Updated Lender Alert | August 30, 2024

6}“ MutuarOmana

REVERSE MORTGAGE

Part 1 — 4000.1 Updates

Please note the following changes made to several sections of the UW Lending Guide, effective for applications on or after 4/29/2024.

Section 4.5 Reviewing HECM Application Documents

Existing Guideline Updated Guideline

Below is a list of some forms that are included in the application package supplied to you from Reverse Vision or

Quantum Reverse:

e 1009/Application: This is like the 1003 used for forward mortgages but specifically altered for reverse
mortgages. All spaces must be completed except Case Number. Most information regarding race,
ethnicity and gender is necessary for HMDA reporting. LO must sign and date 4th page and complete
the interviewer section of 1009. Alternate contact on the second page of the 1009 should be
completed at application.

Section 4.6 Counseling Policies

Below is a list of some forms that are included in the application package supplied to you from the LOS:

1009/Application: This is like the 1003 used for forward mortgages but specifically altered for reverse
mortgages. All spaces must be completed except Case Number. Most information regarding race,
ethnicity and gender is necessary for HMDA reporting. LO must sign and date 4th page and complete
the interviewer section of 1009 (LO name, NMLS, phone number, and signature must be fully
completed). Alternate contact on the second page of the 1009 should be completed at application.

Existing Guideline Updated Guideline

Counseling must be completed and acknowledged by the borrower(s) (signed/dated) before the loan may be
processed or documents that would result in a fee are ordered.
e The borrowers must date the counseling cert prior to date the case number is pulled.
e  Every borrower must receive counseling and a counseling certificate.
o There are additional requirements for POAs, guardians, non-borrowing spouses.

Section 7.1 Application Requirements

Counseling must be completed and acknowledged by the borrower(s) (signed/dated) before the loan may be
processed or documents that would result in a fee are ordered.

Every borrower, NBO, NBS (eligible or ineligible), and POA (courtesy or required) must receive
counseling prior to the date the case number is pulled.
o A POA that is identified during the process — not at initial application, but after — may be
counseled when their role is identified provided the borrower(s) the POA is acting on behalf of
are mentally competent and were able and did attend counseling.

Existing Guideline Updated Guideline

In accordance with the Department of HUD regulations which amended Regulation X, RESPA 2010 changes
implemented the following elements which constitute “acceptance of an Application” for a HECM loan:
1. Borrower Name(s)
Subject Property Address
Social Security Number
Gross Monthly Income
Estimated Value of Subject Property
Date of Birth
Expected Principal Limit
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In accordance with the Department of HUD regulations which amended Regulation X, RESPA 2010 changes
implemented the following elements which constitute “acceptance of an Application” for a HECM loan:
1.

Borrower Name(s)

Subject Property Address

Social Security Number

Gross Monthly Income

Estimated Value of Subject Property / Estimated Purchase Price

Date of Birth

Calculated Principal Limit (Reverse Mortgages have fixed Principal Limit Factors and Principal Limits)



8. Expected Interest Rate 8. Expected Interest Rate (includes Rate for Fixed or Margin for ARM)
9. Product Type and Margin (if applicable) 9. Product Type (HECM vs Proprietary) and Transaction Type (Purchase vs Refinance)

[Added Section} Marital Status

Standard at initial application, the Mortgagee must:
e verify the name and age of any NBS on the Borrower’s application; and
e determine if the spouse is an Eligible or Ineligible NBS (specific to HECM, at this time Proprietary
Reverse Mortgages do NOT allow for a deferral period for NBS regardless of the concept of eligibility
as it applies to a HECM.)

An Eligible NBS may not elect to be ineligible for the Deferral Period. An Eligible NBS becomes an Ineligible NBS
and ineligible for the Deferral Period when any of the Qualifying Attributes cease to be met.

Required Documentation the Mortgagee must obtain the following:
e amarriage certificate, legal opinion certifying the validity of the marriage, or other evidence sufficient
to establish the legal validity of the marriage;
e the NBS’s SSN; and
e either the Ineligible NBS or Eligible NBS certification

Section 7.3 Parties Requiring Counseling

Existing Guideline Updated Guideline

All loan applicants who will sign the mortgage note must receive reverse mortgage counseling and receive a All loan applicants who will sign the mortgage note must receive reverse mortgage counseling and receive a
counseling certificate. Please note the following additional provisions and exceptions: counseling certificate. Please note the following additional provisions and exceptions:

All Owners Shown on Property Deed All Owners Shown on Property Deed also referred to as Borrower(s), Non-Borrowing Spouse(s) and Non-
MoOM requires that any person who is on the deed and/or title at the time of application must be counseled Borrowing Owner(s)

unless they do not and will not be occupying the property. Error! Reference source not found. MoOM requires that any person who is on the deed and/or title at the time of application must be counseled.

[Text Deletion of Qualifiers]
Non-Borrowing Owners

If a NBO will remain on title, they are required to be counseled. If they are deeding off at closing, they can Ex-spouse vested on title at time of application

choose to be counseled or provide an opt out letter. An ex-spouse reflected on title at the time of application may waive counseling only if the divorce decree is
finalized prior to application and removal/vesting update is pending a final payout as provided by the reverse

Non-Borrowing Spouse mortgage.

All non-borrowing spouses must receive HECM counseling. This requirement applies even if the subject property
is not located in a community property or homestead state. There are no exceptions. Testamentary Deeds aka Beneficiary Deeds or “Death Deeds”

Ex-spouse vested on title at time of application Life Estate



An ex-spouse reflected on title at the time of application may waive counseling only if the divorce between the
borrower and the ex-spouse was finalized prior to application and issuance of case number and the divorce
decree (which must be provided) clearly shows that the ex-spouse relinquishes all rights of ownership and
interest in the property.

Ladybird Deed

A Ladybird Deed is a life estate where the remainderman does not have power of ownership until the grantor is
deceased. Ladybird Deeds do not require any counseling of the remainder beneficiaries, nor do they require any
probating.

Ladybird Deeds are only allowed in the following five states:

e Florida
e  Michigan
e Texas

e Vermont
e West Virginia

Remainderman of Life Estate or Beneficiary Deeds

For title held in a Life Estate, MoOM requires that the Remaindermen receive counseling and any
Remaindermen of a Beneficiary Deed’s showing on title must also receive counseling and sign the cert. In rare
instances, where the Remaindermen is a minor, the Remaindermen legal guardian will receive counseling and
sign the cert.

» Note: In all cases where the mortgagor opts out of counseling, the mortgagee must include an estimate of
the increase in the mortgagor’s principal limit in the FHA case binder to document this condition for the
waiver has been met.

A Life Estate is a type of vesting where one or more individuals has an interest in the property during their
lifetime and a designated individual or individuals have a remainderman interest that may or may not be
effective at time of deed execution but are always effective when the life tenant passes.

There is a critical distinction between types of Life Estates and other Testamentary Deeds which requires title to
confirm the properties of the testamentary deed to ensure all appropriate parties are counseled (as well as
prepared for any Closing involvement.)

Traditional Life Estate

Remainderman has the power of ownership effective on the date the Grantor executes the deed amending
vesting to include their interest. A Traditional Life Estate requires all remainderman to be counseled and to
participate at Closing (there are no exceptions.)

*In a Traditional Life Estate, as the remainderman interest is effective at deed execution, it is also critical to note,
that should a remainderman predecease a life tenant their identified ownership would require probate.

Transfer on Death (TOD), Enhanced Life Estate aka Ladybird Deed, Beneficiary Deed
An enhanced life estate, which is commonly referred to as a Ladybird or Death Deed is a life estate where the
remainderman does not have power of ownership until the life tenant is deceased.

Similar to an enhanced life estate a Transfer on Death (TOD) Deed or Beneficary Deed does not provide any
ownership to the death beneficiary until the passing of the owner of record.

*A critical aspect of the Enhanced Life Estate (Lady Bird), Transfer on Death (TOD) and/or Beneficiary Deed is
that the remainderman or death beneficiary has no interest or right to the property (or asset) until the life tenant
/ current owner passes, it is also critical to note, that should a remainderman or death beneficiary predecease a
life tenant or current owner, their future interest is eliminated completely — there is no probate or succession.

Testamentary Interest (Remainderman, etc)

For title held in a Testamentary Deed (see above for types), MoOM requires that title confirm how the
beneficiary, death benefit, remainderman interest is interpreted by each state.

Please note that states have similar language, but varying interpretations and confirmation from title is required
to understand which parties must be counseled and must sign the security instruments. In rare instances, where
the Remaindermen is a minor, the Remaindermen legal guardian will receive counseling and sign the cert.



	Part 1 – 4000.1 Updates


[image: A blue and white logo

Description automatically generated]Updated Lender Alert | August 30, 2024 



 

				

	

Part 1 – 4000.1 Updates



Please note the following changes made to several sections of the UW Lending Guide, effective for applications on or after 4/29/2024.

		Section 4.5 Reviewing HECM Application Documents

		



		Existing Guideline

		Updated Guideline



		Below is a list of some forms that are included in the application package supplied to you from Reverse Vision or Quantum Reverse:

· 1009/Application: This is like the 1003 used for forward mortgages but specifically altered for reverse mortgages. All spaces must be completed except Case Number. Most information regarding race, ethnicity and gender is necessary for HMDA reporting. LO must sign and date 4th page and complete the interviewer section of 1009. Alternate contact on the second page of the 1009 should be completed at application.





		Below is a list of some forms that are included in the application package supplied to you from the LOS: 



· 1009/Application: This is like the 1003 used for forward mortgages but specifically altered for reverse mortgages. All spaces must be completed except Case Number. Most information regarding race, ethnicity and gender is necessary for HMDA reporting. LO must sign and date 4th page and complete the interviewer section of 1009 (LO name, NMLS, phone number, and signature must be fully completed). Alternate contact on the second page of the 1009 should be completed at application.



		Section 4.6 Counseling Policies

		



		Existing Guideline

		Updated Guideline



		Counseling must be completed and acknowledged by the borrower(s) (signed/dated) before the loan may be processed or documents that would result in a fee are ordered.

· The borrowers must date the counseling cert prior to date the case number is pulled.

· Every borrower must receive counseling and a counseling certificate.

· There are additional requirements for POAs, guardians, non-borrowing spouses.



		Counseling must be completed and acknowledged by the borrower(s) (signed/dated) before the loan may be processed or documents that would result in a fee are ordered.

· Every borrower, NBO, NBS (eligible or ineligible), and POA (courtesy or required) must receive counseling prior to the date the case number is pulled.

· A POA that is identified during the process – not at initial application, but after – may be counseled when their role is identified provided the borrower(s) the POA is acting on behalf of are mentally competent and were able and did attend counseling.





		Section 7.1 Application Requirements

		



		Existing Guideline

		Updated Guideline



		In accordance with the Department of HUD regulations which amended Regulation X, RESPA 2010 changes implemented the following elements which constitute “acceptance of an Application” for a HECM loan: 

1. Borrower Name(s) 

2. Subject Property Address 

3. Social Security Number 

4. Gross Monthly Income 

5. Estimated Value of Subject Property 

6. Date of Birth 

7. Expected Principal Limit 

8. Expected Interest Rate 

9. Product Type and Margin (if applicable) 



[Added Section}

		In accordance with the Department of HUD regulations which amended Regulation X, RESPA 2010 changes implemented the following elements which constitute “acceptance of an Application” for a HECM loan: 

1. Borrower Name(s) 

2. Subject Property Address 

3. Social Security Number

4. Gross Monthly Income 

5. Estimated Value of Subject Property / Estimated Purchase Price

6. Date of Birth 

7. Calculated Principal Limit (Reverse Mortgages have fixed Principal Limit Factors and Principal Limits) 

8. Expected Interest Rate (includes Rate for Fixed or Margin for ARM)

9. Product Type (HECM vs Proprietary) and Transaction Type (Purchase vs Refinance)



Marital Status 

Standard at initial application, the Mortgagee must: 

· verify the name and age of any NBS on the Borrower’s application; and

· determine if the spouse is an Eligible or Ineligible NBS (specific to HECM, at this time Proprietary Reverse Mortgages do NOT allow for a deferral period for NBS regardless of the concept of eligibility as it applies to a HECM.) 



An Eligible NBS may not elect to be ineligible for the Deferral Period. An Eligible NBS becomes an Ineligible NBS and ineligible for the Deferral Period when any of the Qualifying Attributes cease to be met. 



Required Documentation the Mortgagee must obtain the following:

· a marriage certificate, legal opinion certifying the validity of the marriage, or other evidence sufficient to establish the legal validity of the marriage;

· the NBS’s SSN; and

· either the Ineligible NBS or Eligible NBS certification





		Section 7.3 Parties Requiring Counseling

		



		Existing Guideline

		Updated Guideline



		All loan applicants who will sign the mortgage note must receive reverse mortgage counseling and receive a counseling certificate. Please note the following additional provisions and exceptions:



All Owners Shown on Property Deed

MoOM requires that any person who is on the deed and/or title at the time of application must be counseled unless they do not and will not be occupying the property. Error! Reference source not found.



Non-Borrowing Owners	

If a NBO will remain on title, they are required to be counseled. If they are deeding off at closing, they can choose to be counseled or provide an opt out letter.



Non-Borrowing Spouse

All non-borrowing spouses must receive HECM counseling. This requirement applies even if the subject property is not located in a community property or homestead state. There are no exceptions.



Ex-spouse vested on title at time of application

An ex-spouse reflected on title at the time of application may waive counseling only if the divorce between the borrower and the ex-spouse was finalized prior to application and issuance of case number and the divorce decree (which must be provided) clearly shows that the ex-spouse relinquishes all rights of ownership and interest in the property.



[bookmark: _Hlk140827926]Ladybird Deed

A Ladybird Deed is a life estate where the remainderman does not have power of ownership until the grantor is deceased. Ladybird Deeds do not require any counseling of the remainder beneficiaries, nor do they require any probating.



Ladybird Deeds are only allowed in the following five states:

· Florida

· Michigan

· Texas

· Vermont

· West Virginia



[bookmark: _Hlk140827728]Remainderman of Life Estate or Beneficiary Deeds 

For title held in a Life Estate, MoOM requires that the Remaindermen receive counseling and any Remaindermen of a Beneficiary Deed’s showing on title must also receive counseling and sign the cert. In rare instances, where the Remaindermen is a minor, the Remaindermen legal guardian will receive counseling and sign the cert.



· Note: In all cases where the mortgagor opts out of counseling, the mortgagee must include an estimate of the increase in the mortgagor’s principal limit in the FHA case binder to document this condition for the waiver has been met.

