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Introduction

About Planet Home Lending, LLC

Planet Home Lending, LLC (Planet) is a full-service, private mortgage banker offering a wide variety
of mortgage solutions.

Planet is proud to be:

an approved Seller/Servicer for Fannie Mae and Freddie Mac
a Ginnie Mae Approved Issuer
HUD approved

Planet will purchase loans underwritten and closed by the Seller in all states and the U.S. territory
of Puerto Rico.

See Chapter 1: Seller Eligibility for details.

Our Commitment to Partnership

At Planet, we are dedicated to professionalism and excellence in service. Our focus is on creating
long-term, value-added partnerships by offering tailored business strategies to meet the specific
needs and goals of our sellers.

We are committed to:

Developing trusted relationships
Delivering superior customer service that exceeds Seller expectations
Following disciplined processes and industry best practices

Available Programs

Planet offers a diverse range of conventional and government loan solutions to meet various
borrower needs, including:

Conventional Programs

Fannie Mae:
® Conforming & High Balance
® HomeReady
B RefiNow

Planet Home Lending, LLC Proprietary and Confidential Page 1



HomeStyle Renovation

B Texas 50(a)(6) & Texas 50(f)
Freddie Mac:

Conforming & Super Conforming
Home Possible

HomeOne

Refi Possible

Choice Renovation

Choice Reno eXPress

Government Programs

FHA Purchase 203(b)

FHA Streamline Refinance

FHA 203(k) Standard

FHA 203(k) Limited

FHA 203(h) PDMDA (Presidentially Declared Major Disaster Area)

VA Purchase

VA IRRRL

VA Cash Out

VA Alterations and Repair

USDA Purchase

USDA Non-Streamlined Refinance
USDA Streamlined Refinance

USDA Streamlined-Assist Refinance

Equity Programs

Second Lien
® Home Equity Loan 2nd Lien (HELOAN)

CORE Seller Portal

Approved Sellers receive secure logins to the CORE Seller Portal at www.phlcorrespondent.com.
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The CORE Seller Portal provides convenient access to essential tools designed to support efficient
loan delivery, promote transparency, and encourage ongoing education throughout the process,
including:

o

Communications — Stay informed on announcements, new products, pricing changes, and procedural
updates

o

Loan Delivery — Submit files, upload documentation, hit submit!

o

Pipeline Management — Easily view real-time data and reporting for your loan pipeline

o

Pricing — View current rate sheets, lock, update, or extend your rate lock. You can also run pricing
scenarios using our Generate Pricing Scenario (GPS) platform

o

Product Resources — Find our Seller Guide, forms, matrices, how-to documents, and FAQs to help
support your product needs

o

Training — Use the Planet CORE online training center for on-demand and live webinars

Marketing Materials

From time to time, Planet Home Lending, LLC (Planet) may make available general or template
marketing materials, tools, or resources (the "Materials") to its approved Correspondent Sellers for
their independent use. These Materials are provided solely as a convenience and are intended for
informational and illustrative purposes only.

No Warranty or Guarantee

By providing such Materials, Planet does not warrant, endorse, or guarantee the accuracy,
completeness, or compliance of the content with any applicable laws, including but not limited to
federal, state, or local consumer protection, advertising, or lending laws and regulations.

Seller Responsibility

The Correspondent Seller is solely responsible for reviewing, modifying, and using the Materials in
a manner that complies with all applicable laws and the Correspondent Seller’s own policies,
standards, and brand requirements. Use of the Materials is entirely at the Correspondent Seller’s
own risk.

Disclaimer of Liability

Planet expressly disclaims any and all liability, loss, or damages, whether direct or indirect, arising
out of or related to the use, modification, or distribution of the Materials by the Correspondent
Seller or any third party.
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Compliance and Fraud Policy

Planet is an equal credit opportunity lender and adheres to all applicable federal and state fair
housing and anti-predatory lending laws. Planet has a ZERO tolerance fraud policy:

Any evidence of Seller involvement in loan misrepresentation or fraudulent activity will result in
immediate termination.

Use of the Seller Guide

This Seller Guide contains confidential information and is the sole property of Planet Home
Lending, LLC. It may not be reproduced or used for any purpose other than transacting business
with Planet.

Unless otherwise noted, the Seller Guide applies to both conventional and government programs

If a topic is not addressed in the Planet program guidelines or Overlay Document, Sellers must follow
applicable Agency Guidelines.

Guide Updates and Announcements

Sellers are responsible for staying up-to-date on Planet's current loan programs, guidelines, and
announcements.

o

All updates and announcements are posted on the CORE Seller Portal

o

Updates become effective as of the date stated on the update or announcement

o

Loan locks and commitments are priced according to the effective date provided in the update or
announcement.

It is the Seller's responsibility to address any and all questions regarding Planet's policies and
guidelines.

Questions regarding policies and guidelines should be directed to your Regional Sales Manager
(RSM).

Hours of Operation

Monday through Friday: 8:00 A.M. to 5:00 P.M. Pacific Time
Sales Service Representatives: 6:30 A.M. to 5:30 P.M. Pacific Time.

Holiday Closures:

New Year's Day
Martin Luther King, Jr. Day
Presidents' Day
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Memorial Day
Juneteenth Day
Independence Day
Labor Day
Thanksgiving Day
Christmas Day
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Chapter 1: Seller Eligibility

Correspondent Approval Overview

The Seller must meet certain qualifications before it may do business with Planet Home Lending,
LLC (Planet). These eligibility requirements allow Planet to determine whether the prospective
Seller operates in a manner consistent with our current practices and exercises prudent risk
management.

Planet will review, among other things, the Seller's financial condition, mortgage banking
experience, loan performance, and licensing. The first phase of the review process is conducted
within Comergence, a risk management solution for the due diligence and ongoing monitoring of
third-party vendors. Comergence provides Planet with background checks, licensing verifications,
authentication of corporate filings and additional information. During the second phase, personnel
from Planet's Legal and Compliance Departments reviews the Seller's entire submission and
determines whether the applicant should be approved as a Correspondent Seller. The ultimate
decision rests with Planet's Chief Compliance Officer/Senior Counsel.

Loans submitted for purchase shall be subject to extensive Quality Assurance (QA) reviews. During
the QA review, unsatisfactory loans may be returned to the Seller for correction or, depending on
the nature of the defect, rejected outright.

Planet's Quality Control Department (QC) will perform reviews on a random sampling of purchased
loans. Correspondents are required to respond promptly to any material adverse findings
identified during QC reviews. Failure to provide a timely and satisfactory response may result in
remedial actions, including but not limited to:

Repurchase demand

Indemnification

Refund of service release premium (SRP)
Reimbursement of any premium paid above par, and/or

ik wN e

Reimbursement for damages incurred by Planet
Eligibility
Seller eligibility requirements include, but are not limited to, the following:

Financial

The Seller must meet stated minimum net worth and liquidity requirements. Documentation
requirements are based on the Seller’s delegation status. Delegated Sellers must provide the most

Planet Home Lending, LLC Proprietary and Confidential Page 6



." @-.

b Y

Introduction

recent two years of audited financial statements. Non-Delegated Sellers may provide their two
most recent audited financials, or if unavailable two years of corporate federal income tax returns.
All Sellers are required to submit year-to-date interim financials (balance sheet and profit & loss
statement).

Seller will be required to provide current financial statements at the time of recertification. Seller is
obliged to notify Planet immediately upon the event of a material change in the Seller's financial
position.

Net Worth

Delegated:

A Seller must have a minimum adjusted net worth (ANW) of $1,000,000 calculated in accordance
with generally accepted accounting principles (GAAP) with 20% liquidity. Banks and Credit Unions
must have a minimum capital ratio designated as “Well Capitalized."

Sellers with adjusted net worth < $2,000,000 are required to:

Maintain a leverage of 15%,
Maintain a repurchase rate < 25% of ANW, net of reserves, and

o

Provide most recent audited year-end and quarterly financial statements to document profitability.
Non-Delegated:

A Seller must have a minimum adjusted net worth (ANW) of $250,000 calculated in accordance
with generally accepted accounting principles (GAAP) with 20% liquidity. The Seller must provide
two years Corporate tax returns or audited financials, if available, and current year-to-date P&L
and balance sheet to demonstrate net worth.

Licensing

Seller must be licensed to close loans in own name or exempt from state licensing requirements.
Seller is required to be licensed at the time of loan origination through purchase by Planet.

Experience

Mortgage lending or banking must be the Seller's primary business. It is required the Seller have
qualified, experienced operations and management staff that is responsible for all aspects of the
loan manufacturing process, compliance with the Seller Guide, and all agency and regulatory
requirements. In addition, the Seller must have an adequate history of loan production to
demonstrate the experience and capability of delivering closed loans to Planet.

Planet Home Lending, LLC Proprietary and Confidential Page 7
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Fair Lending

The Seller must strictly comply with all applicable Fair Lending laws and regulations. All loans must
be prudently originated. The Seller must treat each of its borrowers in a fair and consistent
manner. Discrimination based on race, color, sex, sexual orientation, disability, national or ethnic
origin, marital or familial status, religion, or age is unlawful and is not tolerated. Should a regulator
cite the Seller for a Fair Lending violation, Planet shall exercise its right to terminate the
relationship.

Errors & Omissions / Fidelity Bond

The Seller is required to maintain Errors & Omissions (E&O) and Fidelity Bond coverage. A
declaration of Fidelity Bond coverage must evidence that Seller has a minimum coverage of
$300,000 per occurrence. Seller's coverage must include incidences of injury or loss to third parties
engaged in mortgage banking and/or brokers, directors, officers, and employees against claims of
actual or alleged breach of duty, negligent acts, misstatements, misleading statements, errors, and
omissions. The E&O coverage must include, among other things, negligence, errors, and omissions
with regard to hazard and flood insurance, mortgage insurance, flood zone determinations,
payment of real estate taxes, and compliance with regulatory reporting requirements. The E&O
policy must set forth a deductible no greater than $50,000.

Litigation

The Seller is required to notify Planet of all material litigation and consumer complaints, including
those filed by a regulator or the Better Business Bureau on a consumer's behalf.

Delegation

Underwriting Delegation

Seller must be expressly authorized by Planet to engage in delegated underwriting. Seller must
underwrite all loans in accordance with industry accepted best practices. Delegated underwriting
authority does not imply any agency relationship, partnership or joint venture between the Seller
and Planet. Planet may terminate the Seller's delegated authority in writing at any time, with or
without cause.

Delegated Underwriting Eligibility

The Seller must meet the following minimum requirements for delegation authority:
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Delegated Requirement

Management Experience 5 years

Underwriter Experience 5 years

Loan Amount Up to Agency High Balance Limits

Minimum Adjusted Net Worth | $1,000,000

Liquidity 20.00%

Non-Delegated Underwriting Eligibility

The Seller must meet the following minimum eligibility requirements for a non-delegated approval:

Non-Delegated Requirement

Management Experience 3 years

Minimum Adjusted Net Worth | $250,000

Liquidity 20.00%

Additional eligibility requirements apply to a Seller submitting government loans for underwriting
by Planet.

FHA Sponsored Third-Party Originator (TPO)

A non-delegated, approved Seller that is also approved as a FHA Mortgagee, has the option of
being a Sponsored TPO. Seller must be expressly authorized by Planet to deliver loans for
underwriting under the Sponsored TPO program.

FHA Principal/Authorized Agent

A non-delegated, approved Seller that is also approved as a FHA Mortgagee with unconditional
Direct Endorsement (DE) authority, has the option of being a Principal/Authorized Agent. Seller
must be expressly authorized by Planet to deliver loans for underwriting under the
Principal/Authorized Agent program.

TPO Loan Delivery (4th Party)

Minimum Requirements

Delegated Underwriting Experience ‘ 5 years

Planet Home Lending, LLC Proprietary and Confidential Page 9
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Minimum Requirements

Third Party Origination (TPO) Experience | 5 years

Adjusted Net Worth $5,000,000

U.S. Territories

For properties located in approved U.S. territories, Sellers must be expressly authorized by Planet
to submit loans for purchase.

Standard Conventional Conforming Loans

Fannie Mae Desktop Originator Sponsorship

Planet offers sponsorship to Fannie Mae's Desktop Originator (DO) system for Seller's that do not
have a Seller/Servicer Master Agreement with Fannie Mae. Planet DO sponsorship will allow
Seller's access to Fannie Mae's Desktop Underwriter (DU) automated underwriting system.

DO Registration

Sellers may register their company for the DO system through the following link:

Desktop Underwriter and Desktop Originator Learning Center
Select the link for DO Online Registration for Brokers under the "Other Resources" heading, which
will lead you to the registration instructions within Fannie Mae's Technology Manager.

Sponsorship Request

Once registered to use DO, the Seller may request Planet Home Lending as a sponsor by
completing the following steps through the Technology Manager Application after signing in with
their log-in credentials:

o

Click Request Additional Sponsorships
Planet Home Lending, LLC from the list of Sponsoring Lenders

® When assigning DU access, please select 692313 — Planet Home Lending, LLC
Complete the remaining instructions to submit the access request.

Sponsorship Approval

Fannie Mae will inform Planet's TPO Client Administration regarding the sponsorship authorization
request. Once Planet has accepted the sponsorship request, Fannie Mae will notify the Seller the
request has been approved.
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Please note that changing sponsors may result in a new case file ID being generated, which may
update/change the AUS findings.

Government Loans

Additional eligibility requirements apply to a Seller submitting government loans. Seller must be
expressly authorized by Planet to submit FHA, VA and USDA loans for purchase. Seller must be
approved and have the ability to originate, process, and close FHA, VA and USDA loans using
industry accepted best practices.

Additional eligibility requirements apply to all Sellers submitting government loans for purchase in
Puerto Rico. Approved Sellers must be expressly authorized by Planet, and have the ability to
originate, process, and close loans using industry accepted best practices.

FHA Approval Request

The Seller must meet the following minimum requirements for submitting FHA loans for purchase:

FHA Approval Minimum Requirements

Delegated Underwriting Lender Approval | HUD Direct Endorsement (DE) Approval Required

Management Experience 5 years
Neighborhood Watch Compare Ratio Less than 150%
Non-Delegated Sponsorship HUD Title Il Approval

VA Approval Request

The Seller must meet the following minimum requirements for submitting VA loans for purchase:

VA Approval Minimum Requirements

Delegated VA Automatic Lender Approval or a Supervised Lender as defined by VA
Underwriting
Lender Approval

Delegated VA Underwriter LAPP/SAR Approval

Underwriting

Approval

Management 5 years

Experience

Non-Delegated Seller must submit VA sponsorship request to Planet and have the VA recognize the
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VA Approval Minimum Requirements
Sponsorship Seller as an Agent of Planet prior to loan submission. Sponsorship must be updated
annually.

USDA Approval Request

The Seller must meet the following minimum requirements for submitting USDA loans for
purchase:

USDA Approval Minimum Requirements

Delegated Underwriting | USDA approval as a Rural Development SFHGLP lender (Form 1980-16 or 3555-
Lender Approval 16)

Management 5 years
Experience

Delegated Underwriting | 5 years

Experience
Non-Delegated Non-Delegated Seller must request USDA sponsorship approval from Planet.
Sponsorship The relationship must be recognized by the USDA in GUS.

eNotes

An electronic promissory note (eNote) is the digital equivalent of a paper promissory note. Like a
paper note, an eNote includes the terms for repayment of the loan (e.g., interest rate, loan term,
loan amount). Unlike a paper note, an eNote includes language that identifies it as eNote that is
electronically generated, presented, and signed (eSigned).

Prior approval from Planet is required for eNote delivery.

To begin the approval process, Sellers should reach out to their Regional Sales Manager for
documentation required for approval.

Planet Client Administration will coordinate eNote systems and warehouse testing with the Seller.
Upon completion, Planet TPO Client Administration will provide final approval.

Application Process

The prospective Seller is directed to the Comergence website to complete the application form and
upload all documents required by Planet. The use of Comergence is mandatory for the application
and recertification processes. Under no circumstances will Planet accept paper applications.
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The following documentation must be included in the application package submitted for approval:

1. Completed Correspondent Application (www.comergence.com)

© N W

10.
11.
12.

13.
14.

15.
16.
17.

Executed Correspondent Agreement
Financials

Delegated Sellers: Previous two years’ Audited Financial Statements

Non-Delegated Sellers: Previous two years’ Corporate Tax Returns

Most current year-to-date interim financial statements signed by CFO (Depository Institutions may
provide the most current quarterly FDIC CALL/TFR report.)

List and resumes of key employees
Organizational Chart
Articles of Company Formation

Copy of Fidelity Bond Coverage (minimum $300,000) and Errors & Omissions with deductible no
greater than $50,000

Appraisal Management Policy
Vendor Management Plan
Quality Control Plan

QC Reports

Delegated Sellers Only: Most recent two months' QC reports with management
responses to adverse findings

Copies of Agency Approval Letters

Warehouse References - Evidence of ‘'minimum of two warehouse lines of credit or alternative
acceptable funding sources

Investor Scorecards, two minimum

Zero Tolerance Loan Fraud Policy

IRS Form W-9

FHA Approval (additional items if applicable):

18.
19.

Delegated Sellers Only: DE Underwriter's resumes
FHA Lender Approval Letter

FHA 203(k) Delivery Approval:

20.
21.

Completed Questionnaire
FHA 203(k) management policies and procedures

VA Approval (additional items if applicable):

22.

Delegated Sellers Only:

Planet Home Lending, LLC Proprietary and Confidential Page 13
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o

VA Automatic Lender Approval Letter
Resumes of VA Underwriters

23. Non-Delegated Sellers Only:

o

VA Sponsorship Request Form
USDA Approval (additional items if applicable):
24. Delegated Sellers Only

Fully-executed Form RD 3555-16 or Form 1980-16
USDA Underwriter's resumes

o

25. Non-Delegated Sellers Only:

o

USDA Sponsorship Request Form

Comergence performs the following tasks as to all of Seller's direct individual owners:

o

Validation of corporate NMLS ID and all NMLS ID's associated with the company

o

Last seven years' State and Federal Civil Filings
" Last seven years' State and Federal Criminal Filings

HUD Limited Denial Participation (LDP)

~  Office of Foreign Assets Control (OFAC)

Excluded Parties List System (EPLS)

Last seven years' Mortgage and Financial Sanctions

Validation of Social Security Number

Validation of status with Secretary of State of incorporation for all applicable institutional structures
(if publicly available)

DBA / Fictitious business names as reflected in NMLS.

Comergence performs the following tasks as to all of Seller's banks and credit unions:

o

FDIC Certificate Number
NCUA Charter Number
Corporate NMLS ID and all NMLS ID's associated with the bank or credit union are validated

o

o

Last seven years' State and Federal Civil Filings as applicable

HUD Limited Denial Participation List (LDP)

Office of Foreign Assets Control (OFAC)

Last seven years' Mortgage and Financial Sanctions

Validation of status with Secretary of State of incorporation (if publicly available)
All state registrations that appear in NMLS

DBA/Fictitious business names reflected in NMLS.
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Comergence performs constant monitoring of the following information:

o

Judgments and Tax Liens

o

Bankruptcies
" Civil and Criminal Records
" OFAC

o

Information appearing in the NMLS database.

A Planet analyst verifies that the file is complete, reviews the Comergence results, and performs
the following tasks:

o

Analyze historical loan production, financial statements, organizational structure, experience of key
officers, etc.

Review all applicable information contained in HUD's Neighborhood Watch database. Seller's
Compare Ratio may not exceed 150%

Confirm that Mortgage Loan Purchase Agreement and any addenda are unaltered, entirely
completed and fully executed

The analyst offers a recommendation to Planet's Chief Compliance Officer/Senior Counsel who
issues the ultimate determination of Seller's application.

NOTE: All inquiries relating to the approval process should be directed to the Seller's Regional Sales
Manager.

Approvals
Seller Approval

Seller is informed of approval in writing. Upon approval, Planet issues a Seller Identification
Number and an administrative login granting access to Planet's CORE Seller Portal. Additional
credentials are issued upon request if so authorized.

Special Approvals

An approval letter is issued by Planet, indicating the Seller's Underwriting Delegation Authority and
approval to deliver the following loan types:
" FHA*
Home Equity 2nd Liens (HELOAN)*
Renovation loans*

o
o

o

Loans in Puerto Rico*
VA loans

USDA loans

Loans utilizing eNotes
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NOTE: *Planet requires the Seller or Third-Party Originator (TPO) to maintain a minimum net worth of
$1,000,000 to be eligible to deliver these specific loan types.

Ongoing Requirements

Planet uses Correspondent Surveillance Services through Comergence. This service includes
ongoing monitoring of all licenses in each state that the Seller is conducting business. Should
Planet receive any potentially adverse data, it is reviewed by Planet's VP Counterparty Diligence.

Furthermore, Planet shall review Seller's activity on a quarterly basis to determine if its current
approval status should continue. If Seller failed to deliver any loans for purchase within the
previous 90 days, its status may be changed to terminated or inactive. Relevant metrics are
analyzed (i.e., volume, pull through percentage, and overall loan quality) to establish whether an
adjustment has become necessary.

Annual Recertification (Seller Annual Renewal)

Planet sends an initial "notification of renewal" to the Seller 30 days prior to their recertification
date. If the Seller has not completed the recertification process within the allotted time frame,
Planet sends a second and final notification giving an additional 15 days to complete the
recertification.

At the time of recertification, the Seller is required to update their information in Comergence. The
Seller must upload all mandatory documents and current information into the Comergence portal.
The Seller is notified once the recertification is completed.

Failure to recertify within the allotted time frame may result in suspension. The documents
required for annual recertification include:

=

Completed Renewal Correspondent Application (www.Comergence.com)

N

Financials:

Delegated Sellers Only: Prior year’s audited financial statements

Non-Delegated Sellers Only: Prior year’s corporate tax returns

3. Most recent year-to-date interim financial statements signed by CFO (Banks may provide the most
current quarterly FDIC CALL/TFR report.)

4. Organizational Chart (if updates are needed)
5. Updated declaration pages:

Fidelity Bond (minimum of $300,000)
E&O coverage evidencing maximum deductible of $50,000

o

Quality Control Plan (if updates are needed)
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Maintaining Eligibility and Authorities

The Seller must provide Planet with timely notification of significant events that materially impact
their ownership, corporate structure, or financial status. Examples of such significant events are set
forth below.

Notification of change in corporate structure or management personnel must be provided to
Planet in writing to TPO Administration. Notification must include current organization charts and
resumes of new officers and owners. Planet reviews the circumstances and determines if the
Seller's status must be changed.

Examples of Significant Events

o

Material change in ownership: merger, consolidation, or reorganization. Notice must be given to
Planet in advance of a corporate restructuring (except when such notice is prohibited by law or
contract).

Change in the name of the business.

Change in the address or main telephone number of headquarters.

Change in management.

Material adverse change in financial condition.

Rating agency downgrades the organization.

Any change in banking relationships including warehouse lines of credit and wiring instructions.
Any adverse action taken by a warehouse lender, FHA, VA , HUD, USDA, Freddie Mac, Fannie Mae,
state regulator, or any other regulatory agency.

Regulatory sanctions.

Judgments filed against the organization.

Termination or suspension by an agency or investor.

Discovery of any fact or circumstance rendering a loan sold to Planet to become ineligible for
purchase.

An agency, regulatory or judicial finding, or other determination of noncompliance with Appraiser
Independence Requirements (including, but not limited to, the Appraisal Independence
Requirements set forth in Section 1472 of the Dodd-Frank Wall Street Reform and Consumer
Protection Act).

Any internal reviews that identify critical loan quality issues must be provided to Planet within 60
days of issuance.

Any extraordinary delay in the Seller's quality control reporting.

Termination

Termination with Cause

Seller may be terminated with cause for reasons including, but not limited to:
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Fraud or misrepresentation of material facts

Criminal conviction of organization, owner or executive officer
Suspension or revocation of any of the Seller's state lending licenses
Breach of Representations, Warranties, or Covenants

Excessive number of demands to repurchase

Unacceptably low production level or pull-through percentages

A notice of termination for cause shall become effective immediately upon receipt. Seller's entire
active pipeline shall be canceled unless doing so would cause irreparable harm to a consumer.

Termination without Cause

The Seller can be terminated without cause by Planet upon 30-days' written notice. Only loans
locked prior to the termination date are eligible for purchase. A Seller terminated without cause
must close out its pipeline by the expiration date of the lock agreement or the termination date,
whichever is sooner.

Termination (with or without cause) shall be affected as follows:

Seller's termination is documented within Planet's CORE Seller Portal
The relationship between Planet and the Seller is terminated in Comergence
Planet issues a notice of termination in writing to the Seller
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Chapter 2: Compliance

Overview

Seller has complied with all federal regulations and state laws in the origination, processing and
closing of mortgage loans.

Planet requires strict compliance with all Federal Regulations, in addition to all state and local laws,
rules and regulations. The Seller should contact its legal counsel for advice on complying with these
regulations and laws.

Loans submitted to Planet for purchase must comply with all Federal Regulations, including, but
not limited to:

“ Equal Credit Opportunity Act (ECOA, Regulation B), CFPB 12 CFR, Chapter X, Part 1002.

" Fair Credit Reporting Act (FCRA / FACTA, Regulation V), CFPB 12 CFR, Chapter X, Part 1022.

" Fair Housing Act, FDIC regulation "Part 338--Fair Housing," which implements section 805 of title VIII
(Fair Housing) of the Civil Rights Act of 1968 (Pub. L. No. 90--284; 82 Stat. 81.)

" Home Mortgage Disclosure Act (HMDA, Regulation C), CFPB 12 CFR, Chapter X, Part 1003.

Mortgage Disclosure Improvement Act (Amendment to Regulation Z) CFPB 12 CFR, Part 226.

Privacy of Consumer Financial Information (Regulation P), CFPB 12 CFR, Chapter X, Part 1016.

~ Real Estate Settlement and Procedures Act (RESPA, Regulation X), CFPB 12 CFR, Chapter X, Part 1024.

S.A.F.E. Mortgage Licensing Act—Federal Registration of Residential Mortgage Loan Originators,

(Regulation G), CFPB 12 CFR, Chapter X, Part 1007.

S.A.F.E. Mortgage Licensing Act—State Compliance and Bureau Registration System, (Regulation H),

CFPB 12 CFR, Chapter X, Part 1008.

~ TILA-RESPA Integrated Disclosure rule (TRID Regulation X and Z), CFPB, 12 CFR, Chapter X, Part 1024,
1026.

~ Truth-In-Lending Act (TILA, Regulation Z), CFPB 12 CFR, Chapter X, Part 1026, including Homeowners
Protection Act (PMI Cancellation) and Home Ownership and Equity Protection Act.

Laws and Acts

Seller has established and implemented policies and procedures that comply with any newly
enacted Laws and/or Acts regarding the operations and disclosures with the mortgage industry,
including, but not limited to:

~  Ability to Repay (ATR) and Qualified Mortgage (QM)
~ Anti-Money Laundering (AML) and Suspicious Activity Reporting (SARs)

o

Appraisal Independence Requirements (AIR)

o

Fair Lending
Net Tangible Benefit

o
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Patriot Act and OFAC
Red Flags
Risked-Based Pricing

"~ TRID

State-Specific Requirements

Planet requires all state-required disclosures be included in the loan files executed by the borrower
(s) and will require all state restrictions of law to be applied to all of the loans submitted for
purchase. The Seller should contact its legal counsel for advice on complying with all state
disclosure requirements, laws and restrictions.

Planet Commonly Used Terms Defined

Within the scope of this Seller Guide, the terms below will have the following meanings:

o

o

o

o

o

o

Closing: Signing of loan documents

Closing Disclosure: Replaces the HUD-1 and the final TIL effective with applications received on or
after October 3, 2015.

Disbursement: The Settlement Agent disburses the loan proceeds.

EOR (End of Rescission) Funding States: Applies in states where, by law, the lender is required to
fund the loan the day after the rescission period ends on owner-occupied refinance transactions.

Funding: Lender wires funds to the Settlement Agent.
GFE: Good Faith Estimate (N/A with applications received on or after October 3, 2015).

Impounds: Monthly collection of 1/12th of the hazard insurance, flood insurance, taxes and
mortgage insurance premiums.

Legal Docs: The Note, Deed of Trust, Mortgage and lender required documents accompanying the
Note.

Loan Estimate: Replaces the GFE and initial TIL effective with applications received on or after
October 3, 2015.

NORTC: Notice of Right to Cancel (Rescission Notice).

" TIL: Truth-In-Lending Disclosure (N/A with applications received on or after October 3, 2015).

Wet Funding States: On purchase and non-owner occupied transactions in states that require
disbursement of funds at the closing table.

Anti-Predatory Lending and Fair Lending Guidelines Policy

Many state and federal agencies have enacted laws and regulations devised to prevent abuses in
the mortgage industry. Planet does not condone or knowingly engage in predatory lending or
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abusive lending practices. Planet will not enter into or maintain any business relationships with any
person or entity that participates in what it deems to be predatory lending practices. Planet
requires and expects high ethical standards and practices from the Seller at all times.

Planet requires the Seller to comply with all of the requirements of the Equal Credit Opportunity
Act (Regulation B) and all other anti-discriminatory regulations and laws. Planet shall only maintain
business relationships with those persons and entities which provide credit services to all qualified
individuals without discrimination on the basis of race, color, national origin, religion, gender,
marital or familial status, age (ability to contract), handicap, receipt of income from a public
assistance program, or good faith exercise of rights under the Consumer Credit Protection Act.

LDP and SAM List Verifications

All parties on government transactions should be checked against the FHA Limited Denials of
Participation (LDP) and System for Award Management (SAM) exclusionary lists for matches. These
parties may include, but are not limited to:

o (=]

Appraiser Mortgage Processor
"~ Appraisal Company ~ Mortgage Underwriter
" Borrower(s) ~ Seller(s)
" Closing Agent ~ Selling Agent

Lender Title Company

Listing Agent 203(k) Consultant

Mortgage Loan Originator

If any of the parties to the transaction are matched to an entity on the list, the match must be
thoroughly reviewed to ensure the party is not one in the same.

The loan file should contain a printout from the exclusionary lists indicating either a match or no
match. If the party to the transaction ends up being the same as the entity on the list, Planet will
not purchase the loan. If there is strong evidence and/or documentation to show that the
individual is not one in the same, the documentation must be provided from the Seller and
included in the loan file. Purchase of the loan is subject to Planet review of the documentation.

The LDP and SAM lists can be accessed at:

LDP: Limited Denials of Participation

SAM:Excluded Parties List System
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OFAC Specially Designated Nationals (SDN) List Verification

All borrower(s) must be checked against the Office of Foreign Asset Control, Specially Designated
Nationals List (OFAC SDN List). If any borrower is identified as a match, the data must be reviewed
to ensure the individual is not the party associated with the transaction.

The loan file should contain documentation that the Seller completed a thorough review and the
borrower(s) is not one and the same person. If the match had not been investigated, the loan is
not eligible for purchase by Planet. If the match has been investigated and the loan file contains
documentation of this process and the result is negative, the loan is eligible for purchase by Planet.

The OFAC SDN list can be accessed at: Office of Foreign Assets Control

Additional information regarding the OFAC SDN List and instruction on when to call the OFAC SDN
Hotline can be found at:

o

U.S. Department of the Treasury or
" Call 1-800-540-6322.

Loan Estimate

A Loan Estimate (LE) must be provided within three business days after receipt of a completed
application. An application is complete upon receipt of the following six items:

o

Borrower Name

o

Borrower Income

o

Borrower Social Security/ITIN

o

Subject Property Address

o

Estimate of the Property Value

o

Loan Amount Requested

The initial LE is binding and must reflect the fees and charges the borrower is expected to pay at
closing. Fees for appraisals and/or settlement services cannot be collected prior to receiving an
intent to proceed from the borrower.

Increases in fees and/or charges from the initial LE and re-disclosure of these increases are only
permitted with a valid changed circumstance and within three business days of the change
occurring. The Seller must provide, in addition to the re-disclosed LE, documentation for all
changed circumstances to support the need to re-disclose.
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In addition, the comparison page (page 3) of the CD Settlement Statement must be compared to
the LEs being submitted with the loan file to ensure the numbers correspond to the submitted LE.
Any amounts over the tolerances permitted by RESPA must be credited to the borrower and show
as a “cure” on the second page of the CD in section J. If there is no “cure” on the CD, the Seller is
required to issue a check to the borrower to “cure” the RESPA violation.

Closing Disclosure

Loan applications originated on or after October 3, 2015 require a Closing Disclosure (CD) be
prepared and delivered to the borrower no later than three business days before consummation.
The CD is considered received at the earliest of the following:

o

The date of the borrower's actual receipt evidenced by documentation received by Planet.

o

Same day if provided in person.
“ If by U.S. mail or other form of delivery and no evidence of earlier actual receipt; three business days
after it is placed into the mail or otherwise sent.

If sent electronically and no evidence of earlier actual receipt, three business days after it is sent.

NOTE: If sent electronically, previous consent to receive documents electronically must be in the file.

When a loan includes more than one borrower and the transaction is not rescindable, the CD may
be provided to only the primary borrower.

When a loan includes multiple borrowers and the transaction is rescindable, the Seller must
provide the CD separately and meet the timing requirements for each borrower who has the right
to rescind under the TIL Act and must also receive a copy of the CD three business days prior to
consummation.

Re-Disclosure

If a CD becomes inaccurate after it has been delivered, then a revised CD must be delivered. A
change in circumstance resulting in re-disclosure will not trigger an additional three business days
waiting period. In those instances, the Seller must provide the re-disclosed CD at or before
consummation. However, any one of the following change in circumstance triggers an additional
three business days waiting period:

" The disclosed APR becomes inaccurate and exceeds tolerance
" The loan product changes
A prepayment penalty is added

APR, Finance Charge and Per Diem Interest Collection Cures

APR, Finance Charge and Per Diem Interest Collection Cures include, but are not limited to:
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Refund of under-disclosed amount or “cure” means the last disclosed TIL was accurate and no
additional disclosure is required.

On CA loans, per diem interest may only be collected one day prior to the disbursement date. If more
was collected at closing, evidence of a refund must be in the loan file.

On FHA loans, per diem interest may only be collected from the day of disbursement. If more was
collected at closing, evidence of a refund must be in the loan file.

The Seller must provide evidence the cure has been issued to the borrower; provide a copy of the
cover letter and a copy of the check sent to the borrower.

Notice of Borrower's Right to Cancel

Refinance transactions (owner occupied homes) that are subject to Notice of Right to Cancel
(NORTC) must contain two NORTC forms given to the borrower at closing. One form is for the
Borrower to keep and, if the Borrower wishes to cancel, the Borrower must execute the other form
and submit to the Seller.

Any changes made to the NORTC form must be initialed by all of the borrower(s). If the borrower
inadvertently signed the “I wish to cancel” section, the NORTC will not be accepted and the loan
document package must be dated (Note date) after the date they signed this section, even if
signed accidentally.

Other common NORTC issues include, but are not limited to:

o

Corrections and/or changes to NORTC are not initialed by all of the borrowers.

Loan funded within the required rescission period. Planet will not purchase loans that were funded
within the rescission period, disclosed or actual. Files should not be delivered or shipped to Planet
until the rescission period has expired.

The “midnight of” date has not been calculated properly, including Saturdays or excluding Sundays
and legal holidays.

o

o

The “midnight of” date does not consider the “later of” the three specific instances per the
regulation; the “transaction date”, the date the borrower received the TIL, or the date the borrower
received the NORTC.

" There is no evidence that the borrower received two copies of the NORTC at closing.

Transaction date is not the same date as the date the borrower signed the loan documents,
evidenced by the notary date on the Deed of Trust/Mortgage.

Planet will not purchase any loan that is in violation of the rescission provisions of the Truth-In-
Lending Act (TILA, Regulation Z), CFPB 12 CFR, Chapter X, Part 1026.23 and re-disclosure of the
NORTC after closing will not be an acceptable cure to this violation.
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Invoices

Invoices are required for certain settlement services (i.e., escrow, appraisal, and credit report). A
breakdown of all fees and charges is required; if any charges on the invoice are “grouped”
together, the entire charge will be placed in the finance charge calculation.

The Seller is required to maintain copies of all invoices, including but not limited to:

Credit Report
Appraisal
Recording Fees

NOTE: Seller may be required to provide documents upon request.

Patriot Act

All persons and entities doing business with Planet must comply with certain criteria regarding the
identity of their borrowers.

Mandatory Check — OFAC Specially Designated Nationals List (OFAC SDN)

All borrowers must be verified against the SDN list either via credit report, other electronic means, or may be
verified manually. Evidence of verification must be in the loan file.

Patriot Act Disclosure — Borrower Information

The Patriot Act Disclosure — Borrower Information form must be completed for each borrower and must be in
the loan file to comply with Section 326 of the Patriot Act. The Patriot Act Disclosure document is used for
borrower identification and to verify the borrower is not on the OFAC SDN list.

Patriot Act Verification / Customer Identification Form

A "Patriot Act verification form" signed at or before closing is a document that borrowers are required to sign to
verify their identity, as mandated by the USA Patriot Act, which aims to combat terrorism financing by requiring
financial institutions to thoroughly check the identities of their customers; this form typically includes details
like name, address, date of birth, and information about the identification documents presented.

Data Collection of Information for Government Monitoring
Purposes

The Demographic Information Addendum must be completed for each borrower. If a face-to-face
interview was conducted and the borrower does not wish to furnish the information, the
interviewer must complete the information based on visual observations or the surname of the
borrower.
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Loans Ineligible for Purchase

Planet will not purchase certain mortgage loans. These loans include, but are not limited to:

o

Any loan originated by a loan originator not licensed or registered in accordance with S.A.F.E.
Mortgage Licensing Act—Federal Registration of Residential Mortgage Loan Originators, (Regulation
G), CFPB 12 CFR, Chapter X, Part 1007 or S.A.F.E. Mortgage Licensing Act—State Compliance and
Bureau Registration System, (Regulation H), CFPB 12 CFR, Chapter X, Part 1008.

High-Cost loans as defined by state or local government.

“ High-Cost Mortgages as defined by the Truth-In-Lending Act (TILA, Regulation Z), CFPB 12 CFR,
Chapter X, Part 1026, Section 32.

Loan files that do not contain a FINAL CD Settlement Statement. This is necessary to ensure
compliance with Regulation Z and RESPA.

Loans originated using predatory or abusive lending practices, defined at the sole discretion of
Planet.

Loans that are funded during the rescission period.

Loans that are not funded in accordance with state WET or EOR provisions.

Loans that violate the tolerance provisions or other requirements of the Truth-In-Lending Act (TILA,
Regulation Z), CFPB 12 CFR, Chapter X, Part 1026, including Homeowners Protection Act. Some cures
may be acceptable.

Loans that violate the TILA-RESPA Integrated Disclosure rule (TRID Regulation X and Z), CFPB, 12 CFR,
Chapter X, Part 1024, 1026.

Loans that violate the Real Estate Settlement and Procedures Act (RESPA, Regulation X), CFPB 12 CFR,
Chapter X, Part 1024, specifically the disclosure of the Good Faith Estimate, re- disclosure of the
Good Faith Estimate and Changed Circumstances.

Loans that are submitted for purchase where the subject property is located in a state Planet is not
licensed to do business.

Ability to Repay / Qualified Mortgage

The Consumer Financial Protection Bureau (CFPB) issued the final regulations to implement the
Ability to Repay (ATR) and Qualified Mortgage (QM) provisions under the Dodd-Frank Act.

Planet is providing general information on ATR/QM rules and Planet requirements. The
information that follows does not cover all ATR and Qualified Mortgage requirements under the
CFPB's final regulation nor is it intended as legal advice. The Seller is responsible to ensure all loans
submitted for purchase to Planet are in compliance with existing state, federal and local laws and
regulations in addition to ATR, QM and Planet guidelines.
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Additionally, the Seller is responsible to ensure all applicable disclosures and documentation
required under the ATR and QM provisions of the Dodd-Frank Act are provided. The Seller should
consult with its own legal counsel to guarantee understanding and compliance of the ATR and QM
rules.

Purchase and refinance transactions secured by owner-occupied and second homes are covered
by ATR/QM rules.

ATR/QM rules do not apply to the following:

o

Investment properties that are for business purposes.
" If the borrower occupies any investment property for > 14 days in any given year, the investment
property is no longer considered for business purposes only and would be subject to ATR/QM rules.
Additionally, there can be no evidence that the borrower purchased/refinanced the investment
property for personal rather than business reasons (e.g., property purchased for a family member).

Any indication of personal reasons the loan is subject to ATR/QM rules.
Construction loans (during the construction phase).

Planet shall not make a loan unless Planet makes a reasonable and good faith determination that
the consumer will have a reasonable ability to repay the loan according to its terms, as outlined in
TILA.

Planet will make a reasonable and good faith determination that the consumer will have a
reasonable ability to repay the loan according to its terms at or before consummation (closing).
Planet may satisfy the requirement to make a reasonable and good faith determination that a
consumer has the ability to repay the covered transaction by making a QM loan in accordance with
the applicable requirements.

In doing so, Planet pursuant to its underwriting standards will review and consider the following
factors which include, but are not limited to:

1. The consumer's current or reasonably expected income or assets, other than the value of the
dwelling, including any real property attached to the dwelling, that secures the loan;

2. If the creditor relies on income from the consumer's employment in determining repayment ability,
the consumer's current employment status;

3. The consumer's monthly payment on the covered transaction, calculated using the greater of the
fully indexed rate or any introductory interest rate and monthly, fully amortizing payments that are
substantially equal (with special rules for loans with a balloon payment, interest-only loans, and
negative amortization loans);

4. The consumer's monthly payment on any simultaneous loan that the creditor knows or has reason to
know will be made, taking into account any mortgage-related obligations and calculated in
accordance with specific requirements depending on if the simultaneous loan is a covered
transaction or a HELOC;

5. The consumer's monthly payment for mortgage-related obligations;
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6. The consumer's current debt obligations, alimony, and child support;
7. The consumer's monthly debt-to-income (DTI) ratio or residual income; and
8. The consumer's credit history.

Planet may request additional documentation if determined necessary to establish a consumer's
reasonable ability to repay the loan. The ability to repay assessment will be determined at or
before the loan is consummated.

Non-QM programs may provide specific investor required documentation and processes in order
to satisfy the ATR requirements for specific programs and scenarios. Planet will comply with the
applicable investor guidelines for loan programs, including Non-QM programs.

Verification using Reasonably Reliable Third-Party Records

Planet will verify the eight underwriting factors using reasonably reliable third-party records that
are specific to the individual consumer and provide reasonably reliable evidence of the information
sought to be verified.

A reliable third-party record includes, but is not limited to:

o

A document or other record prepared or reviewed by an appropriate person other than the
consumer, Planet, or other such interested parties;

o

A copy of a tax return filed with the IRS or a state taxing authority;

o

A record that Planet maintains for an account of the consumer held by the Planet;

o

If the consumer is an employee of Planet, a document or other record maintained by Planet
regarding the consumer's employment status or employment income;

o

A form that Planet gives to a third party to provide information, even if Planet completes parts of the
form unrelated to the information sought.

Third-party records may be submitted electronically or provided in hard copy. Planet must be able
to reproduce accurately any records and forms relied on it in determining the ATR.

For the Correspondent channel, Planet ensures the Seller has considered, verified, and complied
with the ATR by ensuring the file includes evidence as obtained from the following documents:

o

Compliance findings validating a pass of ATR

o

Compliance findings validating a pass of QM, where applicable

o

Automated Underwriting System (AUS) approval, where applicable

o

Evidence of manual approval, where applicable

o

Underwriting Analysis (e.g., Final 1008/Loan Transmittal, VA Loan Analysis, FHA Transmittal
Summary)

o

Income Worksheet
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QM Pricing Threshold and Points and Fees Cap

All loans under QM are subject to an APR threshold in order to meet Safe Harbor protection
including Section 35 loans subject to QM.

Sellers are obligated to ensure all loans delivered for purchase have been originated, processed,
and closed in strict compliance with federal regulations and state laws. Through the pre-purchase
audit, loans may be selected to for verification through a compliance software that the loan meets
the points and fees cap.

See 1026.43(e)(2)(vi) and 1026.43(e)(3)(i): https://www.consumerfinance.gov/rules-
policy/regulations/1026/43/#e-2-vi-F.

Additional adjustments may be found on the CFPB websites:

“ Truth in Lending Regulation Z Threshold Adjustments
https://www.consumerfinance.gov/rules-policy/final-rules/truth-lending-regulation-z-threshold-
adjustments/

Truth in Lending (Regulation Z) Annual Threshold Adjustments (Credit Cards, HOEPA, and Qualified
Mortgages)
https://www.consumerfinance.gov/rules-policy/final-rules/truth-lending-regulation-z-threshold-
adjustments/truth-lending-regulation-z-threshold-adjustments

o

Under ATR/QM rules, loans that meet QM requirements and are not a higher priced mortgage loan
are entitled to Safe Harbor protection, which means the lender has met the ATR requirements and
has certain legal protection if the borrower goes into default/foreclosure in the future.

Under ATR/QM rules, loans that are a higher priced mortgage loan are entitled to Rebuttable
Presumption protection assuming the lender complied with the ATR.

Rebuttable Presumption does not provide the same protection as Safe Harbor. Under Rebuttable
Presumption, if a borrower goes into default/foreclosure in the future, the borrower would be
required to demonstrate that they did not have adequate residual income/assets to meet their
debt obligations/living expenses at the time the loan closed.

NOTE: *For purposes of the points and fees calculation under the ATR/QM rule, the total loan amount is
calculated by taking the amount financed, as determined according to § 1026.18(b), and deducting any cost
listed in § 1026.32(b)(1)(iii) [real-estate related fees], §1026.32(b)(1)(iv) or (iv) [prepayment penalties when
refinancing with the same creditor] that is both included as points and fees under § 1026.32(b)(1) and
financed by the creditor.

Planet requires documentation indicating compliance with QM and how fees were applied
including fees retained by the Seller. Planet will not mandate the use of a specific form; the Seller
may use its own form, a compliance vendor report, or an LOS-generated form.
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ECOA Valuations Rule

" The borrower(s) must be notified within three days of application of their right to receive a copy of
the appraisal(s) or any other written valuation of the property (i.e., AVM, field review, desk review,
second appraisal, and recertification of value).

The borrower(s) must receive the appraisal(s)/valuations(s) promptly upon completion or at least
three business days prior to closing. When counting business days, Saturday is included but Sunday
and federal holidays are not.

Emailed Appraisal Copy

The three- business days period begins the day the appraisal(s)/valuation(s) were
emailed to the borrower (timing cannot be waived on loans that are an HPML).

Example: Loan is scheduled to close on Friday. The appraisal(s) and valuation(s) must
be provided to the borrower no later than Tuesday to be in compliance (Tuesday,
Wednesday, Thursday = 3 business days prior to close).

NOTE: The three- business day waiting period begins the day the appraisal/valuation was provided to
the borrower.

Mailed Appraisal Copy

The three-business day ECOA waiting period requirement begins three business days
after the appraisal(s)/valuation(s) were mailed to the borrower (timing cannot be
waived on loans that are an HPML). A total of six business days prior to close is
required for appraisal copies sent via USPS mail.

Example: Loan is scheduled to close Friday. The appraisal(s) and valuation(s) must be
mailed to the borrower no later than the previous Friday to be in compliance (Friday,
Saturday, Monday, Tuesday, Wednesday, Thursday = 6 business days prior to close).

NOTE: The six business day waiting period begins the day the appraisal/valuation was mailed to the
borrower.

" The copy of the appraisal(s)/valuation(s) must be provided whether the loan is approved, denied, or
withdrawn.

The waiver of the three-business day requirement is subject to the following:
Non-Higher Priced Mortgage Loans

If a loan is not a higher priced mortgage loan, the borrower may waive their right to receive the
appraisal/valuation no more than three business days prior to close. However, borrower is still
required to receive a copy at closing. The Notice with the waiver selected must be signed and
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dated at least three business days prior to loan closing.
Higher Priced Mortgage Loans

When a loan is determined to be a higher priced mortgage loan, the borrower must receive the
appraisal(s)/valuation(s) three days prior to close even if the borrower signed the waiver. There are
no exceptions to the 3-day requirement on HPMLs.

HOEPA Counseling Disclosure

The borrower must be advised that homeownership counseling is available and provide a written
list of homeownership counseling agencies near the borrower's current zip code within three days
of taking a loan application. To view the entire Bulletin, click here: CFPB Bulletin 2013-13.

NMLS Identification

The new rules require both the loan originator name and NMLS ID number and the loan
originator's company (employer) name and NMLS ID number, as listed in the National Mortgage
Licensing System Registry (NMLSR) appear on the loan application, the Note and the Security
Instrument (i.e., Mortgage or Deed of Trust).

Disclosures/Documentation Required under ATR/QM

The following disclosures/documentation must be in the loan files submitted to Planet:

o

ECOA Valuations
® A Notice of Right to Receive a Copy of Appraisal (sample on Planet website) or similar
document, such as the Loan Estimate.
® The waiver, if applicable.
® Documentation that the appraisal(s)/valuation(s) was provided in compliance with the
Valuations Rule (e.g., copy of email sent to borrower, notes indicating date documents mailed
to borrower, etc.), or an executed acknowledgment form signed at closing.

HOEPA Counseling Disclosure
B Copy of disclosure provided to the borrower.
NMLS Identification

® The loan originator's name, NMLS ID number and the loan originator's company (employer)
name and NMLS ID number as listed in the NMLS must be included on all of the following:

o

* Loan application
* Note
* Security instrument (i.e., Mortgage or Deed of Trust)
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Lender Fee Worksheet

QM and HOEPA Loan Detail Worksheet

Affiliate Disclosure Worksheet, if applicable

Lender QM/HOEPA Points and Fees Test Results

Copy of Undiscounted Lender Rate Sheet, if applicable
Bona Fide Discount Point Worksheet, if applicable
Lender Rate Lock Confirmation with Borrower

Quality Control Requirements

Planet requires evidence of a fraud check be included in every file submitted for purchase.

At a minimum, the Seller must provide evidence that all high-risk alerts have been reviewed and
cleared.

The fraud check should include, but is not limited to:

Borrower validation to include:
®  Address
" Employment
® Phone number
® Property alerts
Loan Officer
Seller
Social security number verification
MERS and property information to include a minimum 12-month chain of title

Planet does not accept a social security number and an OFAC check alone to satisfy this
requirement. The fraud report must include all parties associated with the mortgage transactions
to be validated through exclusionary lists including, but not limited to:

" OFAC
~ HUD-LDP
~ GSA-EPLS
Freddie Mac Exclusionary List (FMEL)

Planet accepts a fraud check that uses a specific combination of alerts, loan characteristics, known
fraud schemes, and high-risk elements to identify loans requiring additional review. Planet accepts
most standard electronic fraud detection reports including, but are not limited to:

Corelogic Loan Safe
Data Verify
Interthinx FraudGUARD
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In those cases where an initial file submission does not include a fraud report, Planet may, at its
option, run a fraud check. The file may be conditioned based upon the findings. Additionally, if
Planet elects to run the report, there will be a $25.00 charge to the Seller collected through the
Purchase Advice.
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Loans Submitted for Prior Approval

The Seller must fully process the loan prior to submission to Planet. Loans must be electronically
uploaded through the CORE Seller Portal at www.phlcorrespondent.com.

All documents necessary for underwriting must be included at the time of submission. Any file
submitted with missing documentation will be placed in an “Incomplete” status. If the
documentation required is not received by Planet within five business days, Planet will cancel the
loan.

If Planet underwrites a file that is returned to the Seller (i.e., status of the loan is canceled,
withdrawn, denied, NOR, etc.), a fee of $150 per file is charged to the Seller. Once Planet issues an
Underwriting Fee Notification, the Seller is required to pay the fee within 15 business days. If the
underwriting fee is not paid, Planet may offset any fees due from any proceeds owed to the Seller
by Planet.

Delegated Seller

The following requires Planet prior approval:

Loans that exceed their delegation authority or with a loan amount greater than $850,000
Loans with an appraisal with a condition and/or quality rating of C6 or Q6

Seller may request Planet approval to deliver 203(k) loans on a non-delegated basis.

Planet purchases loans underwritten and closed by a delegated Seller in all states.

Non-Delegated Seller

Planet purchases loans in all states. The Seller may submit all Fannie Mae, Freddie Mac, FHA, VA,
and USDA, products for prior approval. Additional approvals are required for the Seller to deliver
FHA and USDA loans for prior approval. All loans delivered by a non-delegated Seller are
underwritten prior to purchase.

FHA Non-Delegated Underwriting

A Seller with an FHA-Mortgagee approval can request to be approved as a Sponsored Third-Party
Originator (TPO). A Seller that is an FHA Mortgagee and has Unconditional Direct Endorsement
(DE) authority has the option of being a Sponsored TPO or a Principal/Authorized Agent with
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Planet.

Sponsored Third-Party Originator Relationship

A Sponsored Third-Party Originator (TPO) relationship is one which Planet permits the Seller to act
as an originator and originate mortgages on behalf of Planet. A Sponsored TPO must be authorized
to originate mortgages for sale to Planet.

Principal/Authorized Agent Relationship

Principal/Authorized Agent Relationship is one in which a Mortgagee with Unconditional DE
Authority permits another Unconditional DE-approved Mortgagee to underwrite on its behalf. A
Seller with Unconditional DE authority can designate Planet to act as its “authorized agent” for the
purpose of underwriting mortgages. The Seller must originate the mortgage and Planet must
underwrite the mortgage.

FHA Prior Approval for 203(k) Loans

Delegated and Non-Delegated Sellers may submit FHA 203(k) loans for prior approval under the
below stipulations:

Delegated Sellers must be approved to submit loans for prior approval.

B All 203(k) loans must be underwritten by Planet prior to loan purchase.

® The Delegated Seller will be re-established in CORE with a status of "Sponsored" for FHA.
All non-FHA 203(k) loans can continue to be submitted on a delegated basis.
Contractor Validation Process:

As part of the 203(k) process, Planet will offer prior approval of the contractor.

B Sellers must submit a complete Contractor Validation Package to ensure a complete appraisal.

Sellers must pay the Up Front Mortgage Insurance Premium (UFMIP) for FHA loans underwritten by
Planet, and Planet will submit the loan for insuring.

NOTE: There is an Administration Fee for all FHA 203(k) loans underwritten by Planet is $595.

FHA 203(k) — Seller Draw Administration

Planet will allow approved Sellers to manage the disbursement process. Prior to submission the
Seller will:

Validate that the contractor(s) are qualified to perform the work as agreed to in the Work Write Up
or the Contractor Estimate and meets all jurisdictional licensing and bonding requirements.
Validation includes:
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®  Contractor's credentials
® Work experience, and
B (Client references
Manage any disputes between contractor and borrower.
® |ntercede and work with all parties to resolve such issues.
® Validate a new contractor if the borrower opts to terminate the existing borrower/contractor
relationship.
Maintain communication with the borrower, contractor and consultant including but not limited to
providing notices for the following:
B Rehab has not started within 30 days of the disbursement date
B Ceases for more than 30 consecutive days; or
® Has not been completed within the established time, or an extended period approved by the
Seller/Planet.
Obtain the executed HUD-9746-A, Draw Request from the 203(k) Consultant, or the Borrower when
there is no 203(k) Consultant.
® The Seller will review and approve each draw request

* Ensure the work for which funds are being requested has been completed satisfactorily.
and
* The form has been properly executed prior to submitting the draw request to Planet.

Submit Change Orders to Planet for approval, prior to work being completed.

® A Contingency Release Letter must be submitted with each change order.
Order and obtain a title update for each draw (Standard) and final draw (Limited).
A 10% holdback will apply for all interim draws on Standard 203(k). Holdback funds will not be
released until final title update has been received and reviewed by Planet.
To ensure disbursement within five business days of receipt, the HUD-9746-A and all other applicable
documentation listed on the 203(k) Draw Disbursement Request Checklist must be submitted within
a timely manner. The Checklist is posted on the CORE Seller Portal at www.phlcorrespondent.com
under Forms and Resources > 203(k) Forms.

NOTE: Draw Request documents must be sent to Renostar@planethomelending.com.

Planet must receive the following documentation when the renovation project is complete for proper
closeout in FHAC:

® Borrower Letter of Completion signed by borrower

®  An CO or equivalent, if required by local jurisdiction

B All inspections required by the local jurisdiction

® Complete the Final Release Notice authorizing the final payment

® Obtain a release of any and all liens arising out of the contractor or submission of receipts, or
other evidence of payment covering all subcontractors or suppliers who could file a legal
claim.

Authorization from Borrower to apply remaining funds to principal balance.
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As part of the Draw disbursement process, Planet will:

o

Upon receipt of draw request, respond promptly and advise Seller of any outstanding
documentation.

Upon raw Request approval, wire funds to Seller using instructions provided by Seller.

All remaining funds, including any interest earned will be applied to the principal balance after the
renovation is complete.

Provide borrower Notice of Principal Reduction
Process closeout in FHA Connection within 30 days of final draw.

NOTE: Any disbursement made by the Seller must be fully documented and submitted prior to purchase by
Planet. An administrative fee of $200.00 is required for each draw disbursement request.

Loan Process

Loans should be submitted for prior approval through the CORE Seller Portal following the normal
process.

Seller Responsibilities

o

Originate the loan

Obtain the FHA Case# and identify Planet as Sponsor/Authorized Agent
Order the appraisal and identify Planet as Sponsor/Authorized Agent
Upload appraisal in EAD and review FHA logging

Run CAIVRS and LDP/SAM checks

Run Total Scorecard

o

o

Close and fund the loan
Pay UFMIP

Planet Responsibilities

Underwrite the loan
Update FHAC appraisal logging
Submit the loan to HUD for insuring in the name of Planet

Documentation

The forms required are the same for both Sponsored TPO and Principal/Authorized Agent
relationship. Documents generated by Planet are provided to the Seller when the loan is “Clear to
Close” unless requested earlier.

Final HUD/VA 92900-A Addendum to Uniform Residential Loan Application
HUD 92900-LT FHA Loan Underwriting and Transmittal Summary
HUD 92800.5B Conditional Commitment Direct Endorsement Statement of Appraised Value

o

o
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Planet will maintain a copy of the Agent's corporate resolution which includes the geographic area

in which the Agent will be originating and/or closing the loans.

Loan Process

Loans should be submitted for Prior Approval through the CORE Seller Portal following the normal

process.

Seller Responsibilities

"~ Originate the Loan

o

o

Run CAIVRS and LDP/GSA checks
Run Total Scorecard

o
o

Close and fund the loan

o

Planet Responsibilities

Underwrite the loan
Issue the NOV

Submit the loan to VA and have the LGC issued in the name of Planet.

Documentation

Order the Appraisal/Case Assignment and identify Planet as Sponsoring Lender

Pay VA Funding Fee if applicable (within 15 days from closing date)

Documents generated by Planet will be provided to the Seller when the loan is “Clear to Close”

unless requested earlier.

o

26-6393 VA Loan Analysis
®  Pplanet will provide
26-0286 VA Loan Summary Sheet
® Planet will provide

o

Lenders Notice of Value
®  Planet will print from the VA Portal
26-1820 Report and Certification of Loan Disbursement

o

B Seller to provide with submission of closing package

Planet Home Lending, LLC Proprietary and Confidential
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USDA Non-Delegated

Seller approval is required for this type of submission.

Loan Process

Loans should be submitted for Prior Approval through the CORE Seller Portal following the normal
process.

Seller Responsibilities

o

Originate the Loan
©  Completes initial submission to GUS
Run CAIVRS and LDP/SAM checks

Processes loan prior to submission to Planet

o
o

o

Close and fund the loan

Planet Responsibilities

o

Underwrite the loan
Final Submission to GUS

Pays upfront guarantee fee

o
o

o

Submit loan for insuring
Documentation

Documents generated by Planet will be provided to the Seller when the loan is “Clear to Close”
unless requested earlier.

o

RD 3555-21 Request for Single Family Housing Loan Guarantee
B |nitial: Seller to provide initial signed by the Borrower(s)
® Final: Planet will provide

RD 3555-18 Conditional Commitment for Single Family housing Loan Guarantee
®  Planet will provide
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Planet requires all conventional loans with a loan-to-value (LTV) greater than 80% to have
mortgage insurance (Ml). It is the sole responsibility of the Seller to ensure all loans are in
compliance with any state laws, Ml regulations, and the applicable Ml Company guidelines.

Eligible Mortgage Insurance Companies

Planet accepts Ml issued by any Ml company that is Fannie Mae or Freddie Mac approved. View
approved MI companies at FannieMae.com or FreddieMac.com. The Ml coverage must meet the
requirements detailed in the "Coverage Requirements " on page 24 listed below.

Eligible Types of Mortgage Insurance

Planet accepts the following Ml products:

Borrower paid mortgage insurance (BPMI) with a monthly premium.

Borrower paid single premium may be financed into the loan subject to the following:
® One unit owner occupied property or second home
® puyrchase and rate/term refinance transaction
® Conforming and High Balance loan amounts on conventional transactions

® A Financed Mortgage Insurance Premium Endorsement to the Ml policy is required. The
endorsement must provide that the insurance benefit paid pursuant to the "percentage
option" in satisfaction of a claim will be calculated as:

* The claim amount minus the unamortized portion of the financed Ml
premium multiplied by the applicable coverage percentage, plus
* The unamortized portion of the financed MI premium

Additionally, the following applies to financed Ml:

® The amount of required Ml coverage is determined based on the LTV calculated without the
financed premium.

® To calculate the maximum LTV permitted for the transaction, divide the original loan amount,
plus the financed M, by the lower of the sales price or current appraised value.

® The loan amount, including the financed MI premium, can never exceed the applicable loan or
LTV limit.

Lender paid mortgage insurance (LPMI) with a single premium only
Split Premium

The following Ml options are available:
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Non-refundable
Refundable
Level/constant renewal

Ineligible Types of M

Planet will not accept the following types of Ml:

Reduced coverage
Lender paid with monthly or annual premiums

Declining/amortized renewal

QM Points and Fees Test

The following applies to Ml premiums regarding the QM 3% points and fees test:

Borrower paid single premium non-refundable:
® The entire single premium amount is included in the 3% points and fees test

Borrower paid single premium refundable:
® The amount of the premium > 1.75% is included in the 3% points and fees test

Example: Loan amount is $100,000
MI premium is 2.55%
$100,000 x 2.55% = $2,550.00 (total amount of premium)
$100,000 x 1.75% = $1,750.00
$2,550 - $1,750 = $800.00
The dollar amount of the premium greater than 1.75% is
$800.00, so $800.00 is the amount entered for the 3% points
and fees test.

~ Split premium:
® The entire single premium amount is included in the 3% points and fees test
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Coverage Requirements

Planet requires Ml coverage on conventional loans as detailed below:

Mortgage Insurance Standard Coverage Requirements

LTV Range

Transaction Type
80.01-85% | 85.01- 90% | 90.01 — 95%* | 95.01 — 97%**

Fixed Rate: 10,15 and 20 year terms 6% 12% 25% 35%

Fixed Rate: 25 & 30 year terms; ARMs* 12% 25% 30% 35%

*ARMs maximum LTV 95%.

**See Fannie Mae Conforming program guidelines for eligibility > 95% LTV.
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General Program Parameters

Unless otherwise specified in a Planet program guide or the Planet Overlay document, Planet
follows applicable Agency guidelines.

Reference: O — Overlay Specification

Standard Eligibility & Program Features (All Programs)

Financed Properties:
® 9 Maximum of five loans per borrower, up to a total of $2.5 million in combined unpaid
principal balance.
Assumptions:
B Allowed, subject to applicable Agency guidelines.
Interest-Only Loans:
® Not permitted on any program.
Prepayment Penalty:
® Not permitted on any program.
Maximum Number of Borrowers:
® O A maximum of four (4) borrowers is permitted on any mortgage application, regardless of
product or program.

