,
Borrower’s Proportionate Share of Income or Loss, Adjustments to Business Cash Flow, Income from
Partnerships, LLCs, Estates, and Trusts)
•B3-3.2.2-02, Analyzing Returns for an S Corporation (Evaluating the Business Income, Borrower’s
Proportionate Share of Income or Loss, Adjustments to Business Cash Flow)
•B3-3.3-01, Income and Employment Documentation for DU (Self-Employment Income)

Effective Date: On March 24, 2015, Fannie Mae delayed the mandatory implementation of the self-
employed income policies announced in December 2014. Lenders had the discretion to choose to
move forward with implementation of some or all of the changes. With these latest updates, lenders
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are now encouraged to implement all of the self-employed income policies immediately (with the
exception of the DU update referenced above), but must do so for mortgage loans with application
dates on or after February 1, 2016.

� Project Eligibility Review for Attached Planned Unit Developments

The current Planned Unit Development (PUD) review policy requires lenders to conduct a review of
the ineligible project characteristics list to confirm that attached PUDs meet Fannie Mae’s project
eligibility requirements. Detached units in PUD projects are not subject to this review requirement.
Fannie Mae re-evaluated this policy and is now aligning the requirements for attached and detached
PUD projects. As a result of that effort, the requirement that attached PUDs be reviewed against the
ineligible projects criteria has been removed.

Updated Selling Guide Topics

•B4-2.1-02, Ineligible Projects (List of Ineligible Project Characteristics)
•B4-2.3-01, Eligibility Requirements for Units in PUD Projects

Effective Date: This update is effective immediately.

VA: VA Guaranty Entitlement Reminder

The amount of guaranty on VA Loans must be at least 25 percent of the purchase price or
appraised value, whichever is less, on purchase and new construction Loans. The 25 percent
threshold must cover the loan amount including the funding fee.

A new VA Entitlement Calculator is available and posted in the Shared Docs Section of PartnerNet.

USDA: USDA Guarantee and Annual Fee Reminder

USDA loans with condition commitments issued on and after October 1, 2015 will be subject to the

following changes:

• Purchase and Refinance Transactions
� Upfront Guarantee Fee: Changing from 2.0% to 2.75%
� Annual Fee: Remains .50%
� As is standard with USDA fee changes, the fee structure will be determined by the

commitment date, not by the origination date.

Current files originated must include the updated guarantee rates.

The Guaranteed Underwriting System (GUS) was updated on August 26, 2015 to allow lenders to
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select and underwrite at either the 2 percent or 2.75 percent upfront guarantee fee structure. To
avoid the possibility of having to re-underwrite loans and resubmit documents as explained in the
“Impact” section below, UHM will communicate with Rural Development (RD) State Offices to
determine which guarantee fee schedule should be utilized for GUS submissions through September
30, 2015. The determination will be based on the current processing timeframes in each state. Some
RD State Offices are currently working through a backlog of guaranteed applications, and lenders in
those states will need to begin processing loans using the 2.75 percent upfront guarantee fee when it
is estimated that RD will be unable to issue a conditional commitment prior to the close of business
on September 30, 2015.

Other: Manufactured Qualifying Criteria and Home Requirements

An additional adjustment was completed to the Freddie Mac and Ginnie Mae Overlays acknowledging
that Manufactured Homes built before June 15, 1976 are excluded as an option for financing with
UHM in all channels.

Kentucky Storms and Tornadoes

On September 1, 2015 the Federal Emergency Management Agency (FEMA) announced that federal
disaster aid has been made available to the state of Kentucky to supplement state and local recovery
efforts in the area affected by storms (see FEMA website).

In reaction to Kentucky severe storms, please refer to the UHM Disaster Policy in the Lending Guide
for product specific appraisal requirements.
West Virginia Late Fee

On March 31, 2015, the Governor of West Virginia signed Senate Bill 542 which provided clarification
to the WV Consumer Credit and Protection ACT. The statue includes setting the allowable
delinquency charges on consumer loans as well as the number of days at which a delinquency charge
may be collected. Prior statutes allowed for a delinquency charge equal to 5% of the portion of the
installment payment that is overdue, but not more than $15.00.

Beginning June 12, 2015, the maximum collectable amount increased from $15.00 to $30.00 and is
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collectable if the Note holder has not received the full amount of the monthly payment by the end of
10 calendar days. As a reminder, Government loans have different late charge limitations.

Loan Type Late Charges

Conventional After 10 days, 5% of the unpaid amount of the installment,
not to exceed $30.00

Government After 15 days, 4% of the unpaid amount of the installment,
not to exceed $30.00

Mortgage
Insurance:

No Updates at this time.

Recent Releases: 1. Updated Freddie Mac and Ginnie Mae Overlays
2. Compliance Corner:

� Revised UHM Hazard, Condo, HO6 and Flood Insurance Guidelines in the Legal and
Closing Section of PartnerNet

3. Underwriting Corner:
� Updated VA Entitlement Calculator, posted in the Shared Docs Section of PartnerNet
� Fannie Mae SEL-2015-09 Selling Guide updates and exhibits
� OHFA DPA Policies and Procedures Guides

4. IT Technical Corner:
� Encompass Release Notes for the TRID implementation

Forthcoming
Releases:

1. TRID Integrated Disclosure and Compliance Manual

Reminder: All scenarios cannot be addressed, please continually review any and all internal and external
updates.