		All loan applicants who will sign the mortgage note must receive reverse mortgage counseling and receive a counseling certificate. Please note the following additional provisions and exceptions:



All Owners Shown on Property Deed also referred to as Borrower(s), Non-Borrowing Spouse(s) and Non-Borrowing Owner(s)

MoOM requires that any person who is on the deed and/or title at the time of application must be counseled.  [Text Deletion of Qualifiers]



Ex-spouse vested on title at time of application

An ex-spouse reflected on title at the time of application may waive counseling only if the divorce decree is finalized prior to application and removal/vesting update is pending a final payout as provided by the reverse mortgage. 



Testamentary Deeds aka Beneficiary Deeds or “Death Deeds”



Life Estate

A Life Estate is a type of vesting where one or more individuals has an interest in the property during their lifetime and a designated individual or individuals have a remainderman interest that may or may not be effective at time of deed execution but are always effective when the life tenant passes. 



There is a critical distinction between types of Life Estates and other Testamentary Deeds which requires title to confirm the properties of the testamentary deed to ensure all appropriate parties are counseled (as well as prepared for any Closing involvement.)



Traditional Life Estate

Remainderman has the power of ownership effective on the date the Grantor executes the deed amending vesting to include their interest. A Traditional Life Estate requires all remainderman to be counseled and to participate at Closing (there are no exceptions.) 

*In a Traditional Life Estate, as the remainderman interest is effective at deed execution, it is also critical to note, that should a remainderman predecease a life tenant their identified ownership would require probate.



Transfer on Death (TOD), Enhanced Life Estate aka Ladybird Deed, Beneficiary Deed

An enhanced life estate, which is commonly referred to as a Ladybird or Death Deed is a life estate where the remainderman does not have power of ownership until the life tenant is deceased. 



Similar to an enhanced life estate a Transfer on Death (TOD) Deed or Beneficary Deed does not provide any ownership to the death beneficiary until the passing of the owner of record.



*A critical aspect of the Enhanced Life Estate (Lady Bird), Transfer on Death (TOD) and/or Beneficiary Deed is that the remainderman or death beneficiary has no interest or right to the property (or asset) until the life tenant / current owner passes, it is also critical to note, that should a remainderman or death beneficiary predecease a life tenant or current owner, their future interest is eliminated completely – there is no probate or succession.



Testamentary Interest (Remainderman, etc)

For title held in a Testamentary Deed (see above for types), MoOM requires that title confirm how the beneficiary, death benefit, remainderman interest is interpreted by each state. 



Please note that states have similar language, but varying interpretations and confirmation from title is required to understand which parties must be counseled and must sign the security instruments. In rare instances, where the Remaindermen is a minor, the Remaindermen legal guardian will receive counseling and sign the cert.







		Section 7.17 Credit Reports and Documentation

		



		Existing Guideline

		Updated Guideline



		A credit report is valid for 120 days.

· A tri-merge credit report which includes a public record search is required with every submission.

· In addition, an OFAC search must also be included.

· A single report is acceptable for married couples.

· Non-married multiple borrowers require a separate credit report for everyone.



The credit report must evidence the following:

· Correct borrower’s name

· Date of birth

· Social Security Number

· Current address.



Any additional social security numbers and recent addresses linked to the borrower(s) on the credit report must be researched and explained with proper documentation provided. MoOM may only obtain a credit report for a Non-Borrowing Spouse or Other Non-Borrowing Household Member when his or her income will be used to reduce family size or as a compensating factor to meet the residual income requirement.

		A credit report is valid for 120 days.

· A tri-merge credit report which includes a public record search is required with every submission.

· In addition, an OFAC search must also be included.

· A single report is acceptable for married couples.

· Non-married multiple borrowers require a separate credit report for each individual UNLESS a majority of credit [RACHAEL]



The credit report must evidence the following: [RACHAEL – I THINK WE SHOULD LOOK AT THE BELOW]

· Correct borrower’s name

· Date of birth 

· Social Security Number

· Current address.



Any additional social security numbers and recent addresses linked to the borrower(s) on the credit report must be researched and explained with proper documentation provided. MoOM may only obtain a credit report for a Non-Borrowing Spouse or Other Non-Borrowing Household Member when his or her income will be used to reduce family size or as a compensating factor to meet the residual income requirement and must have an authorization for verification & SSA-89 that is fully completed, signed, and dated. 



· Note: If another household member is missing a credit score or does not have an SSN/TIN (i.e., under 18, no credit history, foreigner), then it must be escalated to Preflight for review and approval to remove from household count.































		Section 7.22  Alimony, Child Support, and Maintenance Income

		



		Existing Guideline

		Updated Guideline



		Liens for delinquent child support must be paid in full if they are a lien against the property or a federal lien. If they are not a lien against the property, then we must document and include the monthly and/or alimony payment in the borrower’s expense analysis.

		Alimony, Child Support, and Maintenance Income refers to income received from a former spouse or partner or from a noncustodial parent of the Borrower’s minor dependent. 



The Mortgagee must obtain:

· A fully executed copy of the Borrower’s final divorce decree, legal separation agreement, court order, or voluntary payment agreement with documented receipt. 

· When using a final divorce decree, legal separation agreement, or court order, the Mortgagee must obtain evidence of receipt using deposits on bank statements, canceled checks, or documentation from the child support agency for the most recent three months that supports the amount used in qualifying.

· The Mortgagee must document the voluntary payment agreement with 12 months of canceled checks, deposit slips, or tax returns.

· The Mortgagee must provide evidence that the claimed income will continue for at least three years.

· The Mortgagee may use the front and pertinent pages of the divorce decree, settlement agreement, or court order showing the financial details.



Liens for delinquent child support must be paid in full if they are a lien against the property or a federal lien. If they are not a lien against the property, then we must document and include the monthly alimony, child support, and/or maintenance payment in the borrower’s expense analysis.



Calculation of Effective Income: 

· When using a final divorce decree, legal separation agreement, or court order, if the Borrower has received consistent Alimony, Child Support, and Maintenance Income for the most recent three months, the Mortgagee may use the current payment to calculate Effective Income.

· When using evidence of voluntary payments, if the Borrower has received consistent Alimony, Child Support, and Maintenance Income for the most recent six months, the Mortgagee may use the current payment to calculate Effective Income.

· If the Alimony, Child Support, and Maintenance Income have not been consistently received for the most recent three months if court ordered or six months if voluntary, the Mortgagee must use the average of the income received over the previous two years to calculate Effective Income. If Alimony, Child Support, and Maintenance Income have been received for less than two years, the Mortgagee must use the average over the time of receipt.



		Section 7.31 Expense Analysis

		



		Existing Guideline

		Updated Guideline



		Using the credit report, Fannie Mae Form 1009, Part VI of URLA or equivalent, most recent federal and state income tax returns, and other documents that may be available to MoOM (e.g., bank statements), MoOM must identify all secured and unsecured debts. To complete the expense analysis, MoOM must consider:

· federal and state income taxes

· FICA

· property charges for all properties owned

· estimated utility and maintenance expenses

· installment account payments

· any other owned property mortgage obligations (debt and property charges)

· revolving credit account payments

· alimony, child support, and child support payments

· judgments under payment plans against the mortgagor

· payments required under any bankruptcy plans

· other obligations described in this guide.



When the mortgagor benefits from federal, state, or local benefit programs that reduce borrower expenses, the reduced amounts may be used to calculate expenses provided that the mortgagee complies with the requirements in Section 3.67 of the Financial Analysis Guide and HUD Mortgagee Letter 2016-10.



The mortgagee must obtain a written explanation from the mortgagor for all inquiries shown on the credit report that were made 90 days from the date the credit report was pulled. The mortgagee must document all undisclosed debt and ensure it is included in the borrower’s expense analysis. When a debt or obligation is revealed during the application process that was not listed on the mortgage application and/or credit report, the mortgagee must verify the actual monthly payment amount & include the payment amount per the agreement in the expense analysis.



Items which will be included in the Expense Analysis as recurring debt:

· Federal Debts (refers to non-delinquent Federal debt – see Credit History for Delinquent Federal Debts)

· Alimony, Child Support and Maintenance (recurring expense to be determined from review of the complete divorce decree or documented garnishment)

· Deferred Obligations (documentation is required to confirm minimum payment once deferment status ends. If no payment can be determined or documented, 5% of the unpaid balance will be used.

· For Student Loans only, if the actual payment is zero or is not available, 0.5% of the unpaid balance will be used).

· Effective with case numbers ordered on, or after June 17th, 2021. FHA Mortgagee Letter 2021-13

· Installment Loans 

· Revolving Charge Accounts (if no payment is showing, use 5% of outstanding balance)

· 30 Day Accounts (only if documentation is not obtained to verify balance paid in full for past 12 months. If balance is equal to payment, use 5% of the balance as payment amount)

· Business Debt in Mortgagor’s Name

· Recurring Capital Loss









		Using the credit report, Fannie Mae Form 1009, Part VI of URLA or equivalent, most recent federal and state income tax returns, and other documents that may be available to MoOM (e.g., bank statements), MoOM must identify all secured and unsecured debts. To complete the expense analysis, MoOM must consider:

· federal and state income taxes

· FICA

· property charges for all properties owned

· estimated utility and maintenance expenses

· installment account payments

· any other owned property mortgage obligations (debt and property charges)

· revolving credit account payments

· alimony, child support, and/or maintenance payments 

· judgments under payment plans against the mortgagor

· payments required under any bankruptcy plans

· other obligations described in this guide.



When the mortgagor benefits from federal, state, or local benefit programs that reduce borrower expenses, the reduced amounts may be used to calculate expenses provided that the mortgagee complies with the requirements in Section 3.67 of the Financial Analysis Guide and HUD Mortgagee Letter 2016-10.



The mortgagee must obtain a written explanation from the mortgagor for all inquiries shown on the credit report that were made 90 days from the date the credit report was pulled. The mortgagee must document all undisclosed debt and ensure it is included in the borrower’s expense analysis. When a debt or obligation is revealed during the application process that was not listed on the mortgage application and/or credit report, the mortgagee must verify the actual monthly payment amount & include the payment amount per the agreement in the expense analysis.



Items which will be included in the Expense Analysis as recurring debt:

· Federal Debts (refers to non-delinquent Federal debt – see Credit History for Delinquent Federal Debts)

· Alimony, Child Support and Maintenance (recurring expense to be determined from review of the complete divorce decree or documented garnishment)

· Deferred Obligations (documentation is required to confirm minimum payment once deferment status ends. If no payment can be determined or documented, 5% of the unpaid balance will be used.

· For Student Loans only, if the actual payment is zero or is not available, 0.5% of the unpaid balance will be used).

· Effective with case numbers ordered on, or after June 17th, 2021. FHA Mortgagee Letter 2021-13

· Installment Loans (excluding Student Loans, refers to loans, not secured by real estate, that require periodic payment of P&I. A loan secured by an interest in a timeshare must be considered an Installment Loan).

· Revolving Charge Accounts (if no payment is showing, use 5% of outstanding balance)

· 30 Day Accounts (only if documentation is not obtained to verify balance paid in full for past 12 months. If balance is equal to payment, use 5% of the balance as payment amount)

· Business Debt in Mortgagor’s Name (the debt must be included in the monthly expenses, unless the Mortgagee can document that the debt is being paid by the Borrower’s business, and the debt was considered in the cash flow analysis of the Borrower’s business).



















		Section 7.33  Income Requirements

		



		Existing Guideline

		Updated Guideline



		

Income from Non-Borrowing Spouse

A “Non-Borrowing Spouse” is defined as the spouse as determined by the law of the state in which the spouse and borrower reside or the state of celebration of the HECM borrower at the time of closing and who also is not a borrower. Non-Borrowing Spouses may not be required to provide information on income.



Only an Eligible Non-Borrowing Spouse may voluntarily provide information on his or her income and MoOM may use the residual income of the Non-Borrowing Spouse in one of two ways as a compensating factor:

· To increase income for qualification purposes

· To reduce the family size by one Error! Reference source not found.



To use his/her income as a compensating factor, the Eligible Non-Borrowing Spouse must disclose and have his or her SSN verified, must agree to have their credit report pulled and must meet the same documentation and verification standards as required for the borrower’s income. Non-taxable income may not be grossed up, and imputed income from dissipated assets may not be included.



Income from Other Non-Borrowing Household Members

An “Other Non-Borrowing Household Member” is defined as a person who occupies the property to be secured with the HECM but who is not the spouse of the borrower and who also is not a borrower. Another Non-Borrowing Household Member may voluntarily provide information on his or her income and MoOM may use his or her residual income to reduce the family size, Error! Reference source not found.. 



To have their income considered, the Other Non-Borrowing Household Member must disclose and have his or her SSN verified, agree to have their credit pulled and must meet the same documentation and verification standards as required for the borrower’s income. Non-taxable income may not be grossed up, and imputed income from dissipated assets may not be included.



· Note: Proof of occupancy will be required for the NBHM.



Grossing Up Non-Taxable Income

Non-taxable income may not be grossed up as the cash flow/income analysis will consider federal taxes. If federal taxes are not paid on some or all a borrower’s income, it will be reflected in the expense analysis.



Employment Related Income

Income that a borrower receives as an employee of a business that is reported on IRS Form W-2. MoOM may use employment related income as effective income in accordance with the standards provided for each type of employment related income in this chapter. For all employment related income, MoOM will require the most recent paystubs covering a minimum of 30 consecutive days or if paid weekly or bi-weekly, paystubs must cover a minimum of 28 consecutive days.



The most recent paystub should not be dated more than 90 days from the closing date and all paystubs should exhibit the following:

· Borrower’s YTD (year-to-date) earnings

· Employer’s name and address

· Pay period

· Borrower’s name and identify the borrower as an employee



MoOM will also require one of the following to verify the most recent 2-year employment history:

· Fully completed Verification of Employment(VOE)

· An electronic version of a VOE is acceptable to FHA (Work Number, etc.)

· Most recent two years’ W-2s and written certificate verifying employment over the phone which must include:

· Name, title & phone number of persons with whom employment was verified

· Must be signed and dated by processor/underwriter



· [bookmark: _Hlk161746200]Note: Re-verification of employment must be completed within 10 days prior to funding.



Past Employment Documentation/Verification

Direct verification of the borrower’s employment history for the previous two years is not required if ALL the following conditions are met:

· The current employer confirms a two-year employment history, or a paystub reflects a hiring date

· Only base pay is used in calculating effective income (no overtime or bonuses)

· [bookmark: _Hlk124434572]The borrower(s) executes IRS Form 4506C, Request for Copy of Tax Return, or IRS Form 8821, Tax Information Authorization, for the previous two tax years. (The 4506C can also be generated from Reverse Vision or Quantum Reverse.)