Loan Documents

Planet accepts standard Agency loan documents.
Sellers are responsible for providing all required and applicable documentation for each transaction.
Planet's loan documents are available through:

® DocMagic

® DocuTech

Program Eligibility & Delivery Matrix

Fannie Mae

PRODUCT NAME FIXED | ARM | DELEGATED | NON-DELEGATED | SPECIAL APPROVAL
Conforming & High Balance v v v 4
HomeReady v v v v
RefiNow 4 v v
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HomeStyle Renovation

v

Texas 50(a)(6) & Texas 50(f)

\
\
AN

Texas 50(a)(6) & Texas 50(f)

Freddie Mac
PRODUCT NAME FIXED | ARM DELEGATED | NON-DELEGATED | SPECIAL APPROVAL
Conforming & Super Conforming v
Home Possible v v
HomeOne v 4 v
Refi Possible v v v
Choice Renovation v 4 v
Choice Reno eXPress v v v
v v v

PRODUCT NAME FIXED ARM DELEGATED NON-DELEGATED | SPECIAL APPROVAL

Home Equity Loan 2nd Lien v v v
FHA

PRODUCT NAME FIXED ARM DELEGATED | NON-DELEGATED 2 | SPECIAL APPROVAL
FHA Purchase 203(b) v 4 4
FHA Streamline Refinance v
FHA 203(k) Standard v v v v
FHA 203(k) Limited v v v v
FHA 203(h) PDMDA 1 v v v v

‘
>

PRODUCT NAME FIXED | ARM DELEGATED | NON-DELEGATED 3 | SPECIAL APPROVAL
VA Purchase v v
VA Cash Out Refi v v 4 v
VA IRRRL v v v v
VA Renovation v v v v v

USDA
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Chapter 5: Products and Programs

PRODUCT NAME FIXED | ARM DELEGATED | NON-DELEGATED # | SPECIAL APPROVAL
USDA Purchase v 4
USDA Non-Streamlined Refinance v 4 v
USDA Streamlined Refinance v v v
USDA Streamlined Assist Refinance v v v

1 FHA 203(h) Program — Presidentially-Declared Disaster Area Mortgage.
2 All non-delegated FHA programs require sponsorship approval. See Chapter 1 Government Loans >"FHA Approval
Request" on page 11.

3 All non-delegated VA programs require sponsorship approval. See Chapter 1 Government Loans > "VA Approval
Request" on page 11.

4 All non-delegated USDA programs require the seller to be listed as a Lender Agent in GUS.

Conventional Programs

Conventional Arm Parameters:

o

ARM Loans: SOFR-Based (Secured Overnight Financing Rate)
® products: 5/6, 7/6, & 10/6
" Caps:
* 5/6(2/1/5)
* 7/6 &10/6 (5/1/5)

" Margin:

* 3.00%

B Qualification:

* 5/6 ARMs Higher of Note Rate plus 2%; or the Fully Indexed Rate (FIR)
* 6 ARMs and 10/6 ARMs gualified at Note Rate

Fannie Mae

General Requirements:

Escrow/Impound Account
B Required if > 80% LTV (unless prohibited by state law)
B Required if >90% LTV in California
® QOptional if £80% LTV
® Flood Insurance: Escrow required
Temporary Buydown - Restrictions:

Planet Home Lending, LLC Proprietary and Confidential Page 3
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® 2/1,and 1/0

® 9 Fixed Rate Only

® 030 Year Fixed

®m 03/2/1 - Not Permitted

® 0 Renovation — Not Permitted

© AUS Approval Required (Manual UW — Not permitted)

Product Specifications:

Fannie Mae Conforming & High Balance Program

® Fixed Rate: 10, 15, 20, 25, and 30-year terms

® ARM: 5/6 SOFR, 7/6 SOFR, & 10/6 SOFR
Fannie Mae HomeReady

® Fixed Rate: 10, 15, 20, and 30-year terms

® ARM: 5/6 SOFR, 7/6 SOFR, and 10/6 SOFR
Fannie Mae RefiNow

® Fixed Rate: 10, 15, 20, 25, and 30-year terms
Fannie Mae HomeStyle Renovation

® Fixed Rate: 10, 15, 20, and 30-year terms

® ARM: 5/6 SOFR, 7/6 SOFR, & 10/6 SOFR
Fannie Mae Texas 50(a)(6) and Texas 50(f)

® Fixed Rate: 10, 15, 20, 25, and 30-year terms

Freddie Mac

General Requirements:

Escrow/Impound Account
B > 80% LTV impounds required unless prohibited by state law

* >90%LTVinCA

B <80% LTV impounds not required
® Flood Insurance: Escrow required
Temporary Buydown - Restrictions:
® 2/1,and 1/0
© Fixed Rate Only
© 30 Year Fixed
23/2/1 - Not Permitted
© Renovation — Not Permitted
® 0 AUS Approval Required (Manual UW — Not permitted)
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Product Specifications:

Freddie Mac Conforming and Super Conforming Program
® Fixed Rate: 10, 15, 20, 25, and 30-year terms
® ARM: 5/6 SOFR, 7/6 SOFR & 10/6 SOFR

" Freddie Mac Refi Possible

® Fixed Rate: 10, 15, 20, 25, and 30-year terms
Freddie Mac Choice Renovation

® Fixed Rate: 10, 15, 20, 25, and 30-year terms
Freddie Mac ChoiceReno eXPress

® Fixed Rate: 15, 20, 25, and 30-year terms
" Freddie Mac Texas 50(a)(6) and Texas 50(f)

® Fixed Rate: 10, 15, 20, 25, and 30-year terms
HomeOne

® Fixed Rate: 15, 20, 25, and 30-year terms
Home Possible

® Fixed Rate: 15, 20, 25, and 30-year terms

HELOAN

Product Specifications:

Home Equity Loan 2nd Lien
® Fixed Rate: 15 and 30-year terms

Government Programs

Government ARM Parameters:

o

ARM Loans: CMT-Based (1-Year Constant Maturity Treasury)
® |ndex: 1-Year CMT
® Caps: 1/1/5
®  Margin/Floor: 3.00
B Qualification:

* 5/6 ARMs greater of Note Rate plus 2%; or the Fully Indexed Rate
* 7/6and 10/6 qualified at Note Rate

FHA

General Requirements:

Escrow/Impound Account

Planet Home Lending, LLC Proprietary and Confidential
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® Required on all loans; no exceptions
® Flood Insurance: Escrow required
Temporary Buydown - Restrictions:
® 3/2/1,2/1,and 1/0
Fixed Rate Only
©30 Year Term Only
® 9 Hjgh Balance — Not Permitted
® 0 Renovation — Not Permitted
® 0 AUS Approval Required (Manual UW — Not permitted)

Product Specifications:

o

FHA - Conforming and High Balance Program
® Fixed Rate: 10, 15, 20, 25, and 30-year terms
® ARM: 3/1 & 5/1 — 1-year CMT index
" FHA Streamline - Conforming and High Balance
® Fixed Rate: 15, and 30-year terms
® ARM: 3/1 & 5/1 — 1-year CMT index
FHA 203(k) Program — Conforming and High Balance
® Standard and Limited
® Fixed Rate: 30-year term
® ARM: 3/1 and 5/1; 1- year CMT index
FHA 203(h) Program — Presidentially-Declared Disaster Area Mortgage
® Fixed Rate: 15, 20, 25, and 30-year terms
® ARM: 3/1 & 5/1 — 1-year CMT index

o

o

VA

General Requirements:

Escrow/Impound Account

® Required on all loans; no exceptions

® Flood Insurance: Escrow required
Temporary Buydowns - Restrictions:

® 3/2/1,2/1,and 1/0

® Fixed Rate Only

® 0230 Year Term Only
0 VA Cash Out permitted - Max LTV 90%
© High Balance — Not Permitted
0 Renovation — Not Permitted
B 0 AUS Approval Required (Manual UW - Not permitted)
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Product Specifications:

o

VA — Purchase & Cash Out Refinance — Conforming & High Balance
® Fixed Rate: 15, 20, 25, and 30-year terms
® ARM: 3/1 & 5/1 — 1-year CMT index
VA IRRRL — Conforming and High Balance
® Fixed Rate: 15, 20, 25, and 30-year terms
® ARM: 3/1 & 5/1 — 1-year CMT index
VA Renovation
® Fixed Rate: 15, 20, 25, and 30-year terms
® ARM: 3/1 & 5/1 — 1-year CMT index

o

L}

USDA

General Requirements:

Escrow/Impound Account
® Required on all loans; no exceptions
® Flood Insurance: Escrow required
Temporary Buydown - Restrictions:
® 2/1,and 1/0
Fixed Rate Only
© High Balance — Not Permitted
® 0 Renovation — Not Permitted
® 0 AUS Approval Required (Manual UW - Not permitted)

Product Specifications:

o

USDA Purchase
® Fixed Rate: 30-year term
USDA Non-Streamlined Refinance
® Fixed Rate: 30-year term
USDA Streamlined Refinance
® Fixed Rate: 30-year term
USDA Streamlined Assist Refinance
® Fixed Rate: 30-year term
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Conventional

Fannie Mae Conforming Program Grid

Owner-Occupied Primary Residence - Fixed Rate 2

Transaction Type | Units | LTV 1 CLTV 3 Loan Amount Credit Score

1 97% 4 | 97%

Purchase 2 95% 95%

3-4 95% 95%

97% 4 | 97%

95% 95% | See Loan Limits below Per DU

Limited Cash-Out
2 95% 95%

3-4 95% 95%

1 80% 80%

Cash-Out
2-4 75% 75%
Owner-Occupied Primary Residence - ARM 2
Transaction Type | Units | LTV 1 CLTV 3 Loan Amount Credit Score
1 95% 95%
Purchase 2 95% 95%

3-4 95% 95%

1 95% 95%

See Loan Limits below Per DU
Limited Cash-Out 2 95% 95%

3-4 95% 95%

1 80% 80%

Cash-Out
2-4 75% 75%

Planet Home Lending, LLC Proprietary and Confidential Page 1
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Second Home - Fixed Rate and ARM 2

Transaction Type | Units | LTV 1| cLTV |Loan Amount Credit Score
Purchase 1 90% 90%

Limited Cash-Out 1 90% 90% | See Loan Limits below | Per DU
Cash-Out 1 75% 75%

Investment (Non-Owner Occupied)
Fixed Rate and ARM 2

1

Transaction Type | Units | |1y CLTV Loan Amount Credit Score
1 85% 85%
Purchase
2-4 75% 75%
Limited Cash-Out 1-4 75% 75% | See Loan Limits below Per DU
Cash-Out 1 75% 75%
Cash-Out 2-4 70% 70%

Texas Refinance - Fixed Rate Only

Transaction Type | Units LTV CLTV Loan Amount Credit Score
Cash-Out 1 80% 80% | See Loan Limits below Per DU
50(a)(6)
Rate Term 1 80% 80% | See Loan Limits below Per DU
50(f)
Manufactured Homes
Transaction Type | Units | LTV 1lcrv3 Loan Amount Credit Score
Purchase 95% 95%
Limited Cash-Out 1 95% 95% | See Loan Limits below Per DU
Cash-Out 65% 65%
Manufactured Homes Second Home
Transaction Type | Units | LTV | CLTV 3 Loan Amount Credit Score
Purchase 90% 90%
1 See Loan Limits below Per DU
Limited Cash-Out 90% 90%

Planet Home Lending, LLC
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Owner-Occupied Primary Residence

MH Advantage
Transaction Type | Units | LTV | CLTV 3 Loan Amount Credit Score
Purchase 97% 97%
Limited Cash-Out 1 97% 97% | See Loan Limits below Per DU
Cash-Out 65% 65%
Second Home
MH Advantage
Transaction Type | Units | LTV 11 cLtv Loan Amount Credit Score
Purchase 90% 90%
1 See Loan Limits below | Per DU
Limited Cash-Out 90% 90%

Reference:

1. Loans >80% LTV require mortgage insurance and are subject to Ml guidelines. The more restrictive
minimum credit score requirement and guidelines apply. LTV/CLTV restrictions may apply for
properties located in adverse markets. See "Mortgage Insurance" on page 38 for additional
information

2. New or newly converted condominium projects located in Florida require PERS approval. Established
Condominium projects in FL with PERS approval or Full Review; project review not required on
detached condos or 2-4 unit projects; no LTV restrictions; projects with a Limited Review:

Primary residence: Max 75/90/90% LTV/CLTV/HCLTV
Second home: Max 70/75/75% LTV/CLTV/HCLTV
Investment: Max 70/75/75% LTV/CLTV/HCLTV; Manufactured housing ineligible

o

o

3. Upto 105% CLTV allowed when using a Community Seconds that meets Fannie Mae guidelines for
MH Advantage properties. Maximum 95% LTV/CLTV for manufactured homes that do not meet MH
Advantage criteria.

4. Purchase transactions: Must be first time home buyer. Refinance transactions: Current loan must be
owned/securitized by Fannie Mae. See"95.01% — 97% LTV" on page 5 for complete details.

Maximum Conforming Loan Limits

Contiguous States, District of Columbia, and Puerto Rico | Alaska, Hawaii

Unit General High Cost Area General
1 $806,500 $1,209,750 $1,209,750
2 $1,032,650 $1,548,975 $1,548,975
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3 $1,248,150 $1,872,225 $1,872,225

4 $1,551,250 $2,326,875 $2,326,875

See Fannie Mae loan limits for maximum loan amounts by county/metropolitan area.

Planet Home Lending, LLC Proprietary and Confidential Page 4
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Fannie Mae Conforming Program Guidelines

Planet Home Lending follows the Fannie Mae Selling Guide for topics not addressed in this guide.

4506-C

See Fannie Mae: B1-1-03 and Fannie Mae: B3-3.1-06 — Requirements and Uses of IRS Income

Verification Express Service (IVES) Request for Transcript of Tax Return Form 4506-C.

o

A fully executed 4506-C must be obtained from all borrowers whose income was used to qualify, no
later than the Note Date.

A 4506-C is not required for borrowers whose income is not used to qualify.

Tax transcripts, both personal and/or business, must be provided when required per DU.

See Chapter 7 > "IRS Form 4506-C Requirements" on page 544 for general standards, including e-
signature and borrower consent.

95.01% — 97% LTV

Purchase and rate/term refinance eligible as follows:

o

Property is a 1-unit primary residence
B Manufactured homes are ineligible unless the property meets MH Advantage requirements.
Fixed rate required
DU Approve/Eligible is received
Conforming loan amounts only
Maximum 97% LTV/CLTV/HCLTV. CLTV may only exceed 97% if the second lien is a Community
Seconds (maximum 105% CLTV)
35% mortgage insurance coverage
Standard minimum borrower contribution requirements apply (purchase transactions)
For Purchase transactions, at least one borrower must be a first-time home buyer (defined as a
borrower who has not had an ownership interest in a property in the previous 3 years)
For Refinance transactions, the existing loan must be owned or securitized by Fannie Mae.
B |f DU confirms Fannie Mae ownership, no additional documentation is required

® |f DU does not confirm ownership, alternative documentation such as screen shots from
Fannie Mae's Lookup tool or verification from the current servicer must be obtained

Loan meets all other Planet guidelines

Ability to Repay/Qualified Mortgage

Planet requires all loans to be originated and closed in compliance with Agency and Planet
guidelines. Planet will purchase owner-occupied and second home transactions (that meet Fannie

Planet Home Lending, LLC Proprietary and Confidential Page 5
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Mae requirements) as follows:

o

Compliance findings validating a pass of ATR

o

Compliance findings validating a pass of QM, where applicable
" Automated Underwriting System (AUS) approval, where applicable
Evidence of manual approval, where applicable

Underwriting Analysis (e.g., Final 1008/Loan Transmittal, VA Loan Analysis, FHA Transmittal
Summary)

Income Worksheet

Additionally, all disclosures and documentation required under the ATR/QM provisions of the
Dodd-Frank Act must be provided.

The Seller will comply with the verification standards of the applicable agency Seller's Guide.

Chapters B3-3 through B3-6 of the Fannie Mae Single Family Selling Guide.

Affidavit of Identity

Planet may require an Affidavit of Identity if a borrower signature appears incomplete or illegible.

Age of Documents

All credit and asset documentation must be the lesser of the expiration date noted per DU or 4
months as of Note date.

Appraisal documents must be within 4 months as of the Note date or an appraisal update will be
required. Appraisal updates must be < 12 months or a new appraisal is required.

The title commitment must be < 120 days from Note Date and must be unexpired as of the date of
the note date.

VVOE requirements:
® Wage earners: < 10 business days prior to the Note date
B Self-employed: < 120 calendar days prior to the Note date
New construction requires all documentation to be < 4 months from the Note date.

Appraisals

Appraisal Type and Submission Requirements

See Fannie Mae B4-1.1, General Appraisal Requirements

See Fannie Mae B4-1.2-01, Appraisal Report Forms and Exhibits
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DU determines the level of appraisal required on owner-occupied properties. If DU returns a
reduced appraisal recommendation (e.g., value acceptance or value acceptance + property data) is
received from DU, it must be on the final DU.

Appraisals must be Uniform Appraisal Data (UAD) compliant and meet Fannie Mae's Appraiser
Independence Requirements (AIR).

~ All appraisals must be submitted to the UCDP by the AMC or independent appraiser. A copy of the
Fannie Mae Submission Summary Report (SSR) and Freddie Mac Submission Summary Report that
includes the Appraisal Finding Detail Report (AFDR) with a Document File Status of "Successful" and
the 10-digit Doc File ID number or a copy of the XML file, must be provided.

NOTE: Effective for appraisal reports submitted to UCDP on or after November 2, 2026, the new UAD
3.6 and URAR format will be required. This dynamic format applies to all property types and
valuation methods.

Appraisal Quality and Common Defect Trends

Appraisal Adjustments

See Fannie Mae B4-1.3-09, Adjustments to Comparable Sales

Fannie Mae does not set limits on net or gross adjustment amounts. The size or number of
adjustments alone does not determine acceptability of a comparable

Appraisers must make market-based adjustments that reflect how buyers value property differences
Adjustments should be based on data, not rules of thumb

Large adjustments may suggest the subject property is not well-aligned with the neighborhood, and
the underwriter must ensure the value is still credible

In the absence of truly comparable sales, appraisers must select the best available sales and use
supported adjustments to reflect market behavior

Sales or financing concessions must be adjusted based on market reaction—not on a dollar-for-dollar
cost basis—unless analysis supports full cost adjustment

Time adjustments must reflect changes in market conditions between the comparables contract date
and the appraisal's effective date, supported by statistical tools, paired sales, or home price indices
(HPIs). Adjustments must be explained and documented

Appraiser commentary must include fact-based rationale for adjustments, a summary of data
sources, and a clear explanation of which comparable(s) were weighted most in the final value
conclusion. A simple statement that an adjustment was made is not sufficient

Comparable Sales: General Requirements (All Property Types)

See Fannie Mae B4-1.3-08, Comparable Sales

The appraisal must include at least three comparables that are recent, proximate, and similar in
physical and locational characteristics.

If comparable sales from outside the subject’s neighborhood are used, the appraiser must justify the
selection, describe how the competing area is comparable, and make any necessary location
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adjustments.
Comparable sales that have closed within the last 12 months should be used in the appraisal;
however, the best and most appropriate comparable sales may not always be the most recent sales.

If there is a shortage of truly comparable sales (e.g., rural areas or unique properties), older or more
distant sales may be used if adequately explained and supported.

Use of foreclosures and short sales is acceptable if market-relevant. The appraiser must address
condition differences, prevalence in the market, and any associated stigma.
Distance to the subject must be stated in miles with a directional indicator (e.g., “1.2 mi SE”).

Vacant land plus construction contract comps cannot be used to meet the three closed sale
requirement but may be included as additional support if documented.

NOTE: The appraiser is always allowed to provide more than three comparable sales to support the
property value.

Comparable Sales: New (or Recently Converted) Condos, Subdivisions, or PUDs

See Fannie Mae B4-1.3-08, Comparable Sales

Comparable sales used for new construction properties are subject to the following:

B At least one settled comparable sale must come from within the project, subdivision, or PUD.

B At least one settled comparable sale from outside the subject condo, subdivision, or PUD.

B A third settled comparable sale can be from inside or outside of the subject condo project,
subdivision, or PUD. Settled comparable sales or resales from within the subject condo project,
subdivision, or PUD are preferable to settled sales from outside the condo project, subdivision,
or PUD provided the builder or developer of the subject property is not involved in those
transactions.

® |n the event there are no settled comparable sales inside a new condo project, subdivision, or
PUD because the subject property transaction is one of the first units to sell, the appraiser may
use two pending sales in the subject project, subdivision, or PUD in lieu of one settled sale.

If the subject property is part of a newly built or recently converted condo project, or subdivision, or
PUD that has 2-20 units and there are no settled or pending sales, the appraised may use comparable
sales from the competing project, subdivision, or PUD. The appraisal report must:

B Use competing projects, subdivisions, or PUDs of a similar size and type

B Explain why the comparable sales were chosen and demonstrate market acceptance

B Describe how the condo project, subdivision, or PUD chosen compares to the subject property

NOTE: If the subject property is not the first unit under contract in the condo project, subdivision, or
PUD, the appraiser must include one under contract sale from the subject's project, subdivision, or
PUD as a supplemental exhibit.

Comparable Sales: Manufactured Homes

See Fannie Mae B4-1.4-01, Manufactured Housing Appraisal Comparable Selection Requirements
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Appraisers must use a minimum of two comparable sales that are manufactured homes.

If the subject is a single-width manufactured home, one comparable must also be a closed sale of a
single-width, when available.

If no closed single-width sale is available, an active listing or pending sale may be used as
supplemental support to demonstrate marketability.

A third comparable may be a site-built or alternative factory-built home if adequately explained and
adjusted.

In condo markets, at least two comparables should be manufactured homes within a condominium
project, when common.

In mixed markets, appraisers may use a blend of manufactured homes and condo units, if
appropriately supported and adjusted.

Appraisers may use older or out-of-area manufactured home sales if no truly comparable sales exist,
with explanation and sound adjustment methodology.

Appraisers must not construct comparables by combining vacant land sales with home contract
prices; such data may be used only as additional support.

Appraisal Data Quality and Integrity

See Fannie Mae A3-4-02, Data Quality and Integrity

o

All data in the report (e.g., subject property details, comparables, adjustments) must be internally
consistent and match external records when applicable.

Appraisers and Sellers must validate that information such as GLA (see Note), room count, condition
ratings, and site data are accurate and reconciled with MLS, public records, or verified sources.

SSR findings, CU messages, and discrepancies must be reviewed and addressed by the Seller before
loan submission.

Sellers must supply accurate loan delivery data, including elements not used for underwriting, and
remain responsible for any data misstatements, misrepresentations, omissions, or inaccuracies for
the life of the loan, per Fannie Mae representation and warranty requirements.

Fannie Mae may require correction of submitted data if issues are identified post-delivery.

NOTE: Effective for loan applications dated on or after September 8, 2025, the term gross living area
(GLA) will be retired in appraisal reporting. Appraisers must instead report above-grade finished area
and below-grade finished area in accordance with ANSI Z765-2021 measurement standards.

Appraisal Quality Oversight

See Fannie Mae B4-1.3-12, Appraisal Quality Matters

o

Sellers must confirm appraisal reports are complete. Any changes must be made by the original
appraiser and must be based on material deficiencies — not solely on value disputes.

If appraisal deficiencies cannot be resolved, Sellers may obtain a desk review, field review, or new
appraisal. The most credible appraisal must be selected — not the one with the highest value

Sellers must apply extra due diligence on appraisals with excessive values or rapid appreciation since
prior sale
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Sellers must implement a documented Reconsideration of Value (ROV) process for borrower-initiated
requests. The process must comply with Appraiser Independence Requirements (AIR) and all
applicable local, state, and federal laws, and permit one ROV per appraisal

ROV requests must include required borrower/appraisal details, up to five supporting comparables,
and rationale. Sellers must review the appraisal before initiating the ROV and assign a qualified
reviewer

Sellers must disclose the ROV process to the borrower at application and when the appraisal is
provided

All ROV-related communication must follow standardized procedures and be retained in the loan file
ROVs are not permitted after loan closing

If material deficiencies or prohibited practices remain unresolved, Sellers must escalate to state
appraiser boards or regulatory agencies as appropriate

Fannie Mae may refuse appraisals from specific appraisers or refer appraisal reports to state
regulatory boards if quality issues are identified

Appraisal Reconciliation

See Fannie Mae B4-1.3-11, Valuation Analysis and Reconciliation

o

The appraiser must provide a clear reconciliation narrative that discusses the strengths and
weaknesses of each comparable and reconciles all applicable approaches to value (Sales Comparison,
Cost, and/or Income)

The final opinion of value must reflect a reasoned, weighted analysis — not a simple average. A
weighted average may be used only if properly explained and must justify the final opinion of value
The final reconciled value must fall within the range of the indicated values from the applicable
approaches

Failure to properly reconcile variances in condition, location, or market trends — or to justify the
selected approach — may trigger QC findings

Appraisal Review and Elevated Risk

Conventional loans with elevated risk require additional evaluation of the appraisal report
B Planet defines elevated risk loans as:

* Fannie Mae SSR Score of 3.5 or higher
* Fannie Mae SSR with no Score

For Delegated loans, the Seller is responsible for completing appraisal reviews and addressing any
elevated risk factors prior to submission to Planet

Sellers must use available tools such as Homegenius, RealQuest, Netronline, Public Records, Redfin,
Zillow, and Realtor.com to help address findings noted on CU or LCA

Sellers must address elevated risks noted on the SSRs. Failure to do so could result in a repurchase
demand.
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Bias, Declining Markets, and Condition Requirements

See Fannie Mae B4-1.3-12, Appraisal Quality Matters
See Fannie Mae B4-1.3-02, Subject and Contract Sections of the Appraisal Report
See Fannie Mae B4-1.3-06, Property Condition and Quality of Construction

o

Sellers must monitor appraisals for prohibited language to mitigate the risk of discriminatory
practices and appraisal bias
Appraisal must identify and address properties located within a declining market
Appraisal must include legible interior and exterior photos:
B Exterior: Front, back, street scene of the subject property, and the front of all comparable
sales
® |nterior: Kitchen (free-standing stove/range or refrigerator not required), Main living area, all
bathrooms, any updates/physical deterioration that materially impact the market value or
marketability of the subject property (i.e., remodel, restoration, renovation)
Planet's minimum acceptable property condition: "Average," including:
® A conventional heat source maintaining 50° F in plumbed areas
B Any broken glass that is a health hazard must be removed and the opening closed
Properties with a Condition Rating of C6 or Quality Rating of Q6 are not eligible for purchase.
Deficiencies impacting the safety, soundness, or structural integrity of the property must be
corrected to a minimum condition rating of C5 prior to purchase by Planet

Appraisal Update and Transfer Policy

See Fannie Mae B4-1.2-04, Appraisal Age and Use Requirements

o

If the effective date of the original appraisal report is more than four months but less than 12 months
from the date of the note and mortgage, appraisal update is required:
® Must include inspecting the exterior of the property and reviewing current market data to
determine whether the property has declined in value since the date of the original appraisal
report
B This policy applies regardless of whether the property was appraised as proposed or existing
construction
® The appraisal update must occur within four months prior to the date of the note and
mortgage
Transferred appraisals are acceptable with:
® A copy of the Fannie Mae Submission Summary Report (SSR) with a Document File Status of
"Successful,"
®  PDF version of the appraisal report,
®  An appraisal transfer letter, and
B Confirmation of AIR compliance
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Disaster Area Requirements

See Fannie Mae B2-3-05, Properties Affected by a Disaster

Properties located in a FEMA Disaster Declaration area will be subject to additional appraisal review.
See "Chapter 8: Loan Purchasing" on page 552 for detailed requirements.

Value Acceptance (Appraisal Waivers)

See Fannie Mae B4-1.4-10, Value Acceptance (Appraisal Waiver)
See Fannie Mae B4-1.4-11, Value Acceptance + Property Data
See Fannie Mae B4-1.2-03, Hybrid Appraisals

Value Acceptance (Appraisal Waiver), Value Acceptance + Property Data, and Form 1004 Hybrid are
accepted per Fannie Mae guidelines.

The value acceptance must be offered on the final DU feedback recommendation.

See Fannie Mae Selling Guide for complete appraisal requirements.

Assets

Documentation requirements per DU.

o

All funds used to close the transaction must be disclosed on the 1003 and input into DU.

o

The borrower must provide evidence that the earnest money deposit came from an acceptable
source and that they have sufficient assets to cover the down payment, closing costs, prepaids and
reserve requirements. Evidence required:

® Two months most recent bank or financial statements, all pages. If a copy of the canceled
deposit check is used to document the source of funds, the bank statements must cover the
period up and including the date, the earnest money check cleared the bank.

B Sellers who are also the depository for the borrower's account may provide a printout or other
alternative verification of the borrower's bank account assets produced directly from the bank
or credit union's system in lieu of bank statement(s).

A Verification of Deposit (VOD) is acceptable as the primary source of verification.
Business funds of a self-employed borrower may be used for down payment, closing costs and/or
reserve requirements subject to the following:

® The borrower must be listed as an owner on the account. If the borrower's name is not listed
on the business account statement, documentation that the borrower is an authorized signer
on the account is required. This applies to all business accounts, including sole proprietorships,
when business account funds are being used for down payment, closing costs and/or reserves.
Examples of acceptable documentation:

* |etter from the bank confirming borrower is an authorized signer, or
* Online documentation that confirms borrower is an authorized signer.

Verification of assets from foreign sources:
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B Funds that a borrower (either U.S. citizen or non-U.S. citizen) has deposited into a U.S.
depository institution are acceptable provided all of the following requirements are met:

* Documentation of the transfer of funds from the borrower's country of origin is

provided, and

It can be established that the funds belonged to the borrower before the date of

transfer, and

* The source of all funds used for closing can be verified following the same requirements
for U.S. citizens.

* Al asset documentation must be completed in English, or a translation attached to each
document is required.

*

Virtual Currency:
B Virtual currency that has been exchanged into U.S. dollars is acceptable for the down
payment, closing costs, and financial reserves provided the following requirements are met:

* there is documented evidence that the virtual currency has been exchanged into U.S.

dollars and is held in a U.S. or state regulated financial institution, and

* the funds are verified in U.S. dollars prior to the loan closing.

® A large deposit may be from virtual currency that was exchanged into U.S. dollars. The lender
must obtain sufficient documentation to verify the funds originated from the borrower's
virtual currency account.

B Virtual currency may not be used for the deposit on the sales contract (earnest money) for the
purchase of the subject property.

Payout from a life insurance policy is acceptable for down payment or closing costs. A copy of the
check or payout statement issued by the insurance company is required. If the cash value is being
used for reserves, documentation of the cash value is required; however, the policy does not need to
be liquidated.

Proceeds from the sale of a currently owned property are eligible for down payment and closing
costs. The final Settlement/CD for the existing property (not required to be fully executed) must be
provided before or at closing to show sufficient net cash proceeds to close the purchase.

Large deposits are considered to be a single deposit where any unsourced portion of the deposit
exceeds 50% of the combined gross monthly income of the borrower(s). If the deposit includes both
sourced and unsourced funds, only the unsourced portion is used to calculate whether the deposit
meets the 50% definition. Direct deposits (such as IRS or state income tax refunds) and transfer of
funds between verified accounts that are easily identified on the account statement(s), do not
require documentation. Requirements for documenting large deposits are as follows:

B Refinance transactions: Large deposits are not required to be explained; however, it must be
determined if the deposit represents borrowed funds, which would require any payment to be
considered in the DTl ratios.

B purchase transactions: If the funds from a large deposit are needed for the down payment,
closing costs or reserves on the transaction documentation must be provided that the funds
are from an acceptable source. Any large undocumented deposit will be deducted from the
amount of verified funds, and the reduced asset amount will be used for qualification.
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Examples:

1. The borrower has a monthly income of $4,000.00 and a bank account with a balance of
$20,000.00. A deposit of $3,000.00 was made, but $2,500.00 of the deposit is
documented as the borrower's tax refund (sourced).

In this example, only the $500.00 is considered "unsourced" ($3,000.00 total deposit minus
$2,500.00 tax refund) and is included in the large deposit calculation.

The unsourced $500.00 is only 12.5% of the borrower's monthly income; therefore, it does not
meet the large deposit definition (50% of the borrower's total monthly qualifying income). In this
example, documentation is not required and the entire $20,000.00 balance in the borrower's
bank account may be used for underwriting purposes.

2. The same borrower has a deposit of $3,000.00 but only $500.00 is documented as the
borrower's tax refund (sourced) leaving $2,500.00 as unsourced.

In this example, the unsourced $2,500.00 is 63% of the borrower's $4,000.00 monthly income
which does meet the definition of a large deposit.

The unsourced $2,500.00 must be deducted from the borrower's $20,000.00 bank account
balance leaving $17,500.00 that may be used for underwriting purposes.

3. The same borrower has 3 separate unsourced deposits of $1,800.00 which technically
does not meet the 50% of the borrower's gross monthly income requirement since each
deposit is less than $2,000.00 (50% of $4,000.00); however, at underwriter discretion,
sourcing/documentation may be required.

Cash-on-hand is an acceptable source of funds for the borrower's down payment, funds for closing
cost and prepaid items on purchase money transactions for 1-unit properties. Cash-on-hand may not
be used to fund the borrower's reserve requirement, if applicable. The Seller must verify and
document the following with respect to the cash-on-hand funds:
® The borrower customarily uses cash for expenses, and the amount of funds saved is consistent
with the borrower's previous payment practice.
® Funds for down payment and closing costs must exist in a financial institution account or an
acceptable escrow account. Funds must be on deposit at the time of application, or no less
than 30 days prior to closing.
® A written statement from the borrower that discloses the source of funds and states that the
funds have not been borrowed.
® The borrower's credit report and other verifications should indicate limited or no use of credit
and limited or no depository relationship between the borrower and the financial institution.
" Assets derived from employment in the marijuana or cannabis industry is an eligible source of
income if the borrower is a W-2 wage earner (salaried or hourly). The borrower cannot have any
ownership interest in the business. If W-2 income is generated from a business where the borrower
has any ownership interest, the income not eligible.

B Assets from employment at a marijuana dispensary (or similar) is acceptable if:
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marijuana is legal under state law; and
the subject property cannot be income producing.

¥ See National Conference of State Legislatures for states where marijuana is legal.

Real estate commission may be used as a source of down payment and closing costs when the
borrower is a licensed real estate agent and will receive sales commission from the purchase of the
subject property.

Gift Funds

Gift funds from an acceptable donor may be used for all or part of the down payment, closing
costs, or reserve requirements as long as the borrower meets the minimum contribution
requirements below.

LTV/CLTV |Property Type | Minimum Contribution from Borrower Own Funds
1-unit primary Not required if MI Certificate confirms coverage; otherwise 5%
residence borrower's own funds required.

> 80.01%
2-4 units, second | 5% borrower contribution required. Gifts may be used after the
home borrower own funds contribution is met.

<80% 1-4 primary, Not required. All funds may come from a gift.

second home

Gift funds are not allowed on investment transactions.

Gift funds may be provided by the following:

B 3 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.

® The donor may not be, or have any affiliation with, the builder, the developer, the real estate
agent, or any other interested party to the transaction.

Gift funds from the seller who is also an acceptable donor and not affiliated with any other
interested party to the transaction are allowed. The donor of a gift of equity is not considered
an interested party to the transaction.

The gift must be evidenced by a gift letter, signed by the donor and it must:

Specify the dollar amount.

Be signed by the donor and the borrower.

Indicate the donor(s) name, address, phone number, and relationship to the borrower.

Include a statement by the donor that no repayment of the gift funds is expected.

The transfer of the gift funds must be documented. Acceptable documentation includes:

Planet Home Lending, LLC
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B Copy of the donor's canceled check and the borrower's deposit slip.
B Copy of the donor's withdrawal slip and the borrower's deposit slip.

B Evidence of the electronic transfer of funds from the donor's bank account to the borrower's
account or to the closing agent.

® Copy of the donor's check to the closing agent, or
® The settlement statement showing receipt of the donor's check.

B |f funds are not transferred prior to settlement, documentation the donor gave the closing
agent the gift funds in the form of an electronic transfer, certified/cashier's check or other
official check.

See Fannie Mae Selling Guide for complete details.

Gift of Equity

o

Allowed from an immediate family member only.

o

Eligible on a primary residence and second home purchase transactions.

o

A gift letter must be provided (see "Gift Funds" on the previous page for gift letter requirements).

o

The CD must indicate “gift of equity”.

If the above requirements are met, the gift of equity is not subject to the interested party
contribution requirements.

Reserves

o

Per DU
Cash-out refinance transactions with Borrower DTl over 45%, six months reserves required.

o

o

Borrowers financing a second home or investment property must meet Fannie Mae's Reserve
Requirements.

Example: A lender is simultaneously processing two refinance applications for two investment properties
owned by the borrower. The application for Property A requires reserves of $5,000.00. The application for
Property B requires reserves of $10,000.00. Because the reserves are covering the same properties, the lender
does not have to verify $15,000.00 in reserves but only those required per each application.

Reserves for multiple financed properties are a percentage of unpaid principal balance of all
mortgages: 2% for 1-4 properties owned, 4% for 5-6 properties owned, 6% for 7-10 properties
owned.

Premium pricing or lender credits not allowed.

Acceptable Sources of Reserves

Checking/savings accounts
Investments in stocks, bonds, mutual funds, certificates of deposit, money market funds, and trust
accounts. For borrowers using this above stock options and mutual funds for assets:
® When used for down payment or closing costs, evidence of the borrower's actual receipt of
funds realized from the sale or liquidation must be documented in all cases.
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® When used for reserves, no more than 70% of the value of the asset must be considered, and
liquidation is not required.
Vested amount in retirement accounts
Cash value of a vested life insurance policy

Unacceptable Sources of Reserves

o

Cash-out proceeds from a cash-out refinance transaction on the subject property

o

Funds that cannot be withdrawn under circumstances other than the account owner's retirement,
employment termination or death

Funds that have not been vested

Interested party contributions

Personal unsecured loans

Rent-back credits

Stock held in an unlisted corporation

Stock options and non-vested restricted stock

Assumptions

Planet follows Fannie Mae Guidelines.

AUS

° DU “Approve/Eligible” results required. Manual underwriting is ineligible.

Available Markets

Delegated Sellers
B planet will purchase loans underwritten and closed by the delegated Seller in all states.
Non-Delegated Sellers
B planet will purchase loans from the non-delegated Sellers in all states on Fannie Mae products.
B All loans require Planet underwriting approval.

Seller must receive approval from Planet Home Lending to deliver loans with properties located in
Puerto Rico.

The U.S. territories of Guam and the Virgin Islands are ineligible regardless of delegation.

Borrower Eligibility

Eligible Borrowers

See Fannie Mae B2-2-01, General Borrower Eligibility Requirements.

All borrowers are required to have a valid social security number.
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Eligible borrower types include:

Natural Persons, such as:
® U.S. Citizens
® Non-US Citizens, who are legally present in the U.S., including:

* Lawful Permanent Residents
* Lawful Non-Permanent Residents

NOTE: Legal residency documentation should remain valid for at least 90 days beyond
the Note Date. If the Employment Authorization Document (EAD) will expire prior to
that, a current I-797 Notice of Action/Approval showing evidence of renewal must be
included in the loan file to support the likelihood of continued lawful presence.

The Seller is responsible for verifying the borrower’s legal presence in the United States.
Acceptable, current, and unexpired documentation must be provided to confirm legal
presence based on each borrower’s circumstances. By delivering the loan, the Seller is
confirming this requirement is met.

Revocable Inter-Vivos Trust that meets Fannie Mae guidelines
See Fannie Mae B2-2-05, Inter Vivos Revocable Trusts

® The trust is established by one or more borrowers
B All borrowers are also the grantors and trustees (either individually or jointly)
® The individual(s) who established the trust are the primary beneficiaries

B The trust is:

Revocable
Authorized under applicable law
Properly documented and meets title insurance requirements

*

B A Power of Attorney is ineligible with an Inter-Vivos Trust

Ineligible Borrowers

Borrowers not legally present in the U.S.

Borrowers with diplomatic immunity and IMF employees
Borrowers without a social security number

Foreign Nationals

Borrower Types

Co-Borrower: An individual, who applies jointly with the borrower, takes title to the property and
is liable for the debt. The co-borrower signs all documents.
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Non-Occupant Co-Borrower: An individual who applies with the credit borrower on a principal
residence transaction who do not occupy the subject property; may or may not have an ownership
interest in the subject property as indicated on the title; sign the mortgage or deed of trust note;
have joint liability for the note with the borrower(s); and do not have an interest in the property
sales transaction, such as the property seller, the builder, or the real estate broker.

Co-Signer/Guarantor: An individual who has no ownership interest in the property but is liable for
the debt, signs the mortgage or deed of trust note, and does not have an interest in the property
sales transactions (i.e., property seller, builder, or real estate agent).

Non-Borrowing/Non-Purchasing Spouse: Generally, have no ownership interest in the property
and are not liable for the debt. In community property/marital rights states, the non-borrowing
spouse does have an interest in the property and is required to execute the security instrument
and all applicable documents as determined by state law.

NOTE: Community property states: Arizona, California, Idaho, Louisiana, Nevada, New Mexico, Texas,
Washington and Wisconsin.

Chain of Title

A 12-month chain of title is required for all loans. Title must include all transfers in the previous 12-
month period, including copies of all recorded deed(s). If more than one transfer in previous 12
months or property has significant increase in value since prior transfer, an appraisal addendum
addressing all transfers is required.

Community Seconds

Community Seconds, meeting Fannie Mae requirements, are eligible for fixed-rate or ARM
purchase or rate/term refinance of the 1-4 unit owner-occupied property, including manufactured
homes.

The CLTV ratio may exceed the limits in the LTV matrix up to 105% only if the loan is part of a
Community Second transaction. A loan securing a manufactured home that is not MH Advantage
that has a Community Second is limited to the LTV/CLTV/HCLTV in the LTV matrix.

Construction-to-Perm

" The conversion of construction-to-permanent financing involves the granting of a long-term
mortgage to a borrower for the purpose of replacing interim construction financing that the
borrower has obtained to fund the construction of a new residence.

Construction-to-permanent financing can be structured as a transaction with one or two separate
closings, and both single closing and two closing transactions are eligible for purchase.
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All construction work, including any work that could entitle a party to file a mechanics' lien or
materialmen's lien, must be completed and paid for, and all mechanics' liens and any other liens and
claims that could become liens relating to the construction must be satisfied before the loan is closed
with Planet. Planet will retain the appraiser's certificate of completion and a photograph of the
completed property in the loan file. When a construction-to- permanent mortgage loan provides
funds for acquisition or refinancing of an unimproved lot and the construction of a residence on the
loan, Planet will retain a certificate of occupancy or an equivalent from the applicable government
authority.

Units in a condo project are not eligible for construction-to-permanent financing.

Detached condos allowed.

Single-Closing Transactions

Single-closing transactions may be closed as either a purchase or limited cash-out refinance.
Transactions structured as a purchase:
® The borrower is not the owner of record of the lot at the time of the first advance of interim
construction financing.
® Ppurchase LTV/CLTV limits apply
Transactions structured as a rate/term refinance:
® The borrower is the owner of record of the lot at the time of the first advance of interim
construction financing.
® |imited cash-out (rate/term) LTV/CLTV limits apply.
® Must use additional due diligence to ensure the most recent information is obtained to help

ensure any disruption to borrower's employment (or self-employment and or income does not
negatively impact the borrowers ability to repay the loan.

Two-Closing Transactions

o

Two-closing construction-to-permanent transactions use two separate loan closings with two
separate sets of legal documents. A modification may not be used to update the original Note — a
new Note must be completed and signed by the borrowers. The first closing is to obtain the interim
construction financing (and may include the purchase of the lot) and the second closing is to obtain
the permanent financing upon completion of the improvements.

The borrower is underwritten based on the terms of the permanent mortgage.

Transactions are subject to the limited cash-out and cash-out refinance maximum LTV/CLTV/ HCLTV
ratios, as applicable.

Cash-out refinance transactions require the borrower to have held legal title to the lot for at least 6
months prior to the closing of the permanent mortgage.

All other standard cash-out refinance eligibility and underwriting requirements apply.

See Fannie Mae Selling Guide, Chapter B5-3 for complete guidelines.
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Credit Report/Scores

Credit score per DU.
All borrowers are required to have a credit score (see "Credit Exceptions/Non-Traditional Credit" on

Planet will accept a credit report, in the Seller's name, from any Fannie Mae acceptable credit
vendor.
A tri-merged credit report is required for all borrowers.
The representative credit score is determined as follows:
B |f there are three valid scores, the middle score is used. If two of the three scores are a
duplicate, the duplicate score is used.
B |f there are two valid scores, the lower of the two is used.
B |f there is one valid score, that score is used.

The representative score for the loan is the lowest representative score of all borrowers.

The borrower(s) must address all credit inquiries indicated on the credit report within the previous
90 days and indicate the reason for and result of the inquiry (i.e., was new credit obtained or not).
Sellers are required to document that the borrower did not incur any new debt from the time the
credit used to make the credit decision was pulled to the time of loan closing. Any of the following is
acceptable documentation:

B A "soft pull" credit report within 10 business days of the Note date, or

B A debt affidavit, signed by the borrower(s) (sample form is posted on the CORE Seller Portal at

www.phlcorrespondent.com under Forms and Resources), or

B A letter, written and signed by the borrower(s) stating no new credit was obtained.
Frozen Credit

If one of the three credit repositories display a frozen credit report, the borrower may still qualify
if:

Credit data is available from the other two repositories
A credit score is provided by at least one repository, and
Proof that lender requested a tri-merge credit report is evidenced in the file

If credit data is frozen at two or more of the credit repositories, the loan will not be eligible.
Credit Report — Fraud Alert

When a fraud alert, active-duty alert, or freeze is included with a credit report, additional steps are
required to verify the borrower's identity and documentation must be provided. Documentation
should include, but is not limited to:

A letter of explanation from the borrower, and
A copy of the identity theft report, and
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o

An additional form of identity verification, and

o

If the credit alert contains a phone number for a verbal verification prior to credit being issued,
documentation must be provided that the borrower was contacted.

Credit Exceptions/Non-Traditional Credit

o

1-unit, primary residence

All borrowers will occupy the property

DU “Approve/Eligible” results

Purchase or LCOR transactions only

Reserves may be required as determined by DU

When no borrower has a credit score, a non-traditional credit history must be
documented for each borrower.

When no borrower has a credit score, all of the above requirements apply in
addition to the following:

o

All property types are permitted, with the exception of manufactured housing
DTl must be less than 40%
" The maximum LTV, CLTV, and HCLTV ratios are 90%

o

o

Fixed Rate mortgage

When no borrower has a credit score, a non-traditional credit history must be
documented for each borrower.

When one or more borrower(s) has a credit score and additional borrower(s) do not,
all of the above requirements apply in addition to the following:

o

If the borrower(s) with the credit score contributes < 50% of the qualifying income, a
non-traditional credit history must be documented for all borrower(s) without a credit
score.

If the borrower(s) with the credit score contributes > 50% of the qualifying income),
there is no need to document a non-traditional credit history for borrower(s) without a
credit score.

See Fannie Mae Selling Guide for complete details.

Collections/Charge-Offs/Judgments

The following applies to collection and charge-off accounts:

Past-due accounts (that have not gone to collection) must be brought current.
One Unit Owner-Occupied Primary Residence:
® The borrower is not required to pay off outstanding collections or non-mortgage charge-offs
regardless of the amount.

Two-to-Four Unit Owner-Occupied Primary Residence and Second Home
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® |f the combined total of collections and non-mortgage charge-offs are greater than $5,000.00,
the accounts must be paid in full prior to or at closing.
Investment Property
® |ndividual/non-mortgage charge-off accounts greater than or equal to $250.00 or, if the
combined balance of all accounts is greater than $1000.00, the accounts must be paid in full
prior to or at closing.

NOTE: At underwriter discretion, payoff of collection accounts may be required.

Judgments/Tax Liens

Open judgments and all outstanding liens appearing in the Public Records section of the credit
report must be paid off prior to or at closing. Documentation of sufficient funds to satisfy these
obligations must be obtained.

Consumer Credit Counseling
Follow DU Findings.

Disputed Accounts

o

Disputed accounts are subject to DU Findings.

o

If DU Findings do not indicate any action required, none is required.
" If DU does not issue an approval, DU will re-asses the risk without the disputed tradelines. If DU is
able to issue an Approval, the underwriter must investigate the tradelines to determine whether the
borrower is responsible for the accounts or if the account information is accurate or complete.

® |f the borrower is not responsible for the disputed account, supporting documentation must
be obtained and retained in the loan file. No further action is necessary for the disputed
tradelines.

B |f the borrower is responsible for the disputed account, the underwriter must determine the
aspect of the tradeline that is being disputed. If the borrower is able to provide
documentation to disprove adverse information (such as canceled checks), the loan may be
delivered to Planet as a DU loan.

® |f the borrower is responsible for the disputed account and the tradeline information is
accurate and complete, the loan is ineligible.

The payment for the tradeline, if any, must be included in the DTI ratio if the account belongs to the
borrower.

NOTE: An "Approve/Eligible" result must be received from DU after the updated credit report has been
submitted.

Delinquent Child Support

Delinquent child support must be paid current or in a payment plan.
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Authorized user tradelines require underwriter review to ensure the tradelines are an accurate
reflection of the borrower's credit history.

Derogatory Credit

Derogatory
Event

Waiting Period

Extenuating Circumstance

Chapter 7 or
11 BK

4 years from discharge date to
the disbursement date of the
new loan.

2 years from discharge.

Chapter 13 BK

2 years from discharge date to
the disbursement date of the
new loan, or 4 years from
dismissal date to the
disbursement date of the new
loan.

2 years from discharge or dismissal date.

Multiple BK
Filing*

5 years if more than one filing in
the previous 7 years.

3 years from discharge dismissal

Foreclosure

7 years from the completion
date to the disbursement of the
new loan.

3 years from completion date. The maximum LTV is
the lesser of 90% or the maximum LTV allowed for
the program. The purchase of a primary residence is
permitted. Limited cash-out refinances are permitted
for all occupancy types.

Deed-In-Lieu/
Pre-
Foreclosure/
Charge-Off of
a Mortgage/
Short Sale

4 years from completion date to
disbursement of the new loan.

2 years from completion date.

NOTE: *Two or more borrowers with individual bankruptcies are not cumulative and are not considered
multiple bankruptcies (e.g., the borrower has a bankruptcy, and the co- borrower has a bankruptcy; Fannie
Mae does not consider this multiple BKs).

NOTE: Disbursement date is defined as the date the loan funds are disbursed for the subject mortgage. The

disbursement date may occur on or after the Note date.
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Extenuating circumstances are considered isolated events that are beyond the borrower's control
that result in a sudden, significant and prolonged reduction in income or a large increase in the
borrower's financial obligations (e.g., death of a borrower, layoff, serious illness, divorce, etc.).
Documentation that can be used to support extenuating circumstances include:

Acceptable documentation to support extenuating circumstances and that illustrate factors that
contributed to the borrower's inability to resolve the problem is required (e.g., copy of divorce
decree, layoff notice, death certificate, medical bills, tax returns, property listing agreements, etc.).

Additionally. a letter of explanation from the borrower explaining the relevance of the
documentation is required.

NOTE: An “Approve/Eligible” result are still required even when considering extenuating circumstances;
manual underwriting is not allowed on Agency loans.

Re-Established Credit Requirements

After a foreclosure, bankruptcy, deed-in-lieu, or pre-foreclosure, borrowers are required to have
re-established good traditional credit. Re-established credit is met if all of the following are met:

The above-detailed waiting periods and additional related requirements are met.

o

The loan receives an “Approve/Eligible” Finding from DU.

o

The borrower has established new traditional credit (non-traditional credit or “thin files” are not
acceptable).

Deed/Resale Restrictions

Properties with age-related restrictions (55+ communities) are eligible subject to Fannie Mae
requirements. © All other properties subject to deed/resale restrictions are ineligible.

DTI

Per DU
" The DTI ratio must account for the borrowers rental housing if the subject transaction is:

® asecond home

® orinvestment or

® includes a non-occupant co-borrower

Business Debt

Business debt that appears on a self-employed borrower's personal credit report requires
documentation that the debt is paid from company funds and considered in the cash flow analysis for
the borrower's business.

Business debt does not need to be considered as part of the borrower's individual recurring monthly
debt when:
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® The account does not have a history of delinquency, and

® Documentation is provided that the debt was paid from the borrower's business funds (e.g.,
12-months' canceled business checks), and

® The cash-flow analysis of the business took payment of the obligation into consideration. If
documentation of payment from the business funds cannot be provided or there is a history of
delinquency on the account, the debt must be considered as part of the borrower's individual
recurring debt obligation.

If documentation of payment from the business funds cannot be provided, or there is a history of
delinquency on the account, the debt must be considered as part of the borrower's individual
recurring debt obligation.

Co-Signed Debt (aka Contingent Liability)

Certain debts can be excluded from the borrower's recurring monthly obligations in the DTI
calculation:

o

When a borrower is obligated on a non-mortgage debt and is not the party who is repaying the debt,
the payment can be excluded in the monthly payment from the borrower's recurring monthly
obligations. This applies whether or not the party is obligated on the debt but is not applicable if the
other party is an interested party to the subject transaction. Non-mortgage debts include installment
loans, student loans, revolving accounts, lease payments, alimony, child support, and separate
maintenance.

o

When a borrower is obligated on a mortgage debt but is not the party repaying the debt, the full
monthly housing expense (PITIA) from the borrower's recurring monthly obligations if all of the
following are met:

® The party making the payment is obligated on the mortgage debt,
® There are no delinquencies in the most recent 12 months, and
® The borrower is not using rental income from the applicable property to qualify.

To exclude a contingent liability from the borrower's DTI, the lender must obtain the most recent
12 months canceled checks or bank statements from the other party making the payments that
document a 12-month-payment history with no delinquent payments.

When a borrower is obligated on a mortgage debt, the applicable property must be included in the
number of financed properties, regardless if the borrower is making the monthly mortgage
payments.

Installment/Revolving Accounts

All debts must be run through DU to ensure accurate DU results.

Alimony/Child Support/Separate Maintenance Payments
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Alimony, child support or separate maintenance payments that are required to be paid due to a divorce decree,
separation agreement or another legal document may be:

® |ncluded in the borrower's monthly debt obligations if they will continue for > 10 months
® Deducted from the monthly base income
® Voluntary payments are not required to be considered in the DTI calculation.

Alimony Treatment

There are now two options available with regard to alimony paid by the borrower as summarized below.

1. The borrower's monthly qualifying income can be reduced by the amount of the
monthly alimony payment, or

2. Included as a monthly payment in the DTl calculation.

® |enders using option 1

+*
*

Must enter the adjusted income figure as the income amount in DU

Disregard the DU message requiring the inclusion of the alimony obligation as a
monthly liability that is issued whenever the borrower declares on the loan
application that they are obligated to pay alimony.

® | enders using option 2

* Follow the standard requirements as outlined in the Monthly Debt Obligations
section of the Selling Guide.

NOTE: Lenders must continue to obtain documentation confirming the amount of the alimony
obligation.

Delinquent Federal Income Tax Installments
Payments may be included in the DTl in lieu of "payment in full" if:

B No federal tax lien has been filed against the borrower in the county in which the subject
property is located.

® The following documentation is evidenced in the file:

An approved IRS installment agreement which includes the payment amount and total

amount due.

* Evidence that borrower is current on monthly payments:

° Most recent payment reminder from the IRS which reflects the last and next
payment amount and due date

° File must evidence at least one payment was made prior to closing.

Installment Debt

B All Installment debts, including garnishments, are considered recurring monthly debt
obligations and must be included in the borrower's long-term debt for qualifying purposes if
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there are more than 10 months payments remaining.
B A timeshare account must be treated as an installment debt, regardless of how it is reported
on the credit report or other documentation, even if it is reported as a mortgage loan
B |nstallment debt with < 10 months remaining will be considered as a recurring monthly debt
obligation if it significantly affects the borrower's ability to meet their credit obligations.
Open 30-day Charge Accounts
® QOpen 30-day charge accounts that do not reflect a monthly payment on the credit report or
reflect a monthly payment that is identical to the account balance, lenders must verify
borrower funds to cover the account balance. The verified funds are in addition to any funds
required for closing costs and reserves.
® |f the borrower paid off the account balance prior to closing, the lender may provide proof of
payment in lieu of verifying funds to cover the account balance.
Payoff or Pay Down Debt Before Qualification
B payoff or pay down of a debt solely to qualify the borrower is carefully evaluated and will be
considered in the overall loan analysis by the underwriter. The borrower's history of credit
should be a factor in determining whether the appropriate approach is to include or exclude
debt for qualification. Generally, the following applies:

’ Revolving accounts that will be paid off at or prior to closing, a monthly payment is not
required to be included in the debt ratio. Documentation that the account was paid off
must be provided and verified prior to loan disbursement, or the payoff must be shown
on the Settlement/CD.

Installment loans that are being paid off or paid down to 10 or fewer remaining monthly
payments do not need to be included in the borrower's long-term debt. Such accounts
do not need to be closed as a condition of excluding the payment from the DTI ratio.

Revolving Debt
B Revolving debt is considered part of the borrower's recurring monthly debt. Revolving debt
includes credit cards and personal lines of credit (equity lines, secured by real estate, are
included in the housing expense). Revolving debt is subject to the following:

* |f the credit report does not provide a minimum payment amount and there is no

supplemental documentation to support a payment of less than 5%, the underwriter
must use 5% of the outstanding balance as the monthly debt obligation.

If the monthly payment is not included on the credit report, the underwriter will use the
greater of $10.00 or 5% of the outstanding balance to determine the monthly payment.

*

Student Loans
B payments evidenced on credit reports can be used to qualify the borrower.
® When the credit report does not reflect the correct monthly payment amount The Seller may
use the most recent monthly payment reflected on the student loan documentation.
® When the credit report does not reflect a monthly payment amount or shows a $0 amount as
the monthly payment, one of the following options must be used when determining the
qualifying monthly payment:
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* Planet may qualify borrowers on income driven payment plans using the $0 as a
monthly payment amount with evidenced documentation.

* Forloans that are deferred loans or in forbearance, Planet may calculate:

* A payment equal to 1% of the outstanding student loan balance (even if this amount is
lower than the actual fully amortizing payment), or

* A fully amortizing payment using the documented loan repayment terms.

Conversion of Principal of Residence or Pending Sale

Pending Sale
® |f the borrower's current principal residence is pending sale, but the transactions will not close
with title transfer to the new owner prior to the subject transaction, and the borrower is
purchasing a new principal residence, the current PITIA and the proposed PITIA must be used
in qualifying the borrower for the new mortgage loan.
® The current residence PITIA is not required to be used in qualifying the borrower if the
following documentation is obtained:

* A copy of the executed sales contract is provided, and

* Documentation is provided confirming all financing contingencies have been cleared.

Conversion of Second Residence or Principal Investment Property.
B See Fannie Mae Selling Guide B3-6 for complete details.

Employment and Income

A two-year employment history is recommended.
Wage earner borrowers may be considered with a shorter employment history as long as the
employment profile demonstrates positive factors to offset the shorter income history reasonably.
Borrowers relying on overtime and/or bonus income for qualifying purposes must have a minimum
12-months' history to be considered stable.
A verbal verification of employment (VVOE) is required within 10-business days of the Note date for
salaried borrowers and within 120 calendar days for self-employed borrowers. See Fannie Mae
Selling Guide B3-3 for alternative methods for employment verification.
A current paystub with YTD income and most recent W-2s are required.
Seller must independently obtain the phone number and, when possible, the address of the wage
earner borrower's employer using directory assistance/internet/phone book, etc.
Each tax return must be signed by the borrower unless the underwriter has obtained one of the
following signature alternatives:

® Documentation confirming that the tax returns were filed electronically,

® A completed IRS Form 4506-C (signed by the borrower) for the applicable year(s), or

B |RS transcripts that validate the tax return(s).

See Fannie Mae Selling Guide B3-3 for complete employment requirements.
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Income documentation is determined per DU, however, at underwriter discretion, additional
documentation may be required. Unless addressed below, follow Fannie Mae guidelines for
income requirements.

Wage earner borrowers:
® At minimum, a current paystub with YTD earnings and the most recent W-2. The paystub must
be dated within 30 days of the initial loan application date.
Permitted for non-traditional credit qualifying transactions.
Business income may only be used to qualify the borrower when there is a history of income
distribution to the borrower consistent with the level being used to qualify.
Amended tax returns are allowed with an exception from an Underwriting Manager, subject to the
following requirements:
® QOriginal and amended tax returns are required. Tax transcripts for the amended tax returns
must be obtained and be provided from the IRS. Borrower obtained tax transcripts for
amended tax returns are not allowed.
B Tax returns must be amended prior to the application date. Tax returns amended after the
application date are not allowed.
B Amended tax returns must be accepted by the IRS.
® |f the borrower owes taxes to the IRS, the full amount must be paid in full. Installment
agreements for taxes are allowable if Agency guidelines are met.
®  An explanation for the amended tax returns is required to be obtained from the borrower if
the income is being used to qualify.

Self-Employment

Self-employed borrowers may be considered with a 12 to 24-month self-employment history.
® A borrower with less than 2-year history of self-employment may be considered if the personal
and business federal income tax returns reflect a year (12) months of self-employment income
from the current business. The loan file must also contain documentation to support the
history of receipt of prior income at the same, or greater, level, and
+
+

In a field that provides the same products and services as the current business, or
In an occupation in which the borrower has similar responsibilities to those undertaken
in connection with the current business.

Self-employed income:
B Copy of the most recent 2-years signed federal individual and business tax returns with all
schedules. If DU requires business returns, business tax transcripts will be required.
® The requirement for business tax returns may be waived if:

* Borroweris using personal funds for down payment, closing costs and to satisfy

applicable reserve requirements,
+

*

Borrower has been self-employed in the same business for a minimum of 5 years, and
Borrower's individual tax returns show an increase in self-employment income over the
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past 2-years.

B Self-employed borrowers require verification of the business by a third-party source (e.g., CPA,
Federal Tax ID Certificate, Business License, and 411/Reverse Look-up). Self- employed
borrowers are individuals who have 25% or greater ownership interest in a business.

B When the co-borrower's self-employment income is not used for qualifying purposes, no
documentation or evaluation of income or losses is required. However, all borrowers will
continue to be evaluated for creditworthiness.

® Schedule K-1 Income:

* Borrower(s) with less than 25% ownership of a partnership, S corporation or limited
liability company reported on form 1065 or IRS form 1120S must have adequate
liquidity to support the withdrawal of earnings. The Schedule K-1 alone cannot be used
to support business liquidity in the absence of distributions as it does not provide
sufficient information for this purpose.

Other sources of income:

Employment related assets used as qualifying income is permitted; see Fannie Mae Selling Guide for
additional details.

DU determines the documentation, verification and continuation requirements for other sources of
income.

Social Security income for retirement or long-term disability that the borrower is drawing from his or
her own account/work record will not have a defined expiration date and must be expected to
continue.

NOTE: An SSA Award letter may be used to document the income if the borrower is receiving Social Security
payments or if the borrower will begin receiving payments on or before the first payment date of the
subject mortgage as confirmed by a recently issued award letter.

B planet follows Fannie Mae guidelines regarding the use of rental income.

B First-time homebuyer: Rental income not eligible for qualifying when purchasing an
investment property.

B Seller is required to use the Fannie Mae rental income worksheets when calculating rental
income. The worksheets (Form 1037, 1038, and 1039) are located on the Fannie Mae website
under Guide Forms & Legal Docs.

Marijuana/Cannabis

® |ncome derived from employment in the marijuana or cannabis industry is an eligible source of
income if the borrower is a W-2 wage earner (salaried or hourly). The borrower cannot have
any ownership interest in the business. If W-2 income is generated from a business where the
borrower has any ownership interest, the income not eligible.

® |ncome from employment at a marijuana dispensary (or similar) is acceptable if:

+*
+

Marijuana is legal under state law, and
The subject property cannot be income producing.
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B SeeNational Conference of State Legislatures for states where marijuana is legal.