· Note: the IRS released a new version of the 4506C that went into effect on 11/30/2022.  Vendors will no longer accept 4506C forms where the information in fields 1a through 8 are filled in by hand.  Only the signature field can still be handwritten.



If the borrower has not been employed with the same employer for the previous two years and/or not all conditions immediately above can be met, MoOM must obtain one or a combination of the following for the most recent two years to verify the borrower’s employment history:

· W-2(s)

· VOE(s)

· Electronic verification acceptable to FHA

· Evidence supporting enrollment in school or the military during the most recent two full years.





Gaps in Employment

For borrowers with gaps in employment of 6 months or more, MoOM may consider the borrowers current income as effective income if we can verify & document the following:

· The borrower had been employed in the current job for at least six months at the time of case number assignment

· The borrower had a two-year work history prior to the absence from employment (standard or alternative employment verification required)

		

Income from Non-Borrowing Spouse

A “Non-Borrowing Spouse” is defined as the spouse as determined by the law of the state in which the spouse and borrower reside or the state of celebration of the HECM borrower at the time of closing and who also is not a borrower. Non-Borrowing Spouses may not be required to provide information on income.



Only an Eligible Non-Borrowing Spouse may voluntarily provide information on his or her income and MoOM may use the residual income of the Non-Borrowing Spouse in one of two ways as a compensating factor:

· To increase income for qualification purposes

· To reduce the family size by one Error! Reference source not found.

· If using to reduce the family size, or as a compensating factor, verify and document the eligible NBS has received the income for a minimum of 6 months.



To use his/her income as a compensating factor, the Eligible Non-Borrowing Spouse must disclose and have his or her SSN verified, must agree to have their credit report pulled and must meet the same documentation and verification standards as required for the borrower Non-taxable income may not be grossed up, and imputed income from dissipated assets may not be included.



Income from Other Non-Borrowing Household Members

An “Other Non-Borrowing Household Member” is defined as a person who occupies the property to be secured with the HECM but who is not the spouse of the borrower and who also is not a borrower. Another Non-Borrowing Household Member may voluntarily provide information on his or her income and MoOM may use his or her residual income to reduce the family size, Error! Reference source not found.. 



To have their income considered, the Other Non-Borrowing Household Member must disclose and have his or her SSN verified, agree to have their credit pulled and must meet the same documentation and verification standards as required for the borrower’s income. Non-taxable income may not be grossed up, and imputed income from dissipated assets may not be included.



· Note: Proof of occupancy will be required for the NBHM.



Grossing Up Non-Taxable Income

Non-taxable income may not be grossed up as the cash flow/income analysis will consider federal taxes. If federal taxes are not paid on some or all a borrower’s income, it will be reflected in the expense analysis.



Employment Related Income

Income that a borrower receives as an employee of a business that is reported on IRS Form W-2. MoOM may use employment related income as effective income in accordance with the standards provided for each type of employment related income in this chapter. For all employment related income, MoOM will require the most recent paystubs covering a minimum of 30 consecutive days or if paid weekly or bi-weekly, paystubs must cover a minimum of 28 consecutive days.



The most recent paystub should not be dated more than 120 days from the disbursement date and all paystubs should exhibit the following:

· Borrower’s YTD (year-to-date) earnings

· Employer’s name and address

· Pay period

· Borrower’s name and identify the borrower as an employee



· Note: Re-verification of employment must be completed within 10 days prior to funding.



MoOM will also require one of the following to verify the most recent 2-year employment history:

· Fully completed Verification of Employment(VOE)

· An electronic version of a VOE is acceptable to FHA (Work Number, etc.)

· Most recent two years’ W-2s and written certificate verifying employment over the phone which must include:

· Name, title & phone number of persons with whom employment was verified

· Must be signed and dated by processor/underwriter



Past Employment Documentation/Verification

Direct verification of the borrower’s employment history for the previous two years is not required if ALL the following conditions are met:

· The current employer confirms a two-year employment history, or a paystub reflects a hiring date

· Only base pay is used in calculating effective income (no overtime or bonuses)

· The borrower(s) executes IRS Form 4506C, Request for Copy of Tax Return, or IRS Form 8821, Tax Information Authorization, for the previous two tax years. (The 4506C can also be generated from Reverse Vision or Quantum Reverse.)



· Note: the IRS released a new version of the 4506C that went into effect on 11/30/2022.  Vendors will no longer accept 4506C forms where the information in fields 1a through 8 are filled in by hand.  Only the signature field can still be handwritten.



If the borrower has not been employed with the same employer for the previous two years and/or not all conditions immediately above can be met, MoOM must obtain one or a combination of the following for the most recent two years to verify the borrower’s employment history:

· W-2(s)

· VOE(s)

· Electronic verification acceptable to FHA

· Evidence supporting enrollment in school or the military during the most recent two full years.

Gaps in Employment

For borrowers with gaps in employment of 6 months or more, MoOM may consider the borrowers current income as effective income if we can verify & document the following:

· The borrower had been employed in the current job for at least six months at the time of case number assignment

· The borrower had a two-year work history prior to the absence from employment (standard or alternative employment verification required)



Returning to Work After Retirement

Mortgagees may consider the income of Borrowers who have returned to work after retirement of more than two years if it can verify and document that:

· The Borrower has been employed in the current job for at least six months at the time of case number assignment;

· The Borrower intends to continue working; and

· The Borrower’s employer expects the Borrower’s employment to continue.



		Section 7.34  Eligible Types of Income

		



		Existing Guideline

		Updated Guideline



		MoOM may consider all the below effective income types, provided they are properly documented (additional income types can be found in the HECM Financial Assessment & Property Charge Guide, revised 10/03/2016):

· Aid for Dependent Children

· Alimony/Child Support Income

· Annuity Income or Similar Income

· Automobile Allowance or Expense Account

· Boarder/Roommate Income

· Bonus Income

· Capital Gains

· Clergy Income (Housing allowance and base pay)

· Commission Income

· Disability Benefits

· Employment from Family-Owned Business/Interested Parties

· Employer Housing Subsidy

· Expected Income (with limitations)

· Foreign Income (with limitations)

· Government Assistance (non-cash benefits)

· Hourly

· Interest/Dividend Income

· IRA Distributions

· Military Income

· Notes Receivable Income

· Other Public Assistance

· Overtime

· Part-Time Income (less than 40-hour work week)

· Pension/Retirement Income

· Rental Income from Subject Property (if subject family is a multi-unit property)

· Rental Income from an Accessory Dwelling Unit (ADU)

· Rental Income from Other Real Estate

· Royalty Payments

· Seasonal Income

· Self-Employed Income (Schedule C, Partnership, S Corp, LLC, Corporation)

· Social Security Income

· Tips/Gratuity Income

· Truck Driver Income

· Trust and Estate Income

· Union Employee

· VA Benefits

· Imputed Income from Asset Dissipation



· Note: This guide will explain the most common types of effective income regarding documentation and calculations. For questions on other types of effective income please email preflight@mutualmortgage.com

		MoOM may consider all the below effective income types, provided they are properly documented (additional income types can be found in the HECM Financial Assessment & Property Charge Guide, revised 10/03/2016):

· Aid for Dependent Children

· Alimony, Child Support, and/or Maintenance Income

· Annuity Income or Similar Income

· Automobile Allowance or Expense Account

· Boarder/Roommate Income (only acceptable if there is a 2-year history)

· Bonus Income

· Capital Gains

· Clergy Income (Housing allowance and base pay)

· Commission Income

· Disability Benefits

· Employment from Family-Owned Business/Interested Parties

· Employer Housing Subsidy

· Expected Income (with limitations)

· Foreign Income (with limitations)

· Government Assistance (non-cash benefits)

· Hourly

· Interest/Dividend Income

· IRA Distributions

· Military Income

· Notes Receivable Income

· Other Public Assistance

· Overtime

· Part-Time Income (less than 40-hour work week)

· Pension/Retirement Income

· Rental Income from Subject Property (if subject family is a multi-unit property)

· Rental Income from an Accessory Dwelling Unit (ADU)

· Rental Income from Other Real Estate

· Royalty Payments

· Seasonal Income

· Self-Employed Income (Schedule C, Partnership, S Corp, LLC, Corporation)

· Social Security Income

· Tips/Gratuity Income

· Truck Driver Income

· Trust and Estate Income

· Union Employee

· VA Benefits

· Imputed Income from Asset Dissipation



· Note: This guide will explain the most common types of effective income regarding documentation and calculations. For questions on other types of effective income please email preflight@mutualmortgage.com



		Section 7.38 Pension/Retirement Income

		



		Existing Guideline

		Updated Guideline



		Pension income is income the borrower receives from his or her former employer(s). MoOM must verify and document the borrower’s receipt of continuous payments from the borrower’s pension and that the payments are likely to continue for at least 3 years.



MoOM must obtain the most recent statement/paystub and one of the following:

· Most recent federal tax return (must be signed, dated and have been filed with the IRS)

· Most recent bank statement showing receipt of income from the former employer

· A copy of the borrower’s pension/retirement letter from the former employer



· Note: If above documentation does not verify a 3-year continuance, then additional documentation will be required. If source of the pension is the federal government (including the VA). MoOM will consider the income effective and reasonably likely to continue with no additional requirement to verify continuance.

		Pension income is income the borrower receives from his or her former employer(s). MoOM must verify and document the borrower’s receipt of continuous payments from the borrower’s pension and that the payments are likely to continue for at least 3 years.



MoOM must obtain the most recent statement/paystub and one of the following:

· Most recent federal tax return (must be signed, dated and have been filed with the IRS)

· Most recent bank statement showing receipt of income from the former employer

· A copy of the borrower’s pension/retirement letter from the former employer



· Note: If above documentation does not verify a 3-year continuance, then additional documentation will be required. If source of the pension is municipal state or the federal government (including the VA). MoOM will consider the income effective and reasonably likely to continue with no additional requirement to verify continuance.



		[bookmark: _Ref88480300]Section 7.45  IRA Distributions/Income

		



		Existing Guideline

		Updated Guideline



		Retirement income refers to income the borrower received from an individual retirement account, such as an IRA or 401K. The borrower must verify and document that he or she receives recurring IRA/401(k) distribution income and that it is reasonably likely to continue for three years.



MoOM must obtain all the following:

· Most recent IRA/401(k) statement

· Most recent 1099

· The most recent 2 months’ bank statements showing receipt of income



For borrowers who have been and will continue to consistently receive IRA/401(k) income, the lender uses the current amount of IRA/401(k) income to calculate effective income. For borrowers with fluctuating IRA/401(k) income, MoOM will calculate effective income from the average of the IRA/401(k) income over the previous two years. If the borrower received IRA/401(k) income for less than two years, the lender uses the average over the period the borrower received it. MoOM requires the most recent statement from the retirement account to document a 3-year continuance. The current balance of the retirement account must equal 36 times the amount of the monthly payment. 

		Retirement income refers to income the borrower received from an individual retirement account, such as an IRA or 401K. The borrower must verify and document that he or she receives recurring IRA/401(k) distribution income and that it is reasonably likely to continue for three years.



MoOM must obtain  the following:

· Most recent IRA/401(k) statement, and one of the following documents:

· federal tax returns; or

· The most recent bank statement evidencing receipt of income



For borrowers who have been and will continue to consistently receive IRA/401(k) income, the lender uses the current amount of IRA/401(k) income to calculate effective income. For borrowers with fluctuating IRA/401(k) income, MoOM will calculate effective income from the average of the IRA/401(k) income over the previous two years. If the borrower received IRA/401(k) income for less than two years, the lender uses the average over the period the borrower received it. MoOM requires the most recent statement from the retirement account to document a 3-year continuance. The current balance of the retirement account must equal 36 times the amount of the monthly payment. 



· Note: If borrower has a current outstanding loan, the balance of the loan must be deducted from the retirement account value.



		Section 7.46  Borrowers Employed by Family/Family-Owned Business

		



		Existing Guideline

		Updated Guideline



		MoOM must obtain all the following:

· Most recent 30 consecutive days pay stubs

· Most recent 2 years W2’s

· Most recent 2 years 1040’s

· IRS transcripts will be required

· Written VOE at underwriting

· Re-verification of employment within 10 days of funding

		MoOM must obtain all the following:

· Verify and document that the Borrower is not an owner in the family-owned business by using official business documents showing the ownership percentage.

· Most recent 30 consecutive days pay stubs

· Most recent 2 years W2’s

· Most recent 2 years 1040’s

· IRS transcripts will be required

· Written VOE at underwriting

· Re-verification of employment within 10 days of funding



		Section 7.47  Rental Income from the Subject Property

		



		Existing Guideline

		Updated Guideline



		Rental Income from the Subject Property refers to income received when the subject property has 2-4 units or will be a one-unit dwelling with an ADU. 



MoOM may consider rental income from existing and prospective tenants if documented in accordance with the following requirements.



· Note: Rental Income derived from Family member must be escalated up for 2nd Level Review.



Requirements for Limited or No History of Rental Income

The borrower does not have a history of rental income from the subject property since the previous tax filing. MoOM must verify and document the proposed rental income by obtaining:

· An appraisal showing fair market rent [use Fannie Mae Form 1025, Small Residential Income Property Appraisal Report]; and

· Prospective leases, if available.



Requirements for Established History of Rental Income

The borrower has a history of rental income from the subject property since the previous tax filing. MoOM must verify and document the existing rental income by obtaining:

· The current lease

· The 24-month rental history (must be free from unexplained gaps greater than three months - such gaps could be explained by student, seasonal or military renters, or property rehabilitation)

· The mortgagee must obtain the mortgagor’s last two years of tax returns with Schedule E along with IRS tax transcripts to verify each tax year.



· Note: For properties with less than two years of rental income history, MoOM must document the date of acquisition by providing the deed, Settlement Statement, or other legal document.



Calculating Rental Income from the Subject Property

Limited or No History of Rental Income:

To calculate the effective income from the subject property where the borrower does not have a history of rental income from the subject property since the previous tax filing, the mortgagee must use the lesser of:

· The monthly operating income reported on Fannie Mae Form 216

· 75 percent of the lesser of:

· Fair market rent reported by the appraiser

· The rent reflected in the lease or other rental agreement



Established History of Rental Income:

· MoOM must calculate the rental income by averaging the amount shown on the Schedule E.

· Depreciation, mortgage interest, taxes, insurance, and any HOA dues shown on Schedule E may be added back to the net income or loss.

· If the property has been owned for less than two years, MoOM must annualize the rental income for the length of time the property has been owned.



· One-Unit with an Accessory Dwelling Unit:

· MoOM must verify and document the proposed Rental Income from the ADU by obtaining a Fannie Mae Form 1004/Freddie Mac Form 70, URAR, and a Fannie Mae Form 1007/Freddie Mac Form 1000, Single Family Comparable Rent Schedule, showing fair market rent and, if available, the prospective leases.

· The amount of the Rental Income from an ADU used as Effective Income must not exceed 30 percent of the total monthly Effective Income used to qualify the Borrower.

		Rental Income from the Subject Property refers to income received when the subject property has 2-4 units or will be a one-unit dwelling with an ADU. 



MoOM may consider rental income from existing and prospective tenants if documented in accordance with the following requirements.



· Note: Rental Income derived from Family member must be escalated up for 2nd Level Review.



Requirements for Limited or No History of Rental Income

The borrower does not have a history of rental income from the subject property since the previous tax filing. MoOM must verify and document the proposed rental income by obtaining:

· Letter of explanation from the borrower as to why there is no history of rental income since the previous tax filing;

· An appraisal showing fair market rent [use Fannie Mae Form 1025, Small Residential Income Property Appraisal Report]; and

· Prospective leases, if available.



Requirements for Established History of Rental Income

The borrower has a history of rental income from the subject property since the previous tax filing. MoOM must verify and document the existing rental income by obtaining:

· The current lease

· The 24-month rental history (must be free from unexplained gaps greater than three months - such gaps could be explained by student, seasonal or military renters, or property rehabilitation)

· The mortgagee must obtain the mortgagor’s last two years of tax returns with Schedule E along with IRS tax transcripts to verify each tax year.



· Note: For properties with less than two years of rental income history, MoOM must document the date of acquisition by providing the deed, Settlement Statement, or other legal document.



Calculating Rental Income from the Subject Property

Limited or No History of Rental Income:

To calculate the effective income from the subject property where the borrower does not have a history of rental income from the subject property since the previous tax filing, the mortgagee must use the lesser of:

· The monthly operating income reported on Fannie Mae Form 216

· 75 percent of the lesser of:

· Fair market rent reported by the appraiser

· The rent reflected in the lease or other rental agreement



Established History of Rental Income:

· MoOM must calculate the rental income by averaging the amount shown on the Schedule E.

· Depreciation, mortgage interest, taxes, insurance, and any HOA dues shown on Schedule E may be added back to the net income or loss.

· If the property has been owned for less than two years, MoOM must annualize the rental income for the length of time the property has been owned.



· One-Unit with an Accessory Dwelling Unit:

· MoOM must verify and document the proposed Rental Income from the ADU by obtaining a Fannie Mae Form 1004/Freddie Mac Form 70, URAR, and a Fannie Mae Form 1007/Freddie Mac Form 1000, Single Family Comparable Rent Schedule, showing fair market rent and, if available, the prospective leases.

· The amount of the Rental Income from an ADU used as Effective Income must not exceed 30 percent of the total monthly Effective Income used to qualify the Borrower.



		Section 7.48  Rental Income from Other Properties

		



		Existing Guideline

		Updated Guideline



		Rental income from other real estate holdings may be considered effective income if the documentation requirements listed below are met. If rental income is being derived from the property being vacated by the borrower, the borrower must:

· be relocating to an area located more than 100 miles from the mortgagor’s current principal residence.

· MoOM must obtain a lease agreement of at least one year’s duration after the mortgage is closed, and

· evidence of the payment of the security deposit or first month’s rent.



MoOM may consider rental income from other properties if documented in accordance with the following requirements.



· [bookmark: _Hlk147401209]Note: Rental Income derived from Family member must be escalated up for 2nd Level Review.



Requirements for Limited or No History of Rental Income

Defined as the borrower does not have a history of rental income since the previous tax filing, including property being vacated by the borrower, and must meet the following requirements:

· The borrower must have at least 25 percent equity in the property.

· One Unit:

· MoOM must verify and document the proposed rental income by obtaining a Fannie Mae Form 1004, Uniform Residential Appraisal Report that includes a Fannie Mae Form 1007, Single Family Comparable Rent Schedule, and a Fannie Mae Form 216, Operating Income Statement, showing fair market rent and, if available, the prospective lease.

· 2-4 Units:

· MoOM must obtain an appraisal evidencing market rent. The appraisal is not required to be completed by an FHA Roster appraiser but must meet the following criteria:

· MoOM must verify and document the proposed rental income by obtaining a Fannie Mae Form 1025, Uniform Residential Appraisal Report, Fannie Mae Form 1007, Single Family Comparable Rent Schedule, and Fannie Mae Form 216, Operating Income Statement, showing fair market rent and, if available, the prospective lease.



Requirements for Established History of Rental Income

The mortgagee must obtain the mortgagor’s last two years of tax returns with Schedule E along with IRS tax transcripts to verify each tax year.



Calculating Rental Income from Other Properties

Limited or No History of Rental Income:

To calculate the effective net rental income from other real estate holdings where the borrower does not have a history of rental income since the previous tax filing, MoOM must deduct the principal, interest, taxes, and insurance payment (PITI) from the lesser of:

· The monthly operating income reported on Fannie Mae Form 216

· 75 percent of the lesser of:

· Fair market rent reported by the appraiser

· The rent reflected in the fully executed lease or other agreement. A copy of the most recent rental deposit via cancelled check matching the lease agreement will also be required.



Established History of Rental Income:

· MoOM must calculate the net rental income by averaging the amount shown on the Schedule E provided the borrower continues to own all properties included on the Schedule E.

· Depreciation shown on Schedule E may be added back to the net income or loss.

· If the property has been owned for less than two years, MoOM must annualize the rental income for the length of time the property has been owned.

· For properties with less than two years of rental income history, MoOM must document the date of acquisition by providing the deed, Settlement Statement, or other legal document.

· Positive net rental income must be added to the borrower’s effective income.

· Negative net rental income must be included as a debt/liability.

		Rental income from other real estate holdings may be considered effective income if the documentation requirements listed below are met. If rental income is being derived from the property being vacated by the borrower, the borrower must:

· be relocating to an area located more than 100 miles from the mortgagor’s current principal residence.

· MoOM must obtain a lease agreement of at least one year’s duration after the mortgage is closed, and

· evidence of the payment of the security deposit or first month’s rent.



MoOM may consider rental income from other properties if documented in accordance with the following requirements.



· Note: Rental Income derived from Family member must be escalated up for 2nd Level Review.



Requirements for Limited or No History of Rental Income

Defined as the borrower does not have a history of rental income since the previous tax filing, including property being vacated by the borrower, and must meet the following requirements:

· Letter of explanation from the borrower as to why there is no history of rental income since the previous tax filing;

· The borrower must have at least 25 percent equity in the property.

· One Unit:

· MoOM must verify and document the proposed rental income by obtaining a Fannie Mae Form 1004, Uniform Residential Appraisal Report that includes a Fannie Mae Form 1007, Single Family Comparable Rent Schedule, and a Fannie Mae Form 216, Operating Income Statement, showing fair market rent and, if available, the prospective lease.

· 2-4 Units:

· MoOM must obtain an appraisal evidencing market rent. The appraisal is not required to be completed by an FHA Roster appraiser but must meet the following criteria:

· MoOM must verify and document the proposed rental income by obtaining a Fannie Mae Form 1025, Uniform Residential Appraisal Report, Fannie Mae Form 1007, Single Family Comparable Rent Schedule, and Fannie Mae Form 216, Operating Income Statement, showing fair market rent and, if available, the prospective lease.



Requirements for Established History of Rental Income

The mortgagee must obtain the mortgagor’s last two years of tax returns with Schedule E along with IRS tax transcripts to verify each tax year.



Calculating Rental Income from Other Properties

Limited or No History of Rental Income:

To calculate the effective net rental income from other real estate holdings where the borrower does not have a history of rental income since the previous tax filing, MoOM must deduct the principal, interest, taxes, and insurance payment (PITI) from the lesser of:

· The monthly operating income reported on Fannie Mae Form 216

· 75 percent of the lesser of:

· Fair market rent reported by the appraiser

· The rent reflected in the fully executed lease or other agreement. A copy of the most recent rental deposit via cancelled check matching the lease agreement will also be required.



Established History of Rental Income:

· MoOM must calculate the net rental income by averaging the amount shown on the Schedule E provided the borrower continues to own all properties included on the Schedule E.

· Depreciation shown on Schedule E may be added back to the net income or loss.

· If the property has been owned for less than two years, MoOM must annualize the rental income for the length of time the property has been owned.

· For properties with less than two years of rental income history, MoOM must document the date of acquisition by providing the deed, Settlement Statement, or other legal document.

· Positive net rental income must be added to the borrower’s effective income.

· Negative net rental income must be included as a debt/liability.



		[bookmark: _Ref88480435]Section 7.49  Imputed Income from Asset Dissipation

		



		Existing Guideline

		Updated Guideline



		Imputed Income from Dissipation of Liquid Assets

MoOM may estimate imputed income from dissipation of liquid assets. Liquid assets are assets that can be converted to cash within one year without payment of an IRS penalty. The borrower does not have to liquidate assets in order to obtain HECM financing. It is not permitted to count the same asset twice, i.e., as a source of interest income and as imputed income from the dissipation of the asset. This applies to income from interest, dividends, or other returns on the account. If any funds to close will come from the account, MoOM will first subtract the funds to close from the account balance before dissipating the funds.



If the account receives deposits from other sources of effective income i.e., social security, pension, W-2 income, etc., and those sources are income are being included in the borrower’s financial assessment, MoOM will subtract any of those deposit from the ending balance of the most recent month’s statement before dissipating.



[image: ]Liquid asset sources from which imputed income may be calculated include:



· Note: MoOM may use the borrower’s actual tax rate based on Federal tax returns from the prior tax year if tax rate is lower than 15% or no discount if borrower does not have a Federal tax obligation.



Assets may not be dissipated from an account where the borrower is not an owner of the account. 



[bookmark: _Hlk151384328]Calculation:

Total Discounted Asset Value – Funds to Close (if applicable) ÷ Life expectancy in months = Total Monthly Income from Assets



· Note: This is a brief overview of the Asset Dissipation from the HECM Financial Assessment and Property Charge Guide. For more information and documentation requirements, see HUD Mortgagee Letter 2016-10.



Imputed Income from Dissipation of HECM Proceeds (Effective 12/1/2023)

[bookmark: _Hlk151388493]Mutual will allow imputed income from the dissipation of HECM proceeds as a sole source of income to meet the financial assessment residual income requirement, as long as:

· [bookmark: _Hlk157682500]No other Error! Reference source not found. are being used.

· They pass the Error! Reference source not found. for credit and property charges without using Error! Reference source not found..

		Imputed Income from Dissipation of Liquid Assets

MoOM may estimate imputed income from dissipation of liquid assets. Liquid assets are assets that can be converted to cash within one year without payment of an IRS penalty. The borrower does not have to liquidate assets in order to obtain HECM financing. It is not permitted to count the same asset twice, i.e., as a source of interest income and as imputed income from the dissipation of the asset. This applies to income from interest, dividends, or other returns on the account. If any funds to close will come from the account, MoOM will first subtract the funds to close from the account balance before dissipating the funds.



If the account receives deposits from other sources of effective income i.e., social security, pension, W-2 income, etc., and those sources are income are being included in the borrower’s financial assessment, MoOM will subtract any of those deposit from the ending balance of the most recent month’s statement before dissipating.



[image: ]Liquid asset sources from which imputed income may be calculated include:



· Note: MoOM may use the borrower’s actual tax rate based on Federal tax returns from the prior tax year if tax rate is lower than 15% or no discount if borrower does not have a Federal tax obligation.



Assets may not be dissipated from an account where the borrower is not an owner of the account. If the asset is jointly held with a Non-Borrowing Spouse or other party not obligated for the mortgage, the asset may be counted if documentation is provided to confirm that the borrower(s) has unrestricted access to that asset (100% access letter).



Calculation:

Total Discounted Asset Value – Funds to Close (if applicable) ÷ Life expectancy in months = Total Monthly Income from Assets



· Note: This is a brief overview of the Asset Dissipation from the HECM Financial Assessment and Property Charge Guide. For more information and documentation requirements, see HUD Mortgagee Letter 2016-10.



Imputed Income from Dissipation of HECM Proceeds (Effective 12/1/2023)

Mutual will allow imputed income from the dissipation of HECM proceeds as a sole source of income to meet the financial assessment residual income requirement, as long as:

· No other Error! Reference source not found. are being used.

· They pass the Error! Reference source not found. for credit and property charges without using Error! Reference source not found..



		[bookmark: _Ref88480458]Section 7.52  Compensating Factors – Residual Income Shortfall
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Access to Other Credit

The borrower must meet all the following:

· The borrower has access to revolving credit that provide the borrower with financial liquidity that would enhance his or her ability to endure a financial crisis/hardship.

· The credit report shows established credit lines, other than his or her housing payment, that are in the borrower’s name

· The credit has been open for at least six months

· The borrower can document that these accounts have been paid off in full monthly for at least the past 6 months



· Note: Borrowers who do not have any established credit other than their housing payment, not other credit lines in their own name open for at least 6 months, or who cannot document that all other accounts are paid off in full monthly for at least 6 months, do not qualify under this criterion. Borrowers with credit lines in which they are Authorized User’s do not qualify under this criterion.

		

Access to Other Credit

The borrower must meet all the following:

· The Borrower’s housing payment for the Property to secure the HECM is the only open account with an outstanding balance that is not paid off monthly;

· The borrower has access to revolving credit that provide the borrower with financial liquidity that would enhance his or her ability to endure a financial crisis/hardship.

· The credit report shows established credit lines, other than his or her housing payment, that are in the borrower’s name

· The credit has been open for at least six months

· The borrower can document that these accounts have been paid off in full monthly for at least the past 6 months



· Note: Borrowers who do not have any established credit other than their housing payment, not other credit lines in their own name open for at least 6 months, or who cannot document that all other accounts are paid off in full monthly for at least 6 months, do not qualify under this criterion. Borrowers with credit lines in which they are Authorized User’s do not qualify under this criterion.



		Section 7.61 Mandatory Obligations

		



		Existing Guideline

		Updated Guideline



		Mandatory Obligations are fees and charges related to the origination of the HECM. They include the amounts required to discharge any existing liens on the property that are paid at loan closing. Per HUD’s Final Rule, §206.25, issued January 19, 2017, the following may be considered mandatory obligations for traditional & refinance transactions:

· Initial MIP under §206.105(a)

· Loan origination fee

· HECM counseling fee

· Reasonable & customary amounts, but not more than the amount actually paid by the mortgagee for any of the following items:

· Recording fees & recording taxes, or other charges incident to the recordation of the insured mortgage

· Credit report

· Survey, if required by the mortgagee or borrower

· Title examination

· Mortgagee’s title insurance

· Fees paid to an appraiser for the initial appraisal of the property

· Flood certifications

· Repair Set Asides

· Repair administration fee

· Delinquent Federal debt

· Amounts required to discharge any existing liens on the property

· Customary fees & charges for warranties, inspections, surveys & engineer certifications

· Funds to pay contractors who performed repairs as a condition of closing in accordance with standard FHA requirements for repairs required by the appraiser

· Property tax, flood & hazard insurance payments required by the mortgagee to be paid at closing

· Property charges not included in paragraph (b)(11) of this section, and which are scheduled for payment during the first 12-month disbursement period of the loan (see §206 (25) (2) (iii) (b) (12).)