Employment offers or contracts:

See Fannie Mae Selling Guide Section B3-3.1-09

If the borrower is scheduled to begin employment after the loan closes, the borrower may qualify
using one of the options below.

General Eligibility

The employment offer or contract must not be for employment by a family member or interested
party to the transaction.

® This requirement applies regardless of whether a paystub is obtained prior to loan delivery.
The borrower must qualify using base fixed income only

Option 1: Paystub Obtained Before Loan Delivery

The borrower's start date must be no earlier than 30 days prior to the note date
® Mortgage loan file must include: A copy of the executed employment contract, and

® Prior to delivering the loan, a paystub which includes sufficient information to support the
income used to qualify the borrower based on the offer contract must be obtained

Option 2: Paystub NOT Obtained Before Loan Delivery

The borrower's start date must be no later than 90 days after the note date.
This option is limited to:

® Purchase Transaction only

B 1-unit principal residence
The employment offer or contract must:

B (Clearly identify the employer and the borrower

B Be signed by the employer, and

® Be accepted and signed by the borrower

B (Clearly identify the terms of employment, including position, type and rate of pay, and start
date, and

® Be non-contingent

* Review of all conditions of employment (if applicable) must be evidenced in the file

Reserve Requirements (in addition to reserves required by DU or for the transaction)
® 6 months sufficient reserves, or

B Sufficient reserves or income to cover monthly obligations including DTl and PITIA for the
number of months between the note date and employment start date plus one Rental Income
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Escrow/Impound Account

o

>80% LTV required unless prohibited by state law

o

<80% LTV not required; refer to rate sheet for pricing adjustment
Escrowed Flood Insurance Premiums

Escrowed flood insurance premiums are required on all loans including, but not limited to, Higher
Priced Mortgage Loans (HPML). When the subject property is in a special flood hazard area, the
Seller must provide the following:

o

Evidence that flood insurance premiums have been escrowed (regardless of any other fees and
charges associated with the loan).

Seller must use Standard Flood Hazard Determination Form (SFHDF) on all properties.

NOTE: Planet will not purchase loans with negative escrow balances.

Financed Properties

0 Planet will purchase a maximum of five loans to one borrower with an aggregate loan amount
up to $2.5M.

Owner-occupied properties: There is not a maximum number of financed properties the borrower
may have if the subject property will be owner-occupied.

Second home and investment: Maximum 10 residential properties may be financed, including the
borrower's principal residence. Borrowers with 7-10 financed properties must have a minimum credit
score of 720; all other standards apply.

See "Assets" on page 12 > Reserves for additional information.

Calculating the Number of Financed Properties

Types of property ownership included in the calculation of financed properties:

1-4 unit residential properties where the borrower is personally obligated on the mortgage, even if
the monthly housing expense is excluded from the DTI.

The borrower's principal residence

Types of property ownership not included in the calculation of financed properties:

o

Commercial real estate

o

Multifamily property consisting of more than 4 dwelling units
"~ Timeshare
Vacant lot

Ownership of a manufactured home on a leasehold estate not titled as real property.
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Homeownership Education

Homeownership Education is defined as:

® A standardized course that covers homebuying, home maintenance, budgeting, and credit
When Required

B At least one borrower must complete homeownership education prior to closing for:

* Purchase transactions where all borrowers have no credit score (any product)

’ HomeReady® purchase transactions where all occupying borrowers are first-time
homebuyers

B purchase transactions with LTV/CLTV/HCLTV > 95% and all borrowers are first-time
homebuyers

NOTE: These requirements also apply to construction-to-permanent loans treated as
purchases.

Satisfying the Requirement
® Education must be completed prior to closing through a third-party provider independent of
the lender
B Content must align with HUD or National Industry Standards (NIS)
B Delivery may be in-person, online, by phone, or a hybrid format
® Housing counseling may be used in lieu of education
B A certificate of completion must be retained in the loan file
See Fannie Mae Selling Guide B2-2-06 for complete requirements.

Inspections

Septic inspections are only required when the appraiser indicates there is evidence the septic system
is failing.

Termite inspections are only required when the purchase contract requires one, or the appraiser
indicates there is evidence of active infestation.

Well inspections are only required when state or local regulations require or if there is an indication
the well may be contaminated.

Interested Party Contributions

Overview

Interested Party Contributions (IPCs) are contributions made by third parties with a vested interest
in the transaction. These funds are used to cover costs that are typically the responsibility of the
property purchaser. IPCs may include financing or sales concessions, as described below.
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IPCs may not be used to:

o

Make the borrower's down payment
Reserve requirements or
Satisfy the minimum borrower contribution requirement

Acceptable IPCs include:

o

Funds paid directly from the interested party to the borrower

Funds that flow from an interested party through a third-party organization, including nonprofit
entities, to the borrower

Funds that flow to the transactions on the borrower's behalf from an interested party (includes third-
party organization and nonprofit agency)

Funds donated to a third party who provides the funds to pay some or all the closing costs for the
transaction

o

Interested Parties

Interested parties to a transaction include, but are not limited to:

o

Builder or Developer
~ Property Seller

Real Estate Agent or Broker
Any affiliate of the above, or

Any party that will benefit from the sale of the property at the highest possible sales price.

o

o

NOTE: A lender or employer is not considered an interested party unless it is the property seller or affiliated
with another interested party. Affiliation exists when there is direct or indirect common ownership or control
between the interested party and the lender, or between both and a third party.

Financing Concessions

Acceptable financing concessions are financial contributions from an interested party that benefit
the borrower in the financing transaction. They may include:

Contributions toward borrower closing costs (including prepaids), or
HOA assessments covering up to 12 months post-settlement

Financing concessions include:

Loan-related fees:
B Attorney's fees
® Commitment fee
® Discount points
® Qrigination fee
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Real estate tax service fees
® Survey charges
® Title insurance premiums
® Transfer taxes
Credits or Payments related to acquiring the property or financing terms
Prepaid items, such as:
® Escrow accruals for borrower paid Ml
® Hazard insurance premiums (< 14 months), HOA dues (< 12 months)
® Mortgage insurance premiums, and
B prepaid items such as interest charges (no more than 30 days)
B Real estate taxes covering any period after the settlement date

Maximum Financing Concessions

The term "maximum financing concessions" replaces what was previously referred to as "IPC
limits." These limits apply on occupancy type and LTV/CLTV:

Occupancy Type LTV/CLTV | Maximum Allowable Contribution
> 90% 3%
Primary Residence or Second Home | 75.01-90% 6%
75% or less 9%
Investment Property All 2%

NOTE: For Fannie Mae REO (HomePath) properties the maximum allowable contribution > 90% is 6%. See
Fannie Mae Section B5-4-03 for additional details.

Financing concessions must be equal to or less than the sum of the borrower’s closing costs. Any
amount exceeding the borrower’s closing costs must be treated as a sales concession.

Sales Concessions

Sales Concessions are contributions from interested parties that:

Take the form of non-realty items or cash equivalents, or
Exceed allowable maximum financing concessions

Treatment of Excess Financing Concessions
If financing concessions exceed the allowable limits (see "Maximum Financing Concessions"
above), the excess must be:
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Deducted from the property's sales price, and

The lower of the adjusted sales price or appraised value must be used to calculate the loan-to-value
(LTV) ratio.

Examples of Sales Concessions
Sales concessions include, but are not limited to:

o

Cash gifts or undisclosed payments

o

Decorator allowances or moving costs

o

Furniture or appliances

o

Lender incentives provided by an interested party or affiliate

o

Realtor rebates not applied to the transaction

NOTE: A realtor rebate not applied to the transaction must be treated as a sales concession, regardless of
when it is provided.

Lender Incentives

Lender incentives are permitted up to a maximum of $2,500 and are not considered IPCs unless
the lender is also an interested party to the transaction.

Incentives may include:

o

Cash
Cash-like gifts (e.g., gift cards, prepaid debit cards)
Items of value, provided either:

® Directly by the lender, or

® Through a third party on behalf of the lender

Any incentive above $2,500 or provided by an interested party must be treated as a sales
concession and counted toward the maximum financing concession limit.

IPC Exclusions

The following are not considered IPCs and are not subject to the above limits:

o

Lender credits derived from premium pricing

o

Gift funds or gifts of equity from acceptable, unaffiliated donors

o

Pro-rated real estate tax credits

Fees for standby commitments / forward commitments (refer to Interest Rate Buydowns section
below)
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Customary Fees Not Subject to Maximum Financing Concessions:

Seller-paid fees that are considered common and customary in the market (e.g., owner's title and
transfer tax) are not subject to maximum financing concessions, even when paid by an interested

party.

Undisclosed IPCs

Undisclosed IPCs render a loan ineligible. Examples include:

o

Moving expenses,

o

Payment of various fees on the borrower's behalf,

o

"Silent" second mortgages held by the property seller, and

o

Other contributions that are given to the borrower outside of closing and are not disclosed on the
settlement statement.

Interest Rate Buydowns

If a temporary or permanent interest rate buydown is funded by an interested party:

It is considered a financing concession
It must be included in the IPC calculation and remain within the applicable IPC limit

NOTE: Builder Standby commitments executed before the borrower signs the sales contract are excluded.
Loans with a reduced interest rate due to a standby commitment require delivery with SFC 887.

Payment Abatements

Payment abatements funded by interested parties or nonprofits are not permitted, even if disclosed.

NOTE: The payment of HOA fees is not considered an abatement unless the payment of the fee extends for
more than 12 months. Paying HOA fees for 12 months or less is considered an IPC.

Minimum Loan Amount

©$40,000.00

Mortgage Insurance

Loans with >80% LTV, mortgage insurance is required and are subject to Ml guidelines.
Eligible Ml products:

® Borrower paid mortgage insurance (BPMI). Monthly or single premium are eligible. The single
premium may be financed. See "Chapter 4: Mortgage Insurance" on page 22 for detailed
requirements.
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® | ender paid mortgage insurance (LPMI). Single premium only.

B Split Premium.

Eligible Ml options:

® Non-refundable

Refundable

® | evel/constant renewal type (as applicable)
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Planet will accept mortgage insurance issued by M| companies that are Fannie Mae approved.

Mortgage insurance coverage is determined by LTV and loan term as detailed below:

Required MI Coverage

LTV

Loan Terms 80.01% - 85.01% - |90.01% - 95.01% -
85% 90% 95% 97%**

Fixed Rate: 10,15,20 6% 12% 25% 35%

Fixed Rate: 25, 30-year term and 12% 25% 30% 35%

ARMs*

*ARM maximum LTV 95%

** >95%. See "95.01% — 97% LTV" on page 5 for restrictions

LPMI Adjustments (No Single Premium BPMI Allowed)

LTV and Coverage

80.01% - 85% | 85.01% - 90% | 90.01% - 95% | 95.01% - 97%**
Fixed Rate
12% 25% 30% 35%
ARM 12% 25% 30% N/A

Mortgage/Rental History

Per DU, the mortgage/rental rating cannot have any > 60-day lates in the previous 12 months.

NOTE: If DU allows any delinquencies, a satisfactory explanation of the delinquency is required and is
subject to underwriter review and acceptance.

" The credit report must reflect the most recent 12-month activity.

Mortgage must be current for the month closing.

Copies of rent checks are required to document rental payment history per DU results in lieu of rent

checks, at the underwriter's discretion, the following may be acceptable:
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® A direct verification of rent (VOR) provided by a professional management company, or
® Copies of money orders

Non-ARMs' Length or Identity of Interest Transactions

A non-ARM's length transaction is a purchase transaction where there is a relationship or business
affiliation between the buyer and seller of the property.

Non-ARM's length transactions are eligible for resale properties.

When a non-ARM's length transaction occurs on a property that is new construction, the property
must be a primary residence only. Non-ARM's length transactions are ineligible if the property is a
second home or investment.

An identity of interest transaction involves parties who are not related and do not have close
personal ties; however, they have a strong interest in the transaction (i.e., broker acting for buyer
and seller, the broker is both realtor and mortgage broker, the realtor is selling own property, etc.).
Additional review will be required to ensure validity of the transaction, value, etc. which may include
additional documentation and/or a desk review or second appraisal.

Occupancy

Owner-Occupied
®  An active-duty military borrower who is unable to occupy the primary residence prior to the
delivery date due to military service will be considered an owner-occupied property mortgage.
The borrower's military orders must verify that the borrower is temporarily unable to occupy
the primary residence due to the military assignment.
Second Home
Investment (non-owner occupied)

Power of Attorney

The following requirements apply to all transactions when a Power of Attorney (POA) is utilized:

o

Use of the POA must meet all applicable state, federal and agency guidelines.
" The attorney in fact must be an eligible person (the following are examples of ineligible persons: real
estate agent, seller or a person related to the seller, any employee of the lender, any employee of
the title company, title agent or settlement agent, or any other party with a financial interest in the
transaction (other than a relative of the borrower).

The POA must be signed and notarized.

Cash-out transactions cannot use a POA.

For a Texas 50(a)(6) transaction, there must be proof in the file that the POA met all 50(a)(6) sighing
requirements

A trustee of a trust cannot sign using a POA.
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Prepayment Penalty

Not permitted.

Products

Fixed Rate: 10-, 15-, 20-, 25-, and 30-year

ARM:

The index used must be the SOFR (Secured Overnight Financing Rate).

Caps:
® 5/6-2/1/5
® 7/6 and 10/6- 5/1/5
Margin: 3.00
Qualification:
® 5/6 ARMs are qualified at the greater of:

* The maximum rate that could apply during the first 5 years after the payment date
(note rate plus first rate change cap), or
* The fully indexed rate.

® 7/6 and 10/6 ARMs are qualified at no less than the note rate for non-HPML transactions.

* Must be qualified at the greater of the note rate or the fully indexed rate for loans that
are higher-priced mortgage loans (HPML). If the fully indexed rate is higher, the loan is
ineligible © (Manual underwriting is ineligible).

* For ARMs with an initial fixed rate period greater than five years, an interest rate higher
than the note rate may be used to qualify the borrower. The higher rate must be
entered in the ARM Qualifying Rate field in DU and the Lender ARM Plan must be used.

NOTE: Manufactured Homes are eligible for fixed-rate mortgages only. ARMs are not permitted.

Property Eligibility

General Property Eligibility

The mortgaged premises must be

o

o

Residential in nature as defined by the characteristics of the property and surrounding market area;
Secured by an interest in real property within the meaning of the Internal Revenue Code as such
term is defined in 26 C.F.R. § 1.856-3;

Safe, sound, and structurally secure;

Adequately insured per Fannie Mae guidelines for property and flood insurance;

The highest and best use of the property as improved (or as proposed per plans and specifications),
and the use of the property must be legal or legal non-conforming use;
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Readily accessible by roads that meet local standards;
Served by utilities that meet community standards; and
Suitable for year-round use.

NOTE: Certain aspects of the location of a property will require special consideration. For example,
properties in resort areas that attract people for seasonal or vacation use are acceptable only if they are
suitable for year-round use.

See Fannie Mae Selling Guide B2-3-01, General Property Eligibility for complete requirements.

Eligible Property Types

o

2-4 unit Properties

o

Manufactured Homes
(see detailed section below for full requirements)

B Must be a 1 unit dwelling classified as real property
® Doublewide or greater
B May be existing or new construction
®  May be located in a Condo project or PUD
® Eligible for Primary Residence or Second Home
Modular, prefabricated panelized or sectional housing
® Must have like comparables
B Must be legally classified as real property
Mixed-Use Properties — Residential and Business use
® Property must be primarily residential and contain one legal residential unit
® Borrower must own and operate the business
B Business use must be zoning-compliant and limited in scope per Fannie Mae and local
requirements.
® Must meet FNMA Special Eligibility Criteria (B2-3-04) and Appraisal Considerations (B4-1.4-07)
Owner-occupied SFR
Properties owned free and clear properties (no existing lien).
® A copy of the tax transcript indicating no mortgage interest is required.
B |f the borrower owns multiple properties, a 1098 is required matching the lien(s) on the 1003
with the 1098 and one of the following:
+
+
+*

Copy of the hazard insurance declaration page with no mortgagee listed, or
Copy of the MERS report for the property showing no mortgage listed, or
Copy of the Data Verify report showing no mortgage listed.

Properties without road access — Allowed case-by-case with Credit Risk Officer approval
Rowhouses

Planet Home Lending, LLC Proprietary and Confidential Page 42


https://selling-guide.fanniemae.com/sel/b2-3-01/general-property-eligibility
https://selling-guide.fanniemae.com/sel/b2-3-04/special-property-eligibility-considerations
https://selling-guide.fanniemae.com/sel/b4-1.4-07/mixed-use-property-appraisal-requirements

Chapter 5: FNMA Conforming

Rural properties
Single-family residences

Manufactured Home Requirements

This section contains all appraisal, title, occupancy, site, and eligibility criteria for Manufactured
Homes, including MH Advantage where applicable. Refer to Fannie Mae Selling Guide Chapters
B2 and B4 for corresponding standards.

Per DU findings
A full appraisal is required and must include photos of either the HUD Data Plate or the HUD
Certification Label(s).

B As an alternative to the original HUD Certification Label(s) or the HUD Data Plate, the Seller
must obtain either a label verification letter with the same information contained on the HUD
Certification Label(s) or duplicate HUD Data Plate from the Institute for Building Technology
and Safety (IBTS). A duplicate HUD Data Plate may also be available by contacting the In-Plant
Primary Inspection Agency (IPIA) or the manufacturer. (A list of IPIA offices is posted on HUD's
website.)

NOTE: This flexibility does not apply to new construction properties.

The loan file must include:
B Executed sales contract for both property and land (if purchased separate), and
® Manufacturer's invoice for new properties
B Appraisal Report (form 1004C).
® Value must be based on: the home, land, and site improvements
New Construction Manufactured Homes

Properties not yet attached to land or not yet constructed the appraisal can be based
on plans and/or specification or model home. When the required information is not
available at time of inspection, the property must be appraised based on the
appraiser's receipt and review of the items and completion of improvements as
condition of the appraisal.

B Certification of completion is required prior to submission to Fannie Mae and must include:

* Be completed by the original appraiser if possible, or if not possible, a substitute

appraiser provided in the Fannie Mae Selling Guide

Verification improvements were completed, and all other requirements/conditions
have been satisfied

Previously unavailable information and a summary of the appraiser's analysis of any
previously unavailable dealer invoice, and

Photographs of the completed improvements attached to the permanent foundation,

*
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and of the HUD Data Plate and HUD Certification Label(s), or acceptable alternatives

Site Requirements for Manufactured Homes
B Qpinion of value must be based on the characteristics of the subject property including site
area. The appraisal report must indicate whether or not the site is comparable with the
neighborhood and must comment on the conformity of the manufactured home to other
manufactured homes in the neighborhood

B property must be compatible and conform to the manufactured homes in the neighborhood.
The appraiser must comment if the site has adverse conditions or is not typical for the
neighborhood

Comparable sales for Manufactured Homes
® Two comparable sales of similar manufactured homes are required and must address the

marketability and comparability of a manufactured home (example: multi-wide to multi-wide
homes)

* Athird comparable sale can be either a site-built home or a different type of factory-
built housing. The appraiser must explain why site-built housing or a different type of
factory-built housing is being used for the third comparable sale, and make and support
appropriate adjustments in the appraisal report

B To establish a baseline for the sales comparison analysis when comparable sales are not
available:

* Older sales of similar manufactured homes can be used, or
* Sales of similar manufactured homes in a competing neighborhood
’ Comparable sales created using the subject property and vacant lots are not allowed

® The following additional sources may be used to develop a well-documented appraisal:

* NADA Manufactured Housing Appraisal Guide
* Marshall and Swift's Residential Cost Handbook

Manufactured Homes Titled as a Condo

File must evidence FNMA project acceptance
® Both Land and dwelling are subject to condo association

o

The Seller must correctly identify the property type in DU as a manufactured home or MH Advantage,
and identify that it is located in a condo project
Manufactured housing projects require FNMA PERS review or a Full Review
® The project must meet all full review requirements, as applicable. CPM should not be relied
upon to complete the Full review because it does not contain all of the requirements that
apply to condo projects consisting of manufactured homes
® The project must not contain campgrounds or other facilities for transient or mobile units
® The project legal documents must require a provision for land-lease “hold-out” units to be
converted into the condo structure upon transfer, sale, or refinance of property. Land lease
“hold-out” units are limited to 25% or less of the total units in the project
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* Land-lease hold-out units are units where the structure is owned by an individual, but
the land is leased from the HOA or project sponsor. These units were not converted to
condo ownership when the project converted to a condo regime

® Standard PERS is required for new condo projects consisting of manufactured homes
B Streamlined PERS is required for an established condo project consisting of manufactured
homes that are subject to a deed restriction
All general condo eligibility requirements must be met
The manufactured home must be reviewed to confirm all manufactured housing requirements are
met

Additional Requirements

o

Property must be at least 12 feet wide

o

Minimum of 600 square ft. of living space, and
" Attached to a permanent foundation in accordance with the manufactured homes industry standards
Must be legally classified as real property under applicable state law and cannot include an accessory
dwelling unit
Permanently connected to a septic tank or sewage system and other utilities according with local and
state requirements
Properties not situated on a publicly dedicated and maintained street:
B Must be situated on a street that is community owned and maintained or
® Privately owned and maintained
® There must be adequate vehicle access and there must be an adequate and legally enforceable
agreement for vehicle access and maintenance
Must not have been previously installed or occupied at any other site or location, except from the
Manufacturer's or the dealer's lot as a new unit
Running Gear, towing hitch, wheels, and axles must be removed (must assume the characteristics of
site-built housing)
Existing properties that need repairs or are in the renovation process are not eligible for purchase
until the necessary work has been completed
B Exceptions may be considered for items that do not affect the ability to get an occupancy
certification, such as landscaping, a driveway, or a walkway
Additions and/or modifications are allowed
B |f the state in which the property is located requires inspection by a state agency to approve
modification, confirmation must be obtained that the property has met the requirement
®  |nspections not required by the state must be done by a licensed professional engineer
File must evidence certification that the addition or structural changes were completed in accordance
with the HUD Manufactured Home Construction Safety Standards
Borrower must own the land in fee simple
Must be built in compliance with the Federal Manufactured Home Construction and Safety Standards
established June 15, 1976, as amended and in force at the time the home is manufactured; and

Planet Home Lending, LLC Proprietary and Confidential Page 45



."Q\

-

Chapter 5: FNMA Conforming

Must be evidenced by the presence of both a HUD Data Plate and the HUD Certification Label (HUD

seal or tag)

NOTE: If the original or alternative documentation cannot be obtained for both the Data Plate/Compliance

Certificate and the HUD Certification Label, the loan is not eligible for delivery to Planet.

Down Payment with Manufactured Homes

Borrower must provide 5% of their own funds unless:

o

LTV/CLTV is £ 80%, or

A 1-unit residence is being purchased, and meets the requirements to:
B Use gift funds
® Donated grant funds, or

® Funds from employer to pay for some or all minimum borrower contributions.

" The property meets the MH Advantage requirements, and the loan meets the requirements for LTV

ratios of 95.01-97%.

® |n this case, the borrower must contribute a minimum down payment of 3%, from his or her

own funds unless the loan meets the gift, grant, or funds from an employer policy referenced

above.

The borrower's equity in the land is considered the borrower's own funds. If the borrower holds
title to the land on which the manufactured home will be permanently attached, the value of the
land may be credited toward the borrower's minimum down payment requirement.

The borrower's equity contribution will be the difference between any outstanding liens against
the land and the market value of the land.

Determining the Value of the Land (Manufactured Homes)

Date of Land Purchase Value of Land Required Documentation
>12 months preceding the loan The current appraised N/A
application value
<12 months preceding the date of The Lesser of the sales Borrower cash investment must be
the loan application price or the current obtained and include:
appraised value B Copy of settlement statement

B Copy of the warranty deed
showing no outstanding liens
against the property, or

B Copy of the release of any prior
lien(s)

Land acquired at any time as a gift, The current appraised Documentation which verifies the

Planet Home Lending, LLC Proprietary and Confidential Page 46




." @-.

b Y

Chapter 5: FNMA Conforming

Date of Land Purchase Value of Land Required Documentation
inheritance, or other non-purchase value acquisition and transfer of ownership
transactions of the land

Transactions Type Permitted with Manufactured Homes

o

Purchase Transactions
Proceeds must be used to finance the purchase of the manufactured home and/or the land. Land may be:

® Ppreviously owned by the borrower
® Free of any mortgage, or

B Subject to a mortgage that will be paid off with proceeds of new purchase money mortgage.
® No cash-back allowed

New Manufactured Homes

* TV must be based on the lower of the sales price plus:

° Lowest sales price which the land was sold during the 12-month period if the
land was purchased within 12 months preceding the loan date, or

° The current appraisal value of the land if purchased more than 12 months
preceding the loan application date.

* The “as completed” appraised value of the manufactured home and land.

B Existing Manufactured Homes

* LTV must be based on the lower of:

° The sales price and land
° The current appraisal value and land, or

* property was built in the 12 months preceding the loan application date, the lowest

price at which the property was sold during that 12-month period, plus the lower of

° The current appraisal value of the land, or
° The lowest sale prices at which the land was within that 12-month period.

Limited Cash-Out Refinance Transactions

Limited cash-out refinance transactions may involve the following:

B pay off the outstanding principal balance of an existing first lien mortgage secured by
the property and land (or existing liens if the home and land were encumbered by
separate first liens)

B Pay off the outstanding principal balance of an existing subordinate mortgage or lien
secured by the property and/or land, but only if it was used to purchase the property
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and/or land

B pay off an installment land contract that was executed more than 12 months before
the date of the loan application.

® Finance closing costs (including prepaid expenses); or

B Provide cash back to the borrower in an amount not to exceed the lesser of 2% of the
balance of the new refinance mortgage or $2,000.

B Maximum LTV must be based on the lower of the current appraised value and land; or

B At least one borrower on the new loan must be an owner (on title) of the subject property at
the time of the initial application. Exceptions are allowed if the lender documents that:

* the borrower acquired the property through an inheritance or was legally awarded the

property (such as through a divorce, separation, or dissolution of a domestic
partnership); or

the property was previously owned by an inter vivos revocable trust and the borrower
is the primary beneficiary of the trust;

the borrower is currently financially obligated on the loan being paid off but not on the
title. This includes loans where the property is currently owned by a limited liability
corporation (LLC) that is majority owned or controlled by the borrower(s). Ownership
must be transferred into the name of the individual borrower(s). See B2-2-01, General

Borrower Eligibility Requirements for additional requirements; or

* the borrower is paying off an installment land contract that was executed more than 12

months before the date of the loan application

B |f property is owned by the borrower for < than 12 months on the loan application date, and

® |f the home and land are secured by separate liens, the lowest price at which the home was
previously sold during that 12-month period plus:

* The lower of the current appraised value of the land, or
* The lowest sales price at which the land was sold during that 12-month period

Proceeds of a limited cash-out refinance may be used to:

B Ppay off the outstanding principal balance of an existing first lien mortgage secured by
the property and land (or existing liens if the home and land were encumbered by
separate first liens)

B pay off the outstanding principal balance of an existing subordinate mortgage or lien
secured by the property and/or land, but only if it was used to purchase the property
and/or land.

® Finance costs of construction,

® Finance closing costs, including prepaid expenses, and

® Provide cash back to the borrower in an amount not to exceed the lesser of 2% of the
balance of the new refinance mortgage or $2,000.

® Paying off the installment land contract that was executed more than 12 months
before the date of the loan application.
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Cash-Out Refinance Transactions
® Property and land must be owned for at least 12 months preceding the date of application.
® 65% LTV/CLTV/HCLTV based on the appraised value of property and land.
® No restriction on use of proceeds.

MH Advantage

MH Advantage is designed to meet certain construction, architectural design, and energy efficiency
standards that are more consistent with site-built homes. Examples of the physical characteristics
for MH Advantage include:

o

Specific architectural and aesthetic features such as distinctive roof treatments (eaves and higher
pitch roofline).

Lower profile foundation, garages or carports, porches, and dormers.
Construction elements including durability features, such as durable siding materials, and
Energy efficiency standards (minimum energy ratings apply).

Properties will have a sticker applied to identify that the property is eligible for MH Advantage
based on the specific design criteria listed above.

Appraisals (Standard valuation requirements for manufactured homes apply)

The purchase, conveyance, and financing (or refinancing) must be evidenced by:

® A valid and enforceable first-lien mortgage or deed of trust that is recorded in the land
records, and

B Must represent a single real estate transaction under applicable state law.

® A Copy of the Appraisal Report (form 1004C) and Completion Report 1004D (if applicable) is
required.

For new construction follow Fannie Mae standard appraisals requirements for:
® Postponed Improvements
®  Factory-Built Housing:

* Manufactured Housing for appraisals based on plans and specifications.

* This will ensure site improvements that are not attached to the home, such as detached
garages, are complete.

Appraisal photos must evidence:

® The presence of the MH Advantage Sticker (placed in proximity to the HUD Data Plate).

® HUD Data Plate, and

® HUD Certification Labels.
Final inspection photo must show the presence of a driveway leading to the home, garage or carport
(if one is available). The driveway must consist of:

® Blacktop

® Bricks
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® Cement
® Concrete
® Gravel
" Ppavers

The presence of a sidewalk connecting either the driveway, or a detached garage or carport, to a
door or attached porch of the home. The sidewalk must consist of:

B Blacktop

® Bricks

® Cement

® Concrete

® Flagstone
® Pavers

Comparable Sales

o

o

Must use other MH Advantage properties when available.

Appraiser must supplement with the best and most appropriate sales if fewer than three MH
Advantage sales are available.

Site-built homes may be included in the comparable.

Sales of new manufactured homes and land (often referred to as land/home sales) may be used as
comparables provided both the land and home transpire as a single transaction, and the file
evidences that the appraiser has adequately verified the physical attributes, conditions of sale, sales
price, and concessions.

Combining separate transactions of vacant land and purchase price to create a comparable sale is not
permitted but may be used as additional support.

Appraisal Requirements for MH Advantage Homes in New Subdivisions (Standard Fannie Mae
appraisals requirements for new subdivisions apply)

o

o

o

One comparable sale from the subject subdivision or project and

One comparable sale from outside the subject subdivision or project is required.

A third comparable sale can be from inside or outside of the subject subdivision or project, provided
it is a good indicator of value for the subject property.

Two of the sales must be verifiable from a reliable data sources, other than the builder.

Two pending sales in the subject project or subdivision in lieu of one closed sale may be used, in the
event there are no closed sales inside a new subject project or subdivision because the subject
property transaction is one of the first units to sell.

When two pending comparable sales are used in lieu of a closed sale at least three closed
comparable sales from projects or subdivisions outside of the subject property's project or
subdivision must be used.

The appraiser may need to rely solely on the builder of the property he or she is appraising, as this
data may not yet be available through typical data sources, in order to meet the requirements for
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using one comparable sale from the subject subdivision or project. A copy of the settlement
statement from the builders file is acceptable.

Ineligible Property Types

Agricultural-type properties
Bed and Breakfast
Boarding houses

Builder bailout properties
Commercial property

® |ncludes mixed-use properties where commercial use exceeds Fannie Mae limits or impairs
residential character of the property

Condo Hotels or Timeshares
Condo Projects listed as Unavailable in the Fannie Mae Condo Project Manager (CPM)
© Cooperatives (Co-Ops)
Farms
Incoming producing properties (e.g., adult care facilities, bed & breakfast, etc.)
Industrial zoned property
Kiddie Condos
Live-Work Projects that do not meet Fannie's live-work requirements
Log Homes
Manufactured homes and MH Advantage properties that have any of the following attributes:
B O Gjnglewide
® |nclude an accessory unit
B Multi-units (2-4 units)
B (Classified as an investment property
B O ]ocated in a 100-year flood zone
B O |easeholds
Mobile homes (any property that had / has wheels, axles, towing hitch, etc.)
Multi-family dwellings > 4 units
New or newly converted condominium projects in Florida without a PERS approval
Non-warrantable condominiums
"~ Orchards
Properties located in the Hawaiian Islands in lava zones one or two

Properties located on Tribal Lands Properties not suitable for year-round occupancy, regardless of
location

Properties with an Assignment of Contract

Properties with problem drywall (aka Chinese drywall). Evidence of complete remediation must be
provided if property previously contained Chinese drywall.

Properties without road access not approved by Planet's Credit Risk Officer.
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Ranches
Single-Entity ownership project
Unique properties
® There may be instances when the unique nature of a particular property may require special
consideration. In those cases, Fannie Mae encourages lenders to contact their Fannie Mae
customer account team.

Eligible Project Types

Condominiums (Attached/Detached, Live-Work)

Must be Fannie Mae warrantable
The required project review type may vary based on project characteristics, risk factors, or
transaction details. Eligible review methods include:

" Full review

* Must utilize Condo Project Manager (CPM)

® Limited Review

* Subject to LTV/CLTV/HCLTV and Occupancy restrictions

® CPM Certification

* Must be eligible for Limited review

Receive “Approved by Fannie Mae” status in DU
Project must not have delivery restrictions that conflict with the subject loan

* * #

All Fannie Mae eligibility criteria must still be satisfied

See Fannie Mae B4-2.2-01 — Limited Review Process
See Fannie Mae B4-2.2-02 — Full Review Process

Established Condo projects (>90% conveyed)

o

At least 90% of the total units have been sold and conveyed.

The project is 100% complete, including all units and common elements.
The project is not subject to additional phasing or annexation.

Control of the HOA has been turned over to the unit owners.

Established Condo projects (<90% conveyed)

o

If <90% conveyed due to developer-held rentals, the project may still qualify as established if:
B Construction is 100% complete
® The project is not subject to any additional phasing or annexation, and the HOA has been
turned over to the unit owners.
® The developer’s share of the units held back for rental is no more than 20% of the project’s
total units.
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® HQOA fees are paid current in developer-held units.
® There are no active or pending special assessments in the project.

New Condo Projects

For which one or more of the following is true:
B Fewer than 90% of the total units in the project have been conveyed to unit purchasers (or
80% if developer holds back rental units).
® The project is not fully completed, such as proposed construction, new construction, or the
proposed or incomplete conversion of an existing building to a condo.

® The project is newly converted.
® The project is subject to additional phasing or annexation.
® HQOA still in the developer's control.

Detached Condo Project

A project comprised solely of detached units or that comprises a mixture of attached and detached
units and may be a new or established project.

Two- to four-unit condo project

A project comprised of two, three, or four residential units in which each unit is evidenced by its own
title and deed. A two- to four-unit condo project may be either a new or established project and may
be comprised of attached and/or detached units.

Manufactured home project

A project consisting partially or solely of manufactured homes.

NOTE: Project approval for mortgage loans secured by multi-width manufactured homes located on
individual lots in subdivisions or in PUDs is generally not required, but Fannie Mae may choose to require
project approval.

Planned Unit Development (PUD) - Attached or Detached

PUD Project

® A project or subdivision that consists of common property and improvements that are owned
and maintained by an HOA for the benefit and use of the individual PUD unit owners.

® The unit owners in the project have title to a residential property (lot and structure) and an
interest in the HOA that owns or manages the common area and facilities of the PUD.

B See B4-2.3-01, Eligibility Requirements for Units in PUD Projects for additional details used in
determining whether a project is new or established and subject to Fannie Mae’s PUD
eligibility requirements.

Attached PUD: do require a sighed Condo/PUD Warranty form. No questionnaire required.
Detached PUD: do not require a Warranty form, a Questionnaire, or a project review.
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Project Review Waiver Criteria and Exceptions

o

Fannie Mae does not require a thorough project review for several types of projects or loan
transactions, including:
® Detached condo units
B Units in a two-to-four-unit condo project
® Units in a PUD Project
B Fannie Mae to Fannie Mae limited cash-out refinance with LTV ratios less than 80%
® High LTV refinance
Exception to the Waiver Policy
B QOther than the PUD requirements (under project types), if the property is a manufactured
home or the project contains any manufactured homes, such property or project is not eligible
for a review waiver and must be reviewed based on the applicable manufactured home
project review requirement
Requirements that Apply When the Project Review is Waived:
The following requirements apply, in addition to those noted above, when a project review is waived:
B Property eligibility requirements (described in Chapter B2-3, Property Eligibility)
® The project is not in Condo Project Manager (CPM) with a status of "Unavailable"
® The project is not a condo hotel or motel, houseboat project, or a timeshare or segmented
ownership project (described in B4-2.1-03, Ineligible Projects)
B Priority of common expense assessments (described in B4-2.1-01, General Information on
Project Standards)
® When an appraisal of the property is obtained, it must meet all applicable appraisal
requirements (described in Chapter B4-1, Appraisal Requirements)
B |nsurance requirements (described in Subpart B7, Insurance, as applicable)
® There are no unaddressed critical repairs outstanding or projects with evacuation orders
(described in B4-2.1-03, Ineligible Projects) if the loan is a Fannie Mae to Fannie Mae limited
cash-out refinance

NOTE: Project review required on High LTV Refinance Options and DU RefiNow projects.

See Fannie Mae Selling Guide Chapter B4-2 for complete guidance on project standards.

Litigation

Projects where the HOA is a party to litigation are eligible under the following circumstances:
® Non-monetary litigation including, but not limited to, neighbor disputes or rights of quiet
enjoyment
® The insurance carrier has agreed to provide the defense, and the amount is covered by the
HOA's insurance
® The HOA is the plaintiff in the litigation and upon investigation and analysis the matter is
minor and will result in an insignificant impact to the financial stability of the project
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® The anticipated damages and legal fees must not exceed expected to exceed 10% of the
project's funded reserves

® The HOA is named as the plaintiff in a foreclosure action or as a plaintiff in an action for past
due HOA assessments

See Fannie Mae Selling Guide Chapter B4-2 for complete requirements.

Property Flips

Property flips are subject to:

Appraisal must support any value increases. Additional documentation may be required and a desk
review or second appraisal may be required at underwriter discretion.

Borrower has excellent credit history, employment history, savings pattern, etc.

Property with an Accessory Unit

An ADU is typically an additional living area independent of the primary dwelling that may have
been added to, created within, or detached from a primary one-unit dwelling. The ADU must
provide for living, sleeping, cooking, and bathroom facilities and be on the same parcel as the
primary one-unit dwelling.

ADUs are not permitted for 2—4-unit properties, second homes, or investment properties.

See Fannie Mae Selling Guide Chapter B2-3-04 for complete requirements for accessory dwelling
units.

Property with an Addition without Permits

If the appraiser identifies an addition that does not have the required permits, the following is
required:

~ The appraiser must comment on the quality and appearance of the work, and
" The impact the addition might have, if any, on the market value of the subject property.

Property with Solar Panels

" Properties with solar panels that are owned by the borrower are eligible without additional
requirements.
Properties with solar panels that are not owned by the borrower are eligible subject to Fannie Mae

guidelines.
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Solar Panel Lien Subordination Requirement

In the event that the title company is unable to subordinate the Solar Panel lien, the following
language must be added to the Title Policy:

Required Title Policy Language:

"The Company insures against loss or damage sustained by the insured in the event
that the enforcement of that certain Notice of an Independent Solar Energy Producer
Contract referred to in Exception (FILL IN) of Schedule B Part 1 results in the invalidity,
unenforceability, or the lack of priority of the lien of the Insured Mortgage upon the
Title."

Title Insurance Requirements

o

Title must insure the priority, enforceability, and validity of the mortgage lien.
~ Title may require that the endorsement does not insure against loss or damage (and the
Company will not pay costs, attorney fees, or expenses) resulting from any contractual
obligation for electrical services or rights of ownership in the solar electric generation
system installed on the Land as disclosed by said notice.

" The title policy must clearly reflect any existing solar panel lien and ensure compliance
with applicable Fannie Mae guidelines regarding secured or unsecured solar panel

financing.
Purchase Agreement Amended/Renegotiated

Not eligible if the sales price was increased after the original appraisal was completed if:
® The appraised value is higher than the originally contracted sales price that was provided to
the appraiser, and
® The new purchase agreement and/or addendum to the purchase agreement is dated after the
appraisal, and
® The only change to the purchase agreement was the sales price.
" If the purchase agreement was renegotiated after the completion of the appraisal, the LTV would be
based on the lower of the original purchase price or the appraised value, unless:
® The re-negotiation was only for seller paid closing costs and/or pre-paid where the seller paid
closing/pre-paids costs are common and customary for the area and are supported by the
comparables, or
® The purchase contract was amended for a new construction property due to Improvements
made that impact the tangible value of the property. An updated appraisal report must be
obtained to validate the value of the improvements.

Assignment of the purchase contract is not allowed.
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Rent Back

The property seller is allowed to rent back the property from the buyer (borrower) for a maximum
of 60 days after close.

Seller Contribution

See "Interested Party Contributions" on page 34 for Seller contribution limits.

Subordinate Financing

Eligible subject to the CLTV limits on the matrix. Max CLTV is 105% for a fixed-rate, owner occupied 1-
4 unit property with a Community Seconds.

If existing subordinate financing is an HELOC, the full amount of the available credit must be used to
determine the HCLTV.

Unacceptable subordinate financing terms include:

® Mortgages with negative amortization (except employer subordinate financing that has
deferred payments).

B Subordinate financing that does not fully amortize under a level monthly payment plan where
the maturity or balloon payment date is less than 5 years after the Note date of the new first
mortgage.

B Subordinate financing that has a prepayment penalty. (Does not apply to HELOC early
termination fees).

®  An agreement under which a borrower is obligated to pay a third-party (other than a co-owner
of the subject property) a share of any appreciation in the value of the property is not
permitted, unless it qualifies as a Community Seconds loan.

Subordinate financing must be evidenced by a promissory note and reflected in a recorded security
instrument that is clearly subordinate to the first mortgage.

Temporary Buydown

Eligible Buydown Types
("Moderate") special feature code 009 must be delivered

o

2-1 Buydown
® Year 1: Payment calculated at 2% below the note rate.
® Year 2: Payment calculated at 1% below the note rate.
B Years 3 through maturity: Payment calculated at note rate.

o

1-0 Buydown
® Year 1: Payment calculated at 1% below the note rate.
® Years 2 through maturity: Payment calculated at note rate.
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Ineligible Buydown Types

o

o

0 3-2-1 Buydown
©1-1 Buydown

Eligible Sources

o

o

o

Borrower

Builder/Developer

Lender

Other Interested Parties to the Transaction
Seller

Split Contributions

Ineligible Sources

Borrower-paid lender credits from a higher rate
Excess Interested Party Contributions (IPCs)
Non-compliant lender buydowns

Unverifiable funds

Eligible Transactions

o

o

o

L}

Conforming Loans

High Balance

HomeReady

Limited Cash-Out Refinance
Purchase Transactions

Ineligible Transactions / Attributes

o

L}

o

° ARMs

Cash-Out Refinance

Investment Properties

RefiNow

© Renovation (HomeStyle)

0 Singlewide Manufactured Homes
Texas 50(a)(6)

Amortization Type

° Fixed-Rate Only

Loan Term

o

0 30-year term

Chapter 5: FNMA Conforming
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Occupancy Requirements

Primary Residence
Second Homes

Eligible Property Types
" 1-4 Unit Primary Residence
“ 1 Unit Second Homes

Attached

Detached

Manufactured Homes (doublewide or greater)
" PUD

~ SFR

Warrantable Condo

o

Automated Underwriting (AUS) Requirements

o

AUS Approval Required
© Manual Underwriting (UW) is Ineligible

Qualifying Rate

Borrowers must qualify at the Note Rate
® The borrower must be qualified using monthly payments calculated at the note rate.
® |f reserves are required, the reserves must be calculated using the note rate.

Additional Requirements

Temporary Buydown agreements must be fully executed at funding and held in a custodial
account.
® The temporary buydown agreement must state that the borrower will not assign, transfer or
close the account, or withdraw buydown funds, except as permitted by the terms of the
temporary buydown agreement.
® A copy of the fully executed temporary buydown agreement, must be retained in the Seller's
loan file.
The borrower must sign an agreement stating that the buydown funds will be automatically
applied to reduce their monthly principal and interest payment.
® The borrower must agree in writing that the buydown funds in the buydown account will be
automatically applied each month to reduce the monthly payment of principal and interest to
the extent provided under the subsidy temporary buydown agreement.
® The temporary buydown agreement must provide that the borrower will not be relieved of the
obligation to make the full monthly mortgage payments required by the terms of the note if,
for any reason, the buydown funds are not available or the buydown funds are not paid.
Loan documents must not reference the temporary rate in the note and security instruments.
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® The loan file must contain a copy of the executed temporary buydown agreement and must
clearly show the Seller's calculations of the total cost of the temporary subsidy buydown, any
interested party contribution and the annual percentage increase in the borrower's monthly
principal and interest payment.

The note and mortgage terms must not be altered due to the temporary buydown agreement.

® No references to the buydown plan are permitted in the note and security instruments.

® The interest rate and monthly payments shown in the note must be calculated without
reference to the temporary buydown subsidy. In no event may the temporary buydown
agreement change the terms of the note or mortgage.

Transaction Types

Eligible Transactions

o

o

o

1031 Exchange

Cash-out

Land contracts subject to Fannie Mae guidelines

Lease option to purchase subject to Fannie Mae guidelines
Limited cash-out refinance (rate/term)

New York CEMAs allowed on refinance transactions. CEMA not eligible on purchase transactions.
Planet does not accept Lost Note Affidavits. Use Fannie Mae Form 3172. Sellers must include the
recorded original CEMA, including Exhibits A-D and all mortgage assignments.

Purchase. The assignment of a purchase contract is not allowed.

Ineligible Transactions

o

o

o

Any transaction without a DU “Approval/Eligible” Finding

Community Land Trusts

© Energy Efficient Mortgages (EEM)

Fannie Mae My Community, Community Solutions, and Community Home Choice
Interest-only

Loans with tutorship lien

Non-Arm's length transaction that involves new construction and the loan is secured by a second
home or investment property.

Non-traditional credit (see "Credit Report/Scores" on page 21 for exceptions)

Properties in the “Right of Redemption Period” as applicable state law allows.

Refinance transactions where the subject property is listed for sale at time of disbursement of the
new loan.

Restructured mortgages that do not meet Fannie Mae guidelines.

Transactions where the property securing the loan is subject to a private transfer fee covenant
created on or after February 8, 2011, and fee collect does not directly benefit the property.
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Refinance Transactions

Properties that were listed for sale in the previous 12 months must be taken off the market prior
to the disbursement of the new mortgage loan and evidence must be provided to show the
property listing has been removed prior to the disbursement of the new loan. Borrowers must
provide written confirmation of their intent to occupy the property.

Cash-Out

o

Any existing first mortgage being paid off through the cash-out transaction must be at least 12
months old, measured from the note date of the existing loan to the note date of the new loan.
Cash-Out transactions require a minimum 6-month title seasoning (6 months from close date of the
previous transaction to the disbursement date of the new mortgage) except as follows:

B Delayed financing guidelines are met (see "Delayed Financing" on the next page), or

® The borrower inherited or was legally awarded the property (divorce, separation or dissolution
of domestic partnership). The property must have cleared probate and be vested in the
borrower's name.
Fannie Mae Student Loan Cash-Out
B The student loan cash-out refinance feature allows for the payoff of student loan debt through
the refinance transaction with a waiver of the cash-out refinance LLPA if all of the following
requirements are met:

*

* »

* * * * * ¥

*

The loan must be underwritten in DU. DU cannot specifically identify these transactions,
but will issue a message when it appears that only subject property liens and student
loans are marked paid by closing.

The standard cash-out refinance LTV/CLTV/HCLTV ratios apply.

At least one student loan must be paid off with proceeds from the subject transaction
with the following criteria:

Proceeds must be paid directly to the student loan servicer at closing,

At least one borrower must be obligated on the student loan(s) being paid off, and

The student loan must be paid in full- partial payments are not permitted.

The transaction may also be used to pay off one of the following:

An existing first mortgage loan (including an existing HELOC in the first-lien position); or
A single-close construction-to-permanent loan to pay for construction costs to build the
home, which may include paying off an existing lot lien.

Only subordinate liens used to purchase the property may be paid off and included in
the new mortgage.

The transaction may be used to finance the payment of closing costs, points, and
prepaid items. With the exception of real estate taxes that are more than 60 days
delinquent, the borrower can include real estate taxes in the new loan amount as long
as an escrow account is established, subject to applicable law or regulation.

All other standard cash-out refinance requirements apply.
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Delayed Financing

Borrowers who purchased the subject property within the past six months are eligible for a cash-
out refinance when no financing was obtained for the purchase transaction, and all the following
requirements are met:

o

The purchase transaction was an arms-length transaction, and
“ The borrower must have initially purchased the property as one of the following:

® A natural person

®  An eligible Inter Vivos Revocable Trust, where the borrower established that trust and is the

beneficiary of the trust

B An eligible land trust where the borrower is the beneficiary of the land trust, or

® An LLC or partnership in which the borrower(s) have 100% ownership individual or joint, and
The new loan amount cannot exceed the actual documented amount of the borrower's initial
investment to purchase the property plus the financing of closing costs, prepaid fees, and points
(subject to the maximum LTV/CLTV ratios for a cash-out transaction based on the current appraised
value), and
The CD from the original transaction is required to confirm that there was no mortgage financing
used to obtain the property, and
The source of the funds used to purchase the property can be documented (i.e., bank statements,
personal loan documents, HELOC against another property) and were the borrower's own funds,

NOTE: If gift funds were used to purchase the property, they may not be reimbursed with the
proceeds from the new loan.

The preliminary title documentation must not indicate any existing liens on the subject property. If

the source of the funds to acquire the property was an unsecured loan or secured by an asset other
than a subject property (e.g., HELOC), the settlement/CD for the refinance transaction must reflect

that all cash-out proceeds be used to pay off or pay down, as applicable, the loan used to purchase
the property; and

An “Approve/Eligible” result from DU is required, and the transaction must meet all other cash- out
eligibility requirements.

Rate/Term Refinance

At least one borrower on the new loan must be a current owner of the subject property (on title)
at the time of the initial loan application. Exceptions to this policy are permitted in the following
scenarios:

o

the borrower acquired the property through an inheritance or was legally awarded the property via a
legal settlement or divorce decree, or

the property was previously owned by an inter vivos revocable trust and the borrower is the primary
beneficiary of the trust.
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Student loans can be paid off through a rate/term refinance without being considered cash-out
transactions when the following requirements are met:

o

Per DU only

o

Proceeds from transaction must be used to pay off at least one student loan

o

Payoff must be paid directly to the servicer at closing

o

One borrower must be obligated on the loans being paid off, and

o

Loan must be paid in full (partial payments not allowed)

Transaction may also be used to pay off:

An existing first mortgage loan (including HELOCs in first lien position), or

Single-closing construction-to-perm loan to cover cost to build the home, which may include paying
off an existing mortgage.

Subordinate liens used to purchase property:

Financing is allowed to secure the payment of closing costs, points, and prepaid items.
Financing is not allowed when the property taxes are more than 60 days delinquent.

® The borrower can include property taxes in the new loan amount as long as an escrow account
is established, subject to applicable law or regulation.

B Cash back to the borrower may not exceed the lesser of 2% of the new refinance loan amount
or $2,000.

See Fannie Mae Selling Guide Chapter B2-1 for complete details.

Texas 50(a)(6)

NOTE: This section is specific to Texas 50(a)(6) Transactions. Planet follows Fannie Mae guidelines for any
topic not addressed in this section.

A Texas Section 50(a)(6) loan is a loan originated in accordance with and secured by a lien
permitted under the provisions of Article XVI, Section 50(a)(6), of the Texas Constitution, which
allow a borrower to take equity out of a homestead property under certain conditions. The
transaction must meet all the eligibility criteria specified in the Texas Constitution. Fixed Rate only.

Please note the following Planet requirements:

Borrower Types

® Unmarried co-borrowers are permitted, must take title to the property and are legally liable
for the debt.

® Non-borrowing spouse is permitted.
Borrower Eligibility

® QOwner-occupied properties only.

® No power of attorney permitted.
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Inter-vivos revocable transactions must meet the qualifying trust requirements under Texas
law for purposes of owning residential property that qualifies for the homestead exemption.

Collateral Eligibility

Property must be borrower's Urban Homestead (Rural Homesteads are not allowed).
Eligible properties are limited to a single unit, principal residence consisting of:

* An attached or detached dwelling
* Aunitin a Planned Unit Development (PUD) or
* Aunitin a Condominium Project

Property must be residential in nature and zoning, not a farm or ranch.

Property site must not exceed 10 acres (actual size of property; larger parcels may not be
valued considering only 10 acres).

Full appraisal with both interior and exterior inspection is required.

Survey or other acceptable evidence that the homestead property and any adjacent land are
separate parcels, and the homestead property is a separately platted and subdivided lot for
which full ingress and egress is available

Max 80.00% LTV/CLTV.

Transaction Details

A full appraisal is required

An existing Texas Section 50(a)(6) first or second mortgage on the homestead must have a
minimum of 365 days seasoning prior to the new loan closing date.

An existing Texas Section 50(a)(6) second mortgage may not be re-subordinated to a new
Texas Section 50(a)(6) first mortgage. Only one Texas Section 50(a)(6) lien is allowed at a time.

New mortgage may not be assumable.

Fixed rate only.

LPA Eligible/Accept required.

FICO per LPA.

Temporary interest rate Buydowns are ineligible.

Planet requires the Seller to provide a copy of the Attorney Representation letter as evidence
that the closing documents were prepared or reviewed by a Texas licensed attorney prior to
closing. Planet will only purchase Texas 50(a)(6) loans where the closing documents were
reviewed and/or prepared by one of the following attorneys:

* Baird Law, PLLC

Black, Mann & Graham
Carolyne K. Davis, P.C.
Dorsett Johnson & Swift, LLC
Glast, Phillips & Murray
Gregg & Valby

Matt Haddock, PLLC

Kubik Law Firm, PLLC

* * ¥ % * ¥
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MRG — Mortgage Resource Group
McGlynchey, Stafford

Pierson & Patterson

Polunsky Beitel Green, Attorneys at Law
Rich Karlseng, LLC

Robertson Anschutz Vetters

Sandler Law Group

Schwartz & Manente

Shanks & Associates, P.C., Attorneys At Law

NOTE: Attorneys not listed above must be approved by Planet in advance
of loan purchase.

The Texas Attorney Response Letter must be in the loan file as evidence of
the approving attorney and to confirm the attorney's conditions have been
met.

® | oan fees paid by the borrower may not exceed 2% of the loan amount. There is a 2% fee Cap
for all closing cost, fees and charges except the following:

*
+
*
+
+
+*
+*
+
*
+
*
+
Forms
® Note
+

Discount Points (if bona fide and documented)

Flood Insurance

Hazard Insurance

HOA Maintenance Fees/Dues

Late Charges

Prepaid Per Diem Interest

Property Tax

Appraisal fees paid to a third-party appraiser (AMC is not excluded)
Survey Fees

Title Premiums, or

Title Examination charges if less than the title premium
Title Endorsements

Texas Home Equity Note (Fixed Rate - First Lien) — Uniform Instrument Form 3244.1
01/01 (rev. 1/18)

® Security Instrument

*

Texas Home Equity Security Instrument (First Lien) — Fannie Mae/Freddie Mac
UNIFORM INSTRUMENT Form 3044.1 01/01 (rev. 01/18)
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® Borrower Affidavit

* Texas Home Equity Affidavit and Agreement (First Lien) — Fannie Mae/Freddie Mac
UNIFORM INSTRUMENT Form 3185 01/01 (rev. 01/18).

NOTE: The affidavit must be recorded together with the Security
Instrument and any applicable riders.

B Condominium Rider

* Texas Home Equity Condominium Rider — Fannie Mae/Freddie Mac UNIFORM

INSTRUMENT Form 3140.44 01/01
° If the property is a Condominium Unit.

® PpPlanned Unit Development (PUD) Rider

* Texas Home Equity Planned Unit Development Rider — Fannie Mae/Freddie Mac

UNIFORM INSTRUMENT Form 3150.44 01/01
° If the property is in a PUD.

B Notice Concerning Extensions of Credit Defined by Section 50(a)(6), Article XVI, Texas
Constitution (12-day notice). Must be revised version dated 11-17

* Per Texas Law, all borrowers must receive a copy of the signed 12-day notice, and

* Loan cannot close until the 13th day of application submission date.

® Texas Home Equity Receipt of Copies

® Texas Home Equity Election Not to Rescind

* Document must be signed 3-business days after rescission date has expired

®  Acknowledgment as to Fair Market Value of Homestead Property

* This document must accompany the appraisal

® Texas Home Equity Loan/HELOC Closing Instructions Addendum

® File must evidence a copy of closing instructions and acknowledgment receipt.

B Texas Home Equity Certificate from Originating Lender Regarding Compliance with Section 50
(a)(6) Article XVI of the Texas Constitution.

B QOwner's Affidavit Acknowledging Lender's Compliance with Constitutional Requirements to
Provide Owner Early Final Itemized Disclosure of Actual Fees and Charges

B QOwner's Affidavit of Compliance

See State of Texas Constitution for complete Texas 50(a)(6) laws.
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Texas 50(f) Rate/Term Refinance

Texas borrowers may refinance an existing Texas 50(a)(6) loan to a Non-Equity refinance product if
the following criteria is met:

o

365 days seasoning at closing is evidenced in the file

o

Borrower receives no-cash-out at closing

o

No additional advances allowed with the exception of refinancing the existing lien and actual closing
costs and reserves.

CLTV does not exceed 80%

Borrower must sign the Notice of Refinance of Texas Home Equity within 3 business days of loan
application (12-day notice).

Texas Home Equity Refinance Affidavit executed at closing

NOTE: See "Transaction Types" on page 60 for conventional refinance requirements.

See State of Texas Constitution for complete Texas 50(a)(6) laws.
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Fannie Mae High Balance Program Grid

Owner-Occupied Primary Residence
Fixed Rate & ARM

Transaction Type Units | LTV! CLTV3 Loan Amount? Credit Score

1 95% | 95%

Purchase 2 85% 85%

3-4 75% | 75%

1 95% 95%
See Loan Limits below Per DU

Limited Cash-Out 2 85% 85%

3-4 75% | 75%

1 80% | 80%

Cash-Out®
2-4 75% | 75%
Second Home
Fixed Rate & ARM
Transaction Type Units | LTV | cLTV Loan Amount Credit Score

Purchase and Limited Cash-Out 1 90% 90%

See Loan Limits below Per DU

Cash-Out 1 75% | 75%

Investment (non-Owner Occupied)
Fixed Rate & ARM

Transaction Type Units | LTV | CLTV Loan Amount Credit Score
Purchase 1 85% | 85%
Limited Cash-Out 1 75% | 75%

See Loan Limits below Per DU
Purchase and Limited Cash-Out| 2-4 75% 75%

Cash-Out 2-4 70% | 70%

Owner Occupied
Manufactured Homes

Transaction Type ‘ Units ‘ LTV ‘ CLTV ‘ Loan Amount Credit Score

Planet Home Lending, LLC Proprietary and Confidential Page 68



Chapter 5: FNMA High Balance

Purchase 95% 95%
Limited Cash-Out 1 95% 95% | See Loan Limits below| Per DU
Cash-Out 65% | 65%

Second Home
Manufactured Homes

Transaction Type Units | LTV | CLTV Loan Amount Credit Score

Purchase 1 90% | 90%
See Loan Limits below | Per DU

Limited Cash-Out 1 90% 90%

Owner Occupied
MH Advantage2

Transaction Type Units | LTV | CLTV Loan Amount Credit Score
Purchase 1 95% | 95%
Limited Cash-Out 1 95% 95% | See Loan Limits below | Per DU
Cash-Out 1 65% 65%
Second Home
2
Manufactured Home
Transaction Type Units | LTV | CLTV |Loan Amount Credit Score
Purchase 90% 90%
1 See Loan Limits below | Per DU
Limited Cash-Out 90% 90%
Reference:

1. Loans >80% LTV requires mortgage insurance and are subject to M| guidelines. The more restrictive
minimum credit score and guideline requirements apply. LTV/CLTV restrictions may apply for
properties located in adverse markets. See Fannie Mae Conforming Program Guidelines "Mortgage
Insurance" on page 38 for all requirements.

2. New or newly converted condominium projects located in Florida require PERS approval. Established
Condominium projects in FL with PERS approval or Full Review; project review not required on
detached condos or 2-4 unit projects; no LTV restrictions; projects with a Limited/CPM Review:

Primary residence: Max 75/90/90% LTV/CLTV/HCLTV
Second home: Max 70/75/75% LTV/CLTV/HCLTV
Investment: Max 70/75/75% LTV/CLTV/HCLTV Manufactured housing ineligible

3. Upto 105%, CLTV allowed when using a Community Seconds that meets Fannie Mae guidelines.
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Maximum High-Cost Loan Limits

Units | Contiguous States and District of Columbia
1 $1,209,750
2 $1,548,975
3 $1,872,225
4 $2,326,875

See Fannie Mae loan limits for maximum loan amounts by county/metropolitan area.

Planet Home Lending, LLC Proprietary and Confidential Page 70


https://singlefamily.fanniemae.com/originating-underwriting/loan-limits

'.?\

s

Chapter 5: FNMA High Balance

Fannie Mae High Balance Program Guidelines

For topics not addressed in this guide, see "Fannie Mae Conforming Program Guidelines" on
page 5 and Fannie Mae Selling Guide.

4506-C

See Fannie Mae Conforming Program Guidelines "4506-C" on page 5 for all requirements.

Ability to Repay/Qualified Mortgage

Planet requires all loans to be originated and closed in compliance with Agency and Planet
guidelines. Planet will purchase owner-occupied and second home transactions (that meet Fannie
Mae requirements) as follows:

o

Compliance findings validating a pass of ATR

L}

Compliance findings validating a pass of QM, where applicable

o

Automated Underwriting System (AUS) approval, where applicable

o

Evidence of manual approval, where applicable

o

Underwriting Analysis (e.g., Final 1008/Loan Transmittal, VA Loan Analysis, FHA Transmittal
Summary)

Income Worksheet

Additionally, all disclosures and documentation required under the ATR/QM provisions of the
Dodd-Frank Act must be provided.

The Seller will comply with the verification standards of the applicable agency Seller's Guide.

“ Chapters B3-3 through B3-6 of the Fannie Mae Single Family Selling Guide.

Affidavit of Identity

See Fannie Mae Conforming Program Guidelines "Affidavit of Identity" on page 6 for all
requirements.

Age of Documents

See Fannie Mae Conforming Program Guidelines "Age of Documents" on page 6 for all
requirements.

Planet Home Lending, LLC Proprietary and Confidential Page 71


https://selling-guide.fanniemae.com/
https://selling-guide.fanniemae.com/

."ﬁ\

-

Chapter 5: FNMA High Balance

Appraisals

DU determines the level of appraisal on owner-occupied properties. If a reduced appraisal
recommendation is received from DU, it must be on the final DU.

o

Appraisals must be Uniform Appraisal Data (UAD) compliant and meet Fannie Mae's Appraiser
Independence Requirements (AIR).
All appraisals must be submitted to the UCDP by the AMC or independent appraiser. A copy of the
Fannie Mae Submission Summary Report (SSR) and Freddie Mac Submission Summary Report that
includes the Appraisal Finding Detail Report (AFDR) with a Document File Status of “Successful” and
the 10-digit Doc File ID number or a copy of the XML file, must be provided.
Appraisal must identify and address properties located within a declining market.
A full appraisal must provide legible interior and exterior photos.

B The exterior photos must contain photos of the front, back and street scene of the subject

property as well as the front of all comparable sales.
® The interior photos, at minimum, must include:

* Kitchen (free-standing stove/range or refrigerator not required)

* Main living area

* Al bathrooms

* Any physical deterioration and recent updates that materially impact the market value
or marketability of the subject property (i.e., remodel, restoration, renovation)

Comparable sales used for new construction properties are subject to the following:

B |f all three of the comparable sales used to support the value of the subject property were
obtained from one of the above sources (public source eligible in Vermont and Maine only), no
further action is required.