· Required pay-off debt not secured by the property, as defined by the Commissioner through Federal Register notice*

· Other charges as authorized by the Commissioner through notice



Mandatory obligations for HECM for purchase transactions include all the above as well as the following:

· Fees & charges for real estate purchase contracts, warranties, inspections, surveys & engineer certifications

· The amount of the principal that is advanced towards the purchase price of the subject property



Disbursements at loan closing and within 12 months of closing, when applicable, cannot exceed the greater of:

· 60% of the principal limit

· Mandatory obligations plus 10% of the principal limit



· Note: Settlement agreements to an ex-spouse per the divorce decree or between family members as part of an inheritance MAY be considered a mandatory obligation if the filed court order specifies an amount that must be satisfied through the refinance of the property. The underwriter will review the filed agreement and make the final determination. If there is not a court order or lien on title, then this cannot be considered a mandatory obligation.

		Mandatory Obligations are fees and charges related to the origination of the HECM. They include the amounts required to discharge any existing liens on the property that are paid at loan closing. Per HUD’s Final Rule, §206.25, issued January 19, 2017, the following may be considered mandatory obligations for traditional & refinance transactions:

· Initial MIP under §206.105(a)

· Loan origination fee

· HECM counseling fee

· Reasonable & customary amounts, but not more than the amount actually paid by the mortgagee for any of the following items:

· Recording fees & recording taxes, or other charges incident to the recordation of the insured mortgage

· Credit report

· Survey, if required by the mortgagee or borrower

· Title examination

· Mortgagee’s title insurance

· Fees paid to an appraiser for the initial appraisal of the property

· Flood certifications

· Repair Set Asides

· Repair administration fee

· Delinquent Federal debt

· Amounts required to discharge any existing liens on the property

· Customary fees & charges for warranties, inspections, surveys & engineer certifications

· Funds to pay contractors who performed repairs as a condition of closing in accordance with standard FHA requirements for repairs required by the appraiser

· Property tax, HOA, flood & hazard insurance payments required by the mortgagee to be paid at closing

· PACE/HERO assessments on title are required to be paid off at time of closing.

· Property charges not included in paragraph (b)(11) of this section, and which are scheduled for payment during the first 12-month disbursement period of the loan (see §206 (25) (2) (iii) (b) (12).)

· Required pay-off debt not secured by the property, as defined by the Commissioner through Federal Register notice*

· Other charges as authorized by the Commissioner through notice



Mandatory obligations for HECM for purchase transactions include all the above as well as the following:

· Fees & charges for real estate purchase contracts, warranties, inspections, surveys & engineer certifications

· The amount of the principal that is advanced towards the purchase price of the subject property



Disbursements at loan closing and within 12 months of closing, when applicable, cannot exceed the greater of:

· 60% of the principal limit

· Mandatory obligations plus 10% of the principal limit



· Note: Settlement agreements to an ex-spouse per the divorce decree or between family members as part of an inheritance MAY be considered a mandatory obligation if the filed court order specifies an amount that must be satisfied through the refinance of the property. The underwriter will review the filed agreement and make the final determination. If there is not a court order or lien on title, then this cannot be considered a mandatory obligation.



Obligations Not Considered Debt include:

· medical collections;

· automatic deductions from savings, when not associated with another type of obligation;

· retirement contributions, such as 401(k) accounts;

· collateralized loans secured by depository accounts;

· childcare;

· commuting costs;

· union dues;

· insurance, other than property insurance;

· open accounts with zero balances; and

· voluntary deductions, when not associated with another type of obligation



		Section 7.80 Planned Unit Developments (PUDs)
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		A PUD is a community that requires homeowners to pay a mandatory fee to a homeowner’s association for the maintenance and use of common areas. The appraiser is required to confirm the property is a PUD by checking the PUD box on pg. 1 of the URAR. The appraiser must also include the annual/monthly association dues on pg. 1 of the URAR.



Requirements for PUDs:

· Title company must confirm that there are no delinquent/unpaid association dues or assessments through the month of closing Title and appraiser must confirm that subject is in fact a PUD and not a condominium

· The name of the PUD must be consistent between the legal description and the appraisal. If it is not consistent, additional information will be required to confirm the true PUD name.

· Borrower(s) will need to fully execute a PUD rider at closing

· Private roads in a planned unit development are acceptable without further verification of easements or road agreements if appraiser confirms in the appraisal report that the Association owns and maintains all roads.

· Insurance requirements will vary depending on type of PUD.

· If borrower is fully responsible for coverage Error! Reference source not found., or

· If borrower is only responsible for “walls in” coverage Error! Reference source not found..

		A PUD is a community that requires homeowners to pay a mandatory fee to a homeowner’s association for the maintenance and use of common areas. The appraiser is required to confirm the property is a PUD by checking the PUD box on pg. 1 of the URAR. The appraiser must also include the annual/monthly association dues on pg. 1 of the URAR.



Requirements for PUDs:

· Title company must confirm that there are no delinquent/unpaid association dues or assessments through the month of closing Title and appraiser must confirm that subject is in fact a PUD and not a condominium

· The name of the PUD must be consistent between the legal description and the appraisal. If it is not consistent, additional information will be required to confirm the true PUD name.

· Borrower(s) will need to fully execute a PUD rider at closing

· Private roads in a planned unit development are acceptable without further verification of easements or road agreements if appraiser confirms in the appraisal report that the Association owns and maintains all roads.

· Insurance requirements will vary depending on type of PUD.

· If borrower is fully responsible for coverage Error! Reference source not found., or

· If borrower is only responsible for “walls in” coverage Error! Reference source not found..

· For Properties that are located within a Homeowners’ Association (HOA) or Condominium Association, the Mortgagee must conduct a review of the recorded Declaration and/or recorded Covenants, Conditions, and Restrictions (CC&R) which are in place for the association. When conducting the review, the Mortgagee must determine whether the recorded Declaration and/or CC&Rs require prior approval by the association of any non-purchase money mortgage that will encumber the Property. 

· In those situations where such a requirement exists, the Mortgagee must obtain the approval of the association in writing prior to origination of the HECM. Documentation concerning this approval must be maintained by the Mortgagee and made available to HUD upon request.



		Section 7.83 Manufactured Homes (MFH)
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		Manufactured Home Definition

A manufactured home (MFH) is a structure that is almost entirely constructed in a factory under a Federal Building code administered by HUD. The home is placed on a steel chassis and transported in one or more sections to the building site. The wheels can be removed but the chassis remains in place as a structural part of the home. An MFH will contain a HUD affixed seal.



To be eligible for FHA HECM financing with MoOM, the MFH must meet the following requirements/conditions:

· Must have been constructed after June 15th, 1976

· If the manufactured home is in a condominium project, the project must be HRAP approved

· Must not be in a flood zone

· The MFH must have a finished grade elevation beneath or, if it has a basement, the lowest finished exterior grade adjacent to the perimeter enclosure shall be at or above the 100-year floodplain

· There are no square footage requirements but comparable must bracket the GLA and support value.

· The MFH must be on the original site – it cannot have been installed or occupied (moved) previously at any other location

· The MFH must have been built on and continue to remain on a permanent foundation

· The MFH must have the axles and tongue removed

· Permanent utilities must be installed

· The MFH must be classified and taxed as real estate

· There must be a permanent skirting around the perimeter of the property

· Any additions to the home must meet county requirements and HUD requirements

· The foundation must be inspected by a licensed engineer prior to confirm that it meets FHA guidelines in the Permanent Foundation Guide for Manufactured Housing, HUD-007487 and HUD Handbook 4000.1.

· The property must have an affixed HUD tag or data plate and the appraiser must show the tag’s serial number in the appraisal. The HUD data plate should be in the interior of the home in one of three places: on or near the main electrical panel, in a kitchen cabinet or in a bedroom closet.

· For assistance in label verification, visit the IBTS website

· There will be a seal or data plate for each section of the double wide and the numbers will be in succession



Appraisal Differences

Appraisals for manufactured homes must be on the 1004C format for manufactured homes.



Major differences from other appraisals include:

· At least 2 comps must be manufactured (even if outside the neighborhood)

· The appraisal will have sections to input HUD data & address additional modifications &improvements



Appraisal Requirements

· Distance of Comparable:

· Urban: Comparable sales in urban areas must be no more than one mile from the subject property.

· Suburban: The distance may be up to five miles in smaller community suburban areas at the underwriter’s discretion.

· Rural: Comparable sales in rural areas must be within 20 miles of the subject property.

· Line, Net and Gross Adjustments:

· Manufactured homes with adjustments that exceed these guidelines are ineligible:

· Line: 10%

· Net: 15%

· Gross: 25%

· HUD Tags:

· All sections of the manufactured home must have an affixed HUD label located on the outside of the house. Appraisers must list the manufactured unit’s label on the appraisal report in one of the comment sections. If HUD labels are not ATTACHED to the exterior of the home or have been painted over or altered in any fashion, and pictures are not provided, we require an IBTS label verification form. Order verification of tags at the IBTS website.

· Structural Modifications and/or Additions:

· Appraiser must indicate whether subject contains any structural modifications and/or additions and confirm whether the integrity of the home’s seal has been compromised

· Perimeter Enclosure:

· Appraiser to confirm that the space beneath the MFH is properly enclosed with a continuous wall (whether load bearing or non-load bearing) that separates crawlspace from backfill & keeps out rodents and water. The appraiser must also confirm that the enclosure is adequately secured to the perimeter of the home and allows for proper ventilation.



Structural Engineer Requirements

· Licensed Engineers Certification Report:

· Confirm compliance with Permanent Foundations Guide for Manufactured Housing as detailed in the HUD Handbook 4000.1.

· Confirm any structural changes or additions to the property were made in accordance with HUD Manufactured Home Construction and Safety Standards and if any, confirm seal of home has not been compromised.

· Report must come from a licensed professional engineer showing engineers’ stamp/seal

· Report must be dated within 6 months of closing

· Manufactured Homes with Stick Built Additions:

· If the subject property was once a manufactured home, it must comply with all requirements for manufactured housing, regardless of any stick-built additions.

· Additions or structural modifications may bring the original unit out of compliance with the HUD Manufactured Home Construction Safety Standards (MHCSS) and make the home ineligible for FHA financing.

· The engineer’s inspection report must certify that the structural changes or additions to the property were made in accordance with the MHCSS and that the home is eligible for FHA financing



Title Requirements

· File must contain evidence original title was purged

· If state requirements do not allow for a title purge, the file is not eligible.

· Confirmation is required that the subject is taxed as real property

· Title must confirm issuance of following applicable endorsements on final title policy:

· CLTA 116.5, ALTA 7, FL 7, or TX T-31



New Construction MFH

We require the following additional documentation when the subject property MFH was constructed less than one year ago:

· HUD NPCA 99A and 99B Soil Treatment reports if treatment was done prior to construction.

· Certificate of Occupancy, or the equivalent.

· Manufacturer’s warranty

· Cost approach.

· Sales contract and documented related expenses, including:

· Removal of previous home

· Grading of land, and so forth

· Setup and delivery

· Landscaping and driveways

· Land value, documented in the Cost Approach, or land sale

· Installation of well or septic, and so forth

· Outbuildings, documented in Cost Approach



· Note: Additional documentation may be required at the underwriter’s discretion.



Additional Manufactured Home on Property

If the additional manufactured home is occupied, it must be handled in ONE of the following ways:

· The MFH must meet ALL requirements for manufactured housing AND the subject property must be treated as either an ADU or a two-unit property with similar comparable. Appraiser must also confirm that local zoning allows for ADU’s or 2 units as applicable.

· It must be removed from the subject property before closing. Confirmation of this must be provided via a 1004D / reinspection.

· The land must be surveyed and the portion of land on which the MFH is located must be legally split from the land containing the primary residence. This must be completed prior to closing and the appraisal must not include the portion of land containing the MFH.



If the manufactured home is being used for storage, all the following is required:

· The kitchen must be rendered inoperable and kitchen elements removed.

· The appraiser must provide interior photos of the home showing storage use only, with kitchen removal.

· Utilities must be disconnected.

· The appraiser must certify that there are no health and safety issues.



MFH Condominiums – Additional Requirements

Under the authority granted by enactment of HERA, individual manufactured housing units in condominium projects are now eligible for FHA insurance. In addition to the above requirements, manufactured homes located in a condo project must meet the following requirements:

· MFH Condos must meet all FHA/HUD MFH guidelines as well as all FHA/HUD condo guidelines.

· ADP code will be the applicable condo ADP codes.

· Appraisals must be completed on Fannie Mae Form 1004C, March 2005.

· The subject condominium project must be inspected, and the Project Information Section of the Individual Condominium Unit Appraisal Report (Fannie Mae Form 1073) must be completed and included as an addendum to the appraisal report.

· Comparable sales must be condominium MFH homes.

· Two (2) of the comps furnished must be in the subject’s project or a valid explanation must be provided as to why this is not possible.

· No DELRAP approvals are allowed for MFH condos – they must be HRAP approved.

		Manufactured Home Definition

A manufactured home (MFH) is a structure that is almost entirely constructed in a factory under a Federal Building code administered by HUD. The home is placed on a steel chassis and transported in one or more sections to the building site. The wheels can be removed but the chassis remains in place as a structural part of the home. An MFH will contain a HUD affixed seal.



To be eligible for FHA HECM financing with MoOM, the MFH must meet the following requirements/conditions:

· Must have been constructed after June 15th, 1976

· If the manufactured home is in a condominium project, the project must be HRAP approved

· Must not be in a flood zone

· The MFH must have a finished grade elevation beneath or, if it has a basement, the lowest finished exterior grade adjacent to the perimeter enclosure shall be at or above the 100-year floodplain

· There are no square footage requirements but comparable must bracket the GLA and support value.

· The MFH must be on the original site – it cannot have been installed or occupied (moved) previously at any other location

· The MFH must have been built on and continue to remain on a permanent foundation

· The MFH must have the axles and tongue removed

· Permanent utilities must be installed

· The MFH must be classified and taxed as real estate

· Verification of personal property taxes for a MFH that were affixed after the most recent property taxes due date can be validated with online printouts.

· There must be a permanent skirting around the perimeter of the property

· Any additions to the home must meet county requirements and HUD requirements

· The foundation must be inspected by a licensed engineer prior to confirm that it meets FHA guidelines in the Permanent Foundation Guide for Manufactured Housing, HUD-007487 and HUD Handbook 4000.1.

· The property must have an affixed HUD tag or data plate and the appraiser must show the tag’s serial number in the appraisal. The HUD data plate should be in the interior of the home in one of three places: on or near the main electrical panel, in a kitchen cabinet or in a bedroom closet.

· For assistance in label verification, visit the IBTS website

· There will be a seal or data plate for each section of the double wide and the numbers will be in succession



Appraisal Differences

Appraisals for manufactured homes must be on the 1004C format for manufactured homes.



Major differences from other appraisals include:

· At least 2 comps must be manufactured (even if outside the neighborhood)

· The appraisal will have sections to input HUD data & address additional modifications &improvements



Appraisal Requirements

· Distance of Comparable:

· Urban: Comparable sales in urban areas must be no more than one mile from the subject property.

· Suburban: The distance may be up to five miles in smaller community suburban areas at the underwriter’s discretion.

· Rural: Comparable sales in rural areas must be within 20 miles of the subject property.

· Line, Net and Gross Adjustments:

· Manufactured homes with adjustments that exceed these guidelines are ineligible:

· Line: 10%

· Net: 15%

· Gross: 25%

· HUD Tags:

· All sections of the manufactured home must have an affixed HUD label located on the outside of the house. Appraisers must list the manufactured unit’s label on the appraisal report in one of the comment sections. If HUD labels are not ATTACHED to the exterior of the home or have been painted over or altered in any fashion, and pictures are not provided, we require an IBTS label verification form. Order verification of tags at the IBTS website.

· Structural Modifications and/or Additions:

· Appraiser must indicate whether subject contains any structural modifications and/or additions and confirm whether the integrity of the home’s seal has been compromised

· Perimeter Enclosure:

· Appraiser to confirm that the space beneath the MFH is properly enclosed with a continuous wall (whether load bearing or non-load bearing) that separates crawlspace from backfill & keeps out rodents and water. The appraiser must also confirm that the enclosure is adequately secured to the perimeter of the home and allows for proper ventilation.



Structural Engineer Requirements

· Licensed Engineers Certification Report:

· Confirm compliance with Permanent Foundations Guide for Manufactured Housing as detailed in the HUD Handbook 4000.1.

· Confirm any structural changes or additions to the property were made in accordance with HUD Manufactured Home Construction and Safety Standards and if any, confirm seal of home has not been compromised.

· Report must come from a licensed professional engineer showing engineers’ stamp/seal

· Report must be dated within 6 months of closing

· Manufactured Homes with Stick Built Additions:

· If the subject property was once a manufactured home, it must comply with all requirements for manufactured housing, regardless of any stick-built additions.

· Additions or structural modifications may bring the original unit out of compliance with the HUD Manufactured Home Construction Safety Standards (MHCSS) and make the home ineligible for FHA financing.

· The engineer’s inspection report must certify that the structural changes or additions to the property were made in accordance with the MHCSS and that the home is eligible for FHA financing



Title Requirements

· File must contain evidence original title was purged

· If state requirements do not allow for a title purge, the file is not eligible.

· Confirmation is required that the subject is taxed as real property

· Title must confirm issuance of following applicable endorsements on final title policy:

· CLTA 116.5, ALTA 7, FL 7, or TX T-31



New Construction MFH

We require the following additional documentation when the subject property MFH was constructed less than one year ago:

· HUD NPCA 99A and 99B Soil Treatment reports if treatment was done prior to construction.

· Certificate of Occupancy, or the equivalent.

· Manufacturer’s warranty

· Cost approach.

· Sales contract and documented related expenses, including:

· Removal of previous home

· Grading of land, and so forth

· Setup and delivery

· Landscaping and driveways

· Land value, documented in the Cost Approach, or land sale

· Installation of well or septic, and so forth

· Outbuildings, documented in Cost Approach



· Note: Additional documentation may be required at the underwriter’s discretion.



Additional Manufactured Home on Property

If the additional manufactured home is occupied, it must be handled in ONE of the following ways:

· The MFH must meet ALL requirements for manufactured housing AND the subject property must be treated as either an ADU or a two-unit property with similar comparable. Appraiser must also confirm that local zoning allows for ADU’s or 2 units as applicable.

· It must be removed from the subject property before closing. Confirmation of this must be provided via a 1004D / reinspection.

· The land must be surveyed and the portion of land on which the MFH is located must be legally split from the land containing the primary residence. This must be completed prior to closing and the appraisal must not include the portion of land containing the MFH.



If the manufactured home is being used for storage, all the following is required:

· The kitchen must be rendered inoperable and kitchen elements removed.

· The appraiser must provide interior photos of the home showing storage use only, with kitchen removal.

· Utilities must be disconnected.

· The appraiser must certify that there are no health and safety issues.



MFH Condominiums – Additional Requirements

Under the authority granted by enactment of HERA, individual manufactured housing units in condominium projects are now eligible for FHA insurance. In addition to the above requirements, manufactured homes located in a condo project must meet the following requirements:

· MFH Condos must meet all FHA/HUD MFH guidelines as well as all FHA/HUD condo guidelines.

· ADP code will be the applicable condo ADP codes.

· Appraisals must be completed on Fannie Mae Form 1004C, March 2005.

· The subject condominium project must be inspected, and the Project Information Section of the Individual Condominium Unit Appraisal Report (Fannie Mae Form 1073) must be completed and included as an addendum to the appraisal report.

· Comparable sales must be condominium MFH homes.

· Two (2) of the comps furnished must be in the subject’s project or a valid explanation must be provided as to why this is not possible.

· No DELRAP approvals are allowed for MFH condos – they must be HRAP approved.



		Section 8.4 Site Hazard & Nuisances

		



		Existing Guideline

		Updated Guideline



		FHA guidelines require that a site be rejected if the property being appraised is subject to hazards, environmental contaminants, noxious odors, offensive sights, or excessive noises. Site hazard and nuisances affecting the subject property must be noted by the appraiser and comments are required regarding whether they potentially endanger the health and safety of the occupants and/or the structural integrity or marketability of the property.



The property must be free of all known hazards and adverse conditions that may:

· Affect the health and safety of the occupants.

· Affect the structural soundness of the improvements.

· Impair the customary use and enjoyment of the property

· The hazards include, but are not limited to:

· Toxic chemicals

· Radioactive materials

· Hazardous activities

· Soil contamination, clay soil

· Operating and abandoned oil and gas wells

· Abandoned wells

· Slush pits / sinkholes

· Lava zones

· Heavy traffic

· Commercial property abutting site

· Airport noise and hazards

· Runway clear zones/clear zones

· Proximity to high pressure gas, liquid petroleum pipelines or other volatile and explosive products

· High-voltage transmission lines

· Excessive smoke, fumes, odors, and stationary storage tanks containing flammable or explosive material

· Other hazards that must be assessed include potential damage from soil or other differential ground movements, subsidence, ground water, inadequate surface drainage, flood, erosion, excessive noise, defective lead-based paint, other pollution, and other hazards on or off the site.

		FHA guidelines require that a site be rejected if the property being appraised is subject to hazards, environmental contaminants, noxious odors, offensive sights, or excessive noises. Site hazard and nuisances affecting the subject property must be noted by the appraiser and comments are required regarding whether they potentially endanger the health and safety of the occupants and/or the structural integrity or marketability of the property.



The property must be free of all known hazards and adverse conditions that may:

· Affect the health and safety of the occupants.

· Affect the structural soundness of the improvements.

· Impair the customary use and enjoyment of the property

· The hazards include, but are not limited to:

· Toxic chemicals

· Radioactive materials

· Hazardous activities

· Soil contamination, clay soil

· Operating and abandoned oil and gas wells

· Abandoned wells

· Slush pits / sinkholes

· Lava zones

· Heavy traffic

· Commercial property abutting site

· Airport noise and hazards

· Runway clear zones/clear zones

· Proximity to high pressure gas, liquid petroleum pipelines or other volatile and explosive products

· High-voltage transmission lines

· Excessive smoke, fumes, odors, and stationary storage tanks containing flammable or explosive material

· Other hazards that must be assessed include potential damage from soil or other differential ground movements, subsidence, ground water, inadequate surface drainage, flood, erosion, excessive noise, defective lead-based paint, other pollution, and other hazards on or off the site.

· Methamphetamine Contamination: If the Mortgagee or the Appraiser identifies a Property as contaminated by the presence of methamphetamine (meth), either by its manufacture or by consumption, the Property is ineligible due to this environmental hazard until the Property is certified safe for habitation.

· Swimming Pools must be in compliance with all local ordinances.



		Section 8.22 Easements, Restrictions, and Encroachments

		



		Existing Guideline

		Updated Guideline



		MoOM considers all easements, restrictions, or encroachments and their impact on the market value of the subject property.

· An easement grants rights to access or use the real property of another person without owning it. Typical easements in general will not cause the property to be ineligible for FHA financing.

· MoOM may allow the following easements under HUD’s General Waiver guidelines. These will not cause the property to be uninsurable by FHA:

· Typical easements for public utilities, party walls, driveways, and other purposes.

· Easements for public utilities along one or more of the property lines and extending not more than 10 feet from and for drainage or irrigation ditches along the rear 10 feet of the property – provided the exercise of the rights there does not interfere with any of the buildings or improvements located on the subject property.

· Easements for underground conduits which are in place and do not extend under any buildings on the subject property.

· Mutual easements for joint driveways constructed partly on the subject property and partly on adjoining property – provided the agreements creating such easements are of record.



Restrictions are general limitations as to the use or placement of real estate. MoOM may allow the following restrictions under the General Waiver guidelines without causing the property to be uninsurable by FHA:

· Typical building and use restrictions which:

· Are coupled with a reversionary clause – provided there has been no violation prior to the date of the deed to the Commissioner

· Are not coupled with a reversionary clause and have not been violated to a material extent



If the restriction set forth is being violated, MoOM will review for one of the following allowable exceptions:

· Violations of cost or set back restrictions which do not provide a penalty of reversion or forfeiture of title, or a lien for liquidated damages which may be superior to the lien of the insured mortgage.

· Violations of such restrictions which do provide for such penalties – provided such penalty rights have been duly released or subordinated to the lien of the insured mortgage or provided a policy of title insurance is furnished expressly insuring the Commissioner against loss by reason of such penalties.

· Violations of a restrictions based on race, color, or creed: even where such restrictions provide for a penalty of reversion or forfeiture of title or a lien for liquidated damages.



An encroachment exists when a structure from one property extends over the property line of another property. For example, a garage roof overhangs a neighbor's property line, a retaining wall crosses the neighbor's property line, or a driveway/pool is paved a few inches past the boundary line. The existence of an encroachment is usually confirmed with a boundary line survey or an appraiser. Results of such a survey are usually recorded as a matter of public record and become attached to the title of the offending property. Appraiser is required to identify all encroachments on appraisal report. An encroachment may be acceptable if the adjoining landowner, or the local governing authority, provides a perpetual encroachment easement filed in the County Clerk and Recorder’s office.

		MoOM considers all easements, restrictions, or encroachments and their impact on the market value of the subject property.

· An easement grants rights to access or use the real property of another person without owning it. Typical easements in general will not cause the property to be ineligible for FHA financing.

· MoOM may allow the following easements under HUD’s General Waiver guidelines. These will not cause the property to be uninsurable by FHA:

· Typical easements for public utilities, party walls, driveways, and other purposes.

· Easements for public utilities along one or more of the property lines and extending not more than 10 feet from and for drainage or irrigation ditches along the rear 10 feet of the property – provided the exercise of the rights there does not interfere with any of the buildings or improvements located on the subject property.

· Easements for underground conduits which are in place and do not extend under any buildings on the subject property.

· Mutual easements for joint driveways constructed partly on the subject property and partly on adjoining property – provided the agreements creating such easements are of record.

· Encroachment by the subject or adjacent Property fences is acceptable provided such Encroachment does not affect the marketability of the subject Property.



Restrictions are general limitations as to the use or placement of real estate. MoOM may allow the following restrictions under the General Waiver guidelines without causing the property to be uninsurable by FHA:

· Typical building and use restrictions which:

· Are coupled with a reversionary clause – provided there has been no violation prior to the date of the deed to the Commissioner

· Are not coupled with a reversionary clause and have not been violated to a material extent



If the restriction set forth is being violated, MoOM will review for one of the following allowable exceptions:

· Violations of cost or set back restrictions which do not provide a penalty of reversion or forfeiture of title, or a lien for liquidated damages which may be superior to the lien of the insured mortgage.

· Violations of such restrictions which do provide for such penalties – provided such penalty rights have been duly released or subordinated to the lien of the insured mortgage or provided a policy of title insurance is furnished expressly insuring the Commissioner against loss by reason of such penalties.

· Violations of a restrictions based on race, color, or creed: even where such restrictions provide for a penalty of reversion or forfeiture of title or a lien for liquidated damages.



An encroachment exists when a structure from one property extends over the property line of another property. For example, a garage roof overhangs a neighbor's property line, a retaining wall crosses the neighbor's property line, or a driveway/pool is paved a few inches past the boundary line. The existence of an encroachment is usually confirmed with a boundary line survey or an appraiser. Results of such a survey are usually recorded as a matter of public record and become attached to the title of the offending property. Appraiser is required to identify all encroachments on appraisal report. An encroachment may be acceptable if the adjoining landowner, or the local governing authority, provides a perpetual encroachment easement filed in the County Clerk and Recorder’s office.



Overhead Electric Power

The Mortgagee must confirm that any Overhead Electric Power Transmission Lines do not pass directly over any dwelling, Structure, or related property improvement, including pools. The power line must be relocated for a Property to be eligible for an FHA-insured HECM. The residential service drop line may not pass directly over any pool, spa, or water feature. If the dwelling or related property improvements are located within the Easement area, the Mortgagee must obtain a certification from the appropriate utility company or local regulatory agency stating that the relationship between the improvements and Local Distribution Lines conforms to local standards and is safe.



		Section 8.25 Private Wells, Community Wells, Shared Wells & Septic/Sewer

		



		Existing Guideline

		Updated Guideline



		General Guidelines for Well & Septic

· Unusual sewage disposal systems (cesspools, etc.) are acceptable if they are allowed by county guidelines and are typical for the area.