® |f the comparable sales are not all obtained from an MLS, MRIS, MRED, NTREIS, or from an
independent source (Vermont and Maine only), the appraiser must comment that the subject
property development is being marketed in an “open” or “public” environment (i.e.,
newspaper advertisements, billboard signs, website, etc.).

® One of the comparable sales must be outside the project the subject property is located in and
be from an MLS, MRIS, MRED, NTREIS, SABOR, GeoData, or Comps Inc. or public source (public
source Vermont/Maine only).

® Two of the comparable sales must be from sources other than the subject property Builder.

NOTE: The appraiser is always allowed to provide more than three comparable sales to support the
property value.

Planet requires properties to be, at minimum, in average condition. Additionally, the following
applies:
® A conventional heat source with the ability to maintain a temperature of 50° in areas of the
property where there is plumbing.
®  Any broken glass that is a health hazard must be removed and the opening closed.
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Properties with a Condition Rating of C6 or Quality Rating of Q6 require Planet prior approval.
An appraisal update will be required when the appraisal is dated more than 4 months from the Note
date. The update must be completed prior to the expiration of the appraisal. The appraisal update
must include a photo of the front of the subject property. If the appraiser indicates a decline in value,
a new appraisal is required. A new appraisal will be required when the appraisal with an update is > 8
months from the Note date.
A transferred appraisal is acceptable when the following is provided:

® A copy of the Fannie Mae Submission Summary Report (SSR) with a Document File Status of

“Successful” and a PDF version of the appraisal report,

®  An appraisal transfer letter, and

B Confirmation that the appraisal is AIR compliant.
Properties located in a FEMA Disaster Declaration area will be subject to additional appraisal review.
See "Chapter 8: Loan Purchasing" on page 552 for detailed requirements.

See Fannie Mae Selling Guide for complete appraisal requirements.

Value Acceptance (Appraisal Waivers)

Value acceptance (appraisal waivers) will be accepted per Fannie Mae guidelines. The value
acceptance must be offered on the final DU feedback recommendation.

Assets

See Fannie Mae Conforming Program Guidelines "Assets" on page 12 for all requirements.

Assumptions

Planet follows Fannie Mae Guidelines.

AUS

° DU “Approve/Eligible” results required. Manual underwriting is ineligible.

Available Markets

Delegated Sellers
B Planet will purchase loans underwritten and closed by the delegated Seller in all states.
Non-Delegated Sellers
B planet will purchase loans from the non-delegated Sellers in all states on Fannie Mae products.
B All loans require Planet underwriting approval.

Seller must receive approval from Planet Home Lending to deliver loans with properties located in
Puerto Rico.
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o

The U.S. territories of Guam and the Virgin Islands are ineligible regardless of delegation.

Borrower Eligibility

See Fannie Mae Conforming Program Guidelines "Borrower Eligibility" on page 17 for all
requirements.

Chain of Title

See Fannie Mae Conforming Program Guidelines "Chain of Title" on page 19 for all requirements.

Community Seconds

See Fannie Mae Conforming Program Guidelines "Community Seconds" on page 19 for all
requirements.

Construction-to-Perm

See Fannie Mae Conforming Program Guidelines "Construction-to-Perm" on page 19 for all
requirements.

Credit Report/Scores

See Fannie Mae Conforming Program Guidelines "Credit Report/Scores" on page 21 for all
requirements.

DTI

See Fannie Mae Conforming Program Guidelines "DTI" on page 25 for all requirements.

Employment and Income

See Fannie Mae Conforming Program Guidelines "Employment and Income" on page 29 for all
requirements.

Escrow/Impound Account

L}

>80% LTV required unless prohibited by state law

o

<80% LTV not required; refer to rate sheet for pricing adjustment
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Escrowed Flood Insurance Premiums

Escrowed flood insurance premiums are required on all loans including, but not limited to, Higher
Priced Mortgage Loans (HPML). When the subject property is in a special flood hazard area, the
Seller must provide the following:

o

Evidence that flood insurance premiums have been escrowed (regardless of any other fees and
charges associated with the loan).
Seller must use Standard Flood Hazard Determination Form (SFHDF) on all properties.

NOTE: Planet will not purchase loans with negative escrow balances.

Financed Properties

%Planet will purchase a maximum of five loans to one borrower with an aggregate loan amount
up to $2.5M.

See Fannie Mae Conforming Program Guidelines "Financed Properties" on page 33 for all
requirements.

Inspections

See Fannie Mae Conforming Program Guidelines "Inspections” on page 34 for all requirements.

Interested Party Contributions

See Fannie Mae Conforming Program Guidelines "Interested Party Contributions" on page 34 for
all requirements.

Manufactured Homes

°ARMs not permitted.
CIneligible Properties:
B OSinglewide
B O easehold

B Oproperties located in a 100-year flood zone

See Fannie Mae Conforming Program Guidelines "Fannie Mae Conforming Program Guidelines"
on page 5 for all requirements.
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Mortgage Insurance

See Fannie Mae Conforming Program Guidelines "Mortgage Insurance" on page 38 for all
requirements.

Minimum Loan Amount

$679,651
The maximum loan amount is determined by county. See Federal Housing Finance Agency high-cost

area summary

Mortgage/Rental History

See Fannie Mae Conforming Program Guidelines "Mortgage/Rental History" on page 39 for all
requirements.

Non-Arms' Length or Identity of Interest Transactions

See Fannie Mae Conforming Program Guidelines "Non-ARMs' Length or Identity of Interest
Transactions" on page 40 for all requirements.

Occupancy

" Owner-Occupied
®  An active-duty military borrower who is unable to occupy the primary residence prior to the
delivery date due to military service will be considered an owner-occupied property mortgage.
The borrower's military orders must verify that the borrower is temporarily unable to occupy
the primary residence due to the military assignment.

Second Home
Investment (non-owner occupied)

Prepayment Penalty

Not permitted.

Products

Fixed Rate:10-, 15-, 20-, 25-, and 30-year
ARM: The index used must be the SOFR (Secured Overnight Financing Rate).

o

Caps:

Planet Home Lending, LLC Proprietary and Confidential Page 76


https://www.fhfa.gov/

Chapter 5: FNMA High Balance

® 5/6-2/1/5,
® 7/6 &10/6 - 5/1/5.
Margin: 3.00
Qualification:
® 5/6 ARMs are qualified at the greater of the Note rate plus 2% or the fully indexed rate.
® 7/6 and 10/6 ARMs are qualified at the Note rate.

Property Eligibility

Eligible Properties

o

o

o

2-4 units

Agricultural properties (allowed for Texas 50(a)(6) and Texas 50(f) transactions only)
Leaseholds meeting Fannie Mae guidelines

Manufactured Homes/Modular, prefabricated panelized or sectional housing (must have like
comparables and property must be legally classified as real property)

Mixed use eligible subject to Fannie Mae guidelines

Owner-occupied SFR

Properties owned free and clear properties (no existing lien). A copy of the tax transcript indicating
no mortgage interest is required. If the borrower owns multiple properties, a 1098 is required
matching the lien(s) on the 1003 with the 1098 and one of the following:

B Copy of the hazard insurance declaration page with no mortgagee listed, or
B Copy of the MERS report for the property showing no mortgage listed, or
B Copy of the Data Verify report showing no mortgage listed.

Properties without road access are allowed on a case-by-case basis with approval from the Credit
Risk Officer.

Rowhouse
Rural properties
Single-family residences

Ineligible Properties

o

o

o

Agricultural-type properties (allowed on Texas 50 (a)(6) and Texas 50(f) transactions only)
Bed and Breakfast

Boarding houses

Builder bailout properties

Commercial property

Commercial Space and mixed use allocation

Condo Hotels or Timeshares

Condo Projects listed as Unavailable in the Fannie Mae Condo Project Manager (CPM)
®Cooperatives

Farms
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Incoming producing properties (e.g., adult care facilities, bed & breakfast, etc.)
Industrial zoned property

" Kiddie Condos

Live-Work Projects that do not meet Fannie's live-work requirements

Log Homes

Manufactured homes and MH Advantage properties that include an accessory unit
Mobile homes (any property that had/has wheels, axles, towing hitch, etc.)
Multi-family dwellings > 4 units

New or newly converted condominium projects in Florida without a PERS approval
Non-warrantable condominiums

" Orchards

Properties located in the Hawaiian Islands in lava zones one or two

Properties located on Tribal Lands Properties not suitable for year-round occupancy, regardless of
location

Properties with an Assignment of Contract

Properties with problem drywall (aka Chinese drywall). Evidence of complete remediation must be
provided if property previously contained Chinese drywall.

Properties without road access not approved by Planet's Credit Risk Officer.
Ranches

Single-Entity ownership project

%Single-wide manufactured homes

Unique properties (geodesic domes, earth barn homes, log homes, etc.)
Vacant land or land development properties

See Fannie Mae Conforming Program Guidelines "Property Eligibility" on page 41 for all
requirements.

Property Flips

See Fannie Mae Conforming Program Guidelines "Property Flips" on page 55 for all requirements.

Properties with an Accessory Unit

See Fannie Mae Conforming Program Guidelines "Property with an Accessory Unit" on page 55 for
all requirements.

Properties with an Addition without Permits

See Fannie Mae Conforming Program Guidelines "Property with an Addition without Permits" on
page 55 for all requirements.
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Properties with Solar Panels

See Fannie Mae Conforming Program Guidelines "Property with Solar Panels" on page 55 for all
requirements.

Purchase Agreement Amended/Renegotiated

See Fannie Mae Conforming Program Guidelines "Purchase Agreement Amended/Renegotiated"”
on page 56 for all requirements.

Seller Contribution

See Fannie Mae Conforming Program Guidelines "Seller Contribution" on page 57 for all
requirements.

Subordinate Financing

See Fannie Mae Conforming Program Guidelines "Subordinate Financing" on page 57 for all

requirements.

Temporary Buydown

Eligible Buydown Types
("Moderate") special feature code 009 must be delivered

" 2-1 Buydown
® Year 1: Payment calculated at 2% below the note rate.
® Year 2: Payment calculated at 1% below the note rate.
B Years 3 through maturity: Payment calculated at note rate.

o

1-0 Buydown
® Year 1: Payment calculated at 1% below the note rate.
® Years 2 through maturity: Payment calculated at note rate.

Ineligible Buydown Types
© Ougjgnificant” or 3-2-1 Buydown
© ©1-1 Buydown

Eligible Sources

Borrower
Builder/Developer
Lender
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Other Interested Parties to the Transaction
Seller

L}

Split/Combo Contributions

Ineligible Sources

Borrower-paid lender credits from a higher rate
Excess Interested Party Contributions (IPCs)
Non-compliant lender buydowns

Unverifiable funds

Eligible Transactions

High Balance
Purchase Transactions
Limited Cash-Out Refinance

Ineligible Transactions

o

OARMs
Cash-Out Refinance

L}

o

Investment Properties
RefiNow

ORenovation (HomeStyle)
°Manufactured Homes
Texas 50(a)(6)

Amortization Type

Fixed-Rate Only

Loan Term

30-year term

Occupancy Requirements

Primary Residence
Second Homes

Eligible Property Types
“ 1-4 Unit Primary Residence
“ 1 Unit Second Homes
Attached
Detached

PUD

L}
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SFR
Warrantable Condo

Automated Underwriting (AUS) Requirements

o

AUS Approval Required
°Manual Underwriting (UW) is Ineligible

See Fannie Mae Conforming Program Guidelines "Temporary Buydown" on page 57 for all
requirements.

Transaction Types

Eligible Transactions

o

o

o

1031 Exchange

Cash-out

Land contracts subject to Fannie Mae guidelines
Limited cash-out refinance (rate/term)

New York CEMAs allowed on refinance transactions. CEMA not eligible on purchase transactions.
Planet does not accept Lost Note Affidavits. Use Fannie Mae Form 3172. Sellers must include the
recorded original CEMA, including Exhibits A-D and all mortgage assignments.

Purchase. The assignment of a purchase contract is not allowed.

Ineligible Transactions

o

o

o

Any transaction without a DU “Approval/Eligible” Finding

Community Land Trusts

Energy Efficient Mortgages (EEM)

Fannie Mae My Community, Community Solutions, and Community Home Choice
Interest-only

Lease option to purchase

Loans with tutorship lien

Non-Arm's length transaction that involves new construction and the loan is secured by a second
home or investment property.

Non-traditional credit (see "Credit Report/Scores" on page 325 for exceptions)

Properties in the “Right of Redemption Period” as applicable state law allows.

Refinance transactions where the subject property is listed for sale at time of disbursement of the
new loan.

Restructured mortgages that do not meet Fannie Mae guidelines.

Transactions where the property securing the loan is subject to a private transfer fee covenant
created on or after February 8, 2011, and fee collect does not directly benefit the property.
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See Fannie Mae Conforming Program Guidelines "Transaction Types" on page 60 for all
requirements.
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Fannie Mae HomeReady Program Grid

Owner-Occupied Primary Residence: Fixed Rate

Transaction Type Units LTV CLTV/HCLTV? Loan Amountl’ Credit Score
3,4,5,6

1 97% 97%
Purchase 2 95% 95%
3-4 95% 95%

1 95% 95% See Loan Limits Determined

I below by DU
Limited Cash-Out 2 95% 95%
34 95% 95%
Fannie Owned Limited Cash- 97%

Out 1 1,3,4,5,6 97%

Owner-Occupied Primary Residence: ARM

Transaction Type Units LTV CLTV/HCLTV? Loan Amountl’ Credit Score
1 95% 95%*
Purchase 2 95% 95%
3-4 95% 95% See Loan Limits Determined
1 95% 95% below by DU
Limited Cash-Out 2 95% 95%
3-4 95% 95%

Manufactured Homes

Transaction Type Units LTV CLTV/HCLTVZ2 | Loan Amount®? | Credit Score
Purchase 1 95% 959% See Loan Limits Determined
Limited Cash-Out below by DU

MH Advantage

Transaction Type Units | LTV3436 | CLTV/HCLTV2 Loan Amountl’ Credit Score
Purchase 1 97% 97% See Loan Limits Determined
Limited Cash-Out 1 97% 97% below by DU
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Reference:

1. Standard Conforming and High Balance Loan Limits apply. Refer to the Fannie Mae Loan Limits.

2. CLTV ratios may exceed the limits stated above up to 105% if the subordinate lien is a Community
Seconds transaction. See Fannie Mae HomeReady Program Guidelines for complete details.

3. Transactions with non-occupant borrowers permitted to a maximum 95% LTV.

4. LTV >95% subject to additional requirements. See "95.01% — 97% LTV" on page 5 for details.

5. High Balance LTV/CLTV/HCLTV permitted to a maximum of 95%.

6. Maximum 95% LTV/CLTV when sweat equity is utilized.

7. High Balance loan amounts limited to:

® 2 unit- 85% LTV/CLTV
® 3-4 unit- 75% LTV/CLTV

Maximum Conforming Loan Limits
Contiguous States and District of Columbia | Alaska, Hawaii
Unit General High Cost General
1 $806,500 $1,209,750 $1,209,750
2 $1,032,650 | $1,548,975 $1,548,975
3 $1,248,150 | $1,872,225 $1,872,225
4 $1,551,250 | $2,326,875 $2,326,875

See Fannie Mae loan limits for maximum loan amounts by county/metropolitan area.
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Fannie Mae HomeReady Program Guidelines

For topics not addressed in this guide, see "Fannie Mae Conforming Program Guidelines" on
page 5 and Fannie Mae Selling Guide.

4506-C

See Fannie Mae Conforming Program Guidelines"4506-C" on page 5 for all requirements.

95.01% — 97% LTV

Purchase and rate/term refinance eligible as follows:

Property is a 1-unit primary residence
® Manufactured homes are ineligible unless the property meets MH Advantage requirements.
Fixed rate required
DU Approve/Eligible is received
Conforming loan amounts only
At least one applicant on the loan must have a credit score.
Maximum 97% LTV/CLTV/HCLTV.
B CLTV may only exceed 97% if the second lien is a Community Seconds (maximum 105% CLTV)
18% mortgage insurance coverage required (HomeReady reduced MI benefit)
Standard minimum borrower contribution requirements apply (purchase transactions)
For Purchase transactions, Borrowers may be first-time or repeat homebuyers.

® Only when all occupying borrowers are first-time homebuyers must one borrower complete
approved homeownership education or counseling.

For Refinance transactions, the existing loan must be owned or securitized by Fannie Mae.
® |f DU confirms Fannie Mae ownership, no additional documentation is required

® |f DU does not confirm ownership, alternative documentation such as screen shots from
Fannie Mae's Lookup tool or verification from the current servicer must be obtained

Loan meets all other Planet guidelines

Ability to Repay/Qualified Mortgage

Planet requires all loans to be originated and closed in compliance with Agency and Planet
guidelines. Planet will purchase owner-occupied and second home transactions (that meet Fannie
Mae requirements) as follows:

Compliance findings validating a pass of ATR
Compliance findings validating a pass of QM, where applicable
Automated Underwriting System (AUS) approval, where applicable
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Evidence of manual approval, where applicable

Underwriting Analysis (e.g., Final 1008/Loan Transmittal, VA Loan Analysis, FHA Transmittal
Summary)

Income Worksheet

Additionally, all disclosures and documentation required under the ATR/QM provisions of the
Dodd-Frank Act must be provided.

The Seller will comply with the verification standards of the applicable agency Seller's Guide.

Chapters B3-3 through B3-6 of the Fannie Mae Single Family Selling Guide.

Affidavit of Identity

See Fannie Mae Conforming Program Guidelines "Affidavit of Identity" on page 6 for all
requirements.

Age of Documents

See Fannie Mae Conforming Program Guidelines "Age of Documents" on page 6 for all
requirements.

Appraisals

DU determines the level of appraisal on owner-occupied properties. If a reduced appraisal
recommendation is received from DU, it must be on the final DU.

o

Appraisals must be Uniform Appraisal Data (UAD) compliant and meet Fannie Mae's Appraiser
Independence Requirements (AIR).

All appraisals must be submitted to the UCDP by the AMC or independent appraiser. A copy of the
Fannie Mae Submission Summary Report (SSR) and Freddie Mac Submission Summary Report that
includes the Appraisal Finding Detail Report (AFDR) with a Document File Status of “Successful” and
the 10-digit Doc File ID number or a copy of the XML file, must be provided.

Appraisal must identify and address properties located within a declining market.
A full appraisal must provide legible interior and exterior photos.

® The exterior photos must contain photos of the front, back and street scene of the subject
property as well as the front of all comparable sales.

® The interior photos, at minimum, must include:

*

Kitchen (free-standing stove/range or refrigerator not required)

Main living area

All bathrooms

Any physical deterioration and recent updates that materially impact the market value

* * ¥
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or marketability of the subject property (i.e., remodel, restoration, renovation)

Comparable sales used for new construction properties are subject to the following:

B |f all three of the comparable sales used to support the value of the subject property were
obtained from one of the above sources (public source eligible in Vermont and Maine only), no
further action is required.

® |f the comparable sales are not all obtained from an MLS, MRIS, MRED, NTREIS, or from an
independent source (Vermont and Maine only), the appraiser must comment that the subject
property development is being marketed in an “open” or “public” environment (i.e.,
newspaper advertisements, billboard signs, website, etc.).

® One of the comparable sales must be outside the project the subject property is located in and
be from an MLS, MRIS, MRED, NTREIS, SABOR, GeoData, or Comps Inc. or public source (public
source Vermont/Maine only).

® Two of the comparable sales must be from sources other than the subject property Builder.

NOTE: The appraiser is always allowed to provide more than three comparable sales to support the
property value.

Planet requires properties to be, at minimum, in average condition. Additionally, the following
applies:
® A conventional heat source with the ability to maintain a temperature of 50° in areas of the
property where there is plumbing.
®  Any broken glass that is a health hazard must be removed and the opening closed.
Properties with a Condition Rating of C6 or Quality Rating of Q6 require Planet prior approval.
An appraisal update will be required when the appraisal is dated more than 4 months from the Note
date. The update must be completed prior to the expiration of the appraisal. The appraisal update
must include a photo of the front of the subject property. If the appraiser indicates a decline in value,
a new appraisal is required. A new appraisal will be required when the appraisal with an update is > 8
months from the Note date.
A transferred appraisal is acceptable when the following is provided:
® A copy of the Fannie Mae Submission Summary Report (SSR) with a Document File Status of
“Successful” and a PDF version of the appraisal report,
®  An appraisal transfer letter, and
B Confirmation that the appraisal is AIR compliant.
Properties located in a FEMA Disaster Declaration area will be subject to additional appraisal review.
See "Chapter 8: Loan Purchasing" on page 552 for detailed requirements.

See Fannie Mae Selling Guide for complete appraisal requirements.

Assets

Documentation requirements per DU.
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Cash-on-hand is an acceptable source of funds for the borrower's down payment, funds for closing
cost and prepaid items on purchase money transactions for 1-unit properties. Cash-on-hand may not
be used to fund the borrower's reserve requirement, if applicable. The Seller must verify and
document the following with respect to the cash-on-hand funds:
® The borrower customarily uses cash for expenses, and the amount of funds saved is consistent
with the borrower's previous payment practice.
® Funds for down payment and closing costs must exist in a financial institution account or an
acceptable escrow account. Funds must be on deposit at the time of application, or no less
than 30 days prior to closing.
® A written statement from the borrower that discloses the source of funds and states that the
funds have not been borrowed.
® The borrower's credit report and other verifications should indicate limited or no use of credit
and limited or no depository relationship between the borrower and the financial institution.
Sweat equity is an acceptable source of down payment for a HomeReady transaction. See Fannie
Mae Selling Guide section B5-6-02 for complete requirements.

Reserves

o

Per DU

Acceptable Sources of Reserves

Checking/savings accounts
Investments in stocks, bonds, mutual funds, certificates of deposit, money market funds, and trust
accounts. For borrowers using this above stock options and mutual funds for assets:

® When used for down payment or closing costs, evidence of the borrower's actual receipt of
funds realized from the sale or liquidation must be documented in all cases.

® When used for reserves, no more than 70% of the value of the asset must be considered, and
liquidation is not required.

Vested amount in retirement accounts
Cash value of a vested life insurance policy

Unacceptable Sources of Reserves

o

o

Cash on hand

Funds that cannot be withdrawn under circumstances other than the account owner's retirement,
employment termination or death

Funds that have not been vested

Interested party contributions

Personal unsecured loans

Stock held in an unlisted corporation

Stock options and non-vested restricted stock

See Fannie Mae Conforming Program Guidelines "Assets" on page 12 for all requirements.
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Assumptions

Planet follows Fannie Mae Guidelines.

AUS

° DU “Approve/Eligible” results required. Manual underwriting is ineligible.

Available Markets

Delegated Sellers
B planet will purchase loans underwritten and closed by the delegated Seller in all states.
Non-Delegated Sellers
B planet will purchase loans from the non-delegated Sellers in all states on Fannie Mae products.
B All loans require Planet underwriting approval.
Seller must receive approval from Planet Home Lending to deliver loans with properties located in
Puerto Rico.
The U.S. territories of Guam and the Virgin Islands are ineligible regardless of delegation.

Borrower Eligibility

See Fannie Mae Conforming Program Guidelines "Borrower Eligibility" on page 17 for all
requirements.

Chain of Title

See Fannie Mae Conforming Program Guidelines "Chain of Title" on page 19 for all requirements.

Community Seconds
Community Seconds are acceptable to the LTV/CLTV/HCLTV stated. CLTV ratios may exceed the
limits stated up to 105% if:

Fixed rate loan
Purchase or Limited Cash-Out Refinance

NOTE: More than one Community Seconds is allowed.

Credit History

o . .
Tradeline requirements per DU.
Authorized user tradelines require underwriter review to ensure the tradelines are an accurate
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reflection of the borrower's credit history.

Credit Report/Scores

Credit score per DU.

All borrowers are required to have a credit score (see"Credit Exceptions/Non-Traditional Credit"
below).

Planet will accept a credit report, in the Seller's name, from any Fannie Mae acceptable credit
vendor.

A tri-merged credit report is required for all borrowers.
The representative credit score is determined as follows:
B |f there are three valid scores, the middle score is used. If two of the three scores are a
duplicate, the duplicate score is used.
® |f there are two valid scores, the lower of the two is used.
B |f there is one valid score, that score is used.

The representative score for the loan is the lowest representative score of all borrowers.

o

The borrower(s) must address all credit inquiries indicated on the credit report within the previous
90 days and indicate the reason for and result of the inquiry (i.e., was new credit obtained or not).
Sellers are required to document that the borrower did not incur any new debt from the time the
credit used to make the credit decision was pulled to the time of loan closing. Any of the following is
acceptable documentation:

B A "soft pull" credit report, or

B A debt affidavit, signed by the borrower(s) (sample form is posted on the CORE Seller Portal at

www.phlcorrespondent.com under Forms and Resources), or

B A letter, written and signed by the borrower(s) stating no new credit was obtained.
Frozen Credit

If one of the three credit repositories display a frozen credit report, the borrower may still qualify
if:

Credit data is available from the other two repositories
A credit score is provided by at least one repository, and
Proof that lender requested a tri-merge credit report is evidenced in the file

If credit data is frozen at two or more of the credit repositories, the loan will not be eligible.
Credit Exceptions/Non-Traditional Credit

If one or more borrowers has a credit score and at least one borrower does not have a credit score,
DU will apply the following:

1-unit, primary residence, and all occupants
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Purchase or LCOR transactions only

Conforming loan amount only. High balance is ineligible.

Reserves may be required as determined by DU

If the borrower(s) with a credit score is contributing more than 50% of the qualifying income, the
Seller is not required to document a nontraditional credit history of the borrower(s) without a credit
score.

If the borrower(s) with a credit score is contributing 50% or less of the qualifying income, the Seller
must document a nontraditional credit history for each borrower without a credit score.

When no borrower has a credit score, all of the above requirements apply in addition to the
following:

o

All property types are permitted, with the exception of manufactured housing
DTI must be less than 40%
" The maximum LTV, CLTV, and HCLTV ratios are 90%

o

o

Fixed Rate mortgage

When no borrower has a credit score, a non-traditional credit history must be documented for each
borrower

When one or more borrower(s) have a credit score and additional borrower(s) do not, all of the
above requirements apply in addition to the following:

o

If the borrower(s) with the credit score contributes < 50% of the qualifying income, a non-traditional
credit history must be documented for all borrower(s) without a credit score, and

o

If the borrower(s) with the credit score contributes > 50% of the qualifying income), there is no need
to document a non-traditional credit history for borrower(s) without a credit score.

See Fannie Mae Conforming Program Guidelines "Credit Report/Scores" on page 21 for all
requirements.

Down Payment

Minimum borrower contribution from the borrower's own funds for any mortgage loan, if the loan
has an LTV/CLTV/HCLTV ratio of 80% or less, is not required.

The minimum required borrower contribution is dependent on the number of units, as noted in
the table below:
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Units Minimum Down Payment Minimum Borrower Contribution
Units Minimum Down Payment LTV/CLTV/HCLTV
1 5%13 None
Fixed Rate
2 15%
>80% =3%
3-4 25%
LTV/CLTV/HCLTVZ
1 10% None
ARM
2 25% >80% = 3%
3-4 N/A N/A
Reference:

1. A 3% down payment permitted for certain purchase transactions. See "95.01% — 97% LTV" on
page 85 for details.
LTV/CLTV/HCLTV may not exceed limits stated in the ARM matrices.

3. A minimum 3% borrower contribution and minimum down payment of 5% is required if sweat equity
is being used toward the down payment for one-unit HomeReady purchase transactions. See Fannie_
Mae Selling Guide for additional requirements.

DTI

o

Per DU

Business debt may only be excluded from the DTI calculation if satisfactory documentation of the
following is provided:

o

® The account in question does not have a history of delinquency.

® The debt(s) are paid through the business verified with 12 months canceled business account
checks.

B A cash-flow analysis of the business took the payment obligation into consideration.

" Debt that has been assigned by order of the court is not required to be included in the borrower's DTI
calculations; however, the payment history for the debt prior to its assignment must be reviewed.
~ When a borrower is obligated on a mortgage debt but not the party repaying the debt, the full
monthly housing expense may be excluded from the borrowers recurring monthly obligation if:
® The party making the payment is obligated on the mortgage debt
® No delinquencies in the most recent 12 months, and
® Rental income from the applicable property is not being used to qualify

o

The DTl ratio must include the borrower's rental housing expenses when the subject transaction is:
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® asecond home

® orinvestment or

® includes a non-occupant co-borrower

File must evidence 12-month pay history from the party making the mortgage debt payments via
canceled checks or bank statements.

See Fannie Mae Conforming Program Guidelines "DTI" on page 25 for all requirements.

Employment and Income

Boarder income allowed subject to the following:

B Rental payments that any borrower received from one or more individuals residing with the
borrower (who may or may not be related to the borrower) may be considered. This applies to
one-unit properties in an amount up to 30% of the total gross income used to qualify if the
boarder:

*

*

*

Is not obligated on the mortgage loan and does not have an ownership interest in the
property;

Has lived with the borrower for the last 12 months;

Can provide appropriate documentation to demonstrate a history of shared residency
(i.e., driver's license, bill, or bank statement which shows an address match).

The boarder can demonstrate rental payments to the borrower (i.e., canceled checks)
for:

The last 12 months, or

At least 9 of the most recent 12 months provided the rental income is averaged over a
12-month period.

Payment of rent by the boarder directly to a third party is not acceptable.

Non-occupant Borrower:
® |ncome considered as part of qualifying income and subject to income limits
" Maximum LTV 95%

Income Limits

When determining whether a mortgage is eligible under the borrower income limits, all qualifying
income from all of the borrowers on the mortgage note must be included when determining
HomeReady eligibility, provided the income is used in evaluating creditworthiness for the

mortgage loan.

o

Non-borrower income is not considered qualifying income and is not applied to income limits
Borrower income may not exceed 80% of the annual AMI for the property location
DU will issue a message when income appears to meet AMI limits or the property is in an eligible area

indicating potential HomeReady eligibility
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AMI Evaluation Logic — HomeReady®

Area Median Income (AMI) estimates are provided to Fannie Mae by the Federal Housing Finance
Agency (FHFA) and are used to determine borrower eligibility for HomeReady®, RefiNow™, and
Duty to Serve, as well as eligibility for certain loan-level price adjustment (LLPA) waivers.

The 2025 AMI limits were implemented in Desktop Underwriter® (DU®), Loan Delivery, and the
Area Median Income Lookup Tool over the weekend of May 17, 2025, with an effective date of
May 18, 2025.

DU Application of AMI Limits & Loan Level Price Adjustment (LLPA) Waiver Requirements

DU will apply 2025 AMI limits to new loan casefiles created on or after May 18, 2025
LLPA waiver eligibility is determined using the 2025 AMI limits for loans with an Application Received
Date on or after May 18, 2025

Loans with Application Received Dates prior to May 18 will use the 2024 AMI limits

Very Low-Income Purchase (VLIP) Credit - $2,500 LLPA Credit

Effective December 5, 2024 — FNMA extended the $2,500 loan-level price adjustment (LLPA) credit
for very low-income HomeReady purchase borrowers through February 1, 2026
At least one borrower must be a first-time homebuyer to be eligible for the credit

Eligibility Requirements:

" The loan must be an eligible HomeReady purchase loan with "Approve/Eligible" DU findings.
®  9Manual underwriting is not permitted.

"~ Total qualifying income less than or equal to 50% of the applicable area median income (AMI) limit
for the subject property's location.

~ The full $2,500 credit must be provided directly to the borrower and may be used for:
® Down payment

B Closing costs (including escrows and mortgage insurance premiums)

Minimum Contribution Usage:

o

The credit may be used to satisfy the 3% minimum contribution for all loans secured by a one-unit
property or loans secured by 2-4-unit properties with LTV ratios less than or equal to 80%.

For loans secured by 2-4-unit properties with LTV ratios greater than 80%, the credit may be applied
to down payment after the 5% minimum contribution is met.

All additional funds must comply with the Fannie Mae HomeReady Guidelines for source of funds.

Delivery Requirements:

All loans must be closed with both Special Feature Codes:
® 900 HomeReady loan
® 884 HomeReady VLIP LLPA Credit.
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Rental Income

Planet follows Fannie Mae guidance regarding the use of rental income.

One Unit with Accessory Dwelling

B Additional living area independent of the primary dwelling and includes a fully functioning
kitchen and bathroom.

NOTE: The appraiser is required to provide a description of the accessory unit and analyze
any effect it has on the value or marketability of the subject property.

2-4 Unit Principal Residence Properties — May be used as qualifying income per income guidelines.

NOTE: Seller is required to use the Fannie Mae rental income worksheets when calculating rental income.
The worksheets (Form 1037, 1038, and 1039) are located on the Fannie Mae website under Guide Forms &
Legal Docs.

Escrow/Impound Account

L}

>80% LTV required unless prohibited by state law

o

<80% LTV not required; refer to rate sheet for pricing adjustment
Escrowed Flood Insurance Premiums

Escrowed flood insurance premiums are required on all loans including, but not limited to, Higher
Priced Mortgage Loans (HPML). When the subject property is in a special flood hazard area, the
Seller must provide the following:

Evidence that flood insurance premiums have been escrowed (regardless of any other fees and
charges associated with the loan).

Seller must use Standard Flood Hazard Determination Form (SFHDF) on all properties.

NOTE: Planet will not purchase loans with negative escrow balances.

Financed Properties
OpPlanet will purchase a maximum of five loans to one borrower with an aggregate loan amount up

to $2.5M.
The occupant borrower may not have more than 2 financed properties.

Homeownership Education

Homeownership education must be completed prior to loan closing if the loan meets any of the
following conditions:
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All borrowers are relying on non-traditional credit to qualify (regardless of the loan product or First
Time Home Buyer status);

The transaction is a HomeReady purchase and all occupying borrowers are First Time Home Buyers,
regardless of LTV; or

The transaction is a Purchase with LTV, CLTV, or HCLTV greater than 95% and all borrowers are First
Time Home Buyers.

NOTE: Homeownership education is not required for Refinance transactions.

To satisfy the homeownership education requirement:

Education must be completed prior to loan closing

L}

Fannie Mae permits completion through any qualified third-party provider, as long as the provider is
independent of the lender
The education content must align with National Industry Standards (NIS) or HUD standards.
Education may be delivered in various formats

" |n-person

® |nternet-based

® Telephone

® Hybrid formats

Fannie Mae's HomeView offers a free online education option that meets these requirements.

As an alternative to homeownership education, borrowers may receive housing counseling from a
HUD-approved agency that meets HUD standards.

NOTE: When Housing Counseling occurs, SFC 184 is required to be entered in the ULDD screen for the LLPA
credit to take place. See Chapter B5-6-03 for details.

See Fannie Mae Selling Guide for complete details.

Manufactured Homes

This section is specific to Manufactured Homes. Sellers should follow the standard guidelines for
topics not covered in this section.

NOTE: Project approval for mortgage loans secured by multi-width manufactured homes located on
individual lots in subdivisions or in PUDs is generally not required, but Fannie Mae may choose to require
project approval.

Eligible Properties

1 unit multi-wide dwelling classified as real property
Existing or New construction
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o

PUDs
~ REO/HUD REOs

Ineligible Properties

o

2-4 units
Investment properties

o
o

0 L easeholds

o

© Properties located in a 100-year flood zone

o

0 Singlewide Manufactured Homes

Additional Requirements

A full appraisal must be provided

File must evidence
B Copy of executed sales contract for both property and land (if purchased separate), and
® Copy of the manufacturer's invoice for new properties
B Copy of the Appraisal Report (form 1004C).

® Value conclusion based on the real property required and consisting of the

* Manufactured home

Site improvements, and
Land on which the home is situated

* *

Non-realty items are not allowed (i.e., insurance, warranties and furniture)
New Construction

Properties not yet attached to land or not yet constructed the appraisal can be based on plans and/or
specification or model home. When the required information is not available at time of inspection, the property
must be appraised based on the appraiser's receipt and review of the items and completion of improvements as
condition of the appraisal.

B Certification of completion is required prior to submission to Fannie Mae and must include:
* Verification improvements were completed, and all other requirements/conditions
have been satisfied
Previously unavailable information, and
* Photographs of the completed improvements attached to the permanent foundation.

Site Requirements
B Qpinion of value must be based on the characteristics of the subject property including site
area.
B property must be compatible and conform to the manufactured homes in the neighborhood.
Comparable sales
® Two comparable sales of similar manufactured homes are required and must address the
marketability and comparability of a manufactured home (example: multi-wide to multi-wide
homes)
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* Athird comparable sale can be either a site-built home or a different type of factory-
built housing.

NOTE: Explanation of use is required and evidenced in the file.

B To establish a baseline for the sales comparison analysis when comparable sales are not
available:

+

+

*

Older sales of similar manufactured homes can be used, or
Sales of similar manufactured homes in a competing neighborhood.
Comparable sales created using the subject property and vacant lots are not allowed.

The following additional sources may be used to develop a well-documented appraisal:

o

NADA Manufactured Housing Appraisal Guide
Marshall and Swift's Residential Cost Handbook

Additional Requirements

Cash-out Transactions: < 20-year term.

o

Property must be at least 12 feet wide

Minimum of 600 square ft. of living space, and

Attached to a permanent foundation in accordance with the manufactured homes industry
standards.

Must be legally classified as real property under applicable state law.

Permanently connected to a septic tank or sewage system and other utilities according with local and
state requirements.

Properties not situated on a publicly dedicated and maintained street:
® Must be situated on a street that is community owned and maintained or
® privately owned and maintained.

Must not have been previously installed or occupied at any other site or location, except from the
Manufacturer's or the dealer's lot as a new unit.

Running Gear, towing hitch must be removed (must assume the characteristics of site-built housing).

Existing properties that need repairs or are in the renovation process are not eligible for purchase
until the necessary work has been completed.

B Exceptions may be considered for items that do not affect the ability to get an occupancy
certification.
Additions and/or modifications are allowed
B File must evidence approved inspections of modifications certified by the state when required.
® |nspections not required by the state must be done by a licensed professional engineer.

File must evidence certification that the addition or structural changes were completed in accordance
with the HUD Manufactured Home Construction Safety Standards.

Borrower must own the land in fee simple.
Must be built in compliance with the Federal Manufactured Home Construction and Safety Standards
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established June 15, 1976, as amended and in force at the time the home is manufactured; and
Must be evidenced by the presence of both a HUD Data Plate and the HUD Certification Label (HUD

seal or tag).

NOTE: If the original or alternative documentation cannot be obtained for both the Data Plate/Compliance
Certificate and the HUD Certification Label, the loan is not eligible for delivery to Planet.

Down Payment

Borrower must provide 5% of their own funds unless:

o

LTV/CLTV is < 80%, or

A 1-unit residence is being purchased, and meets the requirements to:
B Use gift funds
® Donated grant funds, or

® Funds from employer to pay for some or all minimum borrower contributions.

The borrower's equity in the land is considered the borrower's own funds. If the borrower holds
title to the land on which the manufactured home will be permanently attached, the value of the
land may be credited toward the borrower's minimum down payment requirement.

The borrower's equity contribution will be the difference between any outstanding liens against
the land and the market value of the land.

Determining the Value of the Land

Date of Land
Purchase

Value of Land

Required Documentation

>12 months preceding
the loan application

The current
appraised value

N/A

<12 months preceding
the date of the loan
application

The Lesser of
the sales price
or the current
appraised value

Borrower cash investment must be obtained and include: -
Copy of settlement statement — Copy of the warranty deed
showing no outstanding liens against the property, or — Copy
of the release of any prior lien(s)

Land acquired at any
time as a gift,
inheritance, or other
non-purchase
transactions

The current
appraised value

Documentation which verifies the acquisition and transfer of
ownership of the land

Product

Fixed Rate: 10-, 15-, 20-, and 30-year terms.

o

°ARMS are not permitted.
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Transactions Type
Purchase Transactions
Proceeds must be used to finance the purchase of the manufactured home and/or the land. Land may be:

® previously owned

® Free of any mortgage, or

® Subject to a mortgage that will be paid off with proceeds of new purchase money mortgage.
® No Cash-back allowed

® New Manufactured Homes

* LTV must be based on the lower of the sales price plus:

° Lowest sales price which the land was sold during the 12-month period if the
land was purchased within 12 months preceding the loan date, or

° The current appraisal value of the land if purchased more than 12 months
preceding the loan application date.
° The “as completed” appraised value of the manufactured home and land.

B Existing Manufactured Homes

* LTV must be based on the lower of:

© The sales price and land
° The current appraisal value and land, or

A property was built in the 12 months preceding the loan application date, the lowest

price at which the property was sold during that 12 month period, plus the lower of

° The current appraisal value of the land, or
° The lowest sale prices at which the land was within that 12 month period.

Limited Cash-Out Refinance Transactions
® Proceeds may be used to:

’ Pay off the outstanding principal balance of an existing first lien mortgage secured by
the property and land (or existing liens if the home and land were encumbered by
separate first liens)

Pay off the outstanding principal balance of an existing subordinate mortgage or lien
secured by the property and/or land, but only if it was used to purchase the property
and/or land;

Finance closing costs (including prepaid expenses); and

Provide cash back to the borrower in an amount not to exceed the lesser of 2% of the
balance of the new refinance mortgage or $2,000.

® Maximum LTV must be based on the lower of the current appraised value and land; or
B |f property is owned by the borrower for < than 12 months on the loan application date, and
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® |f the home and land are secured by separate liens, the lowest price at which the home was
previously sold during that 12-month period plus:

* The lower of the current appraised value of the land, or
* The lowest sales price at which the land was sold during that 12-month period.

B |f the property and land are secured by a single lien, the lowest price at which the home and
land were previously sold during that 12-month period.

Cash-Out Refinance Transactions
® Property and land must be owned for at least 12 months preceding the date of application.
® 65% LTV/CLTV/HCLTV based on the appraised value of property and land.
® No restriction on use of proceeds.
® | oan term must be < 20 years.
MH Advantage

o

MH Advantage is designed to meet certain construction, architectural design, and energy efficiency standards
that are more consistent with site-built homes. Examples of the physical characteristics for MH Advantage
include:

B Specific architectural and aesthetic features such as distinctive roof treatments (eaves and
higher pitch roofline).

® | ower profile foundation, garages or carports, porches, and dormers.

B Construction elements including durability features, such as durable siding materials, and

® Energy efficiency standards (minimum energy ratings apply).

Appraisals (Standard valuation requirements for manufactured homes apply)

® The purchase, conveyance, and financing (or refinancing) must be evidenced by:

* Avalid and enforceable first-lien mortgage or deed of trust that is recorded in the land
records, and

* Must represent a single real estate transaction under applicable state law.

* A Copy of the Appraisal Report (form 1004C) and Completion Report 1004D (if

applicable) is required.
® For new construction follow Fannie Mae standard appraisals requirements for:

* Postponed Improvements
* Factory-Built Housing:

° Manufactured Housing for appraisals based on plans and specifications.
° This will ensure site improvements that are not attached to the home, such as
detached garages, are complete.

B Appraisal photos must evidence:

* The presence of the MH Advantage Sticker (placed in proximity to the HUD Data Plate).
* HUD Data Plate, and
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* HUD Certification Labels.

Final inspection photo must show the presence of a driveway leading to the home, garage or
carport (if one is available). The driveway must consist of:

* Blacktop

Bricks
Cement
Concrete
Gravel, or
Pavers

The presence of a sidewalk connecting either the driveway, or a detached garage or
carport, to a door or attached porch of the home. The sidewalk must consist of:

* * % * * ¥

° Blacktop

° Bricks

° Cement

© Concrete

° Flagstone, or
° Pavers

Comparable Sales

Must use other MH Advantage properties when available.

Appraiser must supplement with the best and most appropriate sales if fewer than three MH
Advantage sales are available.

Site-built homes may be included in the comparable.

Sales of new manufactured homes and land (often referred to as land/home sales) may be
used as comparables provided both the land and home transpire as a single transaction, and
the file evidences that the appraiser has adequately verified the physical attributes, conditions
of sale, sales price, and concessions.

Combining separate transactions of vacant land and purchase price to create a comparable
sale is not permitted but may be used as additional support.

Appraisal Requirements for MH Advantage Homes in New Subdivisions(Standard Fannie Mae appraisals
requirements for new subdivisions apply)

One comparable sale from the subject subdivision or project and

One comparable sale from outside the subject subdivision or project is required.

A third comparable sale can be from inside or outside of the subject subdivision or project,
provided it is a good indicator of value for the subject property.

Two of the sales must be verifiable from reliable data sources, other than the builder.

Two pending sales in the subject project or subdivision in lieu of one closed sale may be used,
in the event there are no closed sales inside a new subject project or subdivision because the
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subject property transaction is one of the first units to sell.
® When two pending comparable sales are used in lieu of a closed sale

* At least three closed comparable sales from projects or subdivisions outside of the
subject property's project or subdivision must be used.

The appraiser may need to rely solely on the builder of the property he or she is appraising, as
this data may not yet be available through typical data sources, in order to meet the
requirements for using one comparable sale from the subject subdivision or project. A copy of
the settlement statement from the builders file is acceptable.

Down Payment
Borrower must provide 5% of their own funds unless:
® The LTV/CLTV is < 80%, or
® A 1-unit residence is being purchased, and meets the requirements to:

* Use gift funds
* Donated grant funds, or
* Funds from employer to pay for some or all minimum borrower contributions.

® The property meets the MH Advantage requirements and the loan meets the requirements for
LTV ratios of 95.01-97%.

* Inthis case, the borrower must contribute a minimum down payment of 3%, from his or

her own funds unless the loan meets the gift, grant, or funds from an employer policy
referenced above.

The borrower's equity in the land is considered the borrower's own funds. If the borrower holds title to the land
on which the manufactured home will be permanently attached, the value of the land may be credited toward
the borrower's minimum down payment requirement.

The borrower's equity contribution will be the difference between any outstanding liens against the land and
the market value of the land.

Mortgage Insurance
Follow standard Fannie Mae Guidelines for manufactured homes.
Product

® Fixed Rate: 10-, 15-, 20-, 25-, and 30-year term.
B OARMS are not permitted.

Site Requirements

® No minimum requirements for width, size, roof pitch, or any other specific construction
details.

Transaction Type
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® Purchase
® | imited Cash-Out

Ineligible Transactions

® | oans secured by on-frame modular construction.

Minimum Loan Amount

©$40,000.00

Mortgage Insurance

Loans with >80% LTV, mortgage insurance is required and are subject to Ml guidelines.
" Eligible Ml products:
® Borrower paid mortgage insurance (BPMI). Monthly or single premium are eligible. The single
premium may be financed. See "Chapter 4: Mortgage Insurance" on page 22 for detailed

requirements.

B |ender paid mortgage insurance (LPMI). Single premium only.
B Split Premium.
Eligible Ml options:
® Non-refundable
B Refundable

® | evel/constant renewal type (as applicable)
Planet will accept mortgage insurance issued by M| companies that are Fannie Mae approved.

Mortgage insurance coverage is determined by LTV and loan term as detailed below:

Required MI Coverage
LTV
Loan Term
80.01 - 85% | 85.01-90% | 90.01-95% | 95.01 - 97%
Fixed Rate: < 20 years 6% 12% 25% 25%
Fixed Rate and ARM*: >20 years 12% 25% 25% 25%
Manufactured Homes (excluding MH Advantage) 12% 25% 25% N/A

*ARM maximum LTV 95%; ** > 95%. See "95.01% — 97% LTV" on page 85 for restrictions.

Occupancy

Primary residence only.
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Ownership of Other Property

Occupancy Borrower(s)

No limitations on ownership of other properties

Non-Occupancy Borrower(s)

Permitted to a maximum of 95%
No limitations on ownership of other properties

Products

Fixed Rate: 10-, 15-, 20-, and 30-years

ARM: The index used must be the SOFR (Secured Overnight Financing Rate).

o

Caps:
® 5/6-2/1/5
= 7/6 &10/6-5/1/5
Margin: 3.00
Qualification:
® 5/6 ARMs are qualified at the greater of the Note rate plus 2% or the fully indexed rate.
® 7/6 and 10/6 ARMs are qualified at the Note rate.

Property Eligibility

NOTE: Additional restrictions apply to purchase transactions with LTV ratios of 95.01 — 97%.

Condo/PUDs and Project Standards

Condominiums (attached/detached, live-work) that are Fannie Mae warrantable.
PUDs (attached/detached)
B Attached PUDs require a signed Condo/PUD Warranty form.
® A Questionnaire is not required.
® Detached PUDs do not require a Warranty form, a Questionnaire, or a project review.

Litigation

B projects where the HOA is a party to litigation are eligible under the following circumstances:

. Non-monetary litigation including, but not limited to, neighbor disputes or rights of

quiet enjoyment
The insurance carrier has agreed to provide the defense, and the amount is covered by
the HOA's insurance

*
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* The HOA s the plaintiff in the litigation and upon investigation and analysis the matter
is minor and will result in an insignificant impact to the financial stability of the project

* The anticipated damages and legal fees must not exceed expected to exceed 10% of the
project's funded reserves

* The HOA is named as the plaintiff in a foreclosure action or as a plaintiff in an action for
past due HOA assessments

See Fannie Mae Selling Guide for complete requirements.

Eligible Project Types

o

Established Condo projects
B At least 90% of the total units have been sold and conveyed.
® The project is 100% complete, including all units and common elements.
® The project is not subject to additional phasing or annexation.
B Control of the HOA has been turned over to the unit owners.

A project may also be treated as an established project with less than 90% of the units sold to unit purchasers,
provided the deficit is the result of the developer holding back units for rent. The following requirements must
be met:

® Projects < 90% sold can be treated as an established project if the deficit is a result of
developers holding back units for rent.

® Developer's share of holdback for rental is < 20% of total units.
B HQOA fees are paid current.
® No active or pending special assessments in the project.
New or newly converted condominium projects located in Florida require PERS approval.

Established condominium projects in FL with PERS approval or Full Review; project review not

required on detached condos or 2-4 unit projects; no LTV restrictions; projects with a Limited/CPM
Review:

® Primary residence: Max 75/90/90% LTV/CLTV/HCLTV
® Second home: Max 70/75/75% LTV/CLTV/HCLTV
® |nvestment: Max 70/75/75% LTV/CLTV/HCLTV
Fannie Mae to Fannie Mae Limited Cash-Out Refinance projects: Project review not required on LTVs
< 80%.
New condo:- < 90% of the total units must have been conveyed to unit purchasers (or 80% with
exceptions).
Detached condo: No project review required for new or established projects
2-4 unit condo projects: No project review required for new or established projects.
® Each unit is evidenced by its own title and deed
® No project review required for new or established project with < 4 units
PUDs

NOTE: Project review required on High LTV Refinance Options and DU Refi Plus projects.
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See Fannie Mae Selling Guide for complete guidance on project standards.

Eligible Properties

o

o

o

2-4 units
Manufactured Homes (see "Manufactured Homes" on page 96)

Modular or prefabricated panelized or sectional housing (must have like comparables and property
must be legally classified as real property)

New Construction

Properties without road access are allowed on a case-by-case basis with approval from the Credit
Risk Officer

Single-Family Residences

Ineligible Properties

o

o

o

Agricultural-type properties

Bed and Breakfast

Boarding houses

Builder bailout properties

Commercial property

Commercial Space and mixed-use allocation

Condo Hotels or Timeshares

Condo Projects listed as Unavailable in the Fannie Mae Condo Project Manager (CPM)
© Cooperatives (Co-Ops)

Farms

Incoming producing properties (e.g., adult care facilities, bed & breakfast, etc.)
Industrial zoned property

Kiddie Condos

Live-Work Projects that do not meet Fannie's live-work requirements

Log Homes

Multi-family dwellings > 4 units

New or newly converted condominium projects in Florida without a PERS approval
Non-warrantable condominiums

Orchards

Properties located in the Hawaiian Islands in lava zones one or two

Properties located on Tribal Lands Properties not suitable for year-round occupancy, regardless of
location

Properties with an Assignment of Contract

Properties with problem drywall (aka Chinese drywall). Evidence of complete remediation must be
provided if property previously contained Chinese drywall.

Properties without road access not approved by Planet's Credit Risk Officer.

Ranches
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Single-Entity ownership project

0 Single-width manufactured homes

Unique properties (geodesic domes, earth barn homes, log homes, etc.)
Vacant land is ineligible for refinance transactions

Subordinate Financing

Per DU only.

o

o

Meet all terms and requirements for Community Seconds; or
Meet all terms and requirements of subordinate financing in the Fannie Mae Conforming Guidelines
"Subordinate Financing" on page 57.

Seller financed subordinate financing is ineligible.

Temporary Buydown

Eligible Buydown Types
("Moderate") special feature code 009 must be delivered

o

2-1 Buydown
® Year 1: Payment calculated at 2% below the note rate.
® Year 2: Payment calculated at 1% below the note rate.
® Years 3 through maturity: Payment calculated at note rate.

1-0 Buydown
® Year 1: Payment calculated at 1% below the note rate.
B Years 2 through maturity: Payment calculated at note rate.

Ineligible Buydown Types

o

o

03-2-1 Buydown
01-1 Buydown

Eligible Sources

o

o

o

Borrower

Builder/Developer

Lender

Other Interested Parties to the Transaction
Seller

Split Contributions

Ineligible Sources

Borrower-paid lender credits from a higher rate
Excess Interested Party Contributions (IPCs)
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Non-compliant lender buydowns

Unverifiable funds

Eligible Transactions

o

Conforming Loans
" HomeReady
No Cash-Out Refinance

Purchase Transactions

o
L}

o

Super Conforming Loans

Ineligible Transactions

o

2-4 unit Primary Residence
°ARMs
Cash-Out Refinance

L}

o

Investment Properties
RefiNow

ORenovation (HomeStyle)
Second Homes

Texas 50(a)(6)

Amortization Type

OFixed-Rate Only

Loan Term

030-year term

Occupancy Requirements

Primary Residence

Eligible Property Types

o

1 Unit Primary Residence
Attached
Detached

L}

o

PUD
SFR
Warrantable Condo

%Singlewide Manufactured Homes

Manufactured Homes (doublewide or greater)

Chapter 5: FNMA HomeReady
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Automated Underwriting (AUS) Requirements

o

AUS Approval Required
°Manual Underwriting (UW) is Ineligible

See Fannie Mae Conforming Program Guidelines "Temporary Buydown" on page 57 for all
requirements.

Transaction Eligibility

Eligible Transactions

Purchase. The assignment of a purchase contract is not allowed.
Limited cash-out refinance (rate/term)

Ineligible Transactions

o

1031 Exchange
Any transaction without a DU “Approval/Eligible” Finding

o

o

Cash-out refinance

Community Land Trusts

Fannie Mae My Community, Community Solutions, and Community Home Choice

Interest-only

Investment

Land Contracts subject to Fannie Mae guidelines

Lease option to purchase

Loans with tutorship lien

New York CEMAs allowed on refinance transactions. CEMA is not eligible on purchase transactions.
Planet Home Lending does not accept Lost Note Affidavits. Use Fannie Mae Forms 3172. Sellers must
include the recorded original CEMA, including Exhibits A-D and all mortgage assignments.
Non-Arm's length transaction that involves new construction and the loan is secured by a second
home or investment property

Properties in the “Right of Redemption Period” as applicable state law allows

Refinance transactions where the subject property is listed for sale at time of disbursement of the
new loan

Restructured mortgages that do not meet Fannie Mae guidelines

Texas Section 50(a)(6) loans (aka Texas cash-out)

Transactions where the property securing the loan is subject to a private transfer fee covenant
created on or after February 8, 2011, and fee collect does not directly benefit the property.
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Fannie Mae HomeStyle Renovation Program Grid

Owner-Occupied Primary Residence
Fixed Rate34

Transaction Type [ Units LTV CLTV Loan Amount Credit Score
97%L | 97%2
1
95% 95%
Purchase
2 95% 95%

3-4 95% 95%

See Loan Limits below Per DU
97% 97%

95% 95%

Limited Cash-Out
2 95% 95%

3-4 95% 95%

Owner-Occupied Primary Residence

ARM3
Transaction Type | Units LTV CLTV Loan Amount Credit Score
1 95% 95%
Purchase 2 95% 95%

3-4 95% 95%

See Loan Limits below Per DU
1 95% 95%

Limited Cash-Out 2 95% 95%

3-4 95% 95%

Second Homes
Fixed Rate and ARM

Transaction Type | Units LTV CLTV Loan Amount Credit Score

Purchase 1 90% 90%

Limited Cash-Out See Loan Limits below Per DU

Investment (Non-Owner Occupied)
Fixed Rate and ARM

Transaction Type‘ Units ‘ LTV ‘ CLTV ‘ Loan Amount Credit Score
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Purchase 1 85% 85%
See Loan Limits below Per DU
Limited Cash-Out 1 75% 75%
Owner-Occupied Manufactured Homes
Fixed Rate
Transaction Type | Units LTV CLTV Loan Amount Credit Score
Purchase
. 1 95% 95%
Limited Cash-Out See Loan Limits below Per DU
2"d Home 1 90% 90%
Second Home Manufactured Homes
Fixed Rate
Transaction Type [ Units LTV CLTV Loan Amount Credit Score
Purchase 1 90% 90% | See Loan Limits below | Per DU
Limited Cash-Out

Reference:

1. High Balance permitted to a maximum of 95% LTV/CLTV/HCLTV.

2. Upto 105% CLTV allowed when using a Community Seconds that meets Fannie Mae Guidelines
except on Manufactured Homes.

3. The more restrictive requirements apply when combined with HomeReady.
LTV >95% subject to additional requirements. See "95.01% — 97%" on pa&lél for details.

Maximum Conforming Loan Limits
Contiguous States, District of Columbia, and Puerto Rico | Alaska, Hawaii
Unit Conforming High Cost Area Conforming
1 $806,500 $1,209,750 $1,209,750
2 $1,032,650 $1,548,975 $1,548,975
3 $1,248,150 $1,872,225 $1,872,225
4 $1,551,250 $2,326,875 $2,326,875

See Fannie Mae loan limits for maximum loan amounts by county/metropolitan area.

Overview

Borrower may purchase a property or refinance an existing home and include funds in the loan
amount to cover the costs of:
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® Repairs

® Remodeling

® Renovations, or

® Energy improvements to the property.

NOTE: DU will determine if a transaction is a HomeStyle Renovation mortgage when there is an
amount entered in line B in the Alterations, Improvement repairs in the "Detail Transactions" section
of the online application.

General Parameters
o

No minimum dollar amount required for renovations.

o

Any type of renovation or repair is eligible if the improvements are permanently affixed to the real
property (either dwelling or land) with the exception of certain appliances installed with kitchen and
utility room remodels

® The purchase of appliances as part of the overall remodeling project is permitted.

® The use of HomeStyle Renovation to purchase appliances as part of an overall remodeling
project that includes substantial changes or upgrades is permitted.

Completion of the final work on newly built homes are permitted when the home is 90% completed.

® The remaining improvements must be related to completing non-structural items the original
builder was unable to finish. Such work may include installation of buyer-selected items such
as:

Flooring

Cabinets

Kitchen appliances
Fixtures, and

* * * * *

Trim

Construction of various outdoor buildings and structures are permitted and according to local zoning
regulations.
B Examples of acceptable structures include, but are not limited to:

¢ Accessory units

Garages

*

Recreation rooms, and

*

Swimming pools.

NOTE: Complete tear downs and reconstruction of the dwellings are not permitted.

The renovation and contingency funds must be placed in an interest-bearing custodial account.
Unused funds must be applied as a curtailment to the unpaid mortgage balance.

Self-help is not allowed. All work must be completed by a licensed contractor.

Renovations must be completed in 15 months.
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Fannie Mae HomeStyle Renovation Program Guidelines

For topics not addressed in this guide, see "Fannie Mae Conforming Program Guidelines" on
page 5 and Fannie Mae Selling Guide.

4506-C

See Fannie Mae Conforming Program Guidelines > "4506-C" on page 5 for all requirements.

95.01% — 97%

30-year fixed rate only. For purchase transactions with LTV, CLTV, or HCLTV ratios 95.01 - 97% that
combine HomeReady and HomeStyle Renovation are not required to have at least one borrower
be a First-time Home Buyer. See HomeReady mortgage insurance guidelines requirements when
HomeReady & Homestyle are combined on a loan.

Ability to Repay/Qualified Mortgage

Planet requires all loans to be originated and closed in compliance with Agency and Planet
guidelines. Planet will purchase owner-occupied and second home transactions (that meet Fannie
Mae requirements) as follows:

o

Compliance findings validating a pass of ATR

o

Compliance findings validating a pass of QM, where applicable
" Automated Underwriting System (AUS) approval, where applicable
Evidence of manual approval, where applicable

Underwriting Analysis (e.g., Final 1008/Loan Transmittal, VA Loan Analysis, FHA Transmittal
Summary)

Income Worksheet

Additionally, all disclosures and documentation required under the ATR/QM provisions of the
Dodd-Frank Act must be provided.

The Seller will comply with the verification standards of the applicable agency Seller's Guide.

Chapters B3-3 through B3-6 of the Fannie Mae Single Family Selling Guide.

Appraisals

File must document an "as completed" appraised value that estimates the value of the property
after completion of renovation work. See Fannie Mae Selling Guide for complete appraisal
requirements.
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An Appraisal Update and/or Completion Report (Form 1004D) as evidence of completion will be
ordered once all renovation work is completed.

AUS

DU "Approve/Eligible" results required. Manual underwriting is ineligible. Special Feature Code
215 must be reflected in AUS results.

Available Markets

Delegated Sellers
Planet will purchase loans underwritten and closed by the delegated Seller in all states.
Non-Delegated Sellers

Planet will purchase loans from the non-delegated Seller in all states. All loans require Planet underwriting
approval.

The U.S. territories of Guam and the Virgin Islands are ineligible regardless of delegation. Purchase
allowed in Puerto Rico with prior approval from Planet.

Borrower Eligibility

See Fannie Mae Conforming Program Guidelines "Borrower Eligibility" on page 17 for all
requirements.

Certificate of Completion

A Certification of Completion is required at the completion of the renovation and must be included in
the Appraisal Update and/or a Completion report.
® The Completion Report (Form 1004D) must confirm all “subject to” items listed on the
appraisal were completed.
® The Appraiser must note any deviations to the initial plans and any impact to the value of the
subject property.

* Follow the requirements for Unplanned Changes in Scope of Incomplete Work if the
value has been impacted.

A Certificate of Occupancy is required at the completion if it is required by local authorities for the
type of renovation work that was completed.
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Community Seconds

Community Seconds, meeting Fannie Mae requirements, are eligible for fixed-rate purchase or
Limited Cash-out refinance of the 1-4-unit owner-occupied property. Manufactured Housing that is
not MH Advantage are limited to the LTV, CLTV and HCLTV ratios stated in Fannie Mae Eligibility
Matrix.

Contractor Requirements

All renovation work must be performed by a licensed contractor or subcontractor, unless
contractor licensing is not applicable under state or local law for the specific trade or type of
renovations being performed. °Self Help is not allowed.

File must evidence the contractor was evaluated and able to perform the required duties. The
Contractor must meet the following criteria:

o

Must have a minimum of 3 years' experience as a Contractor and a minimum of 1 year in business.

o

Have all appropriate credentials required by the state and local government.

o

Financially able to perform the duties necessary to complete the renovation work in a timely manner,
and

Agrees to indemnify the borrower for all property losses or damages caused by its employees or
subcontractors.

File must evidence a completed contractor profile report (form 1202 or similar).
Contractor Insurance Requirements:

B Contractor must carry a builders all-risk insurance policy, without co-insurance, in an amount
not less than 100% of the replacement cost of the work.

® A General Liability insurance policy with limits of liability equal to at least $500,000 per
occurrence.

® A worker's compensation insurance policy as required by state law.

Contractor Validation

Seller must review the Contractor documents to establish contractor is qualified to complete the
work described in the Work Write Up or Contractor Bid. The review must include contractors
credentials, work experience and client references. The Seller also must ensure the contractor
meets all jurisdictional licensing and bond requirements. The Seller may not choose the contractor
or refer the borrower to any one specific contractor.