· All wells must be drilled wells at least 20 feet deep with a casing - dug wells are unacceptable unless a complete survey conducted by an engineer is delivered to the lender and appraiser

· Wells fed by springs, lakes, rivers, or cisterns are not allowed by FHA; however, MoOM will accept only cisterns as an acceptable water source provided the appraiser confirms this is a typical source of water for the neighborhood, obtain a water test, confirm if there are any MPR or MPS violations, and if the use of cisterns has any effect on marketability. The appraiser must require a test or inspection if any of the following apply:

· The water supply relies upon a water purification system due to the presence of contaminates

· Corrosion of pipes (plumbing)

· Areas of intensive agricultural uses within one-quarter mile

· Coal mining or gas drilling operations within one-quarter mile

· A dump, junkyard, landfill, factory, gas station, or dry-cleaning operation within one-quarter mile

· An unusually objectionable taste, smell, or appearance of well water

· Wells must meet state and local standards and may not be less than 50 feet from any source of pollution. HUD requires well tests under certain circumstances (such as corroded plumbing, unusual taste, or odors), or nearby hazards (such as dry- cleaners or intensive agriculture).

· The appraiser does not automatically have to list the distances between the well, septic tank, property line, etc. However, the appraiser should comment if the well appears to be too close to a potential source of contamination and that distances meet HUD guidelines.

· If the appraiser is unable to identify location of well and/or septic and comment on their compliance with HUD guidelines a survey will be required to disclose locations and compliance.

· More than four houses cannot use the same shared well.

· Borrowers must submit a copy of a state or county permit or license for community wells.

· If subject property has both well and septic, the following requirements must be met:

· Well is at least 50 feet from a septic tank.

· Well is at least 100 feet from the septic tanks drain field. FHA recognizes state and local distance requirements, provided they do not permit less than 75 feet of separation.

· Well is at least 10 feet from any property line. FHA recognizes state and local distance requirements, provided the well is not within 10 feet of any roadway, or the property line of anything other than a single-family residential property. In other words, the well cannot be within 10 feet of a commercial, industrial, or multi-family building.



Well Water Tests

Typically, the underwriter will only require a test if it is specifically recommended by the appraiser. All test samples should be taken by a state-certified private laboratory or their designee in accordance with the state drinking water regulations. If the water is not potable, the borrowers may not escrow for the installation of a new well (it must be done prior to closing).



If the appraiser calls for a water test or the underwriter deems one necessary, at a minimum, the water must be tested for e-coli, coliform, nitrates, nitrites, lead, and total nitrate/nitrite. Some states mandate additional testing before the water testing lab will issue a report. The water testing report is to be within six months of the appraisal report, reflect the property address where water sampling was obtained, and clearly show that the water is safe, potable drinking water. 



If the property is connected to public water but has a well which is only used for irrigation purposes, no water testing is necessary. 



Public Utility Hook-ups

The Mortgagee must confirm that a connection is made to a public or Community Water System whenever feasible and available at a reasonable cost. If connection costs to the public or community system are not reasonable, the existing onsite systems are acceptable, provided they are functioning properly and meet the requirements of the local health department.



· Note: There is no longer a requirement to hook up to public system if the cost is within 3%. The determination is made by the DE Underwriter. If the cost appears reasonable (within 3%), the file should be documented with a LOE from the borrower indicating it is not feasible for the borrower to hook up to public water/sewer.



Private Wells

The appraiser is not required to include onsite sketches of the well, septic, drain field, or property lines. The appraiser is, however, required to address in the report if distances appear to be such that there could be potential for contamination. The appraiser is to also note any adverse site conditions which might warrant further inspections.



Shared Wells

Shared wells may serve existing properties which cannot feasibly be connected to an acceptable public or community water system. A shared well must have a valve on each dwelling service line as it leaves the well and may not service more than four (4) living units or properties.



There must be a recorded shared well agreement which must be binding upon signatory parties and their successors in title and the agreement must be approvable by the local authority.



All shared well agreements are subject to legal counsel’s review and approval, and it may be required that an amendment to the shared well agreement be executed by all parties the shared well services. MoOM's legal counsel will draft the amendment as necessary. For additional Shared Well HUD requirements and verbiage required to be part of the shared well agreement, see HUD handbook 4000.1.



Spring Fed Wells

HUD does not issue HUD Waivers for spring fed wells. HUD advises that any properties that are on spring fed wells are ineligible. No local or government agencies monitor the filtration systems on these properties that are at higher risk of contamination due to the water from springs, lakes, or rivers, therefore, these types of properties are uninsurable.



Community Water Systems

Community water systems are owned, operated, and maintained by a private corporation or a non-profit property owners’ association. Homeowners pay the association for their water. The operating entity maintains the records, water tests, and operating permit issued by the state.



The appraiser must note the name of the water company providing the water. If the appraiser confirms that the community water is public and not private then nothing further is needed. If the appraiser confirms that the community water is private then the appraiser will need to explain why as the 4000.1 confirms that community water is considered public.



· Note: Hauled water is not permitted by HUD and therefore unacceptable on properties securing loans submitted to MoOM.



Septic

The appraiser should specify if the property is serviced by a septic system. The appraiser is required to note on the appraisal if he detects any problems with the system (i.e., odor, standing water, etc.). If problems are detected, typically a current pumping and inspection of the system by the local authority having jurisdiction will be necessary, or if it is customary in the area or mandated by local or state regulations.



If public sewer is available to the site, the homeowner must connect unless the cost to do so exceeds 3% of the property value. Costs include connection charges, trenching to bring in the line, and permits. If the appraiser is unwilling or unable to comment, a professional bid is required.

		General Guidelines for Well & Septic

· Unusual sewage disposal systems (cesspools, etc.) are acceptable if they are allowed by county guidelines and are typical for the area.

· All wells must be drilled wells at least 20 feet deep with a casing - dug wells are unacceptable unless a complete survey conducted by an engineer is delivered to the lender and appraiser

· Wells fed by springs, lakes, rivers, or cisterns are not allowed by FHA; however, MoOM will accept only cisterns as an acceptable water source provided the appraiser confirms this is a typical source of water for the neighborhood, obtain a water test, confirm if there are any MPR or MPS violations, and if the use of cisterns has any effect on marketability. The appraiser must require a test or inspection if any of the following apply:

· The water supply relies upon a water purification system due to the presence of contaminates

· Corrosion of pipes (plumbing)

· Areas of intensive agricultural uses within one-quarter mile

· Coal mining or gas drilling operations within one-quarter mile

· A dump, junkyard, landfill, factory, gas station, or dry-cleaning operation within one-quarter mile

· An unusually objectionable taste, smell, or appearance of well water

· Wells must meet state and local standards and may not be less than 50 feet from any source of pollution. HUD requires well tests under certain circumstances (such as corroded plumbing, unusual taste, or odors), or nearby hazards (such as dry- cleaners or intensive agriculture).

· The appraiser does not automatically have to list the distances between the well, septic tank, property line, etc. However, the appraiser should comment if the well appears to be too close to a potential source of contamination and that distances meet HUD guidelines.

· If the appraiser is unable to identify location of well and/or septic and comment on their compliance with HUD guidelines a survey will be required to disclose locations and compliance.

· More than four houses cannot use the same shared well.

· Borrowers must submit a copy of a state or county permit or license for community wells.

· If subject property has both well and septic, the following requirements must be met:

· Well is at least 50 feet from a septic tank.

· Well is at least 100 feet from the septic tanks drain field. FHA recognizes state and local distance requirements, provided they do not permit less than 75 feet of separation.

· Well is at least 10 feet from any property line. FHA recognizes state and local distance requirements, provided the well is not within 10 feet of any roadway, or the property line of anything other than a single-family residential property. In other words, the well cannot be within 10 feet of a commercial, industrial, or multi-family building.



Well Water Tests

Typically, the underwriter will only require a test if it is specifically recommended by the appraiser. All test samples should be taken by a state-certified private laboratory or their designee in accordance with the state drinking water regulations. If the water is not potable, the borrowers may not escrow for the installation of a new well (it must be done prior to closing).



If the appraiser calls for a water test or the underwriter deems one necessary, at a minimum, the water must be tested for e-coli, coliform, nitrates, nitrites, lead, and total nitrate/nitrite. Some states mandate additional testing before the water testing lab will issue a report. The water testing report is to be within six months of the appraisal report, reflect the property address where water sampling was obtained, and clearly show that the water is safe, potable drinking water. 



If the property is connected to public water but has a well which is only used for irrigation purposes, no water testing is necessary. Water tests to show the water is acceptable to local or EPA standards is always required to be identified in the loan file when the subject is served by a private well.



Public Utility Hook-ups

The Mortgagee must confirm that a connection is made to a public or Community Water System whenever feasible and available at a reasonable cost. If connection costs to the public or community system are not reasonable, the existing onsite systems are acceptable, provided they are functioning properly and meet the requirements of the local health department.



· Note: There is no longer a requirement to hook up to public system if the cost is within 3%. The determination is made by the DE Underwriter. If the cost appears reasonable (within 3%), the file should be documented with a LOE from the borrower indicating it is not feasible for the borrower to hook up to public water/sewer.



Private Wells

The appraiser is not required to include onsite sketches of the well, septic, drain field, or property lines. The appraiser is, however, required to address in the report if distances appear to be such that there could be potential for contamination. The appraiser is to also note any adverse site conditions which might warrant further inspections.



Shared Wells

Shared wells may serve existing properties which cannot feasibly be connected to an acceptable public or community water system. A shared well must have a valve on each dwelling service line as it leaves the well and may not service more than four (4) living units or properties.



There must be a recorded shared well agreement which must be binding upon signatory parties and their successors in title and the agreement must be approvable by the local authority.



All shared well agreements are subject to legal counsel’s review and approval, and it may be required that an amendment to the shared well agreement be executed by all parties the shared well services. MoOM's legal counsel will draft the amendment as necessary. For additional Shared Well HUD requirements and verbiage required to be part of the shared well agreement, see HUD handbook 4000.1.



Spring Fed Wells

HUD does issue HUD Waivers for spring fed wells. No local or government agencies monitor the filtration systems on these properties that are at higher risk of contamination due to the water from springs, lakes, or rivers, therefore, these types of properties are required to additional testing by a disinterested third party.



Community Water Systems

Community water systems are owned, operated, and maintained by a private corporation or a non-profit property owners’ association. Homeowners pay the association for their water. The operating entity maintains the records, water tests, and operating permit issued by the state.



The appraiser must note the name of the water company providing the water. If the appraiser confirms that the community water is public and not private then nothing further is needed. If the appraiser confirms that the community water is private then the appraiser will need to explain why as the 4000.1 confirms that community water is considered public.



· Note: Hauled water is not permitted by HUD and therefore unacceptable on properties securing loans submitted to MoOM.



Septic

The appraiser should specify if the property is serviced by a septic system. The appraiser is required to note on the appraisal if he detects any problems with the system (i.e., odor, standing water, etc.). If problems are detected, typically a current pumping and inspection of the system by the local authority having jurisdiction will be necessary, or if it is customary in the area or mandated by local or state regulations.



If public sewer is available to the site, the homeowner must connect unless the cost to do so exceeds 3% of the property value. Costs include connection charges, trenching to bring in the line, and permits. If the appraiser is unwilling or unable to comment, a professional bid is required.



		[bookmark: _Ref88477339]Section 9.16  Asset Verification (Funds to Close)

		



		Existing Guideline

		Updated Guideline



		Prior to closing, MoOM requires verification of the source of all funds needed to close. Borrower funds will be applied to satisfy the difference between the HECM principal limit and the sale price and mandatory obligations for the property plus any HECM loan related fees that are not financed into the loan.



[bookmark: _Hlk128576240]The earnest money deposit will be deducted from the required funds to close once evidence has been if escrow is in receipt of the EMD and that all checks have cleared.



MoOM requires 2 months of bank statements, or a 60-day transaction history paired with a recent bank statement for all sources of funds to close. Deposits that are 1% or greater than the MCA must be sourced and properly paper trailed. The most recent statement / transaction history cannot be dated more than 30 days from the closing date.



If they are computer-generated, they must:

· Clearly identify the borrower(s) as the owner(s) of the account.

· Display the account number.

· Display the name of the depository.

· Be stamped, signed, and dated by an official of the depository or show the URL

		Prior to closing, MoOM requires verification of the source of all funds needed to close. Borrower funds will be applied to satisfy the difference between the HECM principal limit and the sale price and mandatory obligations for the property plus any HECM loan related fees that are not financed into the loan.



The earnest money deposit will be deducted from the required funds to close once evidence has been if escrow is in receipt of the EMD and that all checks have cleared.



MoOM requires 2 months of bank statements, or a 60-day transaction history paired with a recent bank statement for all sources of funds to close. Deposits that are 1% or greater than the MCA must be sourced and properly paper trailed. The most recent statement / transaction history cannot be dated more than 30 days from the closing date.



If they are computer-generated, they must:

· Clearly identify the borrower(s) as the owner(s) of the account.

· Display the account number.

· Display the name of the depository.

· Be stamped, signed, and dated by an official of the depository or show the URL



· Note: For jointly held accounts with someone other than a co-borrower, MoOM requires a signed letter from that individual stating the borrower has 100% access to the funds in their joint account (must list bank and acct number.)



		Section 9.17  Acceptable Source of Funds

		



		Existing Guideline

		Updated Guideline



		Prospective borrowers must use their own funds (funds obtained from sale of assets, sale of current home, and sale of personal property) or gift funds for the required funds to close.



· Note: Each source of funds requires specific documentation.



Acceptable sources in funds to close may include, but are not limited to:

· Checking/Savings accounts

· Business checking/savings accounts, only if:

· Borrower is 100% owner of business and evidence of this is documented

· CPA letter is provided stating use of funds will not negatively affect the business in anyway

· Certificates of deposits – must be liquidated

· Stock, Bonds, Mutual Funds – most must be liquidated

· Sale of borrower owned Real Estate:

· Gift funds

· Sale of Personal Property – requires adequate paper trail

· Proof borrower owns personal property (copy of title, receipt from purchase etc.)

· Third party valuation

· Copy of fully executed bill of sale

· Copy of check from buyer to seller

· Proof funds deposited to borrower’s account

· Savings Bonds – must be liquidated

· IRA’s - most must be liquidated, not borrowed against

· 401(k) and Keough Accounts - most must be liquidated, not borrowed against

· Thrift Savings Plans - most must be liquidated

· Life Insurance Policies – must be fully surrendered, not borrowed against



When borrower(s) are required to bring funds to the closing table, regardless of the amount that is needed, satisfactory documentation must be obtained to ensure the borrower(s) have sufficient and acceptable funds. Under no circumstance are borrowed funds from any source acceptable.

		Prospective borrowers must use their own funds (funds obtained from sale of assets, sale of current home, and sale of personal property) or gift funds for the required funds to close.



· Note: Each source of funds requires specific documentation.



Acceptable sources in funds to close may include, but are not limited to:

· Checking/Savings accounts

· Business checking/savings accounts, only if:

· Borrower is 100% owner of business and evidence of this is documented

· CPA letter is provided stating use of funds will not negatively affect the business in anyway

· Certificates of deposits – must be liquidated

· Stock, Bonds, Mutual Funds – most must be liquidated

· Sale of borrower owned Real Estate:

· Must verify and document the actual sale and the net proceeds by obtaining a fully executed closing disclosure or similar legal document

· Must also verify and document that the transaction was arms-length, and that the Borrower is entitled to the Net Sale Proceeds

· Gift funds

· Sale of Personal Property – requires adequate paper trail

· Proof borrower owns personal property (copy of title, receipt from purchase etc.)

· Third party valuation

· Copy of fully executed bill of sale

· Copy of check from buyer to seller

· Proof funds deposited to borrower’s account

· Savings Bonds – must be liquidated

· IRA’s - most must be liquidated, not borrowed against

· 401(k) and Keough Accounts - most must be liquidated, not borrowed against

· Thrift Savings Plans - most must be liquidated

· Life Insurance Policies – must be fully surrendered, not borrowed against

· Disaster Relief Grants:

· Must verify and document the Borrower’s receipt of the grant and terms of use

· Cash on Hand:

· Must verify that the Borrower’s Cash on Hand is deposited in a financial institution or held by the escrow/title company; and

· Must verify and document the Borrower’s Cash on Hand by obtaining an explanation from the Borrower describing how the funds were accumulated and the amount of time it took to accumulate the funds; and

· Must also determine the reasonableness of the accumulation based on the time period during which the funds were saved and the Borrower’s: 

· income stream;

· spending habits;

· documented expenses; and

· history of using financial institutions.



When borrower(s) are required to bring funds to the closing table, regardless of the amount that is needed, satisfactory documentation must be obtained to ensure the borrower(s) have sufficient and acceptable funds. Under no circumstance are borrowed funds from any source acceptable.



		Section 9.18 Ineligible Source of Funds

		



		Existing Guideline

		Updated Guideline



		The following funding sources MAY NOT be used:

· Cash on hand/ mattress money

· Bridge Loan Error! Reference source not found.

· Loan(s) against other real estate owned (REO)

· Subordinate liens

· Personal/Unsecured Loans

· Cash withdrawals from credit cards

· Seller financing

· Any other lending commitment

· Loans against borrower(s) assets (401k accounts, life insurance policies, brokerage accounts)

· Sweat Equity

· Trade Equity

· Rent Credit

· Down payment assistance programs (DAP)

· Cash or its equivalent, in whole or in part, from the following parties, before, during, or after loan closing:

· The seller or any other person or entity that financially benefits from the transactions

· Any third (3rd) party or entity that is reimbursed, directly or indirectly, by any of the parties described in the previous bullet

· Foreign funds



FHA prohibits seller contributions (also known as “seller concessions”), the use of loan discount points, interest rate buy-downs, closing cost down payment assistance, builder incentives, gifts or personal property given by the seller, or any other party involved in the transaction. This includes customary charges that are normally paid on behalf of the borrower by the seller.



· Note: Per 24 CFR 206.32(a) HECM mortgagor(s) may have NO outstanding or unpaid obligations incurred by the mortgagor(s) in connection with the mortgage transaction.









		The following funding sources MAY NOT be used:

· Bridge Loan Error! Reference source not found.

· Loan(s) against other real estate owned (REO)

· Subordinate liens

· Personal/Unsecured Loans

· Cash withdrawals from credit cards

· Seller financing

· Any other lending commitment

· Loans against borrower(s) assets (401k accounts, life insurance policies, brokerage accounts)

· Sweat Equity

· Trade Equity

· Rent Credit

· Down payment assistance programs (DAP)

· Cash or its equivalent, in whole or in part, from the following parties, before, during, or after loan closing:

· The seller or any other person or entity that financially benefits from the transactions

· Any third (3rd) party or entity that is reimbursed, directly or indirectly, by any of the parties described in the previous bullet

· Foreign funds



FHA prohibits seller contributions (also known as “seller concessions”), the use of loan discount points, interest rate buy-downs, closing cost down payment assistance, builder incentives, gifts or personal property given by the seller, or any other party involved in the transaction. This includes customary charges that are normally paid on behalf of the borrower by the seller.



· Note: Per 24 CFR 206.32(a) HECM mortgagor(s) may have NO outstanding or unpaid obligations incurred by the mortgagor(s) in connection with the mortgage transaction.



		Section 9.20 Gift Funds

		



		Existing Guideline

		Updated Guideline



		If the funds are gifted, the transfer of the funds from the donor to the Borrower must be documented.



Acceptable donors include:

· A relative of the borrower

· The employer of the borrower; documentation to support this relationship is required.

· A close friend with a clearly defined and documented interest in the borrower.

· Documentation to support this relationship is required.



Donor deposits funds into borrower’s account prior to closing

· Donor provides:

· Most recent bank statement prior to date of check showing donor had sufficient funds for the gift.

· Copy of cancelled check/wire receipt/withdrawal slip showing amount & source of funds being gifted. In cases where the donor provides the funds in the form of a cashier's check, provide a withdrawal slip showing the donor's account number along with a copy of the cashier's check

· Borrower provides:

· Copy of bank statement and/or transaction history showing deposit of funds from donor as well as available balance

· Additional requirements:

· Fully executed gift letter



Donor provides funds directly to escrow

· Donor provides:

· Most recent bank statement prior to date of check showing donor had sufficient funds for the gift.

· Copy of cancelled check/wire receipt/withdrawal slip showing amount & source of funds being gifted. In cases where the donor provides the funds in the form of a cashier's check, provide a withdrawal slip showing the donor's account number along with a copy of the cashier's check

· Additional requirements:

· Evidence escrow has received the funds from the donor’s verified account

· Fully executed gift letter



Gift Letter Requirements



The loan file must also contain a gift letter specifying the following items (this can be generated from Reverse Vision or Quantum Reverse):

· The dollar amounts

· The name of the donor

· The name of the donor’s bank and account number

· The donor’s signature

· The donor’s address

· The donor’s telephone number

· The donor’s relationship to the Borrower

· The names of the Borrowers and their signatures

· That no repayment is required



· Note: In the case of a HECM Purchase transaction, the funds cannot have been made available to the Borrower or donor from any person or entity with an interest in the sale of the property.

		If the funds are gifted, the transfer of the funds from the donor to the Borrower must be documented.



Acceptable donors include:

· A relative of the borrower

· a relative, defined as the borrower’s spouse, child, or other dependent, or by any other individual who is related to the borrower by blood, marriage, adoption, or legal guardianship; or

· a non-relative that shares a familial relationship with the borrower defined as a domestic partner (or relative of the domestic partner), individual engaged to marry the borrower, former relative, or godparent.

· a child is defined as a son, stepson, daughter, or stepdaughter.

· a parent or grandparent includes a stepparent/grandparent or foster parent/grandparent.

· spouse or domestic partner.

· legally adopted son or daughter, including a child who is placed with the Borrower by an authorized agency for legal adoption.

· foster child;

· brother, stepbrother;

· sister, stepsister;

· uncle;

· aunt; or

· son-in-law, daughter-in-law, father-in-law, mother-in-law, brother-in law, or sister-in-law of the Borrower.

· The employer of the borrower; documentation to support this relationship is required.

· A close friend with a clearly defined and documented interest in the borrower.

· Documentation to support this relationship is required.



Donor deposits funds into borrower’s account prior to closing

· Donor provides:

· Most recent bank statement prior to date of check showing donor had sufficient funds for the gift.

· Copy of cancelled check/wire receipt/withdrawal slip showing amount & source of funds being gifted. In cases where the donor provides the funds in the form of a cashier's check, provide a withdrawal slip showing the donor's account number along with a copy of the cashier's check

· Borrower provides:

· Copy of bank statement and/or transaction history showing deposit of funds from donor as well as available balance

· Additional requirements:

· Fully executed gift letter



· Note: If the gift funds are being borrowed by the donor and documentation from the bank or other savings account is not available, the Mortgagee must have the donor provide written evidence that the funds were borrowed from an acceptable source, not from an Interested Party.



Donor provides funds directly to escrow

· Donor provides:

· Most recent bank statement prior to date of check showing donor had sufficient funds for the gift.

· Copy of cancelled check/wire receipt/withdrawal slip showing amount & source of funds being gifted. In cases where the donor provides the funds in the form of a cashier's check, provide a withdrawal slip showing the donor's account number along with a copy of the cashier's check

· Additional requirements:

· Evidence escrow has received the funds from the donor’s verified account

· Fully executed gift letter



· Note: If the gift funds are being borrowed by the donor and documentation from the bank or other savings account is not available, the Mortgagee must have the donor provide written evidence that the funds were borrowed from an acceptable source, not from an Interested Party.



Gift Letter Requirements

The loan file must also contain a gift letter specifying the following items (this can be generated from Reverse Vision or Quantum Reverse):

· The dollar amounts

· The name of the donor

· The name of the donor’s bank and account number

· The donor’s signature

· The donor’s address

· The donor’s telephone number

· The donor’s relationship to the Borrower

· The names of the Borrowers and their signatures

· That no repayment is required



· Note: In the case of a HECM Purchase transaction, the funds cannot have been made available to the Borrower or donor from any person or entity with an interest in the sale of the property.



		Section 10.6  Acceptable Source of Funds

		



		Existing Guideline

		Updated Guideline



		Prospective borrowers must use their own funds (funds obtained from sale of assets, or sale of personal property) or gift funds for the required funds to close.



· Note: Each source of funds requires specific documentation.



Acceptable sources in funds to close may include, but are not limited to:

· Checking/Savings accounts

· Business checking/savings accounts, only if:

· Borrower is 100% owner of business and evidence of this is documented

· CPA letter is provided stating use of funds will not negatively affect the business in anyway

· Certificates of deposits – must be liquidated

· Stock, Bonds, Mutual Funds – most must be liquidated

· Sale of borrower owned Real Estate:

· Gift funds

· Sale of Personal Property – requires adequate paper trail

· Proof borrower owns personal property (copy of title, receipt from purchase etc.)

· Third party valuation

· Copy of fully executed bill of sale

· Copy of check from buyer to seller

· Proof funds deposited to borrower’s account

· Savings Bonds – must be liquidated

· IRA’s - most must be liquidated, not borrowed against

· 401(k) and Keough Accounts - most must be liquidated, not borrowed against

· Thrift Savings Plans - most must be liquidated

· Life Insurance Policies – must be fully surrendered, not borrowed against



When borrower(s) are required to bring funds to the closing table, regardless of the amount that is needed, satisfactory documentation must be obtained to ensure the borrower(s) have sufficient and acceptable funds. Under no circumstance are borrowed funds from any source acceptable.

		Prospective borrowers must use their own funds (funds obtained from sale of assets, or sale of personal property) or gift funds for the required funds to close.



· Note: Each source of funds requires specific documentation.



Acceptable sources in funds to close may include, but are not limited to:

· Checking/Savings accounts

· Business checking/savings accounts, only if:

· Borrower is 100% owner of business and evidence of this is documented

· CPA letter is provided stating use of funds will not negatively affect the business in anyway

· Certificates of deposits – must be liquidated

· Stock, Bonds, Mutual Funds – most must be liquidated

· Sale of borrower owned Real Estate:

· Must verify and document the actual sale and the net proceeds by obtaining a fully executed closing disclosure or similar legal document

· Must also verify and document that the transaction was arms-length, and that the Borrower is entitled to the Net Sale Proceeds

· Gift funds

· Sale of Personal Property – requires adequate paper trail

· Proof borrower owns personal property (copy of title, receipt from purchase etc.)

· Third party valuation

· Copy of fully executed bill of sale

· Copy of check from buyer to seller

· Proof funds deposited to borrower’s account

· Savings Bonds – must be liquidated

· IRA’s - most must be liquidated, not borrowed against

· 401(k) and Keough Accounts - most must be liquidated, not borrowed against

· Thrift Savings Plans - most must be liquidated

· Life Insurance Policies – must be fully surrendered, not borrowed against

· Disaster Relief Grants:

· Must verify and document the Borrower’s receipt of the grant and terms of use

· Cash on Hand:

· Must verify that the Borrower’s Cash on Hand is deposited in a financial institution or held by the escrow/title company; and

· Must verify and document the Borrower’s Cash on Hand by obtaining an explanation from the Borrower describing how the funds were accumulated and the amount of time it took to accumulate the funds; and

· Must also determine the reasonableness of the accumulation based on the time period during which the funds were saved and the Borrower’s: 

· income stream;

· spending habits;

· documented expenses; and

· history of using financial institutions.



When borrower(s) are required to bring funds to the closing table, regardless of the amount that is needed, satisfactory documentation must be obtained to ensure the borrower(s) have sufficient and acceptable funds. Under no circumstance are borrowed funds from any source acceptable.



		Section 10.7 Ineligible Source of Funds

		



		Existing Guideline

		Updated Guideline



		The following funding sources MAY NOT be used:

· Cash on hand/ mattress money

· Bridge Loan Error! Reference source not found.

· Loan(s) against other real estate owned (REO)

· Subordinate liens

· Personal/Unsecured Loans

· Cash withdrawals from credit cards

· Seller financing

· Any other lending commitment

· Loans against borrower(s) assets (401k accounts, life insurance policies, brokerage accounts)

· Sweat Equity

· Trade Equity

· Rent Credit

· Down payment assistance programs (DAP)

· Cash or its equivalent, in whole or in part, from the following parties, before, during, or after loan closing:

· The seller or any other person or entity that financially benefits from the transactions

· Any third (3rd) party or entity that is reimbursed, directly or indirectly, by any of the parties described in the previous bullet

· Foreign funds

		The following funding sources MAY NOT be used:

· Bridge Loan Error! Reference source not found.

· Loan(s) against other real estate owned (REO)

· Subordinate liens

· Personal/Unsecured Loans

· Cash withdrawals from credit cards

· Seller financing

· Any other lending commitment

· Loans against borrower(s) assets (401k accounts, life insurance policies, brokerage accounts)

· Sweat Equity

· Trade Equity

· Rent Credit

· Down payment assistance programs (DAP)

· Cash or its equivalent, in whole or in part, from the following parties, before, during, or after loan closing:

· The seller or any other person or entity that financially benefits from the transactions

· Any third (3rd) party or entity that is reimbursed, directly or indirectly, by any of the parties described in the previous bullet

· Foreign funds
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