File must evidence contractor validation and bid acceptance.
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Non-Delegated Sellers may submit a request for Planet Home Lending to validate the contractor
prior to underwriting or locking the loan. Please refer to the Correspondent website at
www.phlcorrespondent.com under Resources & Forms for required forms to be executed by the
Contractor.

Credit Report/Scores

See Fannie Mae Conforming Program Guidelines "Credit Report/Scores" on page 21 for all
requirements.

Escrow

Costs and Escrow Accounts

Renovation costs must be supported by contractor bids and based on the approved plans and
specifications for all work requested by the borrower.

Eligible renovation costs may include:

o

Architectural/Engineer Fees — as necessary per scope of work

o

Construction Management Fee
~ Contingency Reserve (° minimum of 10% - see Contingency Reserve)
Draw Inspections(per Consultant or Construction Manager)
Final Inspection (1004D) per AMC (cost varies)
Mortgage Payment Reserve (< 6 months PITI, if property uninhabitable)
B An escrow for mortgage payments may be established for up to six months of PITI, not to
exceed the amount of time the property cannot be occupied during the renovation period.

* Funds may only be used to make payments that come due while the property is
uninhabitable.

* Funds are held in the renovation escrow account. Planet will hold and administer the
renovation escrow account.

* These funds may not be used for renovation expenses or any other purpose.

NOTE: A separate escrow account for the mortgage payments in lieu of including the
funds in the renovation escrow account may be set up by Planet.

Permits (as applicable)
Review of Renovation Plans or Consultant Work Write Up (Designated Consultant Fee)
Title Updates (one per each draw/inspection)

Contingency Reserve

% A minimum of 10% Contingency Reserve is required for all loans.
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® The Seller may increase the contingency reserve to 15% if a higher reserve is appropriate due
to scope and scale of renovation.

" O|f the utilities are not on at the time of inspection, then 15% contingency reserve is required.
The reserve may be considered as part of the total renovation costs or the borrower may fund it

separately.

® |f paid in cash by the borrower at closing, it must be listed separately and not included in the
financed renovation amount.

Funds may only be released for required, necessary, and unforeseen repairs or deficiencies
discovered during the renovation.

Unused contingency funds:

Must be applied as a principal reduction (unless paid by the borrower in cash) after all renovation
work is completed and the certification of completion has been obtained

~  May be used for additional improvements/repairs if:
® The original renovation work has been completed, and overruns have been applied;
® The additional work improves the property;
® Documentation includes paid receipts from borrower’s own funds; and

® |nspections are performed by the original appraiser who prepared the “as completed” value
appraisal report

Renovation Escrow Account

Renovation costs, the contingency reserve, mortgage payments (if applicable), and any borrower-
funded amounts must be deposited into an escrow account for the borrower's benefit. The
renovation escrow account must meet the following requirements at the time of delivery to
Planet.

Requirements:

The escrow account must be administered in accordance with Fannie Mae’s Renovation Mortgage
requirements.

Funds must be used to complete the repair and renovation work, and, if applicable, make any
mortgage payments that come due during the renovation period.

NOTE: Funds held for mortgage payments must be used for that purpose only and are not used for
renovations or any other reason.

Repairs and renovations must be completed in a timely manner and in accordance with the plans,
specifications, and contractor estimated bids.

Funds must be released from this account only when any given renovation work has been completed,
and then only in accordance with the agreed-upon schedule and after receipt of a specific request.
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Disbursement Methods

Funds must be disbursed using the following processes:

A check issued jointly to the borrower and the contractor; or
A wire transfer to the contractor after the written consent is obtained from the borrower to release
the funds to the contractor

The written consent must be received prior to each disbursement and must include:

o

Borrower’s name
" Property address
Amount of funds to be disbursed

Contractor to whom the funds are being disbursed

o

o

Date of the consent
Upon Completion of Renovations

All remaining funds in this account, including mortgage payment reserves, may be used to:

Reduce the unpaid principal balance of the loan (unless the funds were deposited separately by the
borrower), or

Make additional improvements or repairs to the property, provided all conditions for supplemental
improvements are met

Initial Draws at Closing

Up to 50% of the planned materials cost may be disbursed at closing to secure necessary materials
for the project.

An initial draw may be used to pay soft costs incurred early in the project, such as:

Permits
Architect fees
Design or planning expenses incurred during the initial phase of the project

Cost Increases

Any increase in renovation costs must be funded by the borrower or the Seller.

The loan amount may not be increased to offset any cost increase
Any additional funds must be obtained in a manner that will not affect the priority of Fannie Mae's
lien
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Financed Properties

¥ © planet will purchase a maximum of five loans to one borrower with an aggregate loan amount
up to $2.5M.

See Fannie Mae Conforming Program Guidelines "Financed Properties" on page 33 for all
requirements.

Inspections and Draw Disbursements

Draw inspections, the rehabilitation escrow account, and approving the associated draws from the
account must be managed by Planet. Permits will be required prior to the first draw. The
mortgagee is fully responsible for authorizing draw inspections, managing the rehabilitation
escrow account, and approving the associated draws from the account.

Interested Party Contributions

See Fannie Mae Conforming Program Guidelines "Interested Party Contributions" on page 34 for
all requirements.

LTV Ratios

Purchase

The LTV ratio is determined by dividing the loan amount by the lesser of the "as completed"
appraised value of the property or the sum of the purchase price of the property and the total
renovation costs.

Refinance
The LTV ratio is determined by dividing the new loan amount by the "as completed" appraised

value of the property.

Manufactured Homes

¥ ©ARMs not permitted (including MH Advantage)

Ineligible Properties

2-4 units
® ©Condos

Investment properties
¥ © Leaseholds
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O Properties located in a 100-year flood zone
0 Singlewide

See Fannie Mae Conforming Program Guidelines "Fannie Mae Conforming Program Guidelines"
on page 5 for all requirements.

Maximum Renovation Cost

Purchase Transaction

Renovation cost must not exceed 75% of the lesser of:
" The sum of the purchase price of the property plus renovation costs, or
“ The “as completed” appraised value of the property.
Refinance Transaction
Renovation cost must not exceed 75% of “as completed” appraised value of the property.

Manufactured Homes

Renovation cost must not exceed the lesser of

“ $50,000 or

o

50% of the “as completed” appraised value.

Minimum Loan Amount

©$40,000.00

Mortgage Insurance

Required based on the applicable LTV calculation.

o

Standard Coverage per DU Approval.

o

Reduced MI coverage allowed for HomeReady only.

o

Borrower paid monthly and single premium; BPMI single premium may be financed.

L}

LPMI — single premium only.

Refundable and non-refundable options eligible.

Non-Arms' Length or Identify of Interest Transactions

See Fannie Mae Conforming Program Guidelines "Non-ARMSs' Length or Identity of Interest
Transactions" on page 40 for all requirements.
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Occupancy

Owner-Occupied
®  An active-duty military borrower who is unable to occupy the primary residence prior to the
delivery date due to military service will be considered an owner-occupied property mortgage.
The borrower's military orders must verify that the borrower is temporarily unable to occupy
the primary residence due to the military assignment.

o

Second Home

o

Investment (non-owner occupied)

Plans and Specifications

The plans and specifications must be prepared by a registered, licensed, or certified general
contractor, renovation FHA 203(k) consultant, or architect and fully describe all work to be done
and provide an indication of when various jobs or stages of completion will be scheduled (including
both the start and completion dates). The loan file must document the plans quantity, quality and
cost of work has been evaluated and to determine available financing. The appraiser must use the
plans and specifications to develop his/her opinion of the "As Completed" value of the subject
property.

Repairs equal to or less than $75,000 and have no Structural Repairs

The Specification of Repairs/Bid can be prepared by the general contractor, or a renovation
consultant.

o

Must fully describe and itemize the specific work to be done.

o

Material cost to be itemized with description of materials and labor for each repair.
" Describe what repairs require permits and cost associated.
Provide a draw schedule establishing the schedule for completing the repairs including start and

completion time frames.

o

o

Identify work to be performed by Sub-Contractor.

o

HUD Consultant is not required.

o

Material draw allowed for no more than 50% of itemized material per Contractor Bid.

o

Final Inspection (1004D) required by licensed appraiser prior to release of Holdback Funds.

Repairs over $75,000 and/or proposed renovation work includes any Structural Repairs

Planet requires the use of HUD Consultant or an approved construction management company to
prepare the Specifications of Repairs or a Feasibility Report.
® For loans that require only foundation repairs, an engineer report from a licensed engineer
may be acceptable in lieu of a HUD Consultant or an approved construction management
company.
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HUD Consultant must be made aware that the loan being applied for is a Conventional Renovation
Loan.

HUD Consultant must provide Draw Schedule.
HUD Consultant must perform the draw inspections.

HUD Consultant must conduct an initial Property Assessment to determine if building components
are substandard and/or present adverse conditions.

Material cost must be itemized along with cost of labor on Specification of Repairs.

Material draw allowed for no more than 50% of itemized material and including permits per
Specification of Repairs and Consultant must be made aware if Lender disburses at closing.

Final Inspection required by licensed appraiser (1004D) prior to release of Holdback Funds.

NOTE: Approved Construction Management Companies: Land Gorilla Construction Management, Granite
Risk Management, Trinity Inspection Services LLC. Please reach out to your Regional Sales Manager if your
company is not listed.

Pools and Accessories — Projects consisting of only a pool installation may follow reduced
requirements below:

o

Reduced documentation is only applicable when the project consists only of a pool, pool decking,
and/or any fencing or netting immediately surrounding the pool.

The lesser of $15,000 or 25% of the total project cost may be advanced at closing for material cost for
items not yet paid for.

All work to be performed must be fully described, bids are not required to separate labor and
material cost.

Permits must still be obtained and referenced, an itemized listing of all permits.
Planet will fund each draw in its entirety and not withhold 10% of the draw.
Final Inspection required by licensed appraiser (1004D) prior to release of Holdback Funds.

Before approving any change a borrower wants to make to the original plans and specifications,
Planet will require the borrower to submit a HomeStyle Change Order Request (Form 1200) or a
substantially similar document, that provides a detailed description of

the changes
the cost of the changes, and
the estimated completion date(s)

Unplanned Changes in Scope or Incomplete Work

Planet will work with the borrowers and contractors to ensure renovations are completed as
planned, within an acceptable timeframe. If unforeseen circumstances occur during the renovation
work, such as property damage from a natural or man-made disaster, or a life altering event such
as death or divorce, additional steps to evaluate the materiality of the change to any renovations
in progress.
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Planet must obtain an updated appraisal to determine whether the changes will impact the “as
completed” value of the property, and must self-report any change in value by entering it into Loan
Quality Connect. In some cases, the lender may be responsible for additional mortgage insurance
or LLPAs. When the new LTV exceeds Fannie Mae's eligibility criteria, or the changes resultin a
home that does not meet Fannie Mae's general property standards and appraisal requirements,
the Seller may be required to repurchase the loan.

Products

Fixed Rate: 15-, 20-, 25- and 30-year

ARM: The index used must be the SOFR (Secured Overnight Financing Rate).

o

Caps:
® 5/6-2/1/5
® 7/6 and 10/6- 5/1/5
Margin: 3.00
Qualification:
® 5/6 ARMs are qualified at the greater of the Note rate plus 2% or the fully indexed rate.
® 7/6 and 10/6 ARMs are qualified at the Note rate.

Property Eligibility
The construction of an ADU in connection with a HomeStyle Renovation is acceptable.

ADUs are not permitted for 2—4-unit properties, second homes, or investment properties.

See Fannie Mae Selling Guide Chapter B2-3-04 for complete requirements for accessory dwelling
units.

Condo/PUDs and Project Standards

See Fannie Mae Conforming Program Guidelines"Property Eligibility" on page 41 for all
requirements.

Eligible Properties

1-4-unit primary residence

1 unit second home

1-unit investment properties

Condo
B Work limited to the interior of the unit, including the installation of fire wall in the attic.
® The proposed renovation work must be permissible under the bylaws of the HOA.
®  File must evidence written HOA approval for renovation.
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Free and clear properties

® The transaction must be a limited cash-out refinance. The borrower cannot receive any
additional cash back outside of the allowable limit.

Manufactured Home

® 1 unit multi-wide (doublewide or triplewide) dwelling classified as real property

B Structural changes not permitted (such as adding a garage or other attached element).

B Allowed improvements include but are not limited to:

*

*
L
*
*

Kitchen

Bathrooms

Install of energy efficiency heating and cooling systems
Changes to address mobility and aging in place requirements

Installation of new windows, doors, siding, or roofing provided these changes do not
alter the structure of the unit.

Mixed-Use Properties — Residential and Business use

B Property must be primarily residential and contain one legal residential unit

® Borrower must own and operate the business

B Business use must be zoning-compliant and limited in scope per Fannie Mae and local
requirements.

® Must meet FNMA Special Eligibility Criteria (B2-3-04) & Appraisal Considerations (B4-1.4-07)

~ PUD

Ineligible Properties

Commercial property

B |ncludes mixed-use properties where commercial use exceeds Fannie Mae limits or impairs the
residential character of the property

Condotels

Leaseholds

© Cooperatives

Manufactured Condos

% Manufactured homes located in 100-year flood plain
Manufactured homes built prior to 6/15/1976

Mobile Homes that are Singlewide or not real property
Non-Warrantable Condos

0 Single-wide manufactured homes

Working Farms
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Property and Flood Insurance

Selling Guide for complete details.

Renovation Contract

Sellers are required to use the Fannie Mae Form 3730. Regardless of the renovation contract used,
it must contain the following:

o

Itemize the specific work that the contractor agrees to perform.

o

Include the agreed-upon cost of the renovation.

o

Identify all subcontractors and suppliers.

o

Include an itemized description of the schedule for completing each stage of the work and the
corresponding payments to be made to the contractor.

File must evidence an executed contract between the contractor and the borrower and requires
the contractor to:

o

Be duly licensed (if required by applicable law).

o

Obtain all required insurance coverages.

o

Completion of work must comply with the contract and all applicable government regulations.
Obtain the necessary building permits (including a certificate of occupancy, upon completion of
renovations, if required by local law).

Provide for appropriate remedies for resolving disputes (including an agreement to indemnify the
borrower for all property losses or damages caused by the contractor's employees or
subcontractors).

NOTE: HomeStyle Renovation mortgages may be subject to a variety of laws and regulations, based on the
type of transaction or the types of lenders originating the mortgages. Therefore, when Fannie Mae's model
document is used, all appropriate, required changes must be made.

Renovation Cost (Fees and Charges)

Renovation-related costs that may be considered as part of the total renovation costs include:

o

Architectural and engineering fees (as needed).

o

Costs and fees for the title update (at minimum 2 or $125).
" Costs for required permits.

Final Inspection 1004D.

Independent consultant fees (as determined Construction Management vendor or 203(k)
Consultant).

Interim draw inspection fees (as determined Construction Management vendor or 203(k)
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Consultant).
~  Other documented charges:
® Pproject Plan Review by Construction Management vendor.
B Construction Management Fees charged for processing renovation draws ($500 or 1.5% of
renovation cost whichever is greater).
B Up to six months payments (PITIA) if a principal residence property cannot be occupied during

renovation.

NOTE: An amount for sweat equity may not be factored into the renovation costs.

Renovation Loan Agreement

The Renovation Loan Agreement (Fannie Mae form 3731) must include:

The terms and conditions of the loan prior to the completion of the improvements.
Events that constitute a borrower default and indicates the remedies available if the borrower
defaults under the terms of either the renovation contract or other loan documents.
Requires the contractor to have any license required by government regulations, and to obtain an all-
risk insurance policy (with a physical loss form endorsement and a mortgagee's loss payable clause)
equal to 100% of the full replacement cost of the:

" Improvements

® Puyblic liability insurance

® Workmen's compensation insurance (as required by applicable state law)

B Automobile liability insurance
Require that either the borrower or the contractor obtain all work permits required by government
agency and comply with all applicable laws or government regulations.

See Fannie Mae Selling Guide for complete guidance.

Renovation Time Frame

Renovation time frame is limited by the scope of work. All renovations must be completed within
15 months of the Note Date.

Temporary Buydown
Not permitted.

Title and Insurance Updates

A title update is required through the date the renovation was completed and must be concurrent
with the last disbursement. Planet requires a Title update per draw.
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This will ensure:

The continuance of Fannie Mae's first lien priority, and
The absence of any mechanics' or materialmen's liens.

Transaction Type

Eligible Transactions

HomeReady
Limited Cash-Out Refinance transactions
Purchase

HomeReady

The following requirements apply when HomeStyle Renovation and HomeReady are combined:

o

The more restrictive requirements of HomeReady and HomeStyle must be applied.
~ Primary residence transactions only
LTV/CLTV/HCLTV ratios 95.01-97% do not require the borrower to be a first-time homebuyer.

HomeReady insurance requirements will apply.

o

o

Ineligible Transactions

o

Any transaction without a DU “Approval/Eligible” Finding
Community Land Trusts

o

o

Fannie Mae My Community, Community Solutions, and Community Home Choice
Interest-only

Lease option to purchase

Loans with tutorship lien

Properties in the “Right of Redemption Period” as applicable state law allows.

Refinance transactions where the subject property is listed for sale at time of disbursement of the
new loan.

Restructured mortgages that do not meet Fannie Mae guidelines.

Transactions where the property securing the loan is subject to a private transfer fee covenant
created on or after February 8, 2011, and fee collect does not directly benefit the property.

HomeStyle Renovation Forms

HomeStyle Renovation Mortgage Maximum Mortgage Worksheet — Form 1035
HomeStyle Change Order Request (if applicable) — Form 1200

Lien Waiver (if applicable) — 3739

Renovation Contract — Form 3730

Renovation Loan Agreement — Form 3731
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Homestyle Consumer Tips — 1204
Rehabilitation Loan Rider to Security Instrument
Investor Rider to the Security Instrument

Texas Loans require an Attorney to prepare the closing documents. The Attorney should be
knowledgeable about Texas Property Code Chapter 53 Mechanic's, Contractor's, or Materialman's
Lien and provide the following documents in the closing package:

o

Mechanic's Lien Contract and Transfer of Lien — must include verbiage to create the Mechanic's Lien
and assignment to the Lender. Amount of renovation must match final contractor estimate.

Renovation Loan Rider with Renewal and Extension language
Contractor Affidavit of Compliance with Texas Law (Suggested)
Renovation Loan Agreement

Non-Commencement Affidavit (Suggested)
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Fannie Mae RefiNow Program Grid

Owner-Occupied Primary Residence?>:®
Fixed Rate
Transaction Type3 Units | LTV | cLTV! Loan Amounts Credit Score

Limited Cash-Out? 1 97% 97% | See Loan Limits Below Per AUS

Reference:

Up to 105% allowed when using a Community Seconds that meets Fannie Mae guidelines.

First Lien must be owned or securitized by Fannie Mae.

Existing High LTV refinance transactions are not permitted.

High Balance loans are not permitted.

At least 12 months seasoning required from the note date of the existing loan to the note date of the
new loan.

6. All transactions are subject to maximum incidental cash back of $250.00 (SO in Texas).

ik wnN e

Maximum Conforming Loan Limits

Contiguous States, District of Columbia, and Puerto Rico | Alaska, Hawaii

Unit General General

1 $806,500 $1,209,750

See Fannie Mae loan limits for maximum loan amounts by county/metropolitan area.
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Fannie Mae RefiNow Program Guidelines

For topics not addressed in this guide, see "Fannie Mae Conforming Program Guidelines" on
page 5 and Fannie Mae Selling Guide.

4506-C

See Fannie Mae Conforming Program Guidelines "4506-C" on page 5 for all requirements.

95.01% -97% LTV

See Fannie Mae Conforming Program Guidelines "95.01% — 97% LTV" on page 5 for all
requirements.

Ability to Repay/Qualified Mortgage

Planet requires all loans to be originated and closed in compliance with Agency and Planet
guidelines. Planet will purchase owner-occupied and second home transactions (that meet Fannie
Mae requirements) as follows:

L}

Compliance findings validating a pass of ATR

o

Compliance findings validating a pass of QM, where applicable

o

Automated Underwriting System (AUS) approval, where applicable

o

Evidence of manual approval, where applicable

o

Underwriting Analysis (e.g., Final 1008/Loan Transmittal, VA Loan Analysis, FHA Transmittal
Summary)
Income Worksheet

Additionally, all disclosures and documentation required under the ATR/QM provisions of the
Dodd-Frank Act must be provided.

The Seller will comply with the verification standards of the applicable agency Seller's Guide.

" Chapters B3-3 through B3-6 of the Fannie Mae Single Family Selling Guide.

Affidavit of Identity

See Fannie Mae Conforming Program Guidelines "Affidavit of Identity" on page 6 for all
requirements.
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Age of Documents

See Fannie Mae Conforming Program Guidelines "Age of Documents" on page 6 for all
requirements.

Appraisals

o

A $500 credit will be provided to the lender at the time the loan is purchased if an appraisal was
obtained for the transaction. The Seller must pass the credit to the borrower.

All loans must be delivered using Special Feature Code (SFC) 868.
For Appraisal Waivers use SFC 801.

See FNMA Conforming Program Guidelines for additional "Appraisals" on page 6 and Appraisal
Waivers requirements.

Assets

Documentation requirements per DU.

Acceptable asset documentation includes one recent statement (monthly, quarterly, or annual)
showing asset balance

Assumptions

Planet follows Fannie Mae Guidelines.

AUS

°DU "Approve/Eligible" results required. Manual underwriting is ineligible.

Available Markets

Delegated Sellers
B Planet will purchase loans underwritten and closed by the delegated Seller in all states.
Non-Delegated Sellers
® Planet will purchase loans from the non-delegated Sellers in all states on Fannie Mae products.
B All loans require Planet underwriting approval.

Seller must receive approval from Planet Home Lending to deliver loans with properties located in
Puerto Rico.

The U.S. territories of Guam and the Virgin Islands are ineligible regardless of delegation.
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Borrower Benefits

" The refinanced loan must provide a reduction in the First Lien Mortgage Principal and Interest
payment, and
First Lien Mortgage must have an interest rate reduction of at least 50 bases points.

Borrower Eligibility

Existing Borrowers only
No additional borrowers can be added to the new loan.
At least Borrower maybe removed if:

® The remaining borrower meets FNMA payment history requirements and evidence is
documented in the file.

® Due to death of a borrower (must be documented in the file)
Non-occupant borrowers allowed

® A maximum LTV/CLTV/HCLTV of 95% applies to loans underwritten with DU. Community
Seconds apply.

Chain of Title

See Fannie Mae Conforming Program Guidelines "Chain of Title" on page 19 for all requirements.

Community Seconds

Permitted.

See Fannie Mae Conforming Program Guidelines "Community Seconds" on page 19 for all
requirements.

Credit Report/Scores

" Per AUS.
Verification and consideration of recurring alimony and child support payments as a liability, if
applicable, are required. Acceptable documentation includes a copy of the divorce decree, separation

agreement, court order, or equivalent documentation confirming the amount of the obligation.

o

See FNMA Conforming Program Guidelines "Credit Report/Scores" on page 21 for all
requirements.

DTI

65%.
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See Fannie Mae Conforming Program Guidelines "DTI" on page 25 for all requirements.

Derogatory Credit

The borrower must comply with all applicable waiting periods following derogatory credit events,
Significant Derogatory Credit Events- Waiting Periods and Re-establishing Credit.

See FNMA Conforming Program Guidelines "Credit Report/Scores" on page 21 > Derogatory
Credit for all requirements.

Employment and Income

Verbal verification of employment (employment or self-employment) is required in accordance
with the Selling Guide.

Income documentation requirements:

Base Pay (non-variable):

® The borrower's most recent paystub
Base Pay (variable: Includes Tip, Bonus, or Overtime Income):

® Most recent paystub, and

B W-2 covering the most recent one-year period
Commission Income

® Most recent paystub, and

® W2 covering the most recent one-year period
Military Income:

®  Military Leave and Earnings Statement
Self-employment:

B One year personal and business tax returns, unless the terms to waive business tax returns are
met in accordance with the Selling Guide

Alimony, Child Support, or Separate Maintenance:

® Copy of divorce decree, separation agreement, court order or equivalent documentation, and
one month documentation of receipt.

Income Limits

Borrower's income must be less than or equal to 100% of the applicable Annual Median Income
(AMI) limit for the subject property location.

NOTE: The 2025 Area Median Incomes (AMIs) were implemented in Desktop Underwriter® (DU®), Loan
Delivery, and the Area Median Income Lookup Tool for loan casefiles submitted on or after May 18, 2025.
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Financed Properties

OpPlanet will purchase a maximum of five loans to one borrower with an aggregate loan amount
up to $2.5M.

See Fannie Mae Conforming Program Guidelines "Financed Properties" on page 33 for all
requirements.

Minimum Loan Amount

©$40,000.00

Mortgage Insurance

Coverage is not restricted to the current mortgage insurer on the existing loan.
DU will identify the insurer that is currently providing coverage.

See Fannie Mae Conforming Program Guidelines "Mortgage Insurance" on page 38 for all
requirements.

Occupancy

Owner-occupied.

Payment History

Most recent 12 months required
No delinquencies in the most recent 6 months
In months 7-12: No more than 1x30 delinquency, No delinquency > than 30 days.

Products

Fixed Rate: 10-, 15-, 20-, 25-, and 30-year term
Property Eligibility

Eligible Properties
“ 1-unit primary residence.

o

All eligible property types are permitted.

o

All project review requirements will be waived for properties located in a condo or PUD project. The
file must provide documented evidence that the property is neither of the above.
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® The Seller must confirm the project is not a condo hotel or motel, houseboat, timeshare, or
segmented ownership project.

®  Confirmation of the appropriate property and flood insurance must be obtained.

Ineligible Properties

o

Condo Hotel or Motel
“ Condo Projects listed as Unavailable in the Fannie Mae Condo Project Manager (CPM)
°Co-op

Houseboat

o

Leasehold

Manufactured Homes Condo

Manufactured Homes built prior to 6/15/1976
Mobile Homes

Segmented Ownership Projects

%Single Wide Manufactured Homes
Timeshares

See Fannie Mae Conforming Program Guidelines "Property Eligibility" on page 41 for all
requirements.

Reserves

Per DU.

Refer to FNMA Conforming Program Guidelines for complete details.
Subordinate Financing

New subordinate financing is only permitted if it replaces existing subordinate financing, and:

May not be satisfied with the proceeds of the new loan
Loan amount cannot exceed the existing UPB
Existing subordinate financing may remain in place if it is resubordinated to the new loan.

Temporary Buydown

Not permitted.

Transaction Types

Eligible Transactions

Limited Cash-Out
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Ineligible Transactions

o

Texas 50(a)(6)
HomeReady
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Freddie Mac Conforming and Super Conforming Program Grid

FIXED RATE and ARM
Owner-Occupied Primary Residence

Transaction Type Units | LTV/TLTV/HTLTV | Loan Amount | Credit
Score
1 95%1
Purchase and No Cash-Out 2 85%1
3-4 80%
See Loan Per
1
Freddie Owned No Cash- 1-2 95% Limits below LPA
Out 3-4 80%
1 80%
Cash-Out
2-4 75%

Second Home

Transaction Type Units | LTV/TLTV/HTLTV | Loan Amount | Credit
Score
Purchase and No Cash- 1 90%!
Out
See L P
Freddie Owned No Cash- 1 95%1 ee Loan er
Limits below LPA
Out
Cash-Out 1 75%
Investment (Non-Owner Occupied)
Transaction Type Units | LTV/TLTV/HTLTV | Loan Amount | Credit
Score
1 85%1!
Purchase and No Cash-Out
2-4 75%
1
Freddie Owned No Cash- 1 85% See Loan Per
Out 2.4 75% Limits below LPA
1 75%
Cash-Out
2-4 70%
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Texas 50(a)(6)
Transaction Type Units LTV/TLTV Loan Amount | Credit
Score
Cash-Out 1 80% See Loan Limits | Per LPA
below
Texas 50(f)
Transaction Type Units LTV/TLTV Loan Amount | Credit
Score
No Cash-Out 1 80% See Loan Limits | Per LPA
below
Manufactured Homes?
Transaction Type Units LTV/TLTV Loan Amount | Credit
Score
Purchase and No Cash- 1 <95%1 _
Out Conforming Per LPA
Loan Limits
Cash-Out 1 65%
Reference:

1. Loans >80% LTV require mortgage insurance and are subject to Ml guidelines. The more restrictive
minimum credit score requirement and guidelines apply. LTV/CLTV restrictions may apply for
properties located in adverse markets. See "Mortgage Insurance" on page 177 for additional
information.

2. Second Home Allowed; See "Manufactured Homes" on page 174 for complete details.

Maximum Conforming Loan Limits
Contiguous States, District of Columbia, and Puerto Rico | Alaska, Hawaii
Unit Conforming Super Conforming | Conforming
1 $806,500 $1,209,750 $1,209,750
2 $1,032,650 $1,548,975 $1,548,975
3 $1,248,150 $1,872,225 $1,872,225
4 $1,551,250 $2,326,875 $2,326,875

SeeFreddie Mac loan limits for maximum loan amounts by county/metropolitan area.
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Freddie Mac Conforming and Super Conforming Program
Guidelines

Planet Home Lending follows Freddie Mac Selling Guide for topics not addressed in this guide.

4506-C

See Freddie Mac Section 5302.2 - Employed income documentation and verification requirements.
See Freddie Mac Section 5302.4 - Tax returns and tax return information: Documentation and
verification requirements.

See Freddie Mac Section 5302.5 - IRS Form 4506-C.

o

A fully executed 4506-C must be obtained from all borrowers whose income was used to qualify, no
later than the Note Date.

A 4506-C is not required for borrowers whose income is not used for qualification.

Tax transcripts, when required, must be obtained per Loan Product Advisor (LPA) feedback

See Chapter 7 > "IRS Form 4506-C Requirements" on page 544 for general standards, including e-
signature and borrower consent.

Ability to Repay/Qualified Mortgage

Planet requires all loans to be originated and closed in compliance with Agency and Planet
guidelines. Planet will purchase owner-occupied and HUD-approved second home transactions as
follows:

o

Compliance findings validating a pass of ATR

o

Compliance findings validating a pass of QM, where applicable
~  Automated Underwriting System (AUS) approval, where applicable

Evidence of manual approval, where applicable

Underwriting Analysis (e.g., Final 1008/Loan Transmittal, VA Loan Analysis, FHA Transmittal
Summary)

Income Worksheet

Additionally, all disclosures and documentation required under the ATR/QM provisions of the
Dodd-Frank Act must be provided.

The Seller will comply with the verification standards of the applicable agency Seller's Guide.

Section 5102 through 5500 of the Freddie Mac Single-Family Seller/Servicer Guide.
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Age of Documents

o

All credit, employment, income, and asset documentation must be dated within 120 days as of the
Note date.
The title commitment should be <= to 120 days from Note Date and should be unexpired as of the
date of the note date.
Appraisal documents must have an effective date within 2 months as of the Note date.
With the exception of desktop appraisals, if the effective date of the appraisal report is more than
120 days, but not more than 12 months before the Note Date, an appraisal update is required. The
effective date of an appraisal update must be no more than 120 days before the Note Date.
B |f the effective date of the appraisal report is more than 12 months before the Note Date, a
new appraisal with an interior and exterior inspection is required.
B For desktop appraisals, if the effective date of the appraisal report is more than 120 days
before the Note Date, a new desktop appraisal is required.
A verbal verification of employment (VVOE) is required within 10 business days prior to the Note date
for salaried borrowers and within the 120 calendar days prior to the Note date for self-employed
borrowers.
A military Leave and Earnings Statement dated within 30 days prior to the Note date is acceptable for
active-duty military in lieu of a VVOE.

Appraisals

LPA Appraisal Determination

o

LPA determines the level of appraisal on owner-occupied properties.

If a reduced appraisal recommendation is received from LPA, it must be on the final LPA.
Appraisals must be Uniform Appraisal Data (UAD) compliant and meet Freddie Mac's Appraiser
Independence Requirements (AIR).

NOTE: Effective for appraisal reports submitted to UCDP on or after November 2, 2026, the new UAD
3.6 and URAR format will be required. This dynamic format applies to all property types and
valuation methods.

Submission Summary Reports

o

A Freddie Mac Submission Summary Report and a Fannie Mae Submission Report (SSR) is required on
all appraisals.

Appraisal Review Requirements

Conventional loans with elevated risk require additional evaluation of the appraisal report.
B Planet defines elevated risk loans as follows:
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* Fannie Mae or Freddie Mac SSR Score of 3.5 or higher
* Fannie Mae or Freddie Mac SSR with no Score

B For Delegated loans, the Seller is responsible for completing appraisal reviews and addressing
any elevated risk factors prior to submission to Planet.

B Sellers must use available tools, including but not limited to: Homegenius, RealQuest,
Netronline, Public Records, Redfin, Zillow, and Realtor.com to help address findings noted on
CU or LCA. It is the responsibility of the Seller to address elevated risks noted on the SSRs.
Failure to do so could result in a repurchase demand.

Bias Monitoring

Sellers are responsible to monitor appraisals for prohibited language to mitigate the risk of
discriminatory practices and appraisal bias.

Multiple Appraisals

If an applicable law, regulation, or Planet policy requires more than one appraisal, the single most
accurate appraisal must be used for underwriting purposes. Depending on the reason for the
additional appraisal, both appraisals may be required to be submitted to the Uniform Collateral Data

Portal (UCDP).

Reconsideration of Value (ROV)

Borrower Disclosure
® Provide the Borrower with a written disclosure of the ROV process:

* At the time of application, and
* When the appraisal is delivered

® Disclosure must include instructions for submitting an ROV

Internal Review
B Seller must complete its own internal appraisal review prior to initiating the ROV process

o

ROV Submission Format
® ROV requests must include:

* Borrower name, subject property address, appraisal effective date, appraiser name, and
date of ROV submission

* |dentification of specific issues or deficiencies in the original appraisal

’ Supporting data and a maximum of five alternative comparable sales, including sources
and rationale

“ ROV Handling
® Ensure the ROV request is accurately completed and includes sufficient detail to warrant

reengagement of the appraiser
® One Borrower-initiated ROV is permitted per appraisal
B Appraiser must respond with a revised appraisal and commentary—even if no changes are
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warranted
B Sellers must define turn times for ROV response and retain all ROV documentation in the
mortgage file
® ROVs are not permitted after loan closing
B ROV policies must not conflict with AIR (Exhibit 35)
Escalation

B |f the appraiser does not correct material deficiencies or there is evidence of unacceptable
appraisal practices:

* Seller must report to the appropriate licensing agency or board
* Suspected discrimination must be reported to the appropriate regulatory authority

* In the event of these occurrences, a second appraisal may be obtained if compliant with

Freddie Mac and applicable laws

Appraisal Photo Requirements

Exterior Photos must contain:
® The front, rear, and street scene identifying the location of the subject property with
neighboring improvements.
Interior photos, at minimum, must include:
B Kitchen (free-standing stove/range or refrigerator not required)
® Main living areas, including gathering rooms
" All bathrooms
B All basement areas of the subject property, including unfinished and finished areas
® The appraisal report must include additional photographs, as needed, to show any physical
deterioration, improvements, Amenities, observed conditions or external influences that
materially impact the market value or marketability of the subject property.
Comparables

® The appraisal report must include at least one clear photograph that shows the front of each
comparable sale

Comparable Sale Requirements

Comparable sales must consist of a minimum of 3 comparable sales and should generally be used
from sales closed within the last 12 months. Older sales may be used with justification for use
evidenced in the file.
For properties in established subdivisions, PUDs or established condo projects, the comparable sale
must come from within the subject subdivision or project. Properties in new subdivisions, PUDs, or
recently converted new or new condo projects the comparable sales must meet the following
requirements:
® Can be a sale by the builder or developer (only one comparable sale allowed).
B |f there are no closed sales from within the subject subdivision or project, contract sales may
be used. This must be in addition to the three closed sales obtained outside the subject
subdivision or project.
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® |f a contract or closed sale is not available; outside comparable may be used with justification
for use evidenced in the file.

® One comparable sale must be from outside the subject subdivision or project, and

® The third comparable sale may be from inside or outside the subdivision or project.

B Resales from inside the subdivision or project are preferable as they provide an accurate
market value.

® At a minimum, at least two comparable sales must be sales in which the builder or developer
of the subject property is not involved in the sale transaction.

Accessory Units
® | egal or legal nonconforming zoning compliance:

* Atleast one comparable with one accessory unit required. Accessory unit must comply

with zoning and land use requirements.

* ifa comparable sale with an accessory unit is not available in the subject neighborhood,

the appraiser can use a comparable sale in the subject neighborhood without an
accessory unit as long as the appraiser can justify and support such use in the appraisal
report.

® |llegal zoning compliance:

* Atleast two comparable with one accessory unit required. Accessory unit must be non-
compliant with zoning and land use requirements.

NOTE: The appraiser is always allowed to provide more than three comparable sales to support the
property value.

Subject Property and Marketability

The property must have legal, appropriate ingress and egress.
B The streets that allow access to the subject property must be maintained in a manner that
generally meets community standards.
® The comparable sales should include street maintenance similar to the subject property.
® When differences exist between the ownership or maintenance of the subject property street
and the comparable sale's streets, adjustments must be applied as applicable, and an
explanation is required.

* The appraisal must address the effect any differences might have on the subject

property's value and marketability.
Declining or Increasing Market
Appraisal must identify and address properties located within a declining or increasing market.

Unpermitted Additions

The appraisal report must note any additions or alterations made without required permits and
should contain comments on the quality and appearance of the work.
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Special Items

The appraisal report must note any:
B Special Energy-efficient features
B Adverse environmental conditions affecting the property
B QObserved physical deficiencies or adverse conditions, including those affecting:

* Health

Safety

Structural soundness, or

The overall marketability of the property

* *

Modular/Prefabricated Homes

The appraiser must address the marketability of the property.

Property Condition and Quality

Properties must be, at minimum, in average condition.
To be acceptable, the property must have:
® A Condition Rating of C1-C4, and
® A Quality Rating of Q1-Q5
The following ratings are not acceptable:
® Condition Rating of C5 or C6, or
B Quality Rating of Q6
Additionally, the following applies:
® A conventional heat source with the ability to maintain a temperature of 50° in areas of the
property where there is plumbing.
®  Any broken glass that is a health hazard must be removed and the opening closed

o

o

Transferred Appraisals

o

A transferred appraisal is acceptable when the following is provided:
® A copy of the Freddie Mac Submission Summary Report (SSR) and Fannie Mae SSR with a
Document File Status of “Successful” and a PDF version of the appraisal report,
®  An appraisal transfer letter, and
B Confirmation that the appraisal is AIR compliant.

Appraisal Age and Updates

" With the exception of desktop appraisals, if the effective date of the appraisal report is more than
120 days, but not more than 12 months before the Note Date, an appraisal update is required. The
effective date of an appraisal update must be no more than 120 days before the Note Date.

B |f the effective date of the appraisal report is more than 12 months before the Note Date, a
new appraisal with an interior and exterior inspection is required
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® For desktop appraisals, if the effective date of the appraisal report is more than 120 days
before the Note Date, a new desktop appraisal is required

Appraisal Waivers and Alternatives

o

Appraisal waivers received based on the ACE, including mortgages secured by Condominium units,
will be accepted per Freddie Mac guidelines. ACE+Property Data Report (PDR) and Form 70H,
Uniform Residential Appraisal Report (Hybrid) are eligible for sale to Planet.

Automated Collateral Evaluation (ACE) — (Appraisal Waiver)

Automated Collateral Evaluation (appraisal waivers) will be accepted per Freddie Mac
guidelines. The ACE acceptance must be offered on the final LPA feedback certificate.

Automated Collateral Evaluation (ACE+PDR)

Automated Collateral Evaluation + Property Data Report (ACE+PDR), will be accepted per
Freddie Mac guidelines. The ACE+PDR acceptance must be offered on the final LPA
feedback certificate.

FEMA Disaster Areas

Properties located in a FEMA Disaster Declaration area will be subject to additional appraisal review
See "Chapter 8: Loan Purchasing" on page 552 for detailed requirements

Assets

Documentation per LPA.

o

All funds used to close the transaction must be disclosed on the 1003 and input into LPA.

o

When an earnest money deposit for a purchase transaction is used to qualifying the borrower for the
mortgage transaction, evidence must be obtained that the earnest money cleared the borrower's
bank account (e.g., copy of the canceled check, asset account statement or written statement from
the EMD holder verifying receipt of the funds).

When the earnest money is needed to meet the minimum contribution from the borrower's
personal; funds, the following is required:
® Verify and document that the source of the earnest money is an eligible asset type.
® provide account statements or a direct account verification that covers the period up to and
including the date the earnest money funds cleared the account.
® The earnest money cannot be counted twice in the evaluation of the mortgage (i.e., deducted
from the funds to close and counted in assets).
Business funds are eligible for qualifying the borrower.
® Documentation of large deposits is not required if the Seller:

* Reviews a minimum of the most recent 2 months business account statements, and
* Determine the deposits are typical for the borrower's business.
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B Withdrawals of assets from the business may have a negative impact on the ability of the
business to continue operating. When business assets are being used for down payment,
closing costs and/or reserves, the withdrawal must not have a negative effect on the business.
In addition to a review and analysis of the personal and business tax returns, the current
financial statement and/or the last three months of the business bank statements may be
analyzed to confirm the deposits, withdrawals and balances are supportive of a viable business
and are aligned with the level and type of income and expenses reported on the business tax
returns.

* The factors contributing to the determination that the withdrawal will not negatively
impact the business must be included in the written analysis of the income source and
amount.

Cash on hand, unsecured borrowed funds or unverified funds are ineligible sources for assets.

The cash value of a life insurance policy (not the face value) is eligible with documentation from the
life insurance company verifying the following:

® The policy owner(s),
® The period covered and current cash value, and
®  Any outstanding loans.
® When the cash value of the life insurance policy is needed for closing, evidence of liquidation
is required.
Proceeds from the sale or refinance of the borrower's real property (including a 1031 exchange or a
bridge loan) are eligible and require the following:
® The settlement/Closing Disclosure Statement or an alternative form required by law verifying
the proceeds from the sale or refinance of the borrower's real property, and/or
®  An executed buy-out agreement that is part of an employer relocation plan that takes
responsibility for the outstanding mortgage(s).
® For refinance mortgages, the cash-out proceeds from the subject cash-out refinance
transaction and any money back received on the subject “no cash-out” refinance transaction
are not eligible sources of funds for reserves.
The source of funds for any “large deposit” if the deposit is needed to qualify the borrower for the
mortgage transaction.
® | arge deposits are considered a single deposit exceeding 50% of the sum of:

* The total monthly qualifying income of the mortgage and

* The amount derived from the asset calculation for establishing the debt payment-to-
income ratio, if applicable.

B When a single deposit consists of both verified and unverified portions, the unverified amount
may be used when determining whether the deposit is a large deposit, as described above.

® When a large deposit is not verified and is not needed to qualify the borrower, the funds used
for qualification must be reduced by the amount of unverified deposits. The reduced amount
of the asset must be entered unto LPA.
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® When the source of funds can clearly be identified (e.g., direct payroll reposits or tax refund),
additional documentation is not required.

When the source of funds needed for closing is, or otherwise originates from, assets located outside
of the United States and its territories:

® Funds must be transferred into a United States or State regulated financial institution and
verified in U.S. dollars prior to the closing of the mortgage transaction, or

® Combined value of assets must be at least 20% greater than the amount from these assets
needed for closing.

Gift funds are eligible with the following documentation:
B A gift letter signed by the donor and must:

*

State the donor's name and the funds are given by a related person
Include the donor's mailing address and telephone number
State the actual or maximum amount of the gift funds or gift of equity

* * ¥

Establish the gift funds or gift of equity are a gift that does not have to be repaid

® The loan file must include evidence of one of the following:

* Transfer of funds from the donor's account in a financial institution to the borrower's
account (copies of bank statements from the donor and the borrower's account, a copy
of a canceled gift check, or a copy of a donor's withdrawal slip and the borrower's
deposit slip), OR

Transfer of funds from the donor's account in a financial institution to the settlement or
closing agent (a copy of a cashier's check or wire transfer confirmation).

Funds transferred using a third party money transfer application or service are
acceptable only when the documentation included in the mortgage file evidence that
the funds were transferred using the application or service directly from the donor's
bank account to the borrower's bank account or the settlement/closing agent.

B A gift of equity must be reflected on the Settlement/Closing Disclosure.
B |nvestment properties: gift funds or gift of equity are not an eligible source of funds.

® Second homes with LTV/CLTV greater than 80%: Minimum 5% borrower contribution from
personal funds when gift funds or grants are used.

B Gift funds received as a wedding gift require the following documentation:

* A copy of the marriage license or certificate, and
* A verification of the gift funds in the borrower's depository account.

* The gift funds must be deposited into the borrower's depository account within 90 days
of the date of the marriage license or certificate.

B A gift or grant from an agency is acceptable when documentation supporting the gift or grant
is provided. Acceptable documentation includes copies of grant program materials, award
letters or terms and conditions provided to the borrower. The following documentation is
required:
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Establish that the funds were provided by an Agency,

Establish that the organization has an established gift or grant program,

Establish that the funds are a gift or grant that does not have to be repaid,

Provide evidence that the funds were received by the borrower or by the seller on the
borrower's behalf, and

* ¥ * *

¢ Identify the donor's mailing address.

B Gift funds received as a graduation gift from unrelated persons and/or related persons are an
eligible source of funds for a mortgage secured by a primary residence. The gift must be on
deposit in the borrower's bank account within 90 days of the date of graduation. The following
must be provided:

* Evidence of graduation from an educational institution (e.g., diploma or transcripts)
that supports the date of graduations.
* A verification of the gift funds in the borrower's depository account.

Marijuana/Cannabis
B Assets derived from employment in the marijuana or cannabis industry is not an eligible
source of assets, regardless of state law.
An Employer Assisted Homeownership (EAH) Benefit may be used as a source of funds to qualify the
Borrower for the Mortgage transaction if the terms of the EAH Benefit comply with the following:
® The EAH Benefit is provided to an employee from the employer pursuant to an established,
ongoing and documented employer benefit program, provided (i) the employer is not an
interested party (as described in Section 5501.5) and (ii) the funds were not obtained from an
interested party either directly or through a third party.
® The Mortgage is secured by a 1- to 4-unit Primary Residence.
B See Section 5501.4 of the Freddie Mac Selling Guide for complete details.
Assets that will be used by the borrower for the repayment of their monthly obligation may be used
to qualify the borrower for the mortgage, provided that all of the following are met:

® Mortgage eligibility:
* The mortgage is secured by a 1-2-unit primary residence or 1 unit second home

* The mortgage is secured by either a purchase or “no cash-out” refinance.
* Amaximum LTV/CLTV of 80%

® When determining the amount used to establish the debt payment-to-income ratio, divide the
net eligible assets by 240 months, regardless of the loan term.

* Net eligible assets are calculated by subtracting the following assets from the total
eligible assets:

° Any funds paid by the borrower to complete the transaction (i.e., down payment
& closing costs),

° @Gift funds, and borrowed funds, and

°  Any portion of assets pledged as collateral for a loan or otherwise encumbered.

Planet Home Lending, LLC Proprietary and Confidential Page 149


https://guide.freddiemac.com/app/guide/segment/Selling

; ;?\

s

Chapter 5: FHLMC Conforming and Super Conforming

See Freddie Mac Selling Guide, Chapter 5307.1- Assets as a basis for repayment of obligations.

Reserves

o

Per LPA Feedback. All reserves entered into LPA must be verified.
The amount of reserves on the AUS findings and required to be verified for LPA Approved mortgages
secured by second homes and investment properties include the following additional reserve
requirements:
® When each borrower individually, and all borrowers collectively, are obligated on 1 to 6
financed properties, including the subject property and the borrower's primary residence, 2
months of PITIA on each additional second home and/or 1-4 unit investment properties that is
financed, and the borrower is obligated on.
® When each borrower individually, and all borrowers collectively, are obligated on 7 to 10
financed properties, including the subject property and the borrower's primary residence, 8
months of PITIA on each additional second home and/or 1-4 unit investment properties that is
financed and the borrower is obligated on.
Reserves are based on the full monthly payment amount for the property including principal and
interest, hazard insurance, taxes, and, as applicable, mortgage insurance premium, leasehold
payment, HOA dues, and payment on any secondary financing.
Reserve requirements when converting a principal residence are subject to Freddie Mac Selling
Guide, Chapter 5501.2.

Acceptable Sources of Reserves

Checking/savings accounts

Investments in stocks, bonds, mutual funds, certificates of deposit, money market funds, and trust
accounts. For borrowers using this above stock options and mutual funds for assets:

® When used for down payment or closing costs, evidence of the borrower's actual receipt of
funds realized from the sale or liquidation must be documented in all cases.

B When used for reserves, no more than 70% of the value of the asset must be considered, and
liquidation is not required.

Vested amount in retirement accounts
Cash value of a vested life insurance policy

Assumptions

Planet follows agency guidelines.

AUS

OLPA "Eligible/Accept" results required. Manual underwriting is ineligible.
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Available Markets

Delegated Sellers
® Planet will purchase loans underwritten and closed by the delegated Seller in all states.
Non-Delegated Sellers

B planet will purchase loans from non-delegated Sellers in all states on Freddie Mac products. All
loans require Planet underwriting approval.

Sellers must receive approval from Planet Home Lending to deliver loans with properties located in
Puerto Rico.

The U.S. territories of Guam and the Virgin Islands are ineligible regardless of delegation.

Borrower Eligibility

Eligible Borrowers
All borrowers are required to have a valid social security number.

Eligible borrower types include:

Natural Persons, such as:
" U.S. Citizens
® Non-US Citizens, who are legally present in the U.S., including:

* Lawful Permanent Residents
* Lawful Non-Permanent Residents

NOTE: Legal residency documentation should remain valid for at least 90 days beyond
the Note Date. If the Employment Authorization Document (EAD) will expire prior to
that, a current I-797 Notice of Action/Approval showing evidence of renewal must be
included in the loan file to support the likelihood of continued lawful presence.

The Seller is responsible for verifying the borrower’s legal presence in the United States.
Acceptable, current, and unexpired documentation must be provided to confirm legal
presence based on each borrower’s circumstances. By delivering the loan, the Seller is
confirming this requirement is met.

Revocable Trusts, provided the trust meets Freddie Mac requirements:
See Freddie Mac Guide Section 5103.5 - Living Trust

® The trust is established by one or more individuals (the settlors)

B The settlor is also the primary beneficiary of the trust
® The trust must be:

Revocable
Established pursuant to applicable law
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’ Properly documented

® A Power of Attorney is ineligible with an Inter-Vivos Trust

Ineligible Borrowers

o

Borrowers not legally present in the United States

o

Borrowers with diplomatic immunity

o

Borrowers without a Social Security Number or whose SSN cannot be validated by the Social Security
Administration

Foreign Nationals (individuals who are not lawful permanent or non-permanent U.S. residents)
Borrower Types

Co-Borrower: An individual, who applies jointly with the borrower, takes title to the property and
is liable for the debt. The co-borrower signs all documents. Co-borrower's income, assets and debt
used for loan qualification.

Non-Occupant Co-Borrower: An individual, who applies with the borrower, takes title to the
property and is liable for the debt but does not live in the property. The non-occupant co-
borrower's income may be used to calculate the DTI ratio. A non-occupying borrower cannot be an
interested party to the transaction (i.e., the builder, property seller, real estate agent or broker).

Co-Signer: An individual who has no ownership interest in the property but is liable for the debt.
Assets are always used for qualification. Income and debt are only considered when the co-signer
occupies the subject property.

Non-Borrowing/Non-Purchasing Spouse: Generally, have no ownership interest in the property
and are not liable for the debt. In community property/marital rights states, the non-borrowing
spouse does have an interest in the property and is required to execute the security instrument
and all applicable documents as determined by state law.

NOTE: Community property states: Arizona, California, Idaho, Louisiana, Nevada, New Mexico, Texas,
Washington, and Wisconsin.

Down Payment and Qualifying Ratio Requirements

When a co-signer is on the loan, the occupying borrower must make a minimum 5% of the down
payment from their own funds unless:

o

The LTV/TLTV ratio is < 80%, and
The occupying borrower is purchasing a 1-unit principal residence and meets the requirements of
gifts to pay for some or all the borrower's minimum contribution.
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Chain of Title

A 12-month chain of title is required for all loans (excluding new construction). Title must include
all transfers in the previous 12-month period, including copies of all recorded deed(s). If more than
one transfer in previous 12 months or property has significant increase in value since prior
transfer, an appraisal addendum addressing all transfers is required.

Construction-to-Perm

The conversion of construction-to-permanent financing involves the granting of a long-term
mortgage to a borrower for the purpose of replacing interim construction financing that the
borrower has obtained to fund the construction of a new residence.

o

o

Construction-to-permanent financing can be structured as a transaction with one or two separate
closings, and both single closing and two closing transactions are eligible for purchase.

All construction work, including any work that could entitle a party to file a mechanics' lien or
materialmen's lien, must be completed and paid for, and all mechanics' liens and any other liens and
claims that could become liens relating to the construction must be satisfied before the loan is closed
with Planet. Planet will retain the appraiser's certificate of completion and a photograph of the
completed property in the loan file. When a construction-to-perm mortgage loan provides funds for
acquisition or refinancing of an unimproved lot and the construction of a residence on the loan,
Planet will retain a certificate of occupancy or an equivalent from the applicable government
authority.

Units in a condo project are not eligible for construction-to-permanent financing.

Single-Closing Transactions (Integrated Documentation)

o

o

o

o

Single-closing transactions may be closed as either a purchase or limited cash-out refinance.
Transactions structured as a purchase: The borrower is not the owner of record of the lot prior to the
loan application. Purchase LTV/TLTV limits apply.

Transactions structured as a rate/term refinance: The borrower is the owner of record of the lot prior
to applying for the interim construction financing. No cash-out (rate/term) LTV/TLTV limits apply.
Must use additional due diligence to ensure the most recent information is obtained to help ensure
any disruption to borrower's employment (or self-employment and or income) does not negatively
impact the borrower's ability to repay the loan.

Two-Closing Transactions

o

Two-closing construction-to-permanent transactions use two separate loan closings with two
separate sets of legal documents. A modification may not be used to update the original Note — a
new Note must be completed and signed by the borrowers. The first closing is to obtain the interim
construction financing (and may include the purchase of the lot) and the second closing is to obtain
the permanent financing upon completion of the improvements.

The borrower is underwritten based on the terms of the permanent mortgage.
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Transactions are subject to the no cash-out and cash-out refinance maximum LTV/TLTV/HTLTV ratios,
as applicable.

Cash-out refinance transactions require the borrower to have held legal title to the lot for at least 6
months prior to the closing of the permanent mortgage.

All other standard cash-out refinance eligibility and underwriting requirements apply.

See Freddie Mac Selling Guide, Chapter 4602.4 - Construction Conversion and Renovation Mortgages
for complete guidelines.

Credit History

Tradeline requirements per LPA Feedback Certificate. Loan Product Advisor will return a feedback
message when additional documentation is required specifically for authorized user tradelines.

When the message is included on the Last Feedback Certificate, for each account the Borrower is
listed as an authorized user, the Mortgage file must include documentation of one of the following:

The account is owned by another Borrower on the Mortgage
" The account is owned by the Borrower’s spouse
The Borrower has been making the payments on the account for the last 12 months

Credit Report/Scores

Per LPA

At least one borrower on the loan must have a usable credit score

o

When not all the borrowers have a usable credit score, all the following applies:
® The transaction must be a purchase or no cash-out refinance mortgage
® The property securing the loan must be a 1-4 unit primary residence

® The borrower(s) with the usable credit score must contribute more than 50% of the total
monthly income

® The borrower(s) without a credit score are not self-employed

NOTE: Any debt not reported on the credit report requires documentation that it has been paid
satisfactorily for the most recent 12 months.

A tri-merged credit report is required for all borrowers
The representative credit score is determined as follows:

B |f there are three valid scores, the middle score is used. If two of the three scores are a
duplicate, the duplicate score is used.

B |f there are two valid scores, the lower of the two is used
B |f there is one valid score, that score is used
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® Borrowers with frozen credit may have no more than one national credit repository's
information frozen

The representative score for the loan is the lowest representative score for all borrowers.

When the credit reports reflect inquiries made within the previous 90 days, the loan file must verify if
new debt was granted, and the debt must be used to qualify the borrower.
The credit report must be dated within 120 days of the Note date.
Sellers are required to document that the borrower did not incur any new debt from the time the
credit used to make the credit decision was pulled to the time of loan closing. Any of the following is
acceptable documentation:

B A "soft pull" credit report within 10 business days of the Note date, or

B A debt affidavit, signed by the borrower(s) (sample form is posted on the CORE Seller Portal at

www.phlcorrespondent.com under Forms and Resources), or

A letter, written and signed by the borrower(s) stating no new credit was obtained.

Authorized user accounts are allowed per LPA with the below documentation:

o

Document another borrower on the mortgage owns the trade line in question, or

o

Document the trade line is owned by the borrower's spouse, or

o

Document the borrower has been making the payments on the account for the last 12 months, or

o

Document the authorized user account has an insignificant impact on the borrower's overall credit
history.

See Freddie Mac Selling Guide for complete details on Credit Reports and Scores.

Deed/Resale Restrictions

Properties with age-related restrictions (55+ communities) are eligible subject to Freddie Mac
requirements. °All other properties subject to deed/resale restrictions are ineligible.

Derogatory Credit

For Accept and A-Minus mortgages, LPA has assessed the borrower's credit reputation and
determined that the credit reputation is acceptable.

If the borrower has derogatory credit that is not reflected on the credit report and is not read by
LPA, the loan must be downgraded to a manual underwrite and is ineligible for sale to Planet
Home Lending.

NOTE: °Manually underwritten loans are ineligible.

See Freddie Mac Selling Guide for complete requirements for derogatory credit requirements.
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Judgments and Tax Liens
Must be paid prior to close.
Delinquent Child Support

Delinquent child support must be paid current or in a payment plan.

Down Payment Assistance

Per Freddie Mac Selling Guide.

DTI

Per LPA with an "Eligible/Accept" Feedback Certificate.
All debts must be run through LPA to ensure accurate LPA Feedback Certificate.

Installment Debt

When a monthly payment on an installment debt, other than a student loan, is not reported on the
credit report or listed as deferred or in forbearance, documentation verifying the monthly payment
amount must be obtained.

For installment debts being omitted from the DTI ratio with less than 10 months of payment
remaining, the information on the credit report or other documentation must show that there are
less than 10 payments remaining.

Installment debt with < 10 months remaining will be considered as a recurring monthly debt
obligation if it significantly affects the borrower's ability to meet their credit obligations.

NOTE: Monthly lease payments, regardless of the number of payments remaining, must be included
in the borrower's monthly debt.

IRS Installment Agreements

o

When a borrower is obligated under an IRS installment agreement approved by the IRS for payment
of past-due taxes, the following must be met:
® The payment associated with the installment agreement must be included in the calculation of
the borrower's debt payment-to-income ratio if there are more than 10 months of payments
remaining under the agreement.
B A copy of the installment agreement approved by the IRS verifying the payment terms,
including the monthly payment amount and balance must be included in the loan file.
B Verification that the borrower is not past due under the terms of the installment agreement
must be obtained and included in the loan file.
® There must be no indication, and the Seller must have no knowledge, that the IRS has filed a
Notice of Federal Tax Lien for the taxes owed under the installment agreement.
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o

When the Borrower has applied for an installment agreement with the IRS that is pending IRS
approval, the following requirements must be met:
® A copy of the application for the installment agreement reflecting the amount of taxes owed
and requested payment terms must be included in the Mortgage file,
® The greater of the monthly payment amount requested by the Borrower or the amount of
taxes owed divided by 72 must be included in the Borrower's monthly debt payment-to-
income ratio, and
® There must be no indication, and the Seller must have no knowledge, that the IRS has filed a
Notice of Federal Tax Lien for the taxes owed by the Borrower.

Revolving or Open-End Accounts

o

If the monthly payment is not included on the credit report, and there is no documentation indicating
the monthly payment, 5% of the outstanding balance will be considered to determine the monthly
payment.

Monthly payments on open-end accounts (accounts which require the balance to be paid in full
monthly) are not required to be included in the DTl ratio if the borrower has sufficient verified funds
to pay off the outstanding balance. The funds must be in addition to any funds used to qualify the
borrower.

Student Loans

Student loans in repayment, deferment or forbearance:
® |n all cases, an amount greater than zero must be included in the monthly debt payment-
income ratio for all student loans.
® |f the monthly payment amount reported on the credit report is greater than 0, use the
monthly payment amount reported on the credit report, unless other documentation in the
mortgage file supports a different current payment amount, or
® |f the monthly payment amount reported on the credit report is 0, use 0.5% of the outstanding
loan balance, as reported on the credit report, unless other documentation in the mortgage
file supports a different amount.
For student loans in income-driven repayment plans:
® The monthly payment amount, as described above, may be used for qualifying, unless
documentation in the Mortgage file indicates the Borrower must recertify their income and/or
the Borrower's payment will increase prior to or on the first Mortgage payment due date.
® When documentation in the Mortgage file indicates the Borrower must recertify their income
and/or that the Borrower's payment will increase prior to or on the first Mortgage payment
due date, the Seller must include in the monthly debt payment-to-income ratio:
+
+
+*

The greater of the current payment or 0.5% of the outstanding loan balance, or
The documented future payment amount if greater than the current payment, or

The future payment amount that is less than or equal to the current payment, provided
that the Mortgage file contains documentation that the Borrower has recertified their
income and the future payment amount has been approved. The future payment
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amount must be greater than zero.

Student loan forgiveness, cancellation, discharge and employment-contingent repayment programs:
® The student loan payment may be excluded from the DTI ratio if the mortgage file contains
documentation that indicates the following:

* The student loan has 10 or less monthly payments remaining until the full balance of
the student loan is forgiven, canceled, discharged or in the case of an employment—
contingent repayment program, paid, or

The monthly payment on a student loan is deferred or is in forbearance and the full
balance of the student loan will be forgiven, canceled, discharged or in the case of
employment-contingent repayment program, paid, at the end of the deferment or
forbearance period, AND

The borrower is eligible or approved, as applicable, for the student loan forgiveness,
cancelation, discharge, or employment-contingent- repayment program, and the Seller
is not aware of any circumstances that will make the borrower ineligible in the future.
Evidence of eligibility or approval must come from the student loan program or the
employer, as applicable.

Alimony/Child Support/Separate Maintenance Payments

If there are more than 10 months of payments remaining the monthly payment amount must be
documented with a copy of the signed court order, legally binding separation agreement and/or final
divorce decree, or equivalent.

® The payments must be deducted from the borrower's monthly stable income.

* for payments being omitted from the DTI ratio due to 10 or fewer months of payment
remaining, documentation must be provided that shoed there are 10 or fewer months
of payments remaining.

Contingent Liabilities

Contingent liabilities may be excluded from the monthly debt ratio when the following
requirements below are met:

Revolving, Monthly Lease Payment, Installment (not including mortgages)
® File must indicate a party other than the borrower has been making timely payments for the
most recent 12 months.
® The party making the payments is not an Interested party to the subject property or mortgage
transaction.
Mortgages
® File must indicate a party other than the borrower has been making timely payments for the
most recent 12 months.
® Party making the payments is obligated on the Note
® The party making the payments is not an Interested party to the subject property or mortgage
transaction.
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Self-Employed Borrower

When a self-employed borrower is obligated on a debt that has been paid by the borrower's
business for 12 months or longer, the monthly payment for the debt may be excluded from the
monthly debt payment-to-income ratio if the following requirements are met:

o

The debt has been paid timely by the borrower's business for no less than the most recent 12
months, and

The tax returns must evidence that the business expenses associated with the debt (interest, lease
payments, taxes, insurance has been reported and support that the debt has been reported and
support that the debt has been paid by the business.

Court Ordered Assignment of Debt

Debt that has been assigned by order of the court is not required to be included in the borrower's
DTI calculations; however, the payment history for the debt prior to its assignment should be
reviewed. A copy of the court order is required.

Employment and Income

Employment History and Verification

General Employment Requirements

A 2-year employment history is required for both wage earner and self-employed borrowers.
A VVOE is required within 10-business days prior to the Note date for salaried borrowers and within
the 120 calendar days prior to the Note date for self-employed borrowers.
® A military Leave and Earnings Statement dated within 30 days prior to the Note date is
acceptable for active-duty military in lieu of a verbal verification of employment (VVOE).
B See Freddie Mac Selling Guide Chapter 5302 for alternative methods for employment
verification.

For borrowers who re-entered the workforce and have less than a 2-year employment and income
history, income may be used for qualifying if documentation is provided indicating the borrower has
been at their current employment for a minimum of 6 months and there is documented prior
employment history.

When a Borrower has less than a two-year history of primary employment, the Seller must provide its
justification for determining that the employment is stable. When making this determination, the
Seller must take into consideration factors such as income and/or employment characteristics and
the overall layering of risk factors, including the Borrower's demonstrated ability to repay obligations.
Income documentation is determined by LPA unless detailed below.

See Freddie Mac Selling Guide Chapter 5302, for complete employment requirements.

Wage Earner Borrowers

At minimum, a current paystub with YTD earnings and the most recent W-2 is required.
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NOTE: Per Bulletin 2025-7, W-2 documentation is no longer applicable when income consists solely of
military base pay and/or military entitlements.

For income types such as hourly wages that may include minor fluctuations or are subject to
minimum hour guarantees, refer to Freddie Mac Selling Guide Section 5303.1 for detailed guidance
on determining whether income is considered fluctuating or non-fluctuating.

Temporary Leave

Temporary leave is generally short in duration and is used for circumstances such as family and
medical reasons, maternity, short-term disability, etc. The income from a borrower who is on
temporary leave is eligible for qualification subject to the following:

o

o

Borrower's employment and income meet standard eligibility requirements
Borrower must provide written confirmation of the intent to return to work and indicate the return
date
Documentation must be provided verifying the borrower's pre-leave income (i.e., regular base pay,
commission, bonus income, etc., as applicable)
Documentation generated by the employer confirming the borrower's eligibility to return to work
after the leave (e.g., employer-approved leave request, Family Medical Leave Family, etc.).
Documentation may be provided by the employer or a third-party vendor.
Borrower must demonstrate their ability to repay the mortgage and all other monthly obligations.
The following documentation is also required for borrower's returning to work after the first
mortgage payment is due:
® Documentation evidencing the amount, duration and consistency of all temporary leave
income sources used to qualify the borrower (e.g. short-term disability, insurance, sick leave
benefits, temporarily reduced income from the employer, etc.) that is being received by the
borrower during the leave, and
® Documentation that substantiates and verifies any liquid assets used to supplement the
reduced income due to the leave, and
B A written statement from the underwriter explaining the analysis used to determine the
qualifying income.

Calculation of the income is as follows:

Borrower returning to work prior to or on the first mortgage payment due date, the borrower's pre-
leave gross monthly income is used for qualifying
Borrower is not returning to work by the first mortgage payment due date:
® Borrower's temporary leave income that will be received for the duration of the leave, or
® |n the event the temporary leave income is reduced or interrupted, the income reduced, or
interrupted income may be combined with the borrower's available liquid assets to qualify.
® The total qualifying income cannot exceed the borrower's pre-leave gross monthly income
amount.
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NOTE: Assets required for down payment, closing/financing costs, prepaids/escrows, and reserves
are ineligible to use for qualification.

Amended Tax Returns

Amended tax returns are allowed with an exception from an Underwriting Manager, subject to the
following requirements:
® QOriginal and amended tax returns are required. Tax transcripts for the amended tax returns
must be obtained and be provided from the IRS. Borrower obtained tax transcripts for
amended tax returns are not allowed.
B Tax returns must be amended prior to the application date. Tax returns amended after the
application date are not allowed.
B Amended tax returns must be accepted by the IRS.
® |f the borrower owes taxes to the IRS, the full amount must be paid in full. Installment
agreements for taxes are allowable if Agency guidelines are met.
B An explanation for the amended tax returns is required to be obtained from the borrower if
the income is being used to qualify.

Self-Employment, Business Ownership, and Tax Documentation

Self-Employed Borrowers

Self-employed borrowers are individuals who have 25% or greater ownership interest in a business.
The business may be a sole proprietorship, a Partnership (general or limited), and S Corporations or a
corporation.
® The ownership interest percentage must be verified by a review of the federal income tax
returns for the business, including the IRS Schedule K-1 or IRS Form 1125-E, Compensation of
Officers. If these documents do not provide this information, the ownership interest
percentage must be verified with a letter from the accountant for the business or similar
documents.
B |f the applicant has an ownership interest in one or more businesses, but the ownership
interest is not 25% or more for any business, see "Borrowers with Business Ownership Interest
(s) Less Than 25%" on the next page.

An income analysis must be completed for self-employed borrowers

If LPA allows 1 year of returns:

The borrower must have 5 full years of self-employment in the same business, and
The tax return the borrower is qualified on must be the most current tax year. If the borrower has
filed an extension for the most current tax year, reduced documentation is ineligible.
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If 2 years are required:

Copy of the most recent 2 years signed federal individual and business tax returns with all schedules.

o

If LPA requires business returns, business tax transcripts will be required. The requirement for
business tax returns may be waived if:

® The borrower is using personal funds for down payment and closing costs
® The borrower has been self-employed in the same business for a — minimum of 5 years

® The borrower's individual tax returns show an increase in self-employment income over the
past 2-years.

Self-employment income disclosed but not used to qualify:

If self-employment income is disclosed in the file but not used to qualify the borrower, no additional
documentation or analysis is required when:
® The borrower has a primary source of income (other than self-employment) that is used to
qualify, and
® The self-employment income is secondary and not relied upon for qualification.

Borrowers with Business Ownership Interest(s) Less Than 25%

For use of ordinary income (loss) or guaranteed payments for services reported on IRS Schedule K-
1 as stable monthly qualifying income, the following must be met:

o

"Self-Employed Borrowers" on the previous page requirements, or

All requirements of employed income must be met, and
® The borrower should not have an ownership interest of 25% or more in any business.
® When using employed income for qualification, the historical cash distributions must be
reasonably consistent with the ordinary business income reported on the K-1s.

Required documentation:

o

Schedule K-1s for the most recent two calendar years for Partnerships and S Corporations

o

Documentation of all YTD income, if available (e.g., most recent YTD paystub or equivalent). If YTD
information is not available (e.g., due to year-end payment structures), the underwriter may
document and justify the income stability without this information.

The Schedule K-1(s) must evidence less than 25% ownership interest for the individual borrower
Verification of current existence of business.

History Requirements:
For ordinary business income, a two-year consecutive history is required.

For guaranteed payments for services, a two-year history is required; however, in certain
instances, a shorter history may still be considered stable if the underwriter provides a written
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analysis and sufficient supporting documentation justifying the determination of stability (e.g.,
recently changed from an employee of the same firm to a partner with a nominal ownership
interest). In no event may the history be less than 12 months.

All income must be likely to continue for at least the next three years.

To calculate the income, the average must be based on the documented history of receipt and
support a consistent level of income.

The Seller must determine of additional information and/or documentation is required to support
and justify the monthly income based on the individual circumstances.

IRS Form 1099 Income

For borrowers receiving IRS Form 1099(s) for services performed; this pay structure is often
referred to in terms such as contractor or contingent worker. For this income type, Sellers must
use either:

The requirements and guidance for self-employed income, or
The guidance in this section.

Income received on IRS Form 1099 for services performed may be reported on Schedule C and may
represent a sole proprietorship. If the Seller determines that the borrower is a sole proprietor,
refer to the requirements and guidance in Freddie Mac Selling Guide Chapter 5304. Factors the
Seller may consider when determining whether income reported on Schedule C is representative
of a sole proprietorship include, but are not limited to, the principal business or profession, gross
receipts or sales, cost of goods sold, and the type and level of expenses reported.

Required Documentation:

o

All 1099s for the most recent 2-year period,

o

YTD paystubs or YTD earnings statements received by the borrower,

o

Complete federal individual income tax returns covering the most recent 1-year period, and

The Seller must determine if more information and documentation is needed for determining stable
monthly income.

A two-year history of receipt is required. However, in certain instances, a shorter history of no less
than 12 months documented on the tax returns may be considered stable if a written analysis and
sufficient supporting documentation is provided.

IRS Schedule C must evidence all of the following:

Gross receipts or sales are equal to the total amount(s) reported on IRS Form 1099(s).

o

Total expenses are <5% of gross receipts or sales after deducting non-cash expenses (e.g.,
depreciation).
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The cost of goods sold is $0.

o

A 12-month history of 1099 and reported expenses.
Automated Employment Assessment with LPA

Per Bulletin 2025-7, Freddie Mac has updated the eligible earnings for automated employment
assessment with Loan Product Advisor to permit earnings from Borrowers with income reported
on Internal Revenue Service (IRS) Form 1099 for services performed when employment is assessed
using account data. Sellers may rely on this method when all requirements of Freddie Mac Guide
Section 5302.6 are met.

Other Sources of Income

Other sources of income are eligible for qualifying the borrower. LPA determines the documentation,
verification, and continuation requirements for other sources of income.

2-year consecutive history of receipt, with 3 years likely continuance, on the following types of
income when used for qualifying:

B Automobile allowance

® Bonus

® Commission

® Dividend and interest documented by signed individual federal tax returns

Foster care
Overtime

Tip income

Income from a second/additional job and seasonal employment requires 2-year consecutive
history and must be likely to continue for a minimum of 3 years.

Retirement and Benefit Income

o

The following sources of income require one or more evidence of source, benefit type, payment
amount, payment frequency and documented receipt per Freddie Mac Selling Guide:

B Retirement Income (Social Security, Pension, Annuity)

® Survivor and dependent benefit income

B |ong-term disability and, if there is a pre-determined expiration, it must continue for a
minimum of 3 years.

® | IRS Form 1099 is used to verify existing pension income and clearly documents the income
type and source, age-of-documentation requirements do not apply.

Rental Income

Rental income is eligible subject to Freddie Mac Selling Guide Chapter 5306

Borrowers with offers of or employment contracts where work has not begun are eligible subject to
Freddie Mac guidelines and the following:
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® Eligible for 1-unit primary residence transaction only, and
® Employment offer must be non-contingent and the offer letter, which includes salary
information, must be included in the loan file, and
B Borrower's written acceptance of the employment offer must be included in the loan file, and
® Borrower's previous employment and income history must be documented, and
® Borrower's employment must begin within 90 days of the Note date, and
® Borrower must have a minimum of 3 months PITIA reserves in addition to any other reserve
requirements, and
A letter, signed by the borrower(s) is required certifying that a paystub or other acceptable
documentation to validate the borrower has started employment, will be provided as soon as
received by the borrower.

Income Commencing After the Note Date

See Freddie Mac Selling Guide Section 5303.2

If the borrower is scheduled to begin new employment or receive a future salary increase after the
Note Date, the income may be considered for qualification under the options below.

General Eligibility

Income must be from either:

® A new primary employment, or

® A future salary increase with the current primary employer
Income must be non-fluctuating and salaried (e.g., hourly earnings are not permitted), and
The employer must not be:

® A family member, or

B An interested party to the real estate or mortgage transaction

Option 1: Paystub NOT Obtained Before Loan Delivery

o

Employment or future salary increase must start within 90 days of the Note Date

o

Start date can be before or after the delivery date
" Eligible for:

® Purchase

B No Cash-Out Refinance transactions

®  1-unit Primary Residences Only
Additional funds required:

B Seller must verify that the borrower has sufficient funds to cover:

* Monthly housing expenses and liabilities from the Note Date through the start date,
plus one additional month.

* partial months count as full months

* The required amount may be reduced by verifiable gross income expected during this
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period (whether or not used to qualify or expected to continue)

o

The following documentation is required:
® A copy of the employment offer letter, employment contract or other evidence of the future
salary increase from the current employer that:
B |s fully executed and accepted by the borrower
® |s non-contingent or provide documentation, such as a letter or e-mails from the employer
verifying all contingencies have been cleared, and
® |ncludes the terms of employment, including employment start date and annual income based
on non-fluctuating earnings
For a future salary increase provided by the current employer, the documentation must show the
increase is fully approved and is explicitly granted to the borrower.
A 10-day pre-closing verification (PCV) is required verifying the terms of the employment offer letter,
contract or future salary increase have not changed (refer to Section 5302.2(d))

Option 2: Paystub Obtained Before Loan Delivery

No limit on days after Note Date, as long as employment starts prior to delivery
Eligible employment and income

® |ncome must be from new primary employment

® |ncome must be non-fluctuating and salaried (e.g., hourly earnings are not permitted)
Eligible for:

® Purchase

® No Cash-Out Refinance transactions

B Cash-Out refinance

B 1- to 4-unit Primary Residence

® Second home

B 1-to 4-unit Investment Property
Verification of Additional funds

B Sellers must verify sufficient funds to cover:

v Monthly housing expense and other monthly liabilities due between the Note Date and
the start date of the new employment/future salary increase, plus one additional

month.
»

*

A partial month is counted as one month for the purpose of this calculation.

The required amount of additional funds may be reduced by the amount of verified
gross income that any Borrower on the Mortgage is expected to earn during this period
(whether or not this income is used to qualify for the Mortgage or is expected to
continue after the start date of the new employment/future salary increase)

o

The following documentation is required:
B A copy of the employment offer letter or employment contract that:
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L
*

Is fully executed and accepted by the borrower, and

Includes the terms of employment, including employment start date and annual income
based on non-fluctuating earnings, and

* Annual income based on non-fluctuating earnings

B paystubs, written verification of employment (VOE) or a third-party employment verification
supporting the income for qualifying the borrower must be provided
As of the delivery date, the income must be no less than that used to qualify the borrower.

Ineligible Income

Marijuana/Cannabis

Income derived from employment in the marijuana or cannabis industry is not an eligible source of
income, regardless of state law.

Escrow/Impound Account

o

>80% LTV required unless prohibited by state law

o

<80% LTV not required; refer to rate sheet for pricing adjustment
Escrowed Flood Insurance Premiums

Escrowed flood insurance premiums are required on all loans including, but not limited to, Higher
Priced Mortgage Loans (HPML). When the subject property is in a special flood hazard area, the
Seller must provide the following:

Evidence that flood insurance premiums have been escrowed (regardless of any other fees and
charges associated with the loan).
Seller must use Standard Flood Hazard Determination Form (SFHDF) on all properties.

Condominium Flood Insurance

The condominium homeowners association must maintain building coverage for the lower of:
B (1) 80% of the building's replacement cost, or
B (2) The maximum coverage amount available from NFIP per unit.
" If the association's coverage meets the above requirements but the unit allocation is less than 1-4
units coverage requirement, the borrower must maintain supplemental coverage for at least equal to
the difference between:
® The condo association's building coverage allocated to the unit, and

® The amount required for a 1-4 unit property.

NOTE: Planet will not purchase loans with negative escrow balances.
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Exclusionary List

Seller is responsible for checking all parties on the transaction against Freddie Mac's Exclusionary
List and LDP/GSA (SAM).

Financed Properties

Each borrower individually and all borrowers collectively must not own and/or be obligated on

(e.g., notes, land contracts and/or any other debt or obligation) more than 10 1-4 unit financed

properties, including the subject property and the Borrower's Primary Residence. The LPA must:
Have an Accept/Eligible result

o

A FICO of 720 when the number of 1-4 unit financed properties is > six

Examples of financed properties that do not have to be counted in the limitation include:

o

Commercial real estate

o

Multifamily (five or more units) real estate
" Timeshares
Undeveloped land

Manufactured homes not titled as real property (Chattel Lien); the property is situated on the land
that is titled as real property

Properties titled in the name of a trust where the borrower is a trustee, provided that the borrower,
in his or her individual capacity, is not on title and/or not obligated on the property.

OPlanetwill purchase a maximum of five loans to one borrower with an aggregate loan amount
up to $2.5M.

Higher-Priced and High-Cost Loans

Higher priced mortgage loans (HPML) are eligible subject to the following:

B Establishment of an escrow account for taxes and insurance on primary residence
transactions, and

® | oan must meet all applicable and/or federal compliance requirements, and
®  Loan must be fixed rate
High-cost loans are ineligible.

Homeownership Education

Homeownership Education is defined as a course that prepares borrowers for the responsibilities
of homeownership, including budgeting, credit, mortgage financing, and home maintenance.

At least one borrower must complete homeownership education prior to closing for:
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® Home Possible® purchase transactions when all occupying borrowers are first-time
homebuyers

* Education is not required for Home Possible® refinance transactions

® HomeOne® purchase transactions when all borrowers are first-time homebuyers
®  Any transaction where the borrower(s) have credit established solely using noncredit payment
references
When required, education must be completed prior to closing through one of the following:
® CreditSmart® Homebuyer U
® A HUD-approved housing counseling agency
® A program provided by a housing finance agency (HFA), CDFI, Ml company, or other provider
meeting National Industry Standards
® Delivery may be in-person, online, phone-based, or hybrid
B A certificate of completion must be retained in the loan file
® Housing counseling may be used in lieu of education when applicable
See Freddie Mac Selling Guide Section 5103.6 for complete requirements

Inspections

Septic inspections are only required when the appraiser indicates there is evidence the septic system
is failing.

Termite inspections are only required when the purchase contract requires one, or the appraiser
indicates there is evidence of active infestation.

Well inspections are only required when state or local regulations require or if there is an indication
the well may be contaminated.

Interested Party Contributions

Overview

Interested Party Contributions (IPCs) are contributions made by third parties with a vested interest
in the transaction. These funds are used to cover costs that are typically the responsibility of the
property purchaser. IPCs may include financing or sales concessions, as described below.

IPCs may not be used to:

Make the borrower's down payment
Reserve requirements or
Satisfy the minimum borrower contribution requirement
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Acceptable IPCs include:

o

o

Funds paid directly from the interested party to the borrower

Funds that flow from an interested party through a third-party organization, including nonprofit
entities, to the borrower

Funds that flow to the transactions on the borrower's behalf from an interested party (includes third-
party organization and nonprofit agency)

Funds donated to a third party who provides the funds to pay some or all the closing costs for the
transaction

Interested Parties

Interested parties to a transaction include, but are not limited to:

o

o

o

o

o

Builder or Developer

Property Seller

Real Estate Agent or Broker

Any affiliate of the above, or

Any party that will benefit from the sale of the property at the highest possible sales price.

NOTE: A lender or employer is not considered an interested party unless it is the property seller or affiliated
with another interested party. Affiliation exists when there is direct or indirect common ownership or control
between the interested party and the lender, or between both and a third party.

Financing Concessions

Financing concessions are financial contributions from an interested party that benefit the
borrower in connection with the financing of the mortgage. Financing concessions are subject to
the IPC limits noted below.

Financing concessions include:

Loan-related fees:
B Attorney's fees
B Commitment fee
® Discount points
® Qrigination fee
B Real estate tax service fees
® Survey charges
® Title insurance premiums
® Transfer taxes
Credits or Payments related to acquiring the property or financing terms
Prepaid items, such as:
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® Hazard insurance premiums (< 14 months), HOA dues (< 12 months)

® Mortgage insurance premiums, and

B prepaid items such as interest charges (no more than 30 days)

B Real estate taxes covering any period after the settlement date

NOTE: HOA dues must be collected at closing, transferred directly to the HOA, and reflected on the CD.

Maximum Financing Concessions

Financing concessions are subject to the following limits, based on occupancy and LTV/TLTV:

Occupancy Type LTV/CLTV | Maximum Allowable Contribution
>90% 3%
Primary Residence or Second Home | 75.01-90% 6%
75% or less 9%
Investment Property All 2%

Financing concessions must not exceed the borrower’s total closing costs. Any amount above that
threshold is considered a sales concession.

Sales Concessions

Sales concessions are IPCs that:

Take the form of non-realty items or cash equivalents, or

Exceed allowable maximum financing concessions

Examples of sales concessions include:

o

Cash gifts
Decorator allowances

o

o

Furniture or appliances

Moving costs
Realtor rebates

Lender incentives provided by or affiliated with an interested party

NOTE: A realtor rebate not applied to the transaction must be treated as a sales concession,
regardless of when it is provided.
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Excess Financing concessions
If total concessions (sales + financing) exceed the allowable maximum financing concessions, the
excess must be:

Deducted from the property’s sales price, and
The lower of the adjusted price or appraised value must be used to calculate LTV/TLTV ratios

Lender Incentives

Lender incentives are contributions of cash, cash-like items (e.g., gift cards, prepaid debit cards), or
items of value given by the lender or on behalf of the lender.

Lender incentives must:

Not be used to qualify the borrower (i.e., for reserves, closing costs, down payment).
Not be mortgage-funded (e.g., cannot be derived from premium pricing).

If the lender is an interested party or is affiliated with one, any incentive must be treated as a sales
concession and counted toward the maximum financing concessions.

NOTE: The previous $500 cap and documentation requirement for lender incentives has been removed.

IPC Exclusions

The following are not considered IPCs and are not subject to the above limits:

Lender credits derived from premium pricing (if lender is not an interested party)

o

Gift funds or gifts of equity from acceptable, unaffiliated donors

o

Pro-rated real estate tax credits

o

Builder forward commitment costs not specific to the transaction and executed prior to borrower
contract signing (see Interest Rate Buydowns below)

Customary Fees Not Subject to Maximum Financing Concessions:

Seller-paid fees that are considered common and customary in the market (e.g., owner's title and
transfer tax) are not subject to IPC limits, even when paid by an interested party.

Undisclosed IPCs

Mortgages with IPCs paid outside of closing and not disclosed on the Settlement/Closing Disclosure
Statement are ineligible.

Interest Rate Buydowns

If a temporary or permanent interest rate buydown is funded by an interested party:
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It is considered a financing concession
It must be included in the IPC calculation and remain within the applicable limit

Builder-paid forward commitments (e.g., to secure rate locks) may be excluded from IPC limits if
obtained prior to borrower contract execution and not transaction-specific. The Seller must deliver
ULDD Data Point Investor Feature Identifier valid value "J70" for each Mortgage with rates
provided based on builder forward commitments as required by Section 6302.53.

Payment Abatements

Payment abatements funded by interested parties or nonprofits are not permitted, even if disclosed.

NOTE: The payment of HOA fees is not considered an abatement unless the payment of the fee extends for
more than 12 months. Paying HOA fees for 12 months or less is considered an IPC.

Investment Property Requirements

Per LPA investment properties must meet the following requirements:

o

o

o

Must be a fixed-rate mortgage

Must not be an A-minus mortgage

Borrower does not have an ownership interest in, is not an employee of, or affiliated with or related
to the builder, developer or property seller of newly constructed homes that are purchase
transactions

Borrower must not own and be obligated on more than ten 1-4 unit financed properties, including
the subject property and borrower's primary residence (see Servicing Guide for examples of financed
properties that do not have to be counted).

Monthly housing expenses related to the borrower's current primary residence may be used in
calculating the borrower's monthly housing expense-to-income ratio

Reserves requirement must be met

Aggregated negative rental income from all rental properties must be treated as an obligation and
considered in calculating monthly debt payment-to-income ratio

Gifts/grants are not allowed

If rental income is not used for qualifying, the monthly payment amount (as described in section
5401.2) for the Mortgaged premises plus operating expenses must be used in calculating the monthly
debt payment-to-income ratio.

See Section 5306.4 of the Freddie Mac Selling Guide for additional requirements.

See Section 4201.16 of the Freddie Mac Selling Guide for complete details.
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Manufactured Homes

NOTE: This section is specific to Manufactured Homes. Sellers should follow the standard guidelines for
topics not covered in this section.

Conforming loan amounts only

Fixed rate: 15-, 20-, and 30-year term (Cash-Out< 20-year term)
B OARMs not permitted for manufactured homes.
B 0925.year terms are not permitted.

See Chapter 5703.4 in the Freddie Mac Selling Guide for guidance determining the LTV/CLTV/HCLTV
for new and existing manufactured housing.

Appraisals

The Appraiser must:

® Have adequate experience and previously completed real property appraisals for
Manufactured Homes,

B Must understand the unique features that affect the quality of a manufactured home and
factory construction techniques,

B Understand the manufactures' and federal, state, and local requirements for installation,
® Be knowledgeable concerning the local manufactured home market, and
® Have access to the appropriate data sources to establish an opinion of value.
B At minimum perform a complete visual inspection of the interior and exterior areas of the
subject property.
® |nspect the neighborhood.
B |nspect each comparable sale from at least the subject property street.
B Non-realty items must be excluded from value conclusion.
®  Manufactured Appraisal Report (form 70B) required and must be completed in its entirety.
At least 2 comparable manufactured home sales of similar configuration are required.
B Site built housing and different types of factory-built housing may be used for a third
comparable sale if explanation for use provided.
® The specific number of comparable sales, the listings and price ranges must be included in the
appraisal analysis.
If the manufactured home is a new installation, the loan file must contain evidence that the
manufactured home was installed in compliance with applicable HUD Codes. An appraisal report
completed on an existing manufactured home can serve as evidence the installation was in
compliance with HUD Codes and the foundation was designed for the site conditions and home
design features and meets local, state and federal codes, as applicable.
Loan file must include the following documentation:
® A complete copy of the sales contract for the home and land or separate contract for each, if
applicable.
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® |f the borrower has owned the land 12 months or more, a copy of the executed land contract
is not required.
® A copy of manufacture's invoice and purchase agreement when:

* The manufactured home is new and is a purchase transaction; or

* The mortgage is a conversion mortgage and is either a purchase or a no cash-out
refinance transaction.

® The Seller must provide a copy of the Certificate of installation or comparable state-specific
forms and any additional applicable information along with the completion report or appraisal
update on homes installed after October 20, 2008.

B Evidence the manufactured home is properly titled, and the lien has been properly created
and perfected.

Eligible Properties

o

1-unit multi-wide dwelling

o

Cash-Out 1-unit properties only
~  Condominiums

~ HUD REOs

Primary Residences
PUDs

Second Homes

Texas 50(a)(6) transactions allowed

Ineligible Properties

o

2-4 units

A seasoned mortgaged property
°ChoiceHome

Contract for deed

o

o

Investment property

Land contract

OLeaseholds

Other types of factory-built housing not subject to the National Manufactured Construction and
Safety Standards act.

Previously occupied property relocated from its originally installed permanent foundation
Oproperties located in a 100-year flood zone

Seller owned modified or converted properties

%Singlewide manufactured home
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Manufactured Homes Titled as a Condo

Condominium projects that contain Manufactured Homes must meet the requirements for
Established Condominium Projects, or be approved through the Fannie Mae Project Eligibility
Service (PERS) process.

Additional Requirement

o

o

Legally classified as real property.
Anchoring system must be incompliance with HUD codes.

B Anchoring system of properties installed prior to October 2008 must comply with the
manufactures design or designed by a licensed (registered professional engineer).

Home must have been constructed on or after June 15, 1976 and on a permanent chassis in
compliance with the Federal Manufactured Home Construction and Safety Standards (MHCSS).

For an existing manufactured home, the HUD Certification Label or HUD Data Plate must be present
and legible. If both are present, the completion report must include both. For a new manufactured
home, both the HUD Certification Label and the HUD Data Plate are required.

® The HUD Data Plate section of the Manufactured Home Appraisal Report (Form 70B) must be
completed with the information from both sources.

® |n the event the HUD Certification or Data Plate are not available, Planet will accept the
following:

* A "HUD Label Verification Letter", with the same information contained on the HUD
certification label, from the Institute for Building Technology and Safety (IBTS)

* A copy of the Data Plate or substitute performance verification certificate from the
IBTS, or

* A copy of the Data Plate from the In-Plate Primary Inspection Agency (IPIA) or the
manufacturer.

The permanent foundation must be designed in accordance with the manufacturer's instructions or a
design by a licensed and registered professional engineer. Must meet all local, state, or federal codes,
as applicable.

Home must be at least 12 feet wide with a minimum of 600 square feet of living area.
Wheel, axles, and towing hitch must be removed.
The land must be owned by the borrower in fee simple.

® May be located on an individual lot, subdivision, or Planned Unit Development.

Utility hook-ups (electrical, gas, water, sewage, etc.) for manufactured homes are subject to HUDs
standard guidelines regarding utilities.

Temporary Buydowns not allowed.
Mortgage Insurance required per Freddie Mac's standard guidelines in section 4701.1.
® Borrower paid mortgage insurance premiums allowed.

Mortgages secured by Manufactured Homes using proceeds to pay the outstanding balance of a land
contract or contract for deed are eligible.
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See Freddie Mac Selling Guide, Chapter 5703.1 for complete requirements.

Maximum Loan Amount

The maximum loan amount is determined by county. See Federal Housing Finance Agency high-cost
area summary.

Minimum Loan Amount

©$40,000.00

Mortgage Insurance

Loans with >80% LTV require mortgage insurance and are subject to Ml guidelines.
Eligible MI products:

o

® Borrower Paid Mortgage Insurance (BPMI). Monthly, single, or split premium are eligible. See
"Chapter 4: Mortgage Insurance" on page 22 for detailed requirements.

® | ender Paid Mortgage Insurance (LPMI). Single premium only.
Eligible Ml options:

® Non-refundable

® Refundable

® |evel/constant renewal type (as applicable)

o

Planet will accept mortgage insurance issued by M|l companies that are Freddie Mac approved.

Mortgage insurance coverage is determined by LTV and loan term as detailed below:

Required MI Coverage

LTV
Loan Terms
80.01 - 85% | 85.01 - 90% | 90.01 - 95%
< 20-year fixed rate 6% 12% 25%
Fixed Rate, term > 20 year, and ARMs 12% 25% 30%

LPMI Adjustments (No Single Premium BPMI Allowed)

LTV and Coverage

80.01 - 85% | 85.01 - 90% | 90.01 - 95% | 95.01 - 97%
Fixed Rate

12% 25% 30% 35%
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LPMI Adjustments (No Single Premium BPMI Allowed)

ARMs 12% 25% 30%

Mortgage/Rental History

Per LPA

o

If delinquencies are allowed, a satisfactory explanation is required and is subject to underwriter
review

o

Current mortgage must be current for the month closing

o

To verify the monthly payment amount, third-party documentation is required if the credit report
does not provide the monthly housing payment.

o

Evidence of verification of mortgage payment history and/or rental payment history for the 12-
month period prior to mortgage application must be included in the file.

Non-ARMs' Length or Identity of Interest Transactions
" A non-ARM's length transaction is a purchase transaction where there is a relationship or business
affiliation between the buyer and seller of the property

o

Non-ARM's length transactions are eligible for resale properties on all occupancy types

o

When a non-ARMs length transaction occurs on a property that is new construction, the property
must be a primary residence only. Non-ARM's length transactions on new construction properties are
ineligible if the property is a second home or investment.

o

An identity of interest transaction involves parties who are not related and do not have close
personal ties. However, they have a strong interest in the transaction. Identities of interest
transactions are eligible on owner-occupied transactions; however, an additional review will be
required to ensure validity of the transaction, value, etc. Additional documentation and/or a desk
review or second appraisal may be required at underwriter discretion.

Occupancy

Owner-Occupied

®  An active-duty military borrower who is unable to occupy the primary residence prior to the
delivery date due to military service will be considered an owner-occupied property mortgage.
The borrower's military orders must verify that the borrower is temporarily unable to occupy
the primary residence due to the military assignment.

o

Second Home

o

Investment (non-owner occupied)
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Power of Attorney

The following requirements apply to all transactions when a Power of Attorney(POA) is utilized:

o

o

Use of the POA must meet all applicable state, federal and agency guidelines.

The attorney in fact must be an eligible person (the following are examples of ineligible persons: real
estate agent, seller or a person related to the seller, any employee of the lender, any employee of
the title company, title agent or settlement agent, or any other party with a financial interest in the
transaction (other than a relative of the borrower).

The POA must be signed and notarized.

For a Texas 50(a)(6) transaction, there must be proof in the file that the POA met all 50(a)(6) signing
requirements.

A trustee of a trust cannot sign using a POA.

Prepayment Penalty

Not permitted.

Products

Fixed Rate: 10-, 15-, 20-, 25- and 30-year terms

25-year term available for Conforming loan amounts only

ARM: The index used must be the SOFR (Secured Overnight Financing Rate).

o

Caps:
® 5/6-2/1/5
® 7/6 &10/6-5/1/5
Margin: 3.00
Qualification:
® 5/6 ARMs are qualified at the greater of the note rate plus 2% or the fully indexed rate.
® 7/6 and 10/6 ARMs are qualified at:

* The note rate for mortgages that are not Higher-Priced Covered Transactions (HPCTs) or
Higher-Priced Mortgage Loans (HPMLs), or

* Greater of the note rate or the fully-indexed rate for mortgages that are HPCTs or
HPMLs.

Investment Property: If the borrower owns more than one financed investment property, the
investment property mortgage sold to Freddie Mac must be a 7/6 or 10/6 ARM.
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Property Eligibility

Condominiums

For established projects and streamlined reviews, the Project review must be completed within one
year prior to the Note date. Warranty must be provided by Seller.

For new condo projects, the project review must be completed within 180 days prior to the Note
date.

See Section 5701.2 Condominium project review and general condominium eligibility requirements
in the Freddie Mac Selling Guide for complete details.

Projects with Fannie Mae PERS approval or projects with a project acceptance certification through
CPM are eligible if documentation of the PERS or CPM acceptance is provided.
Freddie Mac Streamlined Review are eligible for established projects subject to Freddie Mac
guidelines. When a Streamlined Review is performed, the following LTV restrictions (all states except
Florida) apply:
B QOwner occupied maximum LTV 90%
® Second home maximum LTV 75%
® |nvestment properties maximum LTV 75%
Projects where the HOA (or developer if not turned over to the HOA) is a party to litigation,
arbitration, mediation, or other dispute that relates to safety, structural soundness, functional use or
habitability of the project, the project is eligible if the litigation is limited to one of the following:
® The litigation amount is known, the insurance company has committed to providing defense,
and the litigation amount is covered by the insurance policy, or
B The litigation/arbitration involves non-monetary neighbor disputes regarding the rights of
enjoyment, or
® The matter involves one of the following:

* A non-monetary neighbor dispute or right of quiet enjoyment, or

* The HOA is the plaintiff in a foreclosure action or action for past due HOA assessments,
or

* The HOA is the plaintiff in the litigation, but it can be determined that the matter is
minor in nature with insignificant impact to the financial status of the condo project.

® The valid estimation of or known litigation amount is not expected to exceed 10% of the
project's funded reserves, provided that this value does not violate the applicable jurisdiction's
laws and regulations.

Florida Specific:

New condo projects require PERS approval

o

Established Project Review is eligible for established projects
Streamlined Review for established condo project eligible as follows:
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B Maximum 75/90/90% > LTV/TLTV/HTLTV for owner-occupied
B Maximum 70/75/75% > > LTV/TLTV/HTLTV for second home
B Maximum 70/75/75% > LTV/TLTV/HTLTV for investment properties

Comparable sales for attached condominiums require the appraiser to provide a minimum of two
comparable sales from outside the subject project and outside the influence of the developer,
builder, or property seller. See "Appraisals" on page 141 for additional comparable sales
requirements.

Eligible Properties

o

o

o

1-unit, Single family residences (attached/detached)
2-4 units
Condo conversions per Freddie Mac Selling Guide.

Condominiums, low and high-rise (attached/detached) Freddie Mac warrantable or Fannie Mae
warrantable with PERS approval or CPM acceptance.

Leaseholds meeting Freddie Mac guidelines eligible on a case-by-case basis. The lease term must
extend a minimum of 5 years from the mortgage maturity date.

Manufactured Homes/Modular/prefabricated properties 1-unit only. Factory built but not built on a
permanent chassis; built on a site similar to stick-built homes; permanently affixed to the foundation;
must conform to local building codes. Property is legally classified as real property and assumes
characteristics of stick-built such as permanent connections to water, electrical and waste disposal
systems.

PUDs (attached/detached)

Rural properties

Ineligible Properties

o

o

o

Agricultural-type properties, farms, orchards, ranches

Builder bailout properties

Commercial property

Condo Hotels (projects managed or operated as hotel/motel, hotel/motel conversions)
Condominium conversions with characteristics of a Hotel/Motel

®Cooperative projects

Incoming producing properties (e.g., adult care facilities, bed & breakfast, etc.)
Industrial zoned property

Land Trust

Manufactured homes that include an accessory unit

Manufactured homes located in a 100-year flood zone

Mobile homes

New condominium projects in Florida without a PERS approval
Non-warrantable condominiums

Properties located in the Hawaiian Islands in lava zones one or two
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Properties not suitable for year-round occupancy, regardless of location
Properties with an Assignment of Contract

Properties with problem drywall (aka Chinese drywall). Evidence of complete remediation must be
provided if property previously contained Chinese drywall.

Properties zoned for agricultural use (Texas 50 (a)(6) and Texas 50(f) loans are eligible)

Property currently in litigation (except as noted above in the Properties Eligible-Condominiums) topic
Timeshares

Transient Housing

Unimproved/vacant land

Unique properties (geodesic domes, earth berm homes, log homes, etc.)

Property Flips

Property flips are subject to:

Appraisal must support any value increases. Additional documentation may be required and a desk
review or second appraisal may be required at underwriter discretion.

Borrower has excellent credit history, employment history, savings pattern, etc.

Properties with an Accessory Unit

1-, 2-, or 3-unit properties that have one ADU are eligible. An ADU is an additional living area that:

Includes a kitchen,

o

Includes a bathroom,
" Includes a separate entrance,

Is independent of the primary dwelling unit,
Is subordinate in living area, and

Contributes less to the value of the property than the primary dwelling unit.
ADUs are not permitted for 4-unit properties, second homes, or investment properties.

See Freddie Mac Selling Guide Section 5601.2 for complete requirements for accessory dwelling
units.

Purchase Agreements Amended/Renegotiated

Not eligible if the sales price was increased after the original appraisal was completed if:

® The appraised value is higher than the originally contracted sales price that was provided to
the appraiser, and

® The new purchase agreement and/or addendum to the purchase agreement is dated after the
appraisal, and

® The only change to the purchase agreement was the sales price.
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o

If the purchase agreement was renegotiated after the completion of the appraisal, the LTV would be
based on the lower of the original purchase price or the appraised value, unless:
® The re-negotiation was only for seller paid closing costs and/or pre-paid where the seller paid
closing/pre-paids costs are common and customary for the area and are supported by the
comparables, or
® The purchase contract was amended for a new construction property due to Improvements
made that impact the tangible value of the property. An updated appraisal report must be
obtained to validate the value of the improvements.
Assignment of the purchase contract is not allowed.

Seller Contribution

See "Interested Party Contributions" on page 169 for Seller contribution limits.

Temporary Buydown

Eligible Buydown Types ("Limited")

o

2-1 Buydown
® Year 1: Payment calculated at 2% below the note rate.
® Year 2: Payment calculated at 1% below the note rate.
® Years 3 through maturity: Payment calculated at note rate.

o

1-0 Buydown
® Year 1: Payment calculated at 1% below the note rate.
® Years 2 through maturity: Payment calculated at note rate.

Ineligible Buydown Types

o

03-2-1 Buydown
01-1 Buydown

o

Eligible Sources

o

Borrower

o

Builder/Developer
" Lender

Other Interested Parties to the Transaction
Seller

Split/Combo Contributions

Ineligible Sources

Borrower-paid lender credits from a higher rate
Excess Interested Party Contributions (IPCs)
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Non-compliant lender buydowns
Unverifiable funds

Eligible Transactions

Conforming Loans

o

HomeOne
" HomePossible

No Cash-Out Refinance
Purchase Transactions

Super Conforming Loans

Ineligible Transactions

L}

OARMs
Cash-Out Refinance
OCHOICEReno eXPress

°Choice Renovation

o

o

Investment Properties
Manufactured Homes
Refi Possible

Texas 50(a)(6)

Amortization Type

OFixed-Rate Only

Loan Term

030-year term

Occupancy Requirements

Primary Residence
Second Homes

Eligible Property Types
“ 1-4 Unit Primary Residence
“ 1 Unit Second Homes
Attached

Detached

PUD

SFR

Warrantable Condo

o
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Automated Underwriting (AUS) Requirements

o

AUS Approval Required
°Manual Underwriting (UW) is Ineligible

Qualifying Rate

Borrowers must qualify at the Note Rate
® The borrower must be qualified using monthly payments calculated at the note rate.
B |f reserves are required, the reserves must be calculated using the note rate.

Additional Requirements

o

Temporary Buydown agreements must be fully executed at funding and held in a custodial
account.
® The temporary buydown agreement must state that the borrower will not assign, transfer or
close the account, or withdraw buydown funds, except as permitted by the terms of the
temporary buydown agreement.
B A copy of the fully executed temporary buydown agreement, must be retained in the Seller's
loan file.
The borrower must sign an agreement stating that the buydown funds will be automatically
applied to reduce their monthly principal and interest payment.
® The borrower must agree in writing that the buydown funds in the buydown account will be
automatically applied each month to reduce the monthly payment of principal and interest to
the extent provided under the subsidy temporary buydown agreement.
® The temporary buydown agreement must provide that the borrower will not be relieved of the
obligation to make the full monthly mortgage payments required by the terms of the note if,
for any reason, the buydown funds are not available or the buydown funds are not paid.
Loan documents must not reference the temporary rate in the note and security instruments.
® The loan file must contain a copy of the executed temporary buydown agreement and must
clearly show the Seller's calculations of the total cost of the temporary subsidy buydown, any
interested party contribution and the annual percentage increase in the borrower's monthly
principal and interest payment.
The note and mortgage terms must not be altered due to the temporary buydown agreement.
® No references to the buydown plan are permitted in the note and security instruments.
B The interest rate and monthly payments shown in the note must be calculated without
reference to the temporary buydown subsidy. In no event may the temporary buydown
agreement change the terms of the note or mortgage.

Texas 50(a)(6)

NOTE: This section is specific to Texas 50(a)(6) Transactions. Planet follows Freddie Mac guidelines for
any topic not addressed in this section.

Planet Home Lending, LLC Proprietary and Confidential Page 185



."Q\

-

Chapter 5: FHLMC Conforming and Super Conforming

A Texas Section 50(a)(6) loan is a loan originated in accordance with and secured by a lien
permitted under the provisions of Article XVI, Section 50(a)(6), of the Texas Constitution, which
allow a borrower to take equity out of a homestead property under certain conditions. The
transaction must meet all the eligibility criteria specified in the Texas Constitution. Fixed Rate only.

Please note the following Planet requirements:

Borrower Types

® Unmarried co-borrowers are permitted, must take title to the property and are legally liable
for the debt.

® Non-borrowing spouse is permitted.
Borrower Eligibility

® QOwner-occupied properties only.

® No power of attorney permitted.

® |nter-vivos revocable transactions must meet the qualifying trust requirements under Texas
law for purposes of owning residential property that qualifies for the homestead exemption.

Collateral Eligibility

B Eligible properties are limited to a single unit, principal residence consisting of: an attached or
detached dwelling, a unit in a Planned Unit Development (PUD), or a unit in a Condominium
Project.

B Full appraisal with both interior and exterior inspection is required.

® Max 80.00% LTV/CLTV.

B property must be borrower's Urban Homestead (Rural Homesteads are not allowed).

B property must be residential in nature and zoning, not a farm or ranch.

B property site must not exceed 10 acres (actual size of property; larger parcels may not be
valued considering only 10 acres).

® Survey or other acceptable evidence that the homestead property and any adjacent land are
separate parcels, and the homestead property is a separately platted and subdivided lot for
which full ingress and egress is available

Transaction Details

® A full appraisal is required

B An existing Texas Section 50(a)(6) first or second mortgage on the homestead must have a
minimum of 365 days seasoning prior to the new loan closing date.

B An existing Texas Section 50(a)(6) second mortgage may not be re-subordinated to a new
Texas Section 50(a)(6) first mortgage. Only one Texas Section 50(a)(6) lien is allowed at a time.

New mortgage may not be assumable.

Fixed rate only.

LPA Eligible/Accept required.

FICO per LPA.

® Temporary interest rate Buydowns are ineligible.

® Planet requires the Seller to provide a copy of the Attorney Representation letter as evidence
that the closing documents were prepared or reviewed by a Texas licensed attorney prior to
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closing. Planet will only purchase Texas 50(a)(6) loans where the closing documents were
reviewed and/or prepared by one of the following attorneys:

* Baird Law, PLLC

Black, Mann & Graham

Carolyne K. Davis, P.C.

Dorsett Johnson & Swift, LLC

Glast, Phillips & Murray

Gregg & Valby

Matt Haddock, PLLC

Kubik Law Firm, PLLC

MRG — Mortgage Resource Group
McGlynchey, Stafford

Pierson & Patterson

Polunsky Beitel Green, Attorneys at Law
Rich Karlseng, LLC

Robertson Anschutz Vetters

Sandler Law Group

Schwartz & Manente

Shanks & Associates, P.C., Attorneys At Law

* F YN

NOTE: There are no exceptions to the Attorney list at this time.

The Texas Attorney Response Letter must be in the loan file as evidence of
the approving attorney and to confirm the attorney's conditions have been
met.

Loan Fees
B Appraisal fees paid to a third-party appraiser (AMC is not excluded)
B Discount Points (if bona fide and documented)
® Flood Insurance

Hazard Insurance
HOA Maintenance Fees/Dues

Late Charges

Loan fees paid by the borrower may not exceed 2% of the loan amount. There is a 2% fee Cap
for all closing cost, fees, and charges except the following:

* Prepaid Per Diem Interest

¢ Property Tax

. Survey Fees

* Title Premiums, or
+*

Title Examination charges if less than the title premium
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* Title Endorsements

Title Insurance
® Policy must be written on Texas Land Title Association forms (standard or short form),
supplemented by an Equity Loan Mortgage Endorsement (Form T-42) and a Supplemental
Coverage Equity Loan Mortgage Endorsement (Form T-42.1), is required.

The title insurance policy cannot include language that:

* Excludes coverage for a title defect that arises because financed origination expenses
are held not to be "reasonable costs necessary to refinance", or

* Defines the "reasonable costs necessary to refinance" requirement as a "consumer

credit protection" law since the standard title policy excludes coverage when lien

validity is questioned due to a failure to comply with consumer credit protection laws.

The endorsements may have no exceptions or deletions.

Closing must take place in the office of an attorney. Closing at the borrower's residence

is prohibited.
Forms
® Note
Texas Home Equity Note (Fixed Rate - First Lien) — Uniform Instrument Form 3244.1
01/01 (rev. 1/18)
® Security Instrument
* Texas Home Equity Security Instrument (First Lien) — Fannie Mae/Freddie Mac
UNIFORM INSTRUMENT Form 3044.1 01/01 (rev. 01/18)
® Borrower Affidavit

* Texas Home Equity Affidavit and Agreement (First Lien) — Fannie Mae/Freddie Mac
UNIFORM INSTRUMENT Form 3185 01/01 (rev. 01/18).

NOTE: The affidavit must be recorded together with the Security
Instrument and any applicable riders.

® Condominium Rider

* Texas Home Equity Condominium Rider — Fannie Mae/Freddie Mac UNIFORM

INSTRUMENT Form 3140.44 01/01

® Planned Unit Development (PUD) Rider

* Texas Home Equity Planned Unit Development Rider — Fannie Mae/Freddie Mac

UNIFORM INSTRUMENT Form 3150.44 01/01

B Notice Concerning Extensions of Credit Defined by Section 50(a)(6), Article XVI, Texas
Constitution (12-day notice). Must be revised version dated 11-17
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* PerTexas Law, all borrowers must receive a copy of the signed 12-day notice, and
* |oan cannot close until the 13th day of application submission date.

® Texas Home Equity Receipt of Copies
® Texas Home Equity Election Not to Rescind

* Document must be signed 3-business days after rescission date has expired

®  Acknowledgment as to Fair Market Value of Homestead Property

* This document must accompany the appraisal

® Texas Home Equity Loan/HELOC Closing Instructions Addendum

®  File must evidence a copy of closing instructions and acknowledgment receipt.

B Texas Home Equity Certificate from Originating Lender Regarding Compliance with Section 50
(a)(6) Article XVI of the Texas Constitution.

B QOwner's Affidavit Acknowledging Lender's Compliance with Constitutional Requirements to
Provide Owner Early Final Itemized Disclosure of Actual Fees and Charges

B QOwner's Affidavit of Compliance

See State of Texas Constitution for complete Texas 50(a)(6) laws.

Financing Real Estate Taxes — the following applies when real estate taxes are financed:

No Cash-Out Refinance: A loan is ineligible as no cash-out refinance and must be considered a cash-
out transaction when:
B Borrower finances the payment of real estate taxes for the subject property in the loan
amount but does not establish an escrow account, or
® Borrower finances the payment of real estate taxes that are more than 60 days delinquent for
the subject property in the loan amount.
Cash-Out Refinance:
® A loan with financed real estate taxes that are more than 60 days delinquent is eligible as long
as an escrow account is established. If an escrow account is not established, the loan is
ineligible.

Transaction Eligibility

Eligible Transactions

o

Cash-Out Refinance

o

Freddie Mac Home Possible (see Freddie Mac Home Possible Program Guidelines)
" Freddie Mac HomeOne (see Freddie Mac HomeOne Program Guidelines)
Freddie-Owned No Cash-Out

No Cash-Out Refinance

Purchase
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Ineligible Transactions

Any transaction without an LPA “Accept” Feedback Certificate

o

Community Land Trusts
" Freddie Mac Open Access
High-Cost Loans

Illinois Land Trust
Interest-Only

Loans with tutorship lien
Manual underwrites

Non-Arm's length transaction that involves new construction and the loan is secured by a second
home or investment property

Non-Traditional Credit

Properties in the "Right of Redemption Period" as applicable state law allows

Refinance transactions where the subject property was listed for sale at the time of loan
disbursement

Restructured mortgages that do not meet Freddie Mac guidelines

Transactions where the property securing the loan is subject to a private transfer fee covenant
created on or after February 8, 2011, and fee collect does not directly benefit the property.

Refinance Transactions

Per LPA if:

At least one borrower is a borrower on the existing mortgage, and

Borrower held title to and resided in subject property for the most recent 12 months. Mortgage file
must indicate:

® Timely mortgage payments for the most recent 12 months; or
® New borrower must be related to the borrower on the existing mortgage, or
B property is inherited by or awarded to a borrower on the refinanced mortgage.

No cash out refinance transactions: Eligible subject to the following:

Proceeds can be used to:

B Pay off the principal and interest due, including a balance deferred under a loss mitigation
plan, for the first Mortgage, regardless of its age, used to acquire the property.

B Pay off the principal and interest due, including a balance deferred under a loss mitigation
plan, for the first Mortgage, originated as a refinance transaction, with a Note Date no less
than thirty days prior to the Note Date of the "no cash-out" refinance Mortgage, as
documented in the Mortgage file (e.g., on the credit report or the title commitment.

B Pay off any costs or fees associated with the satisfaction and release of the first Mortgage
(e.g., late fees, prepayment penalties, etc.)

B Pay off or pay down any junior liens secured by the Mortgaged Premises, that were used in
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their entirety to acquire the subject property. Any remaining balance must be subordinated to
the refinance Mortgage. * Pay related Closing Cost
Cash to the borrower cannot exceed the greater of 1% of the loan amount or $2,000.00. See Section
4301.4 of the Freddie Mac Selling Guide for complete details.

Cash-out refinance transactions:

When proceeds of a cash-out refinance mortgage are used to pay off a first lien mortgage, the first
lien mortgage being refinanced must be seasoned for at least 12 months (i.e., at least 12 months
must have passed between the Note Date of the mortgage being refinanced and the Note Date of the
cash-out refinance Mortgage), as documented in the loan file (e.g., on the credit report or title
commitment). The seasoning requirement does not apply when:

® The cash-out refinance mortgage is a special purpose cash-out refinance mortgage (e.g., the
owner of a property uses the proceeds of the refinance transaction to buy out the equity of a
co-owner), or

B The first lien mortgage being refinanced is a HELOC.

If none of the borrowers have been on title for at least six months, the following requirements apply:

® At least one Borrower on the refinance Mortgage inherited or legally awarded the subject
property, or meet all of following conditions:

*

*

The executed CD from the original purchase transactions reflects that no financing
secured by the subject property was used to purchase the property, and

The preliminary title report for the refinance transaction must reflect the borrower as
the owner of the subject property and indicate there are no existing liens on the
property, and

The source of the funds used to purchase the subject property must be fully
documented, and

If funds were borrowed to purchase the subject property, those funds must be repaid
and reflected on the CD for the refinance transaction, and

The amount of the cash-out transaction cannot exceed the sum of the original purchase
price, plus related closing costs, financing costs, and prepaids/escrows as documented
on the CD for the purchase transaction (subject to the maximum LTV/TLTV ratios for a
cash-out transaction based on the current appraised value), and

There must have been no affiliation or relationship between the buyer and seller of the
purchase transaction (non-arm's length purchase ineligible), and

An “Accept” Feedback Certificate from LPA is required and the transaction must meet
all other cash-out eligibility requirements.

® Properties must not be currently listed for sale.

B Cash-out transactions where the property was listed for sale in the 6 months prior to the
application date:

*

Borrower(s) must provide written confirmation of their intent to occupy the property as
for primary residence transactions.
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* The transaction is limited to the less of 70% LTV/TLTV or the maximum LTV for
product/occupancy/property type.

® Non-occupant co-borrowers are not permitted when the cash-out transaction is for a primary
residence.

Secondary Financing or Affordable Seconds

First Lien mortgages with secondary financing under the terms of the purchase documents are
acceptable.

New Secondary Financing requirements:

o

The term of the junior lien must not be less than five years after note date of the first lien mortgage
unless the junior is fully amortizing or is a HELOC.
The scheduled payments must be sufficient to meet interest and may not accrue.
Amount of monthly payment may be excluded from the monthly housing expense-to-income and
debt payment-to-income ratios if:

® FAH benefit and the payment of principal and interest or interest only begins on or after the

61st monthly payment under the first lien, or

® |f repayment of the principal is due only upon sale or default.
CD evidencing the fee and costs paid by the borrower at closing; HELOC agreement must be included
in the mortgage file.

Affordable Seconds requirements under section 4204.2 of the Freddie Mac Selling Guide apply in
addition to the following:

o

Must be provided by an agency under an established, ongoing secondary financing or finance
assistance program; however, the mortgage may not be sourced by the seller or interested party.
The First Lien mortgage must be a fixed rate mortgage, purchase transaction or a “no cash-out”
refinance, and secured by a 1-4 unit primary residence,

The term must not require a balloon payment due before the maturity or payment in full of the First
Lien.

The interest rate must not be more than 2% higher than the interest of First Lien mortgage and
interest accruals added to the principal may not increase the total TLTV ratio beyond the maximum
TLTV allowed for the First Lien mortgage at any time during the term of the First Lien.

Affordable Seconds cannot be a HELOC.

Existing Secondary Financing requirements:

Evidence of the subordination must be included in the mortgage file and payments must be sufficient
to meet interest due.
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Solar Panel Lien Subordination Requirement

In the event that the title company is unable to subordinate the Solar Panel lien, the following
language must be added to the Title Policy:

Required Title Policy Language:

"The Company insures against loss or damage sustained by the insured in the event
that the enforcement of that certain Notice of an Independent Solar Energy Producer
Contract referred to in Exception (FILL IN) of Schedule B Part 1 results in the invalidity,
unenforceability, or the lack of priority of the lien of the Insured Mortgage upon the
Title."

Title Insurance Requirements

Title must insure the priority, enforceability, and validity of the mortgage lien.

Title may require that the endorsement does not insure against loss or damage (and the
Company will not pay costs, attorney fees, or expenses) resulting from any contractual
obligation for electrical services or rights of ownership in the solar electric generation
system installed on the Land as disclosed by said notice.

The title policy must clearly reflect any existing solar panel lien and ensure compliance
with applicable Freddie Mac guidelines regarding secured or unsecured solar panel
financing.

Freddie Mac Guidelines and Resources

Freddie Mac guidelines may be accessed at Freddie Mac under Access the Guide.

Additional resources are available by selecting “The Learning Center” from the menu on the left side
of the page.

The Loan Product Advisor Documentation Matrix provides information for documenting an LPA loan.
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Freddie Mac CHOICERenovation Program Grid

Standard Conforming and Super Conforming

Owner-Occupied Primary Residence Fixed Rate

Transaction Type Units LTV CLTV Loan Amount Credit Score
1 95% 95%
Purch
urchase 2 85% 85% See Loan Limits Below Per LPA
No Cash-Out
3-4 80% 80%

Second Home Primary Residence Fixed Rate

Transaction Type Units LTV CLTV Loan Amount Credit Score
Purchase 1 90% 90% See Loan Limits Below Per LPA
No Cash-Out

Investment (Non-Owner Occupied) Fixed Rate

Transaction Type Units LTV CLTV Loan Amount Credit Score
Purchase 1 85% 85% See Loan Limits Below Per LPA
No Cash-Out

Home Possible

Standard Conforming - Owner-Occupied Primary Residence Fixed Rate

Transaction Type Units LTV CLTV Loan Amount Credit Score
1,3 02,3
Purch 1 97% 105%~
urchase See Loan Limits Below Per LPA
No Cash-Out 2-4 95% 95%
Super Conforming - Owner-Occupied Primary Residence Fixed Rate?
Transaction Type Units LTV CLTV Loan Amount Credit Score
1 95%1 105%?
Purchase See Loan Limits Below Per LPA
ure 2 85% 80%
No Cash-Out
3-4 80% 80%
Reference:

1. Standard 35% Mortgage Insurance is required when LTV exceeds 95%.

2. CLTV of 105% is permitted with an Affordable Second that meets Freddie Mac requirements;
otherwise, max CLTV is limited is 97% for Conforming loan amounts and 95% for Super Conforming
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loan amounts. See Freddie Mac Selling Guide for complete details.
3. Transactions with a Manufactured Home permitted to a maximum LTV/CLTV of 95%. Affordable
Seconds are permitted within these parameters.

4. Super Conforming Manufactured homes are ineligible.

Maximum Conforming Loan Limits
Contiguous States, District of Columbia, and Puerto Rico | Alaska, Hawaii
Unit Conforming Super Conforming | Conforming
1 $806,500 $1,209,750 $1,209,750
2 $1,032,650 $1,548,975 $1,548,975
3 $1,248,150 $1,872,225 $1,872,225
4 $1,551,250 $2,326,875 $2,326,875

See Freddie Mac loan limits for maximum loan amounts by county/metropolitan area.

Program Overview

Borrower may purchase a property or refinance an existing home and include funds in the loan
amount to cover the costs of:

o

Repairs

o

Remodeling

o

Renovations, or

o

Energy improvements to the property.

General Parameters

o

No minimum dollar amount required for renovations.
~ Any type of renovation or repair is eligible if the improvements are permanently affixed to the real
property (either dwelling or land), except for certain appliances installed with kitchen and utility
room remodels.

® The purchase of appliances as part of the overall remodeling project is permitted.
Completion of the final work on newly built homes are permitted when the cost to complete the
incomplete items does not exceed 15% of the "as completed" value.

® The remaining improvements must be related to completing non-structural items the original

builder was unable to finish. Such work may include installation of buyer-selected items such

as:

* Flooring
* Cabinets
* Kitchen appliances
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* Fixtures, and
* Trim

Construction of various outdoor buildings and structures is permitted according to local zoning
regulations.

o

Examples of acceptable structures include, but are not limited to:

* Accessory units

Garages
Recreation rooms, and

* *

Swimming pools.

CHOICERenovation loans can be used to repair damages from a natural disaster and to install

preventative items such as:

Storm Surge barriers

Foundation Retrofitting

Hazardous brush and trees in fire zones
Retaining walls to address mud or water flow

Items specifically need to repair or prevent damages from environmental hazards like
hurricanes and earthquakes.

NOTE:

Complete tear downs and reconstruction of the dwellings are not permitted.

The renovation and contingency funds must be placed in an interest-bearing custodial account.
Unused funds must be applied as a curtailment to the unpaid mortgage balance.
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Freddie Mac CHOICERenovation Program Guidelines

For topics not addressed in this guide, see "Freddie Mac Conforming and Super Conforming
Program Guidelines" on page 140 and Freddie Mac Selling Guide.

4506-C

See Freddie Mac Conforming and Super Conforming Program Guidelines > "4506-C" on page 140
for all requirements.

Ability to Repay/Qualified Mortgage

Planet requires all loans to be originated and closed in compliance with Agency and Planet
guidelines. Planet will purchase owner-occupied and HUD-approved second home transactions as
follows:

o

Compliance findings validating a pass of ATR

o

Compliance findings validating a pass of QM, where applicable
~ Automated Underwriting System (AUS) approval, where applicable

Evidence of manual approval, where applicable

Underwriting Analysis (e.g., Final 1008/Loan Transmittal, VA Loan Analysis, FHA Transmittal
Summary)

Income Worksheet

Additionally, all disclosures and documentation required under the ATR/QM provisions of the
Dodd-Frank Act must be provided.

The Seller will comply with the verification standards of the applicable agency Seller's Guide.

~ Section 5102 through 5500 of the Freddie Mac Single-Family Seller/Servicer Guide.

Appraisals

File must document an "as completed" appraised value that estimates the value of the property
after completion of renovation work.

Type of Appraisal report required per Loan Product Advisor (LPA) minimum Assessment Feedback
(MAF). Appraisals must meet UAD & AIR requirements.

Appraisal waivers are not allowed.

File must document the Seller provided the appraiser with the cost estimates, plans and
specifications for the renovations.

Planet Home Lending, LLC Proprietary and Confidential Page 197


https://guide.freddiemac.com/app/guide/segment/Selling
https://guide.freddiemac.com/app/guide/browse

." @-.

b Y

Chapter 5: FHLMC Choice Renovation

If, after the appraiser provides the "as completed" value, changes are made to the original plans
and specifications, the Seller must notify the appraiser of the changes and provide change
documentation to the appraiser. The appraiser must provide a revised appraisal to reflect the
changes and account for the impact on the "as completed" value.

Upon completion of the renovations, the appraiser must perform a final inspection of the property
and complete an Appraisal Update and/or Completion Report (Form 442). The completion report
must document that all renovations were completed in accordance with the plans and
specifications and must include photographs of the completed renovations.

AUS

All CHOICERenovation Mortgages must be submitted to LPA and must receive a Risk Class of
Accept.

If the Mortgage receives an LPA evaluation status of invalid, ineligible or incomplete, it is ineligible
for sale to Planet.

Available Markets

o

Delegated Sellers

Planet will purchase loans underwritten and closed by the delegated Seller in all states.

o

Non-Delegated Sellers

Planet will purchase loans from the non-delegated Seller in all states. All loans require Planet underwriting
approval.

o

The U.S. territories of Guam and the Virgin Islands are ineligible regardless of delegation. Purchase
allowed in Puerto Rico with prior approval from Planet.

Certificate of Completion
" A Certification of Completion is required at the completion of the renovation and must be included in
the Appraisal Update and/or a Completion report.
® The Completion Report (Form 442) must confirm all “subject to” items listed on the appraisal
were completed.
® The Appraiser must note any deviations to the initial plans and any impact to the value of the
subject property.

* Follow the requirements for Unplanned Changes in Scope of Incomplete Work if the
value has been impacted.

o

A Certificate of Occupancy is required at the completion if it is required by local authorities for the
type of renovation work that was completed.
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Contractor Requirements

All renovation work must be performed by a licensed contractor or subcontractor, unless
contractor licensing is not applicable under state or local law for the specific trade or type of
renovations being performed. °Self Help is not allowed.

File must evidence the contractor was evaluated and able to perform the required duties. The
Contractor must meet the following criteria:

o

Must have a minimum of 3 years' experience as a Contractor and a minimum of 1 year in business.

o

Have all appropriate credentials required by the state and local government.
~ Financially able to perform the duties necessary to complete the renovation work in a timely manner,
and
Agrees to indemnify the borrower for all property losses or damages caused by its employees or
subcontractors.
File must evidence a completed contractor profile report (form 1202 or similar).
Contractor Insurance Requirements:

B Contractor must carry a builders all-risk insurance policy, without co-insurance, in an amount

not less than 100% of the replacement cost of the work.

® A General Liability insurance policy with limits of liability equal to at least $500,000 per
occurrence.
® A worker's compensation insurance policy as required by state law.

Contractor Validation

Seller must review the Contractor documents to establish contractor is qualified to complete the
work described in the Work Write Up or Contractor Bid. The review must include contractors
credentials, work experience and client references. The Seller also must ensure the contractor
meets all jurisdictional licensing and bond requirements. The Seller may not choose the contractor
or refer the borrower to any one specific contractor.

File must evidence contractor validation and bid acceptance.

Non-Delegated Sellers may submit a request for Planet Home Lending to validate the contractor
prior to underwriting or locking the loan. Refer to the Correspondent website at
www.phlcorrespondent.com under Resources and Forms for required forms to be executed by the
Contractor.

Contractor Experience

Must have a minimum of 3 years' experience as a Contractor and a minimum of 1 year in business.
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Contractor Insurance Requirements — Contractor must carry:

o

A builder's all risk insurance policy, without co-insurance, in an amount not less than 100% of the
replacement cost of the work.

A public liability insurance policy with limits of liability equal to at least $500,000 per occurrence.
A workers' compensation insurance policy as required by state law.

An automobile liability insurance policy with limits of liability equal to at least $300,000 per
occurrence for each vehicle that will be used in providing the work.

Other insurance policies as appropriate for the work being performed.

Owner's Insurance

Owner will be responsible for purchasing and maintaining Owner's liability insurance and other
reasonably appropriate insurance.

Credit Report/Scores

Credit score per LPA.
A tri-merged credit report is required for all borrowers.
The representative credit score is determined as follows:

B |f there are three valid scores, the middle score is used. If two of the three scores are a
duplicate, the duplicate score is used.

® |f there are two valid scores, the lower of the two is used.

B |f there is one valid score, that score is used.
The representative score for the loan is the lowest representative score of all borrowers.
The borrower(s) must address all credit inquiries indicated on the credit report within the previous
120 days and indicate the reason for and result of the inquiry (i.e., was new credit obtained or not).
Sellers are required to document that the borrower did not incur any new debt from the time the

credit used to make the credit decision was pulled to the time of loan closing. Any of the following is
acceptable documentation:

B A “soft pull” credit report, or
B A letter, written and signed by the borrower(s) stating no new credit was obtained.
B Verification must be completed within 10 days from the Note date.

Credit Report - Fraud Alert

When a fraud alert, active-duty alert or freeze is included with a credit report, additional steps are
required to verify the borrower's identity and documentation must be provided. Documentation
should include, but is not limited to:

A letter of explanation from the borrower, and
A copy of the identity theft report, and

o

An additional form of identity verification, and
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If the credit alert contains a phone number for a verbal verification prior to credit being issued,

documentation must be provided that the borrower was contacted.

Escrow

Costs and Escrow Accounts

Renovation costs must be supported by contractor bids and based on the approved plans and
specifications for all work requested by the borrower.

Eligible renovation costs may include:

o

o

o

Architectural/Engineer Fees — as required per scope of work
Construction Management Fee

Contingency Reserve (minimum of 10%)

Draw Inspections (per Consultant or Construction Manager)

Energy Reports (as applicable based on Final Inspection)

Final Inspection (1004D), per AMC (cost varies)

Mortgage Payment Reserve (< 6 months PITI, if property uninhabitable)

B An escrow for mortgage payments may be established for up to six months of PITI, not to
exceed the amount of time the property cannot be occupied during the renovation period.

* Funds may only be used to make payments that come due while the property is
uninhabitable.

* Funds must be held in a renovation escrow account. Planet will hold and administer the
renovation escrow account.

* These funds may not be used for renovation expenses or any other purpose.

NOTE: A separate escrow account for mortgage payments may be established in lieu of
including the funds in the renovation escrow account.

Permits — as applicable
Review of Renovation Plans or Consultant Work Write Up — Designated Consultant Fee

Title Updates — one per draw/inspection

Contingency Reserve

The minimum contingency reserve amount must be equal to or greater than 10% of the total

renovation costs.

If the utilities are not operable as referenced in the contract and/or plans and specifications, then the
minimum contingency reserve amount must be greater than or equal to 15% of the total renovation
costs.

The reserve may be included in the total renovation costs or may be funded separately by the
borrower.
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® |f paid in cash by the borrower at closing, it must be listed separately and not included in the
financed renovation amount.

Funds may only be released if unforeseen repairs or deficiencies are discovered during the
renovation.

Unused Contingency Funds:

Must be applied as a principal reduction (unless paid by the borrower in cash), after all renovation
work is completed and the certification of completion has been obtained.
May be used for additional improvements or repairs to the property, if:
® The original renovation work (scheduled and described in the plans and specifications) has
been completed and cost overruns have been applied;
® The additional work improves or repairs the property;
® Documentation includes paid receipts from the borrower's own funds in the file; and

® |nspections are completed by the original appraiser who prepared the "as completed" value
appraisal report

Renovation Escrow Account

Renovation costs (less any draws made at closing), the contingency reserve, mortgage payments (if
applicable), and any borrower-funded amounts, must be deposited into an escrow account for the
borrower's benefit. The renovation escrow account must meet the following requirements at the
time of delivery to Planet.

Requirements:

The escrow account must be administered in accordance with Freddie Mac’s Renovation Mortgage
requirements.

Funds must be used to complete the repair and renovation work and, if applicable, make any
mortgage payments that come due during the renovation period.

NOTE: Funds held for mortgage payments must be used for that purpose only and are not used for
renovations or any other reason.

Repairs and renovations must be completed in a timely manner and in accordance with the plans,
specifications, and contractor estimated bids.

Funds must be released from this account only when any given renovation work has been completed,
and then only in accordance with the agreed-upon schedule and after receipt of a specific request.

Disbursement Methods

Funds must be disbursed using the following processes:

A check issued jointly to the borrower and the contractor; or

A wire transfer to the contractor, after written consent is obtained from the borrower to release the
funds.
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The written consent must be received prior to each disbursement and must include:

o

Borrower's Name

o

Property address

o

Amount of funds to be disbursed

o

Contractor to whom the funds are being disbursed

o

Date of the consent
Upon Completion of Renovations

All remaining funds in this account, including any mortgage payment reserves, may be used to
either:

o

Reduce the unpaid principal balance of the loan (unless they represent funds deposited separately by
the borrower), or

Make additional improvements or repairs to the property, provided all conditions for supplemental
improvements are met

Initial Draws at Closing

Up to 50% of the planned materials cost can be advanced after closing to secure necessary
materials for the project.

An initial draw may be used to pay soft costs incurred early in the project, such as:

Permits
Architect fees
Design or planning expenses incurred during the initial project.

Cost Increases

Any increase in renovation costs must be funded by the borrower or the Seller.

The loan amount may not be increased to offset any cost increase
Any additional funds must be obtained in a manner that will not affect the priority of Freddie Mac's
lien.

Financed Properties

Oplanet will purchase a maximum of five loans to one borrower with an aggregate loan amount
up to $2.5M.

Geographic Restrictions

The following states are NOT eligible: territories of Guam and the Virgin Islands
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Texas loans must be in compliance with Texas Construction Laws. Contractor must execute the
following documents:

Mechanics Lien

Home Improvement Rider
" Residential Construction Contract Disclosure Statement
Contractors List of Sub Contractors and Suppliers
Notice of Right to Rescind Mechanic's Lien Contract

Assignment of Mechanics Lien Note
Texas — Appliances cannot be free-standing, they must be built-in.
Inspections and Draw Disbursements

Draw inspections, the rehabilitation escrow account, and approving the associated draws from the
account must be managed by Planet. The mortgagee is fully responsible for authorizing draw
inspections, managing the rehabilitation escrow account, and approving the associated draws from
the account.

LTV Ratios

The value used to determine the LTV, TLTV, and HTLTV ratios must be established as follows:

Purchase Transaction No Cash-Out Refinance
Value is the lesser of: Value is the appraised value of
the Mortgaged Premises, as

" The purchase price of the Mortgaged Premises prior to the
renovations plus the renovation costs (costs of demolition and
reconstruction), or

completed

Appraised value of the Mortgaged Premises, as completed

Loan Application

The Seller must code the Purpose of Loan on Form 65, Uniform Residential Loan Application, as
either Purchase or Refinance (as applicable) and not as Construction or Construction-Permanent.

The Seller must code the Loan Purpose on Form 1077, Uniform Underwriting and Transmittal
Summary, as either Purchase or No Cash-Out Refinance (as applicable) and not as Home
Improvement. The Seller must indicate in the Underwriter Comments if the Mortgage is a
CHOICERenovation Mortgage.
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Maximum Renovation Cost

Purchase Transaction

Renovation cost must not exceed 75% of the lesser of:

" The sum of the purchase price of the property plus renovation costs, or
" The “as completed” appraised value of the property.

No Cash-Out Refinance Transaction
Renovation cost must not exceed 75% of “as completed” appraised value of the property.
Manufactured Homes

Renovation cost must not exceed the lesser of

“ $50,000 or

o

50% of the “as completed” appraised value.

Minimum Loan Amount

©$40,000.00

Mortgage Insurance

Required based on the applicable LTV calculation.

o

Standard Coverage per LPA Approval.

o

Reduced MI coverage not permitted.

o

Borrower paid monthly and single premium; BPMI single premium may be financed.

o

LPMI — single premium only.

Refundable and non-refundable options eligible.

Occupancy

Owner-Occupied
®  An active-duty military borrower who is unable to occupy the primary residence prior to the
delivery date due to military service will be considered an owner-occupied property mortgage.
The borrower's military orders must verify that the borrower is temporarily unable to occupy
the primary residence due to the military assignment.
Second Home
Investment (non-owner occupied)
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Plans and Specifications

The plans and specifications must be prepared by a registered, licensed, or certified general
contractor, renovation FHA 203(k) consultant, or architect and: Fully describe all work to be done
and provide an indication of when various jobs or stages of completion will be scheduled (including
both the start and completion dates). file must document the plans quantity, quality and cost of
work has been evaluated and to determine available financing. Plans and specification must be
used by the appraiser to develop his/her opinion of the “as completed” value of the subject
property.

Repairs equal to or less than $75,000 and have no Structural Repairs

o

o

o

o

o

o

o

o

o

o

The Specification of Repairs/Bid can be prepared by the FHA 203(k) Consultant or a registered,
licensed General Contractor or Architect.

Must fully describe and itemize the specific work to be done.
Material cost to be itemized with description of materials and labor for each repair.
Describe what repairs require permits and cost associated.

Provide a draw schedule establishing the schedule for completing the repairs including start and
completion time frames.

Identify work to be performed by Sub-Contractor.

HUD Consultant is not required.

Material draw allowed for no more than 50% of itemized material per Contractor Bid.

One Interim Inspection at $150

Final Inspection (1004D) required by licensed appraiser prior to release of Holdback Funds.

Repairs over $75,000 and/or proposed renovation work includes any structural repairs

o

o

o

o

o

o

o

o

Planet requires the use of HUD Consultant or an approved construction management company to
prepare the Specifications of Repairs or a Feasibility Report.

® For loans that require only foundation repairs, an engineer report from a licensed engineer
may be acceptable in lieu of a HUD Consultant or an approved construction management
company.
HUD Consultant must be made aware the loan being applied for is a Conventional Renovation Loan
HUD Consultant must provide Draw Schedule.
HUD Consultant must perform the draw inspections.

HUD Consultant must conduct an initial Property Assessment to determine if building components
are substandard and/or present adverse conditions.

Material cost must be itemized along with cost of labor on Specification of Repairs.

Material draw allowed for no more than 50% of itemized material and including permits per
Specification of Repairs and Consultant must be made aware if Lender disburses at closing.
Final Inspection required by licensed appraiser (1004D) prior to release of Holdback Funds.
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NOTE: Approved Construction Management Companies: Land Gorilla Construction Management, Granite
Risk Management, Trinity Inspection Services LLC. Please reach out to Regional Sales Manager if your
company is not listed.

Pools — Projects consisting of only a pool installation may follow reduced requirements below:

o

Reduced documentation is only applicable when the project consists only of a pool, pool decking,
and/or any fencing or netting immediately surrounding the pool.

The lesser of $15,000 or 25% of the total project cost may be advanced at closing for material cost for
items not yet paid for.

All work to be performed must be fully described, bids are not required to separate labor and
material cost.

Permits must still be obtained and referenced, an itemized listing of all permits.
Planet will fund each draw in its entirety and not withhold 10% of the draw.
Final Inspection required by licensed appraiser (1004D) prior to release of Holdback Funds.

Changes to Plans and Specifications

If any changes are made to the plans and specifications and/or the estimated time of completion
for the renovations, the changes must be agreed upon via a change order by the Borrower and the
contractor and approved by the Lender. Documentation evidencing the change order must be
signed by the Borrower and the contractor and must include the following, as applicable:

Detailed description of the changes

Updated itemized renovation costs

Updated total cost of the renovations

Any changes to the estimated completion date

The Lender may not approve changes to the plans and specifications if such changes impact the
loan-to-value (LTV)/total LTV (TLTV)/Home Equity Line of Credit (HELOC) TLTV (HTLTV) ratio or the
property such that either the Mortgage:

Would not have been eligible for sale under the terms of the Lender's Purchase Documents in effect
on the Settlement Date, or

Would have been eligible for sale but under different terms.
Unplanned Changes in Scope or Incomplete Work

Planet will work with the borrowers and contractors to ensure renovations are completed as
planned, within an acceptable timeframe.

If unforeseen circumstances occur during the renovation work, such as property damage from a
natural or man-made disaster, or a life altering event such as death or divorce. Additional steps to
evaluate the materiality of the change to any renovations in progress.
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File must evidence an updated appraisal determining whether the changes will impact the “as
completed” value of the property, and

Any change in value must be submitted to the CHOICERenovation mailbox.

Products

Amortization Type

Standard Fixed Rate: 10-, 15-, 20-, 25- and 30- year
Super Conforming Fixed Rate: 15-, 20-, and 30- year
Home Possible Fixed Rate: 10-, 15-, 20-, 25- and 30- year

Products

Standard Conforming
Super Conforming
Home Possible

Ineligible Products/Features

o

Affordable Merit Rate® Mortgages
Energy Efficient (Green Choice)

o

o

A-minus Mortgages

Seasoned Mortgages

Financed Permanent Buydown Mortgages

Seller-Owned Modified Mortgages and Seller-Owned Converted Mortgages
Mortgages with capitalized balances

Special Purpose Cash Out Refinance Mortgages

FHA and VA Mortgages

Section 502 GRH Mortgages

Section 184 Native American Mortgages

Freddie Mac Relief Refinance Mortgages — Same Servicer and Freddie Mac Relief Refinance
Mortgages — Open Access

Freddie Mac Enhanced Relief Refinance Mortgages
Community Land Trust Mortgages

Property Eligibility

Eligible Properties

1-4-unit primary residence
1 unit second home
1-unit investment properties
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Single Family residence (SFR)
Planned Unit Development (PUD)

® Renovations must comply with all applicable project conditions, covenants and restrictions.
Warrantable Condo

B Renovations must comply with all applicable project conditions, covenants and restrictions
and have HOA approval.

Manufactured Home (Doublewide only)

® The renovation of manufactured homes is allowed provided the improvements do not include
structural changes (such as adding a garage or other attached element).

B Fligible, non-structural improvements include but are not limited to improvements to kitchens
and bathrooms; installing energy efficient heating and cooling systems; changes to address
mobility and aging in place requirements; and installation of new windows, doors, siding, or
roofing provided these changes do not alter the structure of the unit.

® Total financed renovation costs for Manufactured Homes (purchase and refinance

transactions) must not exceed the lesser of $50,000 or 50% of the “as completed” value of the
property as determined by the appraiser.

Ineligible Properties

o

o

o

Condotels

%Cooperatives

Leashold

Manufactured Condos

°Manufactured homes located in 100-year flood plain
Manufactured homes built prior to 6/15/1976

Mobile Homes

Non-Warrantable Condos

%Single-wide manufactured homes

Working Farms

Accessory Dwelling Units (ADU)

The construction of an ADU in connection with a CHOICERenovation is acceptable. ADUs are not
permitted for 4-unit properties, second homes, or investment properties. See Freddie Mac Selling
Guide Section 5601.2 for complete requirements for accessory dwelling units.

Property and Flood Insurance

File must evidence property insurance and flood insurance (as appliable) via policy or declaration
page. See Freddie Mac Selling Guide for complete details.
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Renovation Contract

The renovation contract must:

o

Itemize the specific work that the contractor agrees to perform.

o

Include the agreed-upon cost of the renovation.

o

Identify all subcontractors and suppliers.

Include an itemized description of the schedule for completing each stage of the work and the
corresponding payments to be made to the contractor.

File must evidence an executed contract between the contractor and the borrower and requires
the contractor to:

o

Be duly licensed (if required by applicable law).

o

Obtain all required insurance coverages.
" Completion of work must comply with the contract and all applicable government regulations,
covenants and restrictions.

Obtain the necessary building permits (including a certificate of occupancy, upon completion of
renovations, if required by local law).

Provide for appropriate remedies for resolving disputes (including an agreement to indemnify the
borrower for all property losses or damages caused by the contractor's employees or
subcontractors).

NOTE: File must include a copy of the Freddie Mac Renovation Homeowner Contract agreement.
CHOICERenovation mortgages may be subject to a variety of laws and regulations, based on the type of
transaction or the types of lenders originating the mortgages. Suggested Forms are the FNMA 3730 or
Freddie Mac Renovation Contract.

Renovation Cost (Fees and Charges)

Renovation-related costs that may be considered as part of the total renovation costs include:

Property inspection fees

o

Costs and fees for the title update
~ Architectural and engineering fees
Independent consultant fees
Costs for required permits
Final Inspection 1004D.
Other documented charges:

B Fees for energy reports

B Appraisals

B Review of renovation plans, and

B Fees charged for processing renovation draws
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B Up to six months payments (PITIA) if a principal residence property cannot be occupied during
renovation.

NOTE: An amount for sweat equity may not be factored into the renovation costs.

Renovation Loan Agreement

The Renovation Loan Agreement must include:

o

The terms and conditions of the loan prior to the completion of the improvements.

Events that constitute a borrower default and indicates the remedies available if the borrower
defaults under the terms of either the renovation contract or other loan documents.

Requires the contractor to have any license required by government regulation.

To obtain an all-risk insurance policy (with a physical loss form endorsement and a mortgagee's loss
payable clause) equal to 100% of the full replacement cost of the:

o

" |Improvements

B Public liability insurance

® Workmen's compensation insurance (as required by applicable state law)

B Automobile liability insurance
Require that either the borrower or the contractor obtain all work permits required by government
agency and comply with all applicable laws or government regulations.

Renovation Time Frame

Renovation time frame is limited by the scope of work. All renovations must be completed within
15 months of the Note Date.

Subordinate Financing

Secondary financing must comply with the guideline requirements for the specific mortgage
product or offering.

Temporary Buydown
Not permitted.

Title and Insurance Updates

A title update is required through the date the renovation was completed and must be concurrent
with the last disbursement. Planet requires a Title update per draw.

This will ensure:
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The continuance of Freddie Mac's first lien priority, and
The absence of any mechanics or materialmen's liens.

Transaction Eligibility

Eligible Transactions

No Cash-Out Refinance transactions
Purchase

Ineligible Transaction

o

Any transaction without an LPA “Accept” Finding

o

Community Land Trusts
" Freddie Mac Green Choice Program

Interest-only

Lease option to purchase

Loans with tutorship lien

Properties in the “Right of Redemption Period” as applicable state law allows

Refinance transactions where the subject property is listed for sale at time of disbursement of the
new loan

Restructured mortgages that do not meet Freddie Mac guidelines

Third party originated (TPO)

Transactions where the property securing the loan is subject to a private transfer fee covenant
created on or after February 8, 2011, and fee collect does not directly benefit the property.

No Cash-Out Refinance Transactions

Loan originated as a no cash-out refinance may include:

o

Amount required to satisfy existing first lien mortgage.

o

Amount required to satisfy the outstanding subordinate liens used to acquire the property.
" Closing cost
Prepaid fees and points
Total renovation cost including allowable renovation-related cost for the home improvements up to
the maximum permitted LTV and CLTV ratios.
B Any excess funds existing after renovations are completed may be applied to the loan balance
as a curtailment or used for additional renovations pursuant to the requirements within these
guidelines.

® Value of sweat equity may not be reimbursed.
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A CHOICERenovation Mortgage secured by a property previously owned free and clear by the
Borrower is considered a “no cash-out” refinance Mortgage if the proceeds are used only to
finance the eligible renovations. At least one Borrower must have been on the title to the subject
property for at least six months prior to the Note Date, except as specified below:

o

At least one Borrower on the refinance Mortgage inherited or was legally awarded the subject
property (for example, in the case of divorce, separation or dissolution of a domestic partnership)

OR all of the following:

The Settlement/Closing Disclosure Statement or an alternative form required by law from the
purchase transaction must reflect that no financing secured by the subject property was used to
purchase the subject property. A recorded trustee's deed or equivalent documentation may be used
when a Settlement/Closing Disclosure Statement or an alternative form required by law was not used
for the purchase transaction.

The preliminary title report for the refinance transaction must reflect the Borrower as the owner of
the subject property and must reflect that there are no liens on the property.

The source of funds used to purchase the subject property must be fully documented.

If funds were borrowed to purchase the subject property, those funds must be repaid and reflected
on the Settlement/Closing Disclosure Statement for the refinance transaction.

There must have been no affiliation or relationship between the buyer and seller of the purchase
transaction.

CHOICERenovation Forms

Freddie Mac Renovation Homeowner Contractor Agreement — FNMA 3730
Rehabilitation Loan Agreement — FNMA 3731

Renovation Maximum Mortgage Worksheet

Investor Rider to Security Instrument (if Investment Property)

Renovation Loan Rider to Security Instrument

Renovation Mortgage Consumer Tips (CORR288)

Texas Loans require an Attorney to prepare the closing documents. The Attorney should be
knowledgeable in Texas Law regarding renovation lending and provide the following documents in
the closing package:

o

Mechanic's Lien Contract and Transfer of Lien — must include verbiage to create the Mechanic's Lien
and assignment to the Lender. Amount of renovation must match final contractor estimate.

Financing Rider — to show loan proceeds that are part purchase of the property and renewal and
extension of the Mechanic's Lien Contract. If the loan is a refinance the Financing Rider will show
renewal and extension of the existing lien(s) and of the Mechanic's Lien Contract.

Rehabilitation Loan Agreement

Non-Commencement Affidavit
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Freddie Mac CHOICEReno eXPress Program Grid

Standard Conforming and Super Conforming

Owner-Occupied Primary Residence Fixed Rate

Transaction Type Units LTV CLTV Loan Amountl Credit Score
1 95% 95%
Purch
urchase 2 85% 85% See Loan Limits Below Per LPA
No Cash-Out
3-4 80% 80%

Manufactured Home Primary Residence Fixed Rate

Purchase
1 95% 95% See Loan Limits Below | Per LPA
No Cash-Out
Second Home Primary Residence Fixed Rate
Transaction Type Units LTV CLTV Loan Amountl Credit Score
Purchase 1 90% 90% See Loan Limits Below Per LPA
No Cash-Out
Investment (Non-Owner Occupied) Fixed Rate
Transaction Type Units LTV CLTV Loan Amountl Credit Score
Purchase .
1 85% 85% See Loan Limits Below Per LPA
No Cash-Out

Home Possible

Standard Conforming - Owner-Occupied Primary Residence Fixed Rate

Transaction Type Units LTV CLTV Loan Amountl Credit Score
1 97%2 105%12
See Loan Limits Below Per LPA
Purchase 5 95% 9591
No Cash-Out
3-4 95% 95%1

Super Conforming - Owner-Occupied Primary Residence Fixed Rate3

Transaction Type Units LTV CLTV Loan Amount Credit Score

1
Purchase 1 95% 105%

See Loan Limits Below Per LPA
No Cash-Out 2 85% 85%
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3-4 80% 80%

Reference:

1.

CLTV of 105% is permitted with an Affordable Second that meets Freddie Mac requirements;
otherwise, max CLTV is limited is 97% for Conforming loan amounts and 95% for Super Conforming
loan amounts. See Freddie Mac Selling Guide for complete details.

Transactions with a Manufactured Home permitted to a maximum LTV/CLTV of 95%. Affordable
Seconds are permitted within these parameters.

Manufactured homes are ineligible.

Maximum Conforming Loan Limits
Contiguous States, District of Columbia, and Puerto Rico | Alaska, Hawaii
Unit Conforming Super Conforming | Conforming
1 $806,500 $1,209,750 $1,209,750
2 $1,032,650 $1,548,975 $1,548,975
3 $1,248,150 $1,872,225 $1,872,225
4 $1,551,250 $2,326,875 $2,326,875

See Freddie Mac loan limits for maximum loan amounts by county/metropolitan area.

Program Overview

Borrower may purchase a property or refinance an existing home and include funds in the loan
amount to cover the costs of:

o

o

o

o

Repairs

Remodeling

Renovations, or

Energy improvements to the property.

General Parameters

No minimum dollar amount required for renovations.

Any type of renovation or repair is eligible if the improvements are permanently affixed to the real
property (either dwelling or land), except for certain appliances installed with kitchen and utility
room remodels such as washer and dryers or refrigerators.

® The purchase of appliances as part of the overall remodeling project is permitted.
Completion of the final work on newly built homes are permitted when the cost to complete the
incomplete items does not exceed 15% of the "as completed" value.
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The remaining improvements must be related to completing non-structural items the original
builder was unable to finish. Such work may include installation of buyer-selected items such
as:

Flooring
Cabinets

Kitchen appliances
Fixtures, and

* * * *

Trim

Construction of various outdoor buildings and structures are permitted and according to local zoning
regulations.

o

Examples of acceptable structures include, but are not limited to:

* Accessory units

* Garages

* Recreation rooms, and
* Swimming pools.

CHOICEReno eXPress loans can be used to repair damages from a natural disaster and to install

preventative items such as:

Storm Surge barriers

Foundation Retrofitting

Hazardous brush and trees in fire zones
Retaining walls to address mud or water flow

Items specifically need to repair or prevent damages from environmental hazards like
hurricanes and earthquakes.

NOTE:

Complete tear downs and reconstruction of the dwellings are not permitted.

The renovation and contingency funds must be placed in an interest-bearing custodial account.

Unused funds must be applied as a curtailment to the unpaid mortgage balance.
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Freddie Mac CHOICEReno eXPress Program Guidelines

For topics not addressed in this guide, see "Freddie Mac Conforming and Super Conforming
Program Guidelines" on page 140, "Freddie Mac CHOICERenovation Program Guidelines" on
page 197 and Freddie Mac Selling Guide.

4506-C

See Freddie Mac Conforming and Super Conforming Program Guidelines > "4506-C" on page 140
for all requirements.

Ability to Repay/Qualified Mortgage

Planet requires all loans to be originated and closed in compliance with Agency and Planet
guidelines. Planet will purchase owner-occupied and HUD-approved second home transactions as
follows:

Compliance findings validating a pass of ATR

o

Compliance findings validating a pass of QM, where applicable
" Automated Underwriting System (AUS) approval, where applicable
Evidence of manual approval, where applicable

Underwriting Analysis (e.g., Final 1008/Loan Transmittal, VA Loan Analysis, FHA Transmittal
Summary)
Income Worksheet

Additionally, all disclosures and documentation required under the ATR/QM provisions of the
Dodd-Frank Act must be provided.

The Seller will comply with the verification standards of the applicable agency Seller's Guide.

" Section 5102 through 5500 of the Freddie Mac Single-Family Seller/Servicer Guide.

Appraisals

See Freddie Mac CHOICERenovation Program Guidelines > "Appraisals" on page 197.

AUS

All CHOICERenovation Mortgages must be submitted to LPA and must receive a Risk Class of
Accept.
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If the Mortgage receives an LPA evaluation status of invalid, ineligible or incomplete, it is ineligible
for sale to Planet.

Available Markets

Delegated Sellers
Planet will purchase loans underwritten and closed by the delegated Seller in all states.
Non-Delegated Sellers

Planet will purchase loans from the non-delegated Seller in all states. All loans require Planet underwriting
approval.

The U.S. territories of Guam and the Virgin Islands are ineligible regardless of delegation. Purchase
allowed in Puerto Rico with prior approval from Planet.

Certificate of Completion

See Freddie Mac CHOICERenovation Program Guidelines > "Certificate of Completion” on
page 198.

Contractor Requirements

All contractors and/or tradespersons chosen by the borrower to complete the renovation must:

Have entered into an executed, binding renovation contract with the borrower to complete the
renovations within a reasonable time period after the Note date, not to exceed 180 days. The
contractor must include an indemnification provision requiring the contractor to indemnify the
borrower for any property loss or damages caused by the contractor, its employees, or its
subcontractors.

Be licensed and insured as required by local and/or state requirements, and

Be financially able to perform the duties necessary to complete the renovation work in a timely
manner.

Self Help and/ or the borrower acting as the general contractor is not allowed.
Renovations Purchase from a Home Improvement Store

Up to 100% of the renovation costs identified in the renovation contract (including labor costs)
may be paid to a home improvement store at closing in lieu of such funds being deposited into the
completion escrow account or Custodial account.

If the Borrower chooses a home improvement store to have the renovation work completed and
the home improvement store's renovation program requires payment-in-full at the point of
purchase, up to 100% of the renovation costs identified in the renovation contract (including labor
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costs) may be paid to a home improvement store at closing in lieu of such funds being deposited
into the completion escrow account or Custodial account provided the following requirements are
met:

o

The CHOICEReno eXPress Mortgage is a "no cash-out" refinance.

o

The Seller must review the home improvement store's renovation program to determine that the
following requirements are met:
® The home improvement store is financially able to perform the duties necessary to have the
renovation work completed in a timely manner and pay the contractors and/or tradespersons
chosen by the home improvement store to complete the renovations. A contractor and/or
tradesperson may not require payment directly from the borrower.
® The home improvement store has a robust contractor approval process that is managed,
maintained, and updated regularly.
® The contractors and/or tradespersons chosen by the home improvement store to complete
the renovations is licensed and insured as required by local and/or State requirements, and
they must be approved under the home improvement store's contractor approval process
during the course of the renovations. In the event a contractor and/or tradesperson becomes
unapproved or is unable to complete the renovation work in a timely manner, the home
improvement store must choose other approved contractors and/or tradespersons to
complete the renovations. A copy of the license and insurance for the contractor, and proof
they are approved by the home improvement store is required to be retained in the loan file.
The borrower may not be chosen by the home improvement store to complete the renovations, even
if the borrower is a licensed contractor and/or is licensed and qualified to complete the renovations.
The home improvement store must have entered into an executed, binding renovation contract with
the borrower to complete the renovations within a reasonable time period after the Note Date, not
to exceed 180 days.

o

The contract must include an indemnification provision requiring the home improvement store to
indemnify the borrower for any property loss or damage caused by the contractors and/or
tradespersons chosen by the home improvement store to complete the renovations. This product
requires the use of FNMA Form 3730.

Contractor Validation

See Freddie Mac CHOICERenovation Program Guidelines > "Contractor Validation" on page 199.

Credit Report/Scores

See Freddie Mac CHOICERenovation Program Guidelines > "Credit Report/Scores" on page 200.
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Credit Report - Fraud Alert

See Freddie Mac CHOICERenovation Program Guidelines > "Credit Report - Fraud Alert" on
page 200.

Escrow

Costs and Escrow Accounts

See Freddie Mac CHOICERenovation Program Guidelines > "Escrow" on page 201.

Contingency Reserve

A contingency reserve is not required with the CHOICEReno eXPress program, but underwriter may
determine one is needed. If a contingency reserve is financed in the loan, the amount must be less
than or equal to 15% of the total renovation costs identified in the renovation contracts. If the
borrower funded the contingency reserve with their own funds, the borrower may receive those
unused funds back or can complete additional repairs with the funds.

Renovation Escrow Account

Planet will manage the renovation funds in the Rehabilitation Escrow account.

Financed Properties

%Planet will purchase a maximum of five loans to one borrower with an aggregate loan amount
up to $2.5M.

Geographic Restrictions

The following states are NOT eligible: territories of Guam and the Virgin Islands

Texas loans must be in compliance with Texas Construction Laws. Contractor must execute the
following documents:

o

Mechanics Lien

o

Home Improvement Rider
" Residential Construction Contract Disclosure Statement
Contractors List of Sub Contractors and Suppliers

Notice of Right to Rescind Mechanic's Lien Contract

o
o

o

Assignment of Mechanics Lien Note

Texas — Appliances cannot be free-standing, they must be built-in.
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Inspections and Draw Disbursements

All renovation projects must be completed within 180 days of closing. CHOICEReno eXPress
mortgages allow for initial disbursement at closing as follows:

For contractor(s) and/or tradespersons chosen by the Borrower to complete renovations, up to 50%
of the cost of materials may be advanced to the contractor(s) and/or tradespersons.

For renovations purchased from a home improvement the contractor can receive up to 100% of the
cost of materials as long as the transaction is a No-Cash Out Refinance and meets the requirements
in the Contractor Requirements section of this document.

If the mortgage proceeds are insufficient to cover the contracted cost of the renovations, the
borrower must deposit sufficient funds to pay the remaining amount into the completion escrow
account or custodial account for renovation funds.

Permits must be obtained prior to first draw

Draw inspections, the rehabilitation escrow account, and approving the associated draws from the
account must be managed by Planet. Planet is fully responsible for authorizing draw inspections,
managing the rehabilitation escrow account, and approving the associated draws from the
account.

If 100% disbursed to Home Improvement store at closing, Planet will request final Title Update and
1004D to confirm repairs are complete and close out the rehabilitation escrow account.

Disbursements Made by Seller Prior to Purchase by Planet

The Seller has the option to disburse the initial draw at closing. Initial draws disbursed by the Seller
must be reflected on the CD.

Planet must be notified if Seller disburses draws outside of closing.

Seller must provide required documentation to support draw disbursement including Executed Draw
Request, Lien Waivers, Invoices, copy of disbursement check and other supporting documents.

A completed Renovation Escrow Validation Form to be completed prior to purchase of the loan by
Planet. A sample Renovation Escrow Validation Form is available on the Core Seller Portal at
www.phlcorrespondent.com under Forms and Resources.

LTV Ratios

See Freddie Mac CHOICERenovation Program Guidelines > "LTV Ratios" on page 204.

Loan Application

See Freddie Mac CHOICERenovation Program Guidelines > "Loan Application" on page 204.
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Maximum Loan Amount

The maximum loan amount is determined by county. See Federal Housing Finance Agency high-cost
area summary.

Maximum Renovation Cost

Purchase Transaction

The maximum financed renovation costs for CHOICEReno eXPress purchase transactions not secured
by a manufactured home cannot exceed:

B 15% of the purchase price of the subject property plus the total renovation cost or the As-
Completed Value, whichever is less for properties located in designated Duty to Serve high-
needs areas, or

B 10% of the purchase price of the subject property plus the total renovation cost or the As-
Completed Value, whichever is less for properties not located in a designated Duty to Serve
high-needs area.

No Cash-Out Refinance Transaction

The maximum financed renovation costs for CHOICEReno eXPress "no cash-out" refinance
transactions not secured by a manufactured home cannot exceed:
B 15% of the "As-Completed" value for properties located in designated Duty to Serve high-
needs areas, or
B 10% of the "As-Completed" value for properties not located in a designated Duty to Serve
high-needs area.

Manufactured Homes

The maximum financed renovation costs for CHOICEReno eXPress purchase and "no cash-out"
refinance transactions secured by a manufactured home cannot exceed the lesser of $50,000 or:
B 5% of the "As completed" value for properties located in designated Duty to Serve high-needs
areas, or
B 10% of the "As-Completed" value for properties not located in a designated Duty to Serve
high-needs area.

Minimum Loan Amount

©$40,000.00

Mortgage Insurance

See Freddie Mac CHOICERenovation Program Guidelines > "Mortgage Insurance" on page 205.
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Occupancy

Owner-Occupied
Second Home
Investment (non-owner occupied)

Plans and Specifications

The loan file must document the plans quantity, quality, and cost of work. The Seller must review
and evaluate to determine available financing. Plans and specification must be used by the
appraiser to develop their opinion of the "as completed" value of the subject property.

See "Maximum Renovation Cost" on the previous page for the allowable maximum financed
renovation costs.

Changes to Plans and Specifications

See Freddie Mac CHOICERenovation Program Guidelines > "Plans and Specifications" on page 206.

Unplanned Changes in Scope or Incomplete Work

Planet will work with the borrowers and contractors to ensure renovations are completed as
planned, within 180 days.

If unforeseen circumstances occur during the renovation work, such as property damage from a
natural or man-made disaster, or a life altering event such as death or divorce. Additional steps to
evaluate the materiality of the change to any renovations in progress.

Planet will request an updated appraisal to determine whether the changes will impact the "as
completed" value of the property, and
Notify Freddie Mac of the circumstance and request approval of the change.

Products

Amortization Type

Standard Fixed Rate: 15-, 20-, 25- and 30- year
Super Conforming Fixed Rate: 15-, 20-, and 30- year

ARMis are ineligible.

Ineligible Products/Features

o

Affordable Merit Rate® Mortgages
Energy Efficient (Green Choice)
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A-minus Mortgages

Seasoned Mortgages

Financed Permanent Buydown Mortgages

Seller-Owned Modified Mortgages and Seller-Owned Converted Mortgages
Mortgages with capitalized balances

Special Purpose Cash Out Refinance Mortgages

FHA and VA Mortgages

Section 502 GRH Mortgages

Section 184 Native American Mortgages

Freddie Mac Relief Refinance Mortgages — Same Servicer and Freddie Mac Relief Refinance
Mortgages — Open Access

Freddie Mac Enhanced Relief Refinance Mortgages
Community Land Trust Mortgages

Property Eligibility

Eligible Properties

o

o

o

1-4-unit primary residence
1 unit second home
1-unit investment properties
Single Family residence ("SFR")
Planned Unit Development ("PUD")
® Renovations must comply with all applicable project conditions, covenants and restrictions.
Warrantable Condo

B Renovations must comply with all applicable project conditions, covenants and restrictions

and have HOA approval.
Manufactured Home (°Doublewide only)

® The renovation of manufactured homes is allowed provided the improvements do not include
structural changes (such as adding a garage or other attached element).

® Fligible, non-structural improvements include but are not limited to improvements to kitchens
and bathrooms; installing energy efficient heating and cooling systems; changes to address
mobility and aging in place requirements; and installation of new windows, doors, siding, or
roofing provided these changes do not alter the structure of the unit.

B Total financed renovation costs for Manufactured Homes (purchase and refinance
transactions) must not exceed the lesser of $50,000 or 50% of the “as completed” value of the
property as determined by the appraiser.

Ineligible Properties

o

Condotels
°Co-Ops
OLeaseholds
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Manufactured homes built prior to 6/15/1976
Manufactured homes that are not real property
Mobile Homes that are Singlewide
Non-Warrantable Condos

Properties located in a 100-year flood plain
Working Farms

Property and Flood Insurance

File must evidence property insurance and flood insurance (as appliable) via policy or declaration
page. See Freddie Mac Selling Guide for complete details.

Renovation Contract

See Freddie Mac CHOICERenovation Program Guidelines > "Renovation Contract" on page 210.

Renovation Cost (Fees and Charges)

See Freddie Mac CHOICERenovation Program Guidelines > "Renovation Cost (Fees and Charges)"
on page 210.

Renovation Loan Agreement

See Freddie Mac CHOICERenovation Program Guidelines > "Renovation Loan Agreement"” on
page 211.

Renovation Time Frame

Renovation time frame is limited by the scope of work. All renovations must be completed within
180 days of the Note Date.

Subordinate Financing

Secondary financing must comply with the guideline requirements for the specific mortgage
product or offering.

Temporary Buydown

Not permitted.
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Title and Insurance Updates

A title update is required through the date the renovation was completed and must be concurrent
with the last disbursement. Planet requires a Title update per draw.

This will ensure:

The continuance of Freddie Mac's first lien priority, and
The absence of any mechanics or materialmen's liens.

Transaction Eligibility

Eligible Transactions

No Cash-Out Refinance transactions
Purchase

Ineligible Transaction

o

Any transaction without an LPA "Accept" Finding

o

Community Land Trusts
" Freddie Mac Green Choice Program

Interest-only

Lease option to purchase

Loans with tutorship lien

Properties in the "Right of Redemption Period" as applicable state law allows

Refinance transactions where the subject property is listed for sale at time of disbursement of the
new loan

Restructured mortgages that do not meet Freddie Mac guidelines

Third party originated (TPO)

Transactions where the property securing the loan is subject to a private transfer fee covenant
created on or after February 8, 2011, and fee collect does not directly benefit the property.

No Cash-Out Refinance Transactions

See Freddie Mac CHOICERenovation Program Guidelines > "Transaction Eligibility" on page 212.

CHOICERenovation Forms

Freddie Mac Renovation Homeowner Contractor Agreement — FNMA 3730
Rehabilitation Loan Agreement — FNMA 3731

Renovation Maximum Mortgage Worksheet

Investor Rider to Security Instrument (if Investment Property)
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Renovation Loan Rider to Security Instrument
Renovation Mortgage Consumer Tips (CORR288)

Texas Loans require an Attorney to prepare the closing documents. The Attorney should be
knowledgeable in Texas Law regarding renovation lending and provide the following documents in
the closing package:

Mechanic's Lien Contract and Transfer of Lien — must include verbiage to create the Mechanic's Lien
and assignment to the Lender. Amount of renovation must match final contractor estimate.

Financing Rider — to show loan proceeds that are part purchase of the property and renewal and
extension of the Mechanic's Lien Contract. If the loan is a refinance the Financing Rider will show
renewal and extension of the existing lien(s) and of the Mechanic's Lien Contract.

Rehabilitation Loan Agreement

Non-Commencement Affidavit
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Freddie Mac HomeOne Program Grid

FIXED RATE
Owner-Occupied Primary Residence
Transaction Type Units | LTV/TLTV/HTLTV123 Loan Amount Credit Score
1 97%/105%/97% See Loan Limits below | Per LPA

Purchase and No Cash-Out
2-4 Not Eligible

Reference:

1. Upto 105% TLTV allowed provided subordinate lien is an Affordable Second. Subordinate financing
that is not an Affordable Second is limited to 97% TLTV.
2. Standard 35% Mortgage Insurance coverage is required when LTV exceeds 95%.

LTV/TLTV > 95% subject to additional requirements, including refinance must pay off a Freddie Mac
owned loan. See "Transaction Types" on page 237 and refer to the Freddie Mac Selling Guide for

complete details.

Maximum Conforming Loan Limits

Units Contiguous States, District of Columbia | Alaska, Hawaii

General General

1 $806,500 $1,209,750

SeeFreddie Mac loan limits for maximum loan amounts by county/metropolitan area.

Planet Home Lending, LLC Proprietary and Confidential Page 228


https://guide.freddiemac.com/app/guide/segment/Selling
https://sf.freddiemac.com/articles/news/loan-limit-values-for-2025

'.?\

s

Chapter 5: FHLMC HomeOne

Freddie Mac HomeOne Program Guidelines

For topics not addressed in this guide, see "Freddie Mac Conforming and Super Conforming
Program Guidelines" on page 140 and Freddie Mac Selling Guide.

4506-C

See Freddie Mac Conforming and Super Conforming Program Guidelines "4506-C" on page 140.

Ability to Repay/Qualified Mortgage

Planet requires all loans to be originated and closed in compliance with Agency and Planet
guidelines. Planet will purchase owner-occupied and HUD-approved second home transactions as
follows:

“ Compliance findings validating a pass of ATR
" Compliance findings validating a pass of QM, where applicable
" Automated Underwriting System (AUS) approval, where applicable

Evidence of manual approval, where applicable

Underwriting Analysis (e.g., Final 1008/Loan Transmittal, VA Loan Analysis, FHA Transmittal
Summary)
Income Worksheet

Additionally, all disclosures and documentation required under the ATR/QM provisions of the
Dodd-Frank Act must be provided.

The Seller will comply with the verification standards of the applicable agency Seller's Guide.

“ Section 5102 through 5500 of the Freddie Mac Single-Family Seller/Servicer Guide.

Age of Documents

See Freddie Mac Conforming and Super Conforming Program Guidelines "Age of Documents" on
page 141.

Appraisals

See Freddie Mac Conforming and Super Conforming Program Guidelines "Appraisals" on
page 141.
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Assets

See Freddie Mac Conforming and Super Conforming Program Guidelines "Assets" on page 146.

Reserves

Per LPA Feedback. All reserves entered into LPA must be verified. Reserve requirements when
converting a principal residence are subject to the Freddie Mac Selling Guide.

Assumptions

Planet follows agency guidelines.

AUS

OLPA "Eligible/Accept" results required. Manual underwriting is ineligible.

Available Markets

Delegated Sellers
B planet will purchase loans underwritten and closed by the delegated Seller in all states.
Non-Delegated Sellers

B planet will purchase loans from non-delegated Sellers in all states on Freddie Mac products. All
loans require Planet underwriting approval.

Sellers must receive approval from Planet Home Lending to deliver loans with properties located in
Puerto Rico.

The U.S. territories of Guam and the Virgin Islands are ineligible regardless of delegation.

Borrower Eligibility

Eligible Borrowers

A natural person
U.S. Citizens
Permanent resident aliens:

o

® Permanent resident alien borrowers must hold an unexpired “Green Card” issued by the U.S.
Citizenship and Immigration Services (USCIS). A copy of both the front and back of the card is
required.

Non-permanent resident aliens:

® Non-permanent resident aliens are temporary residents who are eligible to live/work in the
United States for a specific period of time. Acceptable documentation of their work
authorization is:
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* An unexpired Employment Authorization Document (EAD) by the USCIS, or
* An unexpired visa. Eligible types are E-1, G series, H series, L-1A, L-1B or TN.

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

Revocable Inter Vivos Trust that meets Freddie Mac guidelines. Trusts are eligible on:
® 1 unit owner-occupied or second home only.

® A Power of Attorney is ineligible with an inter vivos trust.

All borrowers are required to have a social security number.

Ineligible Borrowers

o

Borrowers that receive Government/Public Assistance Income (Section 8 income)

o

Borrowers with diplomatic immunity
~ Borrowers with non-traditional credit

Borrowers without a social security number or a number that cannot be validated with the SSA
Foreign Nationals

Non-occupant co-borrowers and co-signers

Borrower Types

Non-Borrowing/Non-Purchasing Spouse: Generally have no ownership interest in the property
and are not liable for the debt. In community property/marital rights states, the non-borrowing
spouse does have an interest in the property and is required to execute the security instrument
and all applicable documents as determined by state law.

NOTE: Community property states: Arizona, California, Idaho, Louisiana, Nevada, New Mexico, Texas,
Washington and Wisconsin.

Chain of Title

See Freddie Mac Conforming and Super Conforming Program Guidelines "Chain of Title" on
page 153.

Credit History

Tradeline requirements per LPA Feedback Certificate.

Authorized user tradelines require underwriter review to ensure the tradelines are an accurate
reflection of the borrower's credit history.

Sellers are required to document that the borrower did not incur any new debt from the time the
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credit used to make the credit decision was pulled to the time of loan closing. Any of the following is
acceptable documentation:

B A “soft pull” credit report within 10 business days of the Note date, or

B An affidavit, signed by the borrower(s) (sample form is posted on the CORE Seller Portal at
www.phlcorrespondent.com under Forms and Resources), or

B A letter, written and signed by the borrower(s) stating no new credit was obtained.

Credit Report/Scores

Per LPA

At least one borrower on the loan must have a usable credit score as determined by LPA.

NOTE: Any debt not reported on the credit report requires documentation that it has been paid
satisfactorily for the most recent 12 months.

A tri-merged credit report is required for all borrowers.
The representative credit score is determined as follows:

B |f there are three valid scores, the middle score is used. If two of the three scores are a
duplicate, the duplicate score is used.

® |f there are two valid scores, the lower of the two is used
B |f there is one valid score, that score is used

® Borrowers with frozen credit may have no more than one national credit repository's
information frozen.

The representative score for the loan is the lowest representative score for all borrowers.

When the credit reports reflect inquiries made within the previous 90 days, the loan file must
evidence verification if new debt was granted, and the debt must be used to qualify the borrower.

" The credit report must be dated within 120 days of the Note date.

See Freddie Mac Selling Guide for complete details on Credit Reports and Scores.

Derogatory Credit

See Freddie Mac Conforming and Super Conforming Program Guidelines "Credit Report/Scores"
on page 154.

Deed/Resale Restrictions

Properties with age-related restrictions (55+ communities) are eligible subject to Freddie Mac
requirements. °All other properties subject to deed/resale restrictions are ineligible.
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DTI

Per LPA with an "Eligible/Accept" Feedback Certificate.

See Freddie Mac Conforming and Super Conforming Program Guidelines "DTI" on page 156.

Employment and Income

No income limits.
Rental Income

Rental income is permitted only for a borrower with a disability when the rental income is received
from a live-in-aide.

See Freddie Mac Conforming and Super Conforming Program Guidelines "Employment and
Income" on page 159.

Escrow/Impound Account

o

>80% LTV required unless prohibited by state law

o

<80% LTV not required; refer to rate sheet for pricing adjustment
Escrowed Flood Insurance Premiums

Escrowed flood insurance premiums are required on all loans including, but not limited to, Higher
Priced Mortgage Loans (HPML). When the subject property is in a special flood hazard area, the
Seller must provide the following:

o

Evidence that flood insurance premiums have been escrowed (regardless of any other fees and
charges associated with the loan).
Seller must use Standard Flood Hazard Determination Form (SFHDF) on all properties.

NOTE: Planet will not purchase loans with negative escrow balances.

Exclusionary List

See Freddie Mac Conforming and Super Conforming Program Guidelines "Exclusionary List" on
page 168.

Financed Properties

No limit on the number of financed properties.
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%Planet will purchase a maximum of five loans to one borrower with an aggregate loan amount
up to $2.5M.

Homeownership (CreditSmart Homebuyer U) and Landlord Education

For purchase transactions, when all borrowers are first-time homebuyers, at least one borrower
must participate in a homeownership education program.

Higher Priced and High Cost Loans

Higher priced mortgage loans (HPML) are eligible subject to the following:
B Establishment of an escrow account for taxes and insurance on primary residence
transactions, and
® | oan must meet all applicable and/or federal compliance requirements, and
® | oan must be fixed rate
High-cost loans are ineligible.

Inspections

See Freddie Mac Conforming and Super Conforming Program Guidelines "Inspections” on
page 169.

Interested Party Contributions

See Freddie Mac Conforming and Super Conforming Program Guidelines "Interested Party
Contributions" on page 169.

Mortgages — Ineligible
© A-minus

Any mortgage not secured by a single-family primary residence
FHA and VA Mortgages

Freddie Mac Home Possible

Freddie Mac Relief Refinance

Seller-Owned Modified and Seller-Owned Converted Mortgages
Financed Permanent Buydown

Seasoned Mortgages

Super Conforming Mortgages

Mortgages with capitalized balances

Section 502 GRH Mortgages

Section 184 Native American Mortgages
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Mortgage Insurance

Loans with >80% LTV require mortgage insurance and are subject to Ml guidelines.
Eligible MI products:

® Borrower Paid Mortgage Insurance (BPMI). Monthly, single or split premium are eligible. See
"Chapter 4: Mortgage Insurance" on page 22 for detailed requirements.

® | ender Paid Mortgage Insurance (LPMI). Single premium only.
Eligible Ml options:

® Non-refundable

® Refundable

® | evel/constant renewal type (as applicable)

Planet will accept mortgage insurance issued by M|l companies that are Freddie Mac approved.

Mortgage/Rental History

See Freddie Mac Conforming and Super Conforming Program Guidelines "Mortgage/Rental
History" on page 178.

Non-Arms' Length or Identity of Interest Transactions

See Freddie Mac Conforming and Super Conforming Program Guidelines "Non-ARMs' Length or
Identity of Interest Transactions" on page 178.

Occupancy

Owner-occupied
" All borrowers must occupy the subject property

Prepayment Penalty
Not permitted.
Products

Fixed Rate: 15-, 20-, 25- and 30-year term.
O°ARMs are not permitted.

o

Planet Home Lending, LLC Proprietary and Confidential Page 235



Chapter 5: FHLMC HomeOne

Property Eligibility

Eligible Properties

1-unit primary residence
Condo

PUDs

Townhouses

o

Ineligible Properties

o

2-4 units
Agricultural-type properties, farms, orchards, ranches

o

o

Builder bailout properties

Commercial property

Condo Hotels (projects managed or operated as hotel/motel, hotel/motel conversions)
Condominium conversions with characteristics of a Hotel/Motel

Cooperative projects

Incoming producing properties (e.g., adult care facilities, bed & breakfast, etc.)
Industrial zoned property

Land Trust

Manufactured homes

Mobile homes

New condominium projects in Florida without a PERS approval
Non-warrantable condominiums

Properties located in the Hawaiian Islands in lava zones one or two

Properties not suitable for year-round occupancy, regardless of location
Properties with an Assignment of Contract

Properties with problem drywall (aka Chinese drywall). Evidence of complete remediation must be
provided if property previously contained Chinese drywall.

Properties zoned for agricultural use (Texas 50 (a)(6) and Texas 50(f) loans are eligible)

Property currently in litigation (except as noted above in the Properties Eligible-Condominiums) topic
Rural property

Timeshares

Transient Housing

Unimproved/vacant land

Unique properties (geodesic domes, earth berm homes, log homes, etc.)
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Purchase Agreements Amended/Renegotiated

See Freddie Mac Conforming and Super Conforming Program Guidelines "Purchase Agreements
Amended/Renegotiated" on page 182.

Seller Contribution

See Freddie Mac Conforming and Super Conforming Program Guidelines "Interested Party
Contributions" on page 169 for Seller contribution limits.

Secondary Financing or Affordable Seconds

First Lien mortgages with secondary financing under the terms of the purchase documents are
acceptable.

See Freddie Mac Conforming and Super Conforming Program Guidelines "Transaction Eligibility"
on page 189 and the Freddie Mac Selling Guide, Chapter 4204.

Temporary Buydown

2-1 and 1-0 temporary buydown plans are permitted for HomeOne mortgages secured by 1-unit
properties, excluding manufactured homes. °3-2-1 temporary interest rate buydown is ineligible.

See Freddie Mac Conforming and Super Conforming Program Guidelines "Temporary Buydown"
on page 183 for all requirements.

Transaction Types

Eligible Transactions

Purchase
No Cash-out

Ineligible Transactions

L}

Any transaction without an LPA “Accept” Feedback Certificate
Community Land Trusts

" Freddie Mac Open Access
" High-Cost Loans

Illinois Land Trust
Interest-Only

Loans with tutorship lien

Manual underwrites
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Non-Traditional Credit

Properties in the "Right of Redemption Period" as applicable state law allows

Refinance transactions where the subject property was listed for sale at the time of loan
disbursement

Restructured mortgages that do not meet Freddie Mac guidelines

Super-Conforming loan amounts

Transactions where the property securing the loan is subject to a private transfer fee covenant
created on or after February 8, 2011, and fee collect does not directly benefit the property.

Purchase Transactions

o

Per LPA
At least one borrower must be a First-Time Homebuyer

Refinance Transactions

o

o

LTV or HTLTV ratios > 95% must be owned in whole or in part or scrutinized by Freddie Mac.

TLTV ratios > 95% with secondary financing that is not an Affordable Second must be owned in whole
or in part or scrutinized by Freddie Mac.

TLTV ratios > 95% with secondary financing that is an Affordable Second does not have to be owned
or scrutinized by Freddie Mac.

Freddie Mac Guidelines and Resources

Freddie Mac guidelines may be accessed at Freddie Mac under Access the Guide.
Additional resources are available by selecting “The Learning Center” from the menu on the left side

of the page.
The Loan Product Advisor Documentation Matrix provides information for documenting an LPA loan.
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Freddie Mac Home Possible Program Grid

FIXED RATE
Owner-Occupied Primary Residence
Transaction Type Units | LTV/TLTV/ HTLTV23 | Loan Amount! Credit Score
1 97%/105%/97%*>
Purchase and Non Cash-Out See Loan Limits below | Determined by LPA
2-4 95%/95%/95%
Super Conforming Loan Amounts
Owner-Occupied Primary Residence®
Transaction Type Units | LTV/TLTV/HTLTV23 | Loan Amount! Credit Score
1 95%/105%/95%
Purchase and Non Cash-Out 2 85%/85%/85% See Loan Limits below | Determined by LPA
3-4 80%/80%/80%

Reference:

1. Standard Conforming and High Balance Loan Limits apply.

2. TLTVis permitted up to 105% if the subordinate lien is an Affordable Second that meets Freddie Mac
requirements; otherwise, max CLTV and HTLTV is 97% for conforming loan amounts and 95% for
Super Conforming loan amounts. See Freddie Mac Selling Guide for complete details.

3. LTV/CLTV equal or less than 80% requires no minimum borrower contribution, regardless of number

of units or loan type.

4. Transactions with a non-occupant borrower permitted to a maximum LTV/TLTV of 95%.

5. Transactions with a Manufactured Home permitted to a maximum LTV/TLTV of 95%. Affordable
Seconds are permitted within these parameters.

6. Super Conforming Manufactured homes are ineligible.

Maximum Conforming Loan Limits

Contiguous States, District of Columbia, and Puerto Rico | Alaska, Hawaii
Unit Conforming Super Conforming | Conforming
1 $806,500 $1,209,750 $1,209,750
2 $1,032,650 $1,548,975 $1,548,975
3 $1,248,150 $1,872,225 $1,872,225
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4 $1,551,250 $2,326,875 $2,326,875

See Freddie Mac loan limits for maximum loan amounts by county/metropolitan area.
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Freddie Mac Home Possible Program Guidelines

For topics not addressed in this guide, see "Freddie Mac Conforming and Super Conforming
Program Guidelines" on page 140 and Freddie Mac Selling Guide.

4506-C

See Freddie Mac Conforming and Super Conforming Program Guidelines "4506-C" on page 140.

Ability to Repay/Qualified Mortgage

Planet requires all loans to be originated and closed in compliance with Agency and Planet
guidelines. Planet will purchase owner-occupied and HUD-approved second home transactions as
follows:

“ Compliance findings validating a pass of ATR
" Compliance findings validating a pass of QM, where applicable
" Automated Underwriting System (AUS) approval, where applicable

Evidence of manual approval, where applicable

Underwriting Analysis (e.g., Final 1008/Loan Transmittal, VA Loan Analysis, FHA Transmittal
Summary)
Income Worksheet

Additionally, all disclosures and documentation required under the ATR/QM provisions of the
Dodd-Frank Act must be provided.

The Seller will comply with the verification standards of the applicable agency Seller's Guide.

“ Section 5102 through 5500 of the Freddie Mac Single-Family Seller/Servicer Guide.

Age of Documents

See Freddie Mac Conforming and Super Conforming Program Guidelines "Age of Documents" on
page 141.

Appraisals

See Freddie Mac Conforming and Super Conforming Program Guidelines "Appraisals" on
page 141.
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Assets

Documentation per LPA.

o

All funds used to close the transaction must be disclosed on the 1003 and input into LPA.

The following sources of funds are permitted:

Use Permitted Sources of Funds
Minimum Borrower Contribution Borrower personal funds
Down Payment Borrower personal funds

Other eligible sources of funds

Paying down the principal balance of the Mortgage being refinanced Borrower personal funds
for a "no cash-out" refinance transaction Other eligible sources of funds

Closing Costs Borrower personal funds
Other eligible sources of funds
Flexible sources of funds

Reserves Borrower personal funds
Other eligible sources of funds

Borrower personal funds are detailed in the Freddie Mac Seller Guide. The Home Possible program
also allows for use of cash on hand, subject to the below requirements:

o

The Seller reasonably concludes, and can support, that the Borrower is a cash basis individual and
that the cash on hand is not borrowed and could be saved by the Borrower.
" The Mortgage file contains the following documents supporting the Seller's conclusion:

B A completed Freddie Mac Exhibit 23, Monthly Budget and Residual Analysis Form, or another
document containing the same information, confirming that the total monthly residual income
available for savings is a positive number.

B Copies of six months' cash receipts (e.g., rent or utility receipts) or other alternative
documentation (e.g., direct verifications or wire transfers) to verify that recurring obligations,
including the payment of revolving and installment debt, are customarily paid in cash.

® A credit report, obtained at the time of loan application. The credit report must not show
more than three Tradelines.

B Copies of three months' statements for any open revolving account that reveal cash advances
are not the source of Borrower funds. Any cash advances must be explained and documented
(i.e., a cash advance used in an emergency).

B An updated credit report obtained approximately one week before closing that does not show
any new accounts or a substantial increase to an existing account that approximates, or
exceeds, the amount of cash on hand provided by the Borrower.
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The Mortgage file must have no indication that the Borrower typically uses checking, savings or
similar accounts.

Evidence that all funds used to qualify the Borrower for the Mortgage transaction are deposited in a
financial institution or are held in an institutional escrow account prior to closing.

Other Eligible Sources of funds are detailed in the Freddie Mac Selling Guide, Section 4501.10. The
Home Possible program also allows the following additional sources:

o

A gift or grant from the Seller as the originating lender, provided that a contribution of at least 3% of
value is made from Borrower personal funds and/or other eligible sources of funds as described in
this section. The gift or grant must not be funded through the Mortgage transaction, including
differential pricing in rate, discount points, or fees for individual loans or across the Home Possible
offering.

Proceeds from an unsecured loan are allowed for purchase transactions. See Freddie Mac Selling
Guide for requirements.

OSweat equity is ineligible.
Proceeds from an Affordable Second or other secondary financing that meets the requirements in
the Freddie Mac Seller Guide. When the TLTV ratio exceeds 97%, the secondary financing
subordinated to a Home Possible Mortgage must be an Affordable Second.
Funds provided by an Agency that is affiliated with, under contract to, or financed (directly or
indirectly) by the Seller as the originating lender, when:
® The source of funds is an eligible source meeting all applicable Guide requirements.
® A contribution of at least 3% of value is made from Borrower personal funds and/or other
eligible sources of funds as described in this section; and
® The source of funds is not funded through the Mortgage transaction, including differential
pricing in rate, discount points, or fees for individual loans or across the Home Possible
offering.

Flexible sources of funds include the following:

Financing concessions
Lender credits
Proceeds from an unsecured loan from the seller as originating lender meeting the following
requirements:
® Must not contain provisions that allow or could result in negative amortization
® Must have a maturity date that:

* Does not exceed the maturity date of the Mortgage

* s atleast five years after the Note Date of the Mortgage, unless the unsecured loan is

fully amortizing

B Must have an interest rate that is no greater than the Note Rate on the Mortgage

® Must not be a cash advance from a credit card or unsecured line of credit

® Must have its source, terms and conditions documented

B |f the monthly payment of principal and interest or interest only begins on or after the 61st
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monthly payment under the First Lien Mortgage or if repayment of the loan is due only upon
sale or default, the amount of the monthly payment may be excluded from the monthly debt
payment-to-income ratio; otherwise, the required monthly payments must be included in
calculating the monthly debt payment-to-income ratio.

Reserves

Verification per LPA Feedback.

Assumptions

Planet follows agency guidelines.

AUS

OLPA "Eligible/Accept" results required. Manual underwriting is ineligible.

Available Markets

Delegated Sellers
B Planet will purchase loans underwritten and closed by the delegated Seller in all states.
Non-Delegated Sellers
® Planet will purchase loans from non-delegated Sellers in all states on Freddie Mac products. All
loans require Planet underwriting approval.
~ Sellers must receive approval from Planet Home Lending to deliver loans with properties located in
Puerto Rico.
" The U.S. territories of Guam and the Virgin Islands are ineligible regardless of delegation.

Borrower Eligibility

See Freddie Mac Conforming and Super Conforming Program Guidelines "Borrower Eligibility" on
page 151 for general borrower requirements, including Social Security Number validation, legal
presence, and eligible borrower types.

The following Borrower Eligibility requirements apply specifically to Home Possible® loans:

Non-Occupying Co-Borrowers
B permitted on 1-unit primary residences only
® At least one borrower must occupy the property
" Maximum LTV is 95%
First-Time Homebuyer Requirement
® At least one borrower must be a first-time homebuyer if using the $2,500 VLIP LLPA credit
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Borrower Types

See Freddie Mac Conforming and Super Conforming Program Guidelines "Borrower Eligibility" on
page 151.

Chain of Title

See Freddie Mac Conforming and Super Conforming Program Guidelines "Chain of Title" on
page 153.

Credit

Credit History

Tradeline requirements per LPA Feedback Certificate.

Authorized user tradelines require underwriter review to ensure the tradelines are an accurate
reflection of the borrower's credit history.

Credit Report Scores

Per LPA

At least one borrower on the loan must have a usable credit score.
" When not all the borrowers have a usable credit score, all the following applies:
® The transaction must be a purchase or no cash-out refinance mortgage

® The property securing the loan must be a 1-4 unit primary residence

NOTE: Any debt not reported on the credit report requires documentation that it has been paid
satisfactorily for the most recent 12 months.

A tri-merged credit report is required for all borrowers.
" The representative credit score is determined as follows:

B |f there are three valid scores, the middle score is used. If two of the three scores are a
duplicate, the duplicate score is used.

B |f there are two valid scores, the lower of the two is used.
B |f there is one valid score, that score is used.

® Borrowers with frozen credit may have no more than one national credit repository's
information frozen.

The representative score for the loan is the lowest representative score for all borrowers.

When the credit reports reflect inquiries made within the previous 90 days, the loan file must verify if
new debt was granted, and the debt must be used to qualify the borrower.

The credit report must be dated within 120 days of the Note date.
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Sellers are required to document that the borrower did not incur any new debt from the time the
credit used to make the credit decision was pulled to the time of loan closing. Any of the following is
acceptable documentation:

B A "soft pull" credit report within 10 business days of the Note date, or

B A debt affidavit, signed by the borrower(s) (sample form is posted on the CORE Seller Portal at
www.phlcorrespondent.com under Forms and Resources), or

A letter, written and signed by the borrower(s) stating no new credit was obtained.

See Freddie Mac Selling Guide for complete details on Credit Reports and Scores.

Derogatory Credit

See Freddie Mac Conforming and Super Conforming Program Guidelines "Derogatory Credit" on
page 155.

Deed/Resale Restrictions

See Freddie Mac Conforming and Super Conforming Program Guidelines "Deed/Resale
Restrictions" on page 155.

Down Payment

Minimum borrower contribution from the borrower's personal funds for any mortgage loan, if the
loan has an LTV/TLTV/HCLTV ratio of 80% or less, is not required.

2-4 unit properties with LTV/TLTV/HTLTV 80.01-95% requires 3% minimum borrower contribution
from the borrower's personal funds.

DTI

Per LPA with an "Eligible/Accept" Feedback Certificate.

Employment and Income

Income Limits

" The borrower's qualifying income converted to an annual basis cannot exceed 80% of the area
median income (AMI) for the location of the subject property.

" To determine whether the borrower's income exceeds the income limits, the income used to qualify
the borrower is relied on and submitted to LPA. LPA will determine the income eligibility of the
mortgage.
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Home Possible® AMI Evaluation Logic:

“ If the loan was previously submitted before May 18, 2025, and was eligible under the 2024 AMI
limits, LPA will apply the higher of the 2024 or 2025 limits on resubmission.
For new submissions or loans that were not previously eligible, the 2025 AMI limits apply.

$2,500 LLPA Credit for Very Low-Income Purchase (VLIP) Borrowers

For loans closed on or before February 1, 2026, a $2,500 loan-level price adjustment credit for very
low-income purchase borrowers (VLIP) is available to be used for down payment and closing costs.

Eligibility Requirements:
B At least one borrower on the loan must be a first-time homebuyer.
® The loan must be an eligible Home Possible purchase loan with "Accept/Eligible" LPA findings.

* °Manual underwriting is not permitted.

® The applicant(s) must have total qualifying income less than or equal to 50% of the applicable
area median income (AMI) limit for the subject property's location.
® The full $2,500 credit must be provided directly to the applicant and may be applied to:

Down payment

¢ Closing costs (including escrows and mortgage insurance premiums).

* The credit may also be used to satisfy the 3% minimum contribution from personal
funds.

Delivery Requirements:
Loans utilizing the $2,500 LLPA credit must be delivered with the following information identified on

the LPA findings:
® | oan Program ldentifier value of “Home Possible Mortgage”;
B Under the Affordable Lending and Access to Credit Messages section of the LPA will indicate if
borrower meets the AMI requirements.

Rental Income

Income from 1-unit properties may be considered stable monthly income provided it meets the
standard Freddie Mac rental income requirements or the following:
® The person providing the rental income:

* Isnot obligated on the mortgage and does not have an ownership interest in the
subject property,

* Has resided with the borrower for at least a year and will continue to do so in the new
residence,

* Provides documentation to evidence residency with the borrower (i.e., a copy of a
driver's license, bill, bank statement, etc. that show the address of that person to be the

same as the borrower's address)
Is not the borrower's spouse or domestic partner
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® Rental income from the person residing in the Mortgaged Premises:
*
+

Has been paid on time for the previous 12 months.

Can be verified by the Borrower with evidence showing receipt of regular payments of
rental income to the Borrower for at least nine of the past 12 months (i.e., copies of
canceled checks)

* Must be averaged over 12 months for qualifying purposes when fewer than 12 months
of payments are documented

* Does not exceed 30% of total income used to qualify for the Mortgage

B File must contain a written statement in the form of a signed letter or e-mail directly from the
borrower confirming:

* The source of the rental income, and
* The person providing the rental income has resided with the borrower for a past year
and intends to reside with the borrower in the new property for the foreseeable future.

Income from 2-4 unit Primary Residences may be considered stable provided it meets the Standard
rental income requirements in the Freddie Mac Selling Guide, Chapter 5306.

See Freddie Mac Conforming and Super Conforming Program Guidelines "Employment and
Income" on page 159 for additional employment and income requirements. See Freddie Mac Selling
Guide for complete income requirements.

Escrow/Impound Account

o

>80% LTV required unless prohibited by state law
<80% LTV not required; refer to rate sheet for pricing adjustment

o

Escrowed Flood Insurance Premiums

Escrowed flood insurance premiums are required on all loans including, but not limited to, Higher
Priced Mortgage Loans (HPML). When the subject property is in a special flood hazard area, the
Seller must provide the following:

o

Evidence that flood insurance premiums have been escrowed (regardless of any other fees and
charges associated with the loan).
Seller must use Standard Flood Hazard Determination Form (SFHDF) on all properties.

NOTE: Planet will not purchase loans with negative escrow balances.

Exclusionary List

See Freddie Mac Conforming and Super Conforming Program Guidelines "Exclusionary List" on
page 168.

Planet Home Lending, LLC Proprietary and Confidential Page 248


https://guide.freddiemac.com/app/guide/segment/Selling
https://guide.freddiemac.com/app/guide/segment/Selling
https://guide.freddiemac.com/app/guide/segment/Selling

; ;?\

s

Chapter 5: FHLMC Home Possible

Financed Properties

The occupying borrower(s) must not have an ownership interest in more than 2 financed
residential properties, including the subject property, as of the Note date, or the effective date of
permanent financing for construction conversion mortgages.

Oplanet will purchase a maximum of five loans to one borrower with an aggregate loan amount
up to $2.5M.

Homeownership and Landlord Education

See Freddie Mac Seller Guide Section 4501.9.

Home Ownership Education

o

Required when all occupying borrowers are first time homebuyers.

o

At least one occupying borrower must complete education prior to the Note Date (or Effective Date
of Permanent Financing for Construction Conversion and Renovation Mortgages.
Acceptable Education Sources include:
® Freddie Mac’s CreditSmart® Homebuyer U
® HUD-approved counseling agencies
® Housing finance agencies
® Mortgage insurers
® Programs meeting National Industry Standards for Homeownership Education and Counseling

Landlord Education (2-4 units)

A certificate of completion must be retained in the Mortgage file.

Purchase Transactions
B At least one qualifying borrower must complete education prior to the Note Date (or Effective
Date of Permanent Financing for Construction Conversion and Renovation mortgages).

B Education must not be provided by:

* Aninterested party to the transaction
* The originating lender
* The Seller

Refinance Transactions
® | andlord education is not required but is recommended for Borrowers who have not
previously attended a program.
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Higher-Priced and High-Cost Loans

See Freddie Mac Conforming and Super Conforming Program Guidelines "Higher-Priced and High-
Cost Loans" on page 168.

Inspections

See Freddie Mac Conforming and Super Conforming Program Guidelines "Inspections" on
page 169.

Interested Party Contributions

See Freddie Mac Conforming and Super Conforming Program Guidelines "Interested Party
Contributions" on page 169.

Manufactured Homes

See >Freddie Mac Conforming and Super Conforming Program Guidelines "\Manufactured Homes"
on page 174 and Freddie Mac Selling Guide Chapter 5703 for all Manufactured Home requirements.

Minimum Borrower Contribution/Eligible Source of Funds

Purchase Transactions:

Minimum Contribution from Borrower Personal Funds
LTV, TLTV, and HTLTV Ratios
Property Type
<80% >80% <95% >95%
1 unit N/A N/A N/A
Manufactured Homes N/A N/A N/A
2-4 Units N/A 3% N/A

Minimum Loan Amount

©$40,000.00

Planet Home Lending, LLC Proprietary and Confidential Page 250


https://guide.freddiemac.com/app/guide/segment/Selling

." @-.

b Y

Chapter 5: FHLMC Home Possible

Mortgage Insurance

Required MI Coverage
Transaction Type & Loan Terms 80.01% - 85.01% - 90.01% - 95.01% -
85% 90% 95% 97%
Fixed Rate < 20 year 6% 12% 25% 25%
Fixed Rate > 20 year and Manufactured 12% 25% 25% 25%
Homes*

*Manufactured homes are limited to a maximum 95% LTV.

Mortgage/Rental History

Per LPA

o

If delinquencies are allowed, a satisfactory explanation is required and is subject to underwriter
review

o

Current mortgage must be current for the month closing

" To verify the monthly payment amount, third-party documentation is required if the credit report
does not provide the monthly housing payment.

Evidence of verification of mortgage payment history and/or rental payment history for the 12-
month period prior to mortgage application must be included in the file.

Occupancy

o

At least one borrower must occupy the property as their primary residence.
Non-occupying borrower are permitted provided that:
® The mortgager is secured by a 1-unit property, and
B The LTVTLTV/HTLTV does not exceed 95%, and
® Fixed rate mortgages with Affordable Second mortgages are allowed up to a 105% TLTV ratio.

Prepayment Penalty
Not permitted.
Products

Fixed Rate: 15-, 20-, 25- and 30-year term.
°ARMs are not permitted.
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Property Eligibility

Eligible Properties

1-4 unit primary residence
Double-width or greater Manufactured Homes (see Freddie Mac Seller Guide for restrictions)
Properties located in designated high-cost areas

Ineligible Properties

o

o

o

Agricultural-type properties, farms, orchards, ranches

Builder bailout properties

Commercial property

Condo Hotels (projects managed or operated as hotel/motel, hotel/motel conversions)
Condominium conversions with characteristics of a hotel/motel

®Cooperative projects

Incoming producing properties (e.g. adult care facilities, bed & breakfast, etc.)
Industrial zoned property

Investment (non-owner occupied)

Land Trust

OLeaseholds

Mobile homes

New condominium projects in Florida without a PERS approval
Non-warrantable condominiums

Properties located in the Hawaiian Islands in lava zones one or two

Properties not suitable for year-round occupancy, regardless of location
Properties with an Assignment of Contract

Properties with problem drywall (aka Chinese drywall). Evidence of complete remediation must be
provided if property previously contained Chinese drywall.

Properties zoned for agricultural use (Texas 50 (a)(6) and Texas 50(f) loans are eligible)

Property currently in litigation (except as noted above in the Properties Eligible-Condominiums) topic
Rural property

Second Homes

Single-width Manufactured Homes

Purchase Agreements Amended/Renegotiated

See Freddie Mac Conforming and Super Conforming Program Guidelines "Purchase Agreements
Amended/Renegotiated" on page 182.
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Seller Contribution

See Freddie Mac Conforming and Super Conforming Program Guidelines "Interested Party
Contributions" on page 169.

Secondary Financing or Affordable Seconds

See Freddie Mac Conforming and Super Conforming Program Guidelines "Transaction Eligibility"
on page 189.

See Section 4204.1 — 4204.2 of the Freddie Mac Selling Guide for complete details.

Temporary Buydown

Eligible Buydown Types ("Limited")

o

2-1 Buydown
® Year 1: Payment calculated at 2% below the note rate.
® Year 2: Payment calculated at 1% below the note rate.
® Years 3 through maturity: Payment calculated at note rate.

o

1-0 Buydown
® Year 1: Payment calculated at 1% below the note rate.
® Years 2 through maturity: Payment calculated at note rate.

Ineligible Buydown Types

o

03-2-1 Buydown
01-1 Buydown

o

Eligible Sources

o

Borrower

o

Builder/Developer

Lender
Other Interested Parties to the Transaction

o

o

Seller
Split/Combo Contributions

Ineligible Sources

Borrower-paid lender credits from a higher rate
Excess Interested Party Contributions (IPCs)
Non-compliant lender buydowns

Unverifiable funds
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Eligible Transactions

Conforming Loans

o

Super Conforming Loans

o

Purchase Transactions

o

HomePossible

o

No Cash-Out Refinance

Ineligible Transactions
Refi Possible
Cash-Out Refinance

Amortization Type

OFixed-Rate Only

Loan Term

030-year term

Occupancy Requirements

Primary Residence

Eligible Property Types

o

SFR

Detached

Attached

PUD

Warrantable Condo

o

Ineligible Attributes

L}

Texas 50(a)(6)
Manufactured Homes

o

o

Investment Properties

o

Second Homes
OARMs

o

1-4 Unit Primary Residence

Automated Underwriting (AUS) Requirements

o

AUS Approval Required

°Manual Underwriting (UW) is Ineligible
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See Freddie Mac Conforming and Super Conforming Program Guidelines "Temporary Buydown" on
page 183 for all requirements.

Transaction Types

Eligible Transactions

o

o

o

Construction Conversion
Eligible sources of funds used to qualify the borrower for the mortgage transaction
Limited Cash-Out Refinance

Loans where the qualifying income does not exceed 80% of the area median of the property location
allowed.

Manufactured Homes with a maximum original maturity date that does not exceed the standard
manufactured terms.

Manufactured Homes with an original maturity date that does not exceed 30 years.

Mortgage where the insurance coverage levels is those used for mortgages secured by a
Manufactured home.

Purchase
RHS Leveraged seconds with a maximum 95% LTV/TLTV/HTLTV.

Ineligible Transactions

o

o

o

Affordable Merit Rate

A-minus

Community Land Trusts

Enhanced Relief

FHA/VA

Financed Permanent Buydown

Freddie Mac Open Access

Freddie Mac Relief Refinance - same servicer
High-Cost Loans

HomeOne

lllinois Land Trust

Interest-Only

Loans with tutorship lien

Mortgages with capitalized balances
Properties in the "Right of Redemption Period" as applicable state law allows

Refinance transactions where the subject property was listed for sale at the time of loan
disbursement

Relief Refinance - open access
Restructured mortgages that do not meet Freddie Mac guidelines
Seasoned
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Section 184 Native American
~ Section 502 GRH
Seller-owned Modified/Converted

Transactions where the property securing the loan is subject to a private transfer fee covenant
created on or after February 8, 2011, and fee collect does not directly benefit the property.

Non-Arms' Length or Identity of Interest Transactions

A non-ARM's length transaction is a purchase transaction where there is a relationship or business
affiliation between the buyer and seller of the property

Non-ARM's length transactions are eligible for resale properties on all occupancy types

When a non-ARMs length transaction occurs on a property that is new construction, the property
must be a primary residence only. Non-ARM's length transactions on new construction properties are
ineligible if the property is a second home or investment.

An identity of interest transaction involves parties who are not related and do not have close
personal ties. However, they have a strong interest in the transaction. Identities of interest
transactions are eligible on owner-occupied transactions; however, an additional review will be
required to ensure validity of the transaction, value, etc. Additional documentation and/or a desk
review or second appraisal may be required at underwriter discretion.

Refinance Transactions

" Per LPA

Freddie Mac Guidelines and Resources

Freddie Mac guidelines may be accessed at Freddie Mac under Access the Guide.

Additional resources are available by selecting “The Learning Center” from the menu on the left side
of the page.
The Loan Product Advisor Documentation Matrix provides information for documenting an LPA loan.
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Freddie Mac Refi Possible Program Grid

Owner-Occupied?
Fixed Rate

Transaction Type

Units | LTV3 | cLTVv2A Loan Amounts Credit Score

No Cash-Out

1 97% 97% | See Loan Limits Below Per AUS

Reference:

1. Existing loan parameters:

o

First lien mortgage owned or securitized by Freddie Mac

~ At least 12 months (no more than 120 months) seasoning required from the note date
of the existing loan to the note date of the new loan.

2. New subordinated financing is not permitted except when a junior lien is refinanced at the same time
with the first lien and there is no increase in the unpaid principal balance or the monthly principal
and interest payment of the junior lien. Existing subordinate financing may remain in place as long as
it is resubordinated to the new loan.

3. Max 95% LTV for Manufactured Housing and loans with non-occupying co-borrowers.

4. ATLTV ratio up to 105% is permitted when secondary financing is an Affordable Second (Home
Possible Only).

Maximum Conforming Loan Limits

Units Contiguous States, District of Columbia | Alaska, Hawaii
General General
1 $806,500 $1,209,750

See Freddie Mac loan limits for maximum loan amounts by county/metropolitan area.
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Freddie Mac Refi Possible Program Guidelines

For topics not addressed in this guide, see "Freddie Mac Conforming and Super Conforming
Program Guidelines" on page 140 and Freddie Mac Selling Guide.

4506-C

See Freddie Mac Conforming and Super Conforming Program Guidelines "4506-C" on page 140
for all requirements.

Ability to Repay/Qualified Mortgage

Planet requires all loans to be originated and closed in compliance with Agency and Planet
guidelines. Planet will purchase owner-occupied and HUD-approved second home transactions as
follows:

o

Compliance findings validating a pass of ATR

o

Compliance findings validating a pass of QM, where applicable
~ Automated Underwriting System (AUS) approval, where applicable

Evidence of manual approval, where applicable

Underwriting Analysis (e.g., Final 1008/Loan Transmittal, VA Loan Analysis, FHA Transmittal
Summary)

Income Worksheet

Additionally, all disclosures and documentation required under the ATR/QM provisions of the
Dodd-Frank Act must be provided.

The Seller will comply with the verification standards of the applicable agency Seller's Guide.

~ Section 5102 through 5500 of the Freddie Mac Single-Family Seller/Servicer Guide.

Age of Documents

See Freddie Mac Conforming and Super Conforming Program Guidelines "Age of Documents" on
page 141 for all requirements.

Appraisals

Standard Guide property valuation requirements for appraisal or automated collateral evaluation
apply

A $500 credit will be provided to the lender at the time the loan is purchased if an appraisal was
obtained for the transaction. The Seller must pass the credit to the borrower.

o
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See Freddie Mac Conforming and Super Conforming Program Guidelines for additional
"Appraisals" on page 141 and Appraisal Waiver requirements.

Assets

Verification of funds to close are required if they exceed $500.00.

Acceptable asset documentation includes one recent statement (monthly, quarterly, or annual)
showing asset balance.

Reserves

See Freddie Mac Conforming and Super Conforming Program Guidelines "Assets" on page 146 >
Reserves for all requirements.

AUS

LPA "Accept" results required. Manual underwriting is ineligible.

Available Markets

Delegated Sellers

B planet will purchase loans underwritten and closed by the delegated Seller in all states.
Non-Delegated Sellers

B planet will purchase loans from the non-delegated Seller in all states. All loans require Planet

underwriting approval.

Seller must receive approval from Planet Home Lending to deliver loans with properties located in
Puerto Rico.
The U.S. territories of Guam and the Virgin Islands are ineligible regardless of delegation.

Borrower Benefits

The refinanced loan must provide a reduction in the First Lien Mortgage Principal and Interest
payment, and
First Lien Mortgage must have an interest rate reduction of at least 50 bases points.

Borrower Eligibility

Existing Borrowers obligated on the Note for the Refi Possible Mortgage must be the same borrowers
obligated on the Note being refinanced
A borrower maybe removed from the Note if:
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® The file documents that the remaining borrower has been making regular payments, including
secondary payment finance for the most recent 12 months from their own funds or
® Due to death of a borrower (must be documented in the file)

o

The Refi Possible option may only be used one time per property.

Chain of Title

See Freddie Mac Conforming and Super Conforming Program Guidelines "Chain of Title" on
page 153 for all requirements.

Credit History

See Freddie Mac Conforming and Super Conforming Program Guidelines "Credit History" on
page 154 for all requirements.

Credit Report/Scores

Per AUS.

See Freddie Mac Conforming and Super Conforming Program Guidelines "Credit Report/Scores"
on page 154 for all requirements.

DTI

65% or less (includes non-occupying borrower).

See Freddie Mac Conforming and Super Conforming Program Guidelines "DTI|" on page 156 for all
requirements.

Derogatory Credit

See Freddie Mac Conforming and Super Conforming Program Guidelines "Derogatory Credit" on
page 155 for all requirements.

Employment and Income

Verbal verification of employment (employment or self-employment) is required.

Income

Income must not exceed 100% of the area median income (AMI) for the location of the subject
property.
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Qualifying income per LPA for Loan Product Advisor mortgages.
Effective for LPA submissions on or after May 18, 2025, the 2025 AMI limits apply.

Income documentation requirements:

o

Base Pay (non-variable): Year-to-date (VTD) paystub documenting the YTD earnings and 10-day pre-
closing verification of employment.

Base Pay (variable with Tip, Bonus, Overtime recent one-year period Income Commission Income):
Year-to-date (VTD) paystub documenting the YTD earnings & 10-day pre-closing verification of
employment and W2 covering the most recent one-year period.

Military Income: Military Leave and Earnings Statement

Self-employment: Complete federal individual and business income tax returns for the most recent
one-year period, and Verification of the current existence of the business through a third-party
source obtained either no more than 120 calendar days prior to Note Date or after the Note Date but
prior to the Delivery Date

Alimony, Child Support, or Separate Maintenance: Documentation to evidence receipt of the
alimony, child support and/or separate maintenance payment amount for the most recent one
months, and Copy of the signed court order, legally binding separation agreement and/or final
divorce decree verifying the payor's obligation for the previous one months, including the amount
and the duration of the obligation.

All Other Eligible Income Types: Standard Selling Guide requirements apply. Court order or equivalent
documentation, and one month documentation of receipt.

Financed Properties

Oplanet will purchase a maximum of five loans to one borrower with an aggregate loan amount
up to $2.5M.

Minimum Loan Amount

© $40,000.00

Mortgage Insurance

Required for mortgages with LTVs greater than 80%.

See Freddie Mac Conforming and Super Conforming Program Guidelines "IViortgage Insurance"
on page 177 for all requirements.

Mortgage Proceeds

Cash back to borrower must not exceed $250.
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Any remaining proceeds must be applied as principal curtailment to the mortgage such be
reflected on the Settlement/Closing Disclosure Statement.

Mortgage Seasoning

Minimum 12-month seasoning

Occupancy

Owner-occupied.

Payment History

Most recent 12 months verification required. Must meet the following requirements:

® The credit report may be used to determine if the payment history requirements have been
met through the last reported mortgage tradeline date; or

® | oan Product Advisor® (LPASM) assessment. LPA will assess payment history through the date
the mortgage tradeline was last reported on the credit report.

®  Additional due diligence. The Seller is responsible for establishing the payment history
between the date the mortgage tradeline was last reported and the note date., For example,
Sellers may check the updated tradeline information on the credit report prior to the note
date.

No 30-day delinquencies in the most recent 6 months

o

No more than 1x30 day delinquency in the most recent 12 months

o

No 1x60 day delinquencies in the most recent 12 months

Products
Fixed Rate: 10-, 15-, 20-, 25-, and 30-year term
Property Eligibility

Eligible Properties

Principal Residence
All applicable 1-unit property types.
Condo/PUD project

NOTE: A condo project evaluation is not required if the Seller represents and warrants that the subject
project is not located in a condominium hotel project and the project insurance meets Freddie Mac
minimum insurance requirements.
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See Freddie Mac Conforming and Super Conforming Program Guidelines "Property Eligibility" on
page 180 for all requirements.

Ineligible Properties

See Freddie Mac Conforming and Super Conforming Program Guidelines "Property Eligibility" on
page 180 for all requirements.

Subordinate Financing

New subordinated financing is not permitted except when a junior lien is refinanced at the same
time with the first lien and there is no increase in the unpaid principal balance or the monthly
principal and interest payment of the junior lien. Existing subordinate financing may remain in
place as long as it is resubordinated to the new loan.

Temporary Buydown

Not permitted.

Transaction Eligibility

Eligible Transactions
No Cash-Out Refinance

Ineligible Transactions

o

Cash- Out Refinance
Texas 50 (a)(6)
Super Conforming mortgages

o

o

Freddie Mac Relief Refinance mortgage

Freddie Mac Enhanced Relief Refinance mortgage
Existing Refi Possible mortgage

A mortgage subject to an outstanding repurchase request

A mortgage subject to recourse, indemnification, or another credit enhancement other than
mortgage insurance
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Home Equity Loan 2nd Lien (HELOAN) Program Grid

Fixed Rate
Occupancy Maximum LTV | Maximum CLTV | Credit Score

700+
Primary Residence 80% 85% 680-699
640-679

85% 700+

80%

Second Home 80% 680-699
N/A N/A 640-679

75% 75% 700+
Investment Property N/A N/A 680-699
N/A N/A 640-679

Reference:

1. The maximum LTV for the first lien is based on the first lien loan amount.
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Home Equity Loan 2nd Lien (HELOAN) Program Guidelines

Affidavit of Identity

Planet may require an Affidavit of Identity if a borrower signature appears incomplete or illegible.

Age of Documents

o

The credit report, asset, employment and income documentation must be dated no more than 120
days prior to the note date.
B paystubs must be dated no earlier than 60 days prior to the loan application.
An appraisal must be dated 120 days from the note date.
B |f the appraisal report is greater than 120 days from the note date, then an appraisal update is
required.
An AVM (if utilized) must be dated no more than 60 days from the note date.

o

Appraisals

Loans classified as Higher Priced Mortgage Loans (HPML) must obtain a full appraisal regardless of
the loan amount.
Loan amount <$150,000:

B Automated Valuation Model ("AVM"): > 90% confidence score, or

® A Desktop Appraisal when AVM results in a confidence score of < 90%:

* Stewart Valuation Intelligence Appraisal Desktop Interior Inspection (SVI ADII); or
* ValPRAZE Interior from Valligent.

Loan amount >$150,000:
® A full appraisal must be attained; and:

* Adequate support for the value of the Mortgaged Property

* present and future marketability of the Mortgaged Property

* Completeness and correctness of the appraisal forms and exhibits
* Applicability and timeliness of data used to determine marketability
’ Consistency, logic and accuracy of the appraisal

1004D Appraisal Update will be required if the appraisal is over 120 days old as of the note date.
~ Original appraisal cannot be greater than 12 months old as of the note date of the new 2nd lien.
B SSRs are required for the original appraisal when being used.
Appraisals must be delivered to Planet with Fannie Mae and Freddie Mac SSRs.

The Original Appraisal must be ordered from a Planet Approved provider.

o
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New Appraisals/AVMs must be ordered through one of the following Planet Approved AMCs or AVM

providers:

Approved AMCs

AAA Appraisal
Advantage

Assurant

LandMark

Snyergy Appraisal
Services

Accurate Group

Assurant Mortgage

Nations Valuation Services

The Accurate

Solutions Group
Accusured Management | Broadstreet Nationwide Appraisal Network | Tri-Serv
ACT Clarity Opteon AMC Vanguard
AMC Settlement Consolidated Analytics, OrderPro Valligent
Services Inc.
Appraisal Management | Corelogic Pro Teck VMC
Services NW
Appraisal Network Direct Valuations Solidifi Xome Valuations

Appraisal Tek

Equity Solutions

Springhouse

AppraisalMark

Equity Valuation Partners

Stewart Valuation Intelligence

Appraise Now

First American Mortgage
Solutions, LLC

SWBC

Approved AVM Providers

Clear Capital - Clear
AVM

Corelogic — Total Home
Value

Ice Mortgage Technology — ICE
CA Value AVM

Xome —
Quantarium

Appraiser Review

The appraiser must present a concise picture of the neighborhood, site, and improvements to
support the appraised value. Value must be supported by three comparable sales of a similar
nature. The sales comparison approach must adequately support the estimate of market value.

The Seller must review the following in the appraisal analysis:

o

o

marketability.

o

o

The current ownership for the subject property.

The sale or transfer history of the subject property, and comparable sales.

The appraisal report to ensure that the report is of professional quality and is prepared in a way that
is consistent with industry appraisal standards.
The subject property's acceptability as security for the mortgage requested in view of its value and
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" The sales of the subject property and the sales price trend in relation to the appraiser's opinion of
value to confirm that they are reasonable and representative of the market.

FEMA Declared Disaster

Once the federal government has declared a disaster with individual assistance (i.e., assistance to
individuals and households), FEMA issues a Disaster Notification at http://www.fema.gov/.
Inspections and re-inspections (interior disaster inspection report or Disaster Inspection Report on
appraisal form 1004D if a regular Disaster Inspection Report cannot be obtained) must be
completed on properties within a declared disaster area with individual assistance. Lender
certifications are not allowed.

Properties must have a re-inspection completed if the original appraisal was completed prior to the
disaster date. All re-inspections must be submitted on a Disaster Area Property Inspection Report
(or if work is required, a Fannie Mae Form 1004D/Freddie Mac Form 442 to confirm the repairs are
complete) and include the following:

o

A statement from the appraiser that the subject property has not sustained any damage from the
disaster.

A statement from the appraiser regarding the neighborhood conditions as they relate to disaster
damage.

A photograph of the subject property.

If property damage is found, an itemized list of the damages with repair estimates must be included.
If property damage is structural or there are other complex damages, a qualified third party must
inspect the damaged and provide evidence that the property has been satisfactorily repaired.

If a 1004D is being utilized, every effort must be made to ensure the inspection is completed by the
same appraiser who completed the original appraisal. If it is not possible to use the same
appraiser, evidence of the failed attempts to secure the appraiser for another inspection must be
documented in the loan file.

Regardless of the estimated cost to complete, all repairs must be completed prior to the loan being
cleared to close.

Report must be dated after the incident period, as defined on FEMA's website.
All damages must be repaired by licensed contractors or per local jurisdictional requirements.

Appraisal Re-Inspection

If repairs are noted on the Restricted Desktop Appraisal with Inspection Interior (ADII) from
Stewart Valuation Intelligence or a ValPRAZE Interior from Valligent, a Borrower Attestation Letter
must be completed and signed by the borrower in lieu of a 1004D. If the borrower is unable to
execute the Borrower Attestation Letter, a 1004D must be obtained.

Planet Home Lending, LLC Proprietary and Confidential Page 267


http://www.fema.gov/

."Q\

-

Chapter 5: Home Equity Loan 2" Lien (HELOAN)

Verifiable photo exhibits of the completed work and one of the following provided from the
borrower:
The signature of the qualified professional

Paid invoices for the alterations or repairs (If the borrower is not able to obtain an invoice, an
exception may be submitted to Credit Risk for review.)

Assets

Cash to Close

Evidence must be provided to determine that the borrower has sufficient funds to pay the prepaid
items, and closing costs as well as adequate additional cash reserves, if applicable.

All funds must be documented and verified. Electronic verifications are acceptable.
Bank Accounts

Bank accounts are funds included on deposit in savings accounts, checking accounts, certificate of
deposits, and money market accounts. These funds may be used for the closing costs and reserves.

Individual Accounts: Funds in the borrower's individual bank account are acceptable.

Joint Accounts: Funds held in a joint checking or joint savings account are acceptable since the
borrower has access to all funds in the account at all times.

Trust Accounts: Funds disbursed from a trust account where the borrower is the beneficiary are
acceptable if the borrower has immediate access to them. The trust manager or trustee must verify
the value of the trust account and confirm the conditions under which the borrower has access to the
funds.

Accounts that do not allow the borrower to have immediate access to the funds for the above
stated purposes may not be used as acceptable assets, including funds in accounts where the
borrower is not the beneficiary, such as custodial accounts.

Two consecutive monthly bank statements may be obtained to document the borrower's assets.
Bank statements must be dated within 60 days of application. Quarterly and annual bank
statements dated greater than 60 days and less than 90 days are acceptable with verification that
the funds are still available.

Bank statements must clearly identify:

o

Name and address of the depository or investment institution,

o

The borrower as the account holder,
" Account number,
Time period covered by the statement,

All deposits and withdrawal transactions for depository account or all purchase and sale transactions
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for a financial portfolio account, and
Ending account balance.

If a supplemental statement is necessary, any bank-generated form (such as deposit or withdrawal
slips) that shows a machine-printed account number, balance and date is acceptable.
Supplemental information must be on a bank form indicating the name of the bank or on bank
letterhead signed by a bank representative.

Bank statements may be online account or portfolio statements obtained by the borrower,
provided such are printed and the URL address is included identifying the source of information as
well as all of the other information listed above for standard bank statements or protected bank
statements retrieved online.

Any indications of borrowed funds must be reviewed. Indications of borrowed funds include:

A recently opened account,

A recently received large deposit, or

An account balance that is considerably greater than the average balance over the previous few
months.

If there is a recently opened account with a substantial balance, a discrepancy between the
average and current balances or an increase of $5,000 in an existing account, the source of funds
must be explained by the borrower and verified. If an increase greater than $5,000 is from another
account that is verified in the loan file, that account must be verified after the withdrawal to
ensure that the assets are not counted twice.

Foreign Assets

Foreign assets being used for closing costs and reserves must be held in a U.S. account prior to
closing. If the assets are derived from a sale of a foreign asset or from assets held in a foreign bank
account, the assets must be converted into United States currency by an independent third party
and placed in a United States banking institution. The sale of the foreign asset and conversion of
foreign currency must be fully documented and verified.

Retirement Accounts

Vested funds from individual retirement accounts (IRA, SEP-IRA and KEOGH) and tax-favored
retirement savings accounts (e.g., 401(k), 403(b)) may be used as the source of funds for, closing
costs, or cash reserves. The most recent retirement account statement must be provided and must
identify the borrower's vested amount and the terms.

When funds from an eligible retirement account are used for closing costs, the funds must be
withdrawn and proof of withdrawal must be provided.
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Savings Bond

United States savings bonds may be used as a source of funds for closing costs or cash reserves.
When savings bonds are being used for cash reserves, verification must include a statement from a
representative at a financial institution confirming that they have seen the bonds, listing the serial
numbers of the bonds, maturity date, type and amount of bond, and stating that the borrower is
the owner. There must be proof of the bond value.

If the assets are required for closing, proof of redemption and receipt is required.
Stocks/Bonds

The value of stocks, bonds or mutual funds must be documented by obtaining a current statement
or a copy of the stock certificate accompanied by a current dated newspaper or stick list.

If stocks and bonds are being used for reserves, only 70% of the value can be used. Stock options
and non-vested restricted stocks are not an eligible asset source for reserves.

Government bonds should be valued at the purchase price unless redemption value can be
determined and verified.

Verification of liquidation and receipt is required when the funds from the sale of stocks/bonds are
used for closing costs, or other costs.

When the stock of a privately held (not publicly traded) corporation will be used as funds for
closing costs and/ or reserves, the price per share must be validated by a CPA for the corporation.
A copy of the buy/sell agreement and verification of receipt of the funds from the sale of the stock
is required. When using the funds for reserves, only 70% of the value may be used.

o

If the privately held corporation is a source of the borrower's income, the above documentation is
required, along with verification from the accountant that the sale of the stock will not have an
adverse effect on the business or reduce the borrower's current income level.

Systematic Savings

If a borrower does not have sufficient assets to close, the loan can be underwritten subject to the
following requirements:

80% of the required assets must be documented

o

The ability of the borrower to save based on their income and debts must be documented, and
" The required assets must be documented and verified in the borrower's account prior to closing
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Trust Funds

Funds disbursed from a trust are acceptable assets with a typed copy of the trust agreement or
signed statement on letterhead from the trustee that details the following information:

o

Identifies the trustee, including name, address, telephone number and individual contact. The trustee
must be an independent party that typically handles trust accounts, such as a trust company,
financial institution, CPA, or lawyer

Identifies the borrower as the beneficiary

Shows that the borrower has access to all or certain specific amount of the funds

Evidence that the trust has the assets to disburse funds to the borrower

If the assets are required for closing, proof of receipt is required

Ineligible Assets

Sources of funds considered ineligible include, but is not limited to the following:

o

o

o

Business Funds

Bridge Loans

Cash advance on a revolving charge account or unsecured line of credit
Cash for which the source cannot be verified (e.g., garage sales)
Contribution limitations

Credit card financing

Donated funds in any form, such as cash or bonds donated by the seller, builder or selling agent
outside of approved financing contributions in the seller concession

Funds from a community second mortgage/down payment assistance program

Funds in a custodial or "in trust for" account

Gift that must be repaid in full or in part

Individual development accounts

Labor performed by the borrower (sweat equity)

Materials furnished by the borrower that are not part of a pre-closing agreement with a builder
Pooled funds

Real estate commission

Salary advance

Verification of Deposit (VOD)

A VOD as a standalone document is not acceptable. Full account statements must be provided. A
VOD issued by the depository institution may be obtained. Each VOD must clearly identify:

The name and address of the depository or investment institution
The borrower as the account holder
Account number
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Type of account

The open date

The account balance as of the date of the VOD

The average balance for the previous two months, and

In cases where average balances are not available, the most recent two months bank statements
must be provided

The VOD must be provided directly by the depository. A VOD should never be mailed to a post
office box or to an individual's attention. If the borrower indicates this is necessary, the file must
contain verification that the depository was independently contacted and verified this
requirement. The return address on the verification must be the Seller's address. The hand carrying
of verifications is strictly prohibited.

ATR

HELOANs must meet general ATR rules.

Borrower's ability to repay must be verified in accordance with the General Ability to Repay
provisions.

As a result of loan size, many HELOANSs could be classified as non-QM. These loans are eligible for
purchase with validation that the loan passes a high cost and fees test. Loans considered HPML are
eligible for purchase with a full appraisal, regardless of loan amount.

AUS

Manual underwrite only. All loans must be submitted to Planet for prior approval underwriting.

Available Markets

o

The Seller must be expressly authorized by Planet to submit loans under the Home Equity Loan 2"
Lien (HELOAN) Program. Loans may only be underwritten on a non-delegated basis.
Planet will purchase prior approved loans submitted to Planet for underwriting and closed by the
Seller. The following states and U.S. territories are ineligible:

® District of Columbia (D.C.)

® Hawaii

" Jowa

® Massachusetts

New Jersey
® New York
®  Puerto Rico
® Rhode Island
® Tennessee
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o

The following states and state-specific transactions are eligible with the following limitations:
B California:

* | oan amount must be >$50,000 for a primary residence.

* No restriction for second home and investment.
* Minimum 660 FICO.
+ Maximum 80% CLTV if FICO <720.

® Colorado:

*  Minimum 660 FICO.
* Maximum 80% CLTV if FICO <720.

B [llinois:

* |oan amount must be >$50,000 for a primary residence. No restriction for second home

and investment.
* Minimum 660 FICO.
* Maximum 80% CLTV if FICO <720.

® Minnesota

* Loan amount must be >$100,000.
® Ohio

* Loan amount must be >$35,000.

*  Minimum 660 FICO.

* Maximum 80% CLTV if FICO <720.
® Oregon

* Loan amount must be >$50,000.
® Texas

L
*

Loan amount must be >$50,000.
Loan amounts <5$50,000 may be acceptable if the allowable fees do not exceed 2% and

the loan receives a Mavent pass.

* Texas homestead properties are eligible provided the transactions comply with Texas 50

(a)(6) requirements.

Borrower Eligibility

Eligible Borrowers

All borrowers must have a valid Social Security Number
Inter Vivos Trusts
® The title of the second lien must be held in the same title as the first lien.
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Non-Permanent Resident
® One of the following must be provided:

¢ Unexpired Employment Authorization Document (EAD) issued by the United States
Citizenship and Immigration Services (USCIS).

* Oneofthe following visas: H series, L, E-1, G series or TN Visa.

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

* Avalid passport, letter from employer/sponsor and an |-94 proving work authorization.
Permanent Resident

B One of the following must be provided to document legal residency:

* Avalid and current Permanent Resident card, or
* A passport stamped "processed for I-551",

* A copy of the expired Permanent Resident card and a copy of form I-797 confirming
receipt of the application to replace expired card

U.S. Citizens

The borrower must have purchased the home at least six months prior to the note date of the new
2" jien.

Title must be in the borrower's name at the time of application for all transactions and at the time
of closing for all transactions.

Ineligible Borrowers

o

o

o

Asylum borrowers

Borrowers possessing diplomatic status.

Borrowers possessing deferred enforced departure
Borrowers possessing humanitarian parole
Borrowers possessing temporary protected status
Borrowers without a Social Security Number
Corporations, General and Limited Partnerships.
DACA

Doing Business As (DBA)

Employees, including employees of Planet Home Lending and its affiliates, and the Seller
Foreign Nationals

Investment trusts

Land Trusts (other than lllinois Land Trusts).

Life estates
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Non-occupying co-borrower, guarantor, or co-signer
Power of Attorney

Real estate syndications

Religious/Non-Profit Organization

Chain of Title

A 12-month chain of title is required for all loans. Title must include all transfers in the previous 12-
month period, including copies of all recorded deed(s). If more than one transfer in previous 12
months or property has significant increase in value since prior transfer, an appraisal addendum
addressing all transfers is required.

Credit

Minimum 640 FICO
A tri-merged credit report is required for all borrowers. Non-traditional credit reports are not
acceptable.

B A two-repository merged credit report is acceptable if that is the extent of the information
available.

The lowest middle credit score among all borrowers must be used as the qualifying score.

® |f more than one credit score is supplied from the same repository on the same credit report,
the lowest score must be used.

B When credit score are obtained from two different repositories, the lower score must be used.
If more than one credit report is obtained for the same borrower, the credit scores from the most
recent credit report must be used.
A credit score is required for all borrowers and must meet the minimum credit score requirements.
All accounts, revolving and installment, reported by the borrower on the application must be verified
on the credit report or directly by a credit reference. The current balance, current status, rating,
monthly payment amount, and payment history for the most recent 12 months must be provided.
When a new or retyped credit report is obtained, all prior credit reports must be included in the loan
file. The retyped credit report/supplement must indicate the reason and authorization for any
changes, additions and/or deletions.
The borrower must address all credit inquiries within 90 days indicated on the credit report and
indicate the reason for and result of the inquiry (i.e., was new credit obtained or not).
Sellers are required to document that the borrower did not incur any new debt from the time the
credit report was pulled to the time of loan closing.

® On all loans, Seller must either:

* Leverage Undisclosed Debt Monitoring (UDM) prior to closing, OR
* pull a credit refresh within 10 business days of the Note date.
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° Any increase in the total monthly payments of tradelines not being paid at
closing must be updated for qualifying purposes.

° Any increase in the balance of individual trade lines must be updated on the 1003
for debts paid at closing.

Consumer Credit Counseling

Borrowers must provide a satisfactory explanation for participating in consumer credit counseling.

A borrower is eligible when they are in consumer credit counseling provided all of the following are
met:

Minimum 640 credit score

Counseling was completed 24 months prior to the loan application, and
All accounts are current

Credit History

One of the following must be met:

B Minimum of three tradelines. At least one tradeline must be open and active for the past 12
months, or

® 36 months housing history, including all mortgages and rental payments.

* Acredit report reflecting housing payment or a third party VOR is acceptable.

* |fthe borrower was living rent free, a letter from the borrower's landlord reflecting the
rent-free status must be obtained.

Active tradelines are defined by the date of the last activity on the account within 6 months from the
current date. Authorized user accounts cannot be used to satisfy the above tradeline requirements
and cannot be considered in the underwriting decision.

The borrower's credit profile must be evaluated for manually underwritten loan.

The evaluation of the borrower's credit profile must be based on the entire credit history
documented in the loan file. The following factors must be considered when evaluating the
borrower's credit history:

o

Credit utilization

o

Inquiries and undisclosed liabilities

o

Number and age of accounts, and

o

Payment history
The following factors may not be used as offsets for weaknesses in the borrower's credit
reputation because they have already been considered in creating the credit score:

The absence of, or age of, derogatory information
The number/proportion of accounts paid as agreed versus delinquent
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The types of accounts paid as agreed versus the type of accounts that are delinquent
Recent paydown or consolidation of account balances by the borrower

The length of the borrower's credit history, and

Any combinations of the above factors

Derogatory Credit

The presence of significant derogatory credit dramatically increases the likelihood of a future
default and represents a significantly higher level of default risk. Examples of significant derogatory
credit include bankruptcies, deeds-in-lieu, foreclosures, and short sales.

Determine the cause and significance of the derogatory information, verify that sufficient time has
elapsed since the date of the last derogatory information and confirm that the Borrower has
reestablished an acceptable credit history (24- month lookback).

For cases where a significant derogatory event is present, the following time periods must have
elapsed:

o

o

o

Foreclosure: 7 years

Charge-Off of a Mortgage Account, Deed-in Lieu, Pre-foreclosure Sale or Short Sale: 7 years
Modified, Restructured or Short Payoff of a mortgage secured by a property other than subject: 4
years

Chapter 7, 11 or 13 Bankruptcy: 4 years from discharge or 4 years from dismissal

Multiple events are not permitted.

Derogatory credit information is not significant when it consists only of isolated late payments,
even if several accounts show sporadic late payments, provided all of the following exist:

o

o

o

o

The late payments were not recent,
The late payments did not extend beyond one month,
The number and size of delinquent accounts is not large in relation to the overall credit,

The credit history does not show multiple revolving accounts with high balances-to-limits or high
overall utilization of revolving credit, and

All other credit has been paid as agreed.

However, the derogatory information is significant if any of the following exists:

o

o

o

There are any accounts showing recent late payments (24-month lookback),

There is multiple 60- or 90-day late payments on the credit report,

The number and size of the delinquent accounts are large in relation to the overall credit (delinquent
accounts reflect an amount greater than 5% of all outstanding credit,

The credit history shows derogatory credit information within the two most recent years combined
with multiple revolving accounts with high balances-to-limits,

The public record information reveals several occurrences of derogatory credit information, including
judgments, tax liens and/or collection accounts,
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There is a bankruptcy, foreclosure, deed-in-lieu of foreclosure or short sale within the last seven
years that is disclosed on a credit report or disclosed by the borrower on the loan application or is
evidenced by other documentation contained in the loan file.

Medical collection accounts are not considered significant and can be excluded.

Disputed tradelines must be resolved by the borrower and a new credit report must be obtained.
The updated credit scores reflected on the credit report must be utilized for qualifying.

Frozen Credit

If the borrower has frozen credit, the loan is ineligible. If a borrower unfreezes their credit after the
date that the original credit report was ordered, a new credit report must be obtained to reflect
current updated information from all applicable repositories.

Non-traditional credit is not acceptable as a replacement for frozen credit.
Housing Payment History

A mortgage payment is considered current if it is paid within the month due along with any late
charges assessed for payments made beyond the 15-day grace period. A letter of explanation and
supporting documentation is required when payments are made beyond the month due.

Payment history on any property, regardless of occupancy, is considered mortgage credit. Payment
histories on all mortgage trade lines, including first and second mortgage liens, HELOCs, mobile
homes, and manufactured homes are considered mortgage credit, even if reported as an
installment loan. Loans on timeshares are considered installment loans.

Mortgage history

B 0x30x24 payment history is required, including for all real estate owned for all borrowers on
the transaction.

B A minimum of 12 months seasoning is required when the 1st lien has had a modification or
partial claim as a result of participating in the CARES ACT Forbearance Plan. The mortgage
account must have been current prior to the modification or partial claim. If the mortgage
account was not current prior to the modification or partial claim, 24 months seasoning is
required post forbearance. Any delinquency during the CARES ACT Forbearance Plan requires
24 months seasoning post forbearance.

Rental history
B A 12-month satisfactory landlord reference is required using one of the following:
* Canceled checks for the most recent 12-month period and a copy of the lease verifying
the due date,
* Credit report reference for the most recent 12-month period, or
* Verification of rent (VOR) from verifiable company.
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DTI

Maximum 50%
Debt Pay Off/ Pay Down

Pay off or pay down of debt solely to qualify must be carefully evaluated and considered in the
overall loan analysis. The borrower's history of credit use should be a factor in determining
whether the appropriate approach is to include or exclude debt for qualification.

o

Payoff of revolving debt: Allowed if the revolving account is paid off as reflected in the final
settlement statement. If the revolving account is not paid off, the debt must be included in the DTI
ratio.

Payoff of installment debt: Allowed.

Pay down of revolving debt: Not allowed.

Pay down of installment debt: Not allowed.

If debts are being paid off, the source of funds must be documented and verified. In addition,
documentation must be provided to reflect the revolving account is paid off prior to closing. The
account paid off prior to closing is not required to be closed.

If an installment debt is paid off at closing, the creditor must provide a payoff statement which
must be the same balance as the payoff amount on the settlement statement. If the payoff or pay
down of the debt will impact the borrower's ability to pay the mortgage during the months
immediately after closing the payment must be included in the DTI ratio.

Alimony, Child Support, and Maintenance Payments

When the borrower is required to pay alimony, child support, or maintenance payments under a
divorce decree, separation agreement, or any other written legal agreement, and those payments
will continue for more than 10 months, the payments must be considered in the DTl ratio, and may
not be deducted from income. Voluntary payments do not need to be taken into consideration.

One of the following is required to document the payment and the number of remaining
payments:

A copy of a written legal agreement or court decree describing the payment terms for the obligation,
the amount of the award and the period of time over which it was received, or

Any applicable state law that mandates the obligation document, which must specify the conditions
under which payments must be made.
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Bridge Loans

A bridge loan is a form of mortgage secured by the borrower's present home, which is for sale. By
using funds from this loan, the borrower can close on a new home before selling the present
home. Bridge loans must be included in the borrower's DTl ratio.

Business Debt in the Borrower's Name

When a self-employed borrower indicates that certain liabilities are paid by his or her business, it
must be confirmed that the obligation was paid from company funds and meets all of the following
requirements:

There is no history of delinquency
A minimum of 12 months evidence documenting that the debt is paid by the business account, and
The cash flow analysis of the business took the payment obligation into consideration

The payment must be included in the borrower's individual recurring monthly debt obligations if
any of the following situations exist:

o

The business does not provide sufficient evidence that the obligation was paid out of company funds.
The business provides acceptable evidence of its payment of the obligation, but the cash flow
analysis of the business does not reflect any business expense related to the obligation (such as an
interest expense - and taxes and insurance, if applicable - equal to or greater than the amount of
interest that one would reasonably expect to see given the amount of financing shown on the credit
report and the age of the loan).

o

o

It is reasonable to assume that the obligation has not been accounted for in the cash flow analysis.

o

If the account in question has a history of delinquency.

To ensure that the obligation is counted only once, adjust the net income of the business by the
amount of interest, taxes, or insurance expense, if any that relates to the subject.

Co-Signed Loans

When a borrower co-signs for a loan or mortgage to enable another party (the primary obligor) to
obtain credit, but is not actually repaying the debt, the borrower has a contingent liability.

The contingent liability must be included in the DTI ratio, unless there is documentation to
evidence the primary debtor has been making satisfactory payments for a minimum of 12
consecutive months and the account is current.

Evidence such as cancelled checks or automated account withdrawals will be accepted.
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Court-Ordered Assignment of Debt

When the borrower has an outstanding debt that was assigned to another party by a court order
(e.g., divorce decree or separation agreement), and the creditor does not release the Borrower
from liability, it may be excluded from the DTl ratio if all of the following can be documented:

Copy of the court order assigning the debt, and

o

Proof of transfer of ownership

The payment history of the debt does not need be taken into consideration after the transfer date
occurred.

Deferred Installment Debt

Loans deferred or in forbearance are required to be considered in the loan qualification. If the
credit report does not indicate the monthly amount that will be payable at the end of the
deferment period, copies of the borrower's payment letters, or forbearance must be obtained to
determine the monthly payment used for loan qualification.

Installment Debt

Installment debt that is not secured by a financial asset, including student loans, automobile loans,
timeshares, and home equity loans, must be included in the borrower's DTl ratio if there are more
than 10 months remaining. On a case-by-case basis, an installment debt with fewer than 10
monthly payments remaining should be considered as a recurring monthly debt obligation if the
payment is in excess of 10% of the borrower's monthly income.

Lease Payments

Lease payments must be included in the borrower's recurring monthly debt obligations, regardless
of the number of months remaining on the lease.

Loans Secured by Financial Assets

The borrower can use their financial assets (life insurance policies, 401(k) accounts, individual
retirement accounts, certificates of deposit, stocks, bonds, etc.) as security for a loan. The payment
on this type of loan is not required to be included in the DTl ratio provided the applicable loan
instrument shows the borrower's financial asset as collateral for the loan. If the borrower intends
to use the same asset to satisfy reserve requirements, reduce the value of the asset by the
proceeds from the secured loan and any related fees to determine whether the borrower has
sufficient reserves.
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Monthly Housing Expenses

Monthly housing expenses are required to calculate the anticipated total monthly housing
expense-to- income ratio. Housing expense-to-income ratios compare monthly housing expenses
to stable gross monthly income. Monthly housing expenses include the following:

o

Principal and Interest payments on the first mortgage loan

o

Interest payments for interest only loans
~ Subordinate financing payments on mortgages secured by the subject property
Hazard Insurance premiums

Flood Insurance premiums

Mortgage Insurance Premiums

Real estate taxes

Homeowners' Association dues

Leasehold payments

Ground rent, and

Special assessments
Mortgage Assumptions

When the borrower sells a property and the property purchaser assumes the outstanding
mortgage debt without a release or liability, the borrower has a contingent liability.

The contingent liability (PITIA) does not need to be included in the DTI ratio if verification that
property purchaser has at least a 12-month history of making regular and timely payments for the
mortgage is provided. The following documentation must be provided:

Evidence of transfer of ownership

Copy of the formal, executed assumption agreement, and

Credit report indicating that the consistent and timely payments were made for the assumed
mortgage

If timely payments for the most recent 12-month period cannot be documented, the mortgage
payment must be included in the borrower's recurring liabilities.

Other Real Estate Owned

Mortgage payments and related expenses on any non-income producing real estate must be
included in the borrower's liabilities. This includes mortgage payments and related expenses on
any property which is currently pending sale (not closing prior to subject transaction), or a
property retained as a second home or investment property. The following must be considered in
the underwriting decision:
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Aggregate net negative rental income from all rental properties, and
Current rental payment (when the borrower is currently renting and purchasing a second home or
investment). Purchase transactions are not allowed

Documentation must be obtained when qualifying the borrower with the applicable taxes, hazard
insurance, Homeowners' Association dues/fees (if applicable), and any other related expenses.

Property Settlement Buy-Out

When the borrower's interest in a property is bought-out by another co-owner of the property, the
mortgage lender may not release the borrower from liability under the mortgage, thus creating a
contingent liability. This contingent liability does not need to be included in the debt-to-income
ratio provided there is documentation to evidence the transfer of title of the property.

Revolving Charge/ Lines of Credit

Revolving charge accounts and unsecured lines of credit are open-ended and should be treated as
long- term debts and must be considered part of the borrower's recurring monthly debt
obligations. These tradelines include credit cards, department store charge cards, and personal
lines of credit.

If the credit report does not show a required minimum payment amount and there is no
supplemental documentation to support a payment of less than 5%, use 5% of the outstanding
balance as the recurring monthly debt obligation.

Student Loans

For all student loans, whether deferred, in forbearance, or in repayment (not deferred), the
greater of the following must be used to determine the monthly payment as the borrower's
recurring monthly debt obligation:

o

1% of the outstanding balance, or

" The actual documented payment (documented in the credit report, in documentation obtained from
the student loan lender, or in documentation supplied by the borrower).

If the payment currently being made cannot be documented or verified, 1% of the outstanding
balance must be used.

If the actual documented payment is less than 1% of the outstanding balance and it will fully
amortize the loan with no payment adjustments, the lower, fully amortizing monthly payment may
be used to qualify the borrower.
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Voluntary Recurring Debts

Voluntary recurring debts should generally not be considered in the underwriting analysis or
subtracted from gross income (401(k) contributions, 401(k) loans, union dues, commuting
expenses, open accounts with zero balances, federal, state, and local taxes, or other voluntary
deductions). Specific circumstances in an individual file must always be analyzed.

Employment and Income
~  Atwo-year history of employment is required, and the income must be likely to continue for three
years. Unless there is evidence that income will no longer be received, the income can be considered
likely to continue for three years.

o

If a borrower's employment history includes unemployment, the loan application must reflect at
least two years of employment. If the borrower has less than a two-year history of receiving income,
a written analysis justifying the determination that the income being used for qualification is stable is
required.

o

4506-C/Tax Transcripts are no longer required to support the income being used in qualifying.
" When paystub(s) are required, two paystubs covering the most recent 30-day period must be
obtained.
" A VVOE is required within 10-business days of the note date for wage-income borrowers, and within
30 calendar days for self-employed borrowers to verify the existence of the borrower's business.

® |f the borrower is in the military, a military Leave and Earnings Statement dated within 30

calendar days of closing is acceptable in lieu of a VVOE.
B Verification of the existence of a self-employed borrower's business must meet one of the

following:

* Verification of the existence of the borrower's business from a third party, such as a
CPA, regulatory agency, or the applicable licensing bureau.

* Verification of the listing and address for the borrower's business using a telephone
book, the internet, or directory assistance.

Employed by a Relative, Property Seller, or Real Estate Broker

A borrower employed by a family member or employed by a family-held business, property seller
or real estate broker is eligible. If employed by a relative, the business accountant must verify that
the borrower is not self-employed by indicating their percentage of interest in the business. The
accountant must be a disinterested third party.

All of the following income documentation is required:

o

Most recent paystub(s)

o

Most recent two years W-2s
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o

Most recent two years personal tax returns, and

o

Letter from disinterested CPA to validate ownership percentage
Furloughed Borrowers

Borrowers in a state with an active furlough are not eligible.
Gaps in Employment

For gaps in employment over 30 days in the past two years, an LOE must be provided by the
borrower. Borrowers who are re-entering the workforce after an extended absence may have
stable employment if the following are met:

o

The borrower has been employed in their current job for six months or more, and

o

A two-year work history prior to the absence from the workforce is documented
Alimony, Child Support and Maintenance Payments

Alimony, child support and maintenance income will be considered when based on a divorce
decree, court ordered separation agreement, court decree, or another legal agreement provided
the payment terms confirm that the income will continue for at least three years. If the age of the
child is not clearly defined, additional confirmation must be obtained to document the age of the
child and income continuance.

The borrower's regular receipt of the full payment due and any limitations on the continuance of
the alimony (duration over which the alimony is required to be paid) must be taken into
consideration. If a borrower who is separated does not have a court order that specifies alimony,
proposed or voluntary payments should not be considered as stable income.

Income may be considered stable with documentation evidencing that the borrower has been
receiving full, regular, and timely payments for the past 12 months. If the borrower has been
receiving full, regular, and timely payments for six to 12 months, the income may be used for
gualification, as long as it does not represent more than 30% of the total gross income.

Income may not be considered stable when a borrower has been receiving full, regular, and timely
payments for less than six months or has been receiving full or partial payments on an inconsistent
or sporadic basis. This income can only be used as a compensating factor.

One of the following is required:

o

A copy of a written legal agreement or court decree describing the payment terms for the child
support, the amount of the award and the period of time over which it will be received.

o

Any applicable state law that mandates child support document, which must specify the conditions
under which payments must be made.
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One of the following is required to document regular receipt of the full payment based on the
number of months of the income being to qualify:

Court records
Most recent personal tax returns with all schedules

Bank statements or deposits slips showing regular deposit of funds, or
Canceled checks

Auto Allowances and Expense Account Payments

Automobile allowances can be considered stable income if the borrower has been receiving the
income for the most recent two years. All business expenditures must be included in the
calculation of the DTl ratio.

The actual cash flow or an income-to-debt approach can be used to calculate the income.

If the borrower files an IRS Form 2106, the actual cash flow approach must be used. Any funds in
excess of the borrower's monthly expenses are added to the monthly income.

When the borrower uses IRS Form 2106 and recognized actual expenses instead of the standard
mileage rate, the actual expenses section must be reviewed to identify the borrower's actual lease
payments, and then make the appropriate adjustments.

If a borrower elected to use a standard mileage deduction instead of taking the actual cash
expenditure for auto expenses when they completed their personal tax return, an add-back can be
used for qualifying.

If the borrower does not report the allowance on IRS Form 2106, the income and debt approach
must be used. The full amount of the allowance is added to the borrower's monthly income. The
full amount of the lease or financing expenditure for the automobile must be added to the
borrower's total monthly obligations.

Bonus or Overtime
Bonus or overtime will be accepted if it has been received for at least two consecutive years.

All of the following income documentation is required:

Most recent paystub(s),
Most recent two years W-2s, and

o

Verbal verification of employment

This amount must be averaged unless declining, and then the most recent 12 months will be
averaged.
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Capital Gains and Losses

A capital gain or loss is generally a one-time transaction, and, should not be considered as either a
gain or loss in calculating income. However, if the borrower has a constant turnover of assets that
produces regular gains and losses, the capital gain or loss may be considered. If the borrower has
operated in this manner over a sustained period, an average of gains or losses can be calculated, if
the borrower provides evidence that he or she owns additional property or assets that can be sold
if extra income is needed to make future mortgage payments.

All of the following income documentation is required:

o

A minimum of the most recent two years personal tax returns with all schedules. In some cases,
additional years tax returns may be required.

o

Evidence of ownership of additional property or assets.
Commiission

Documentation must be obtained that the income has been received for the past two years. The
income must be verified from the employer that it is likely to continue. If the income is not likely to
continues, the income cannot be used for qualifying.

If the commission income represents 25% or more of the borrower's annual income, all of the
following documentation must be obtained:

o

Most recent paystub(s)

o

Most recent two years W-2s, and

o

Verbal verification of employment

If it is more than 60 days from the date of the latest personal tax return, a current paystub, W-2 or
1099 must be obtained, and the Seller confirm that current earnings support the income on the
personal tax return.

The amount must be averaged over the most recent two years. If the income is declining, the most
recent 12 months must be averaged, deducting non-reimbursed business expenses as reported on
IRS Form 2106.

For loans originated between January 1 and April 15: If the borrower has not yet filed their prior
year's personal tax return, determine if alternative documentation, including 1099s or W-2s from
the previous year, is sufficient to document the commission income. Taking into consideration
business expenses that are deducted from earnings, an average monthly net income must be
calculated for qualifying purposes. If the commission income on the paystub does not support the
commission income reported on the IRS Form 1099 or W-2s from the prior year, adjust qualifying
income accordingly.
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Foster Care Income

Foster care income may be considered acceptable if it is verified that the borrower has a minimum
two-year history of providing foster care services under a recognized state- or county-sponsored
program and is likely to continue to provide such services.

One of the following is required:

o

Letter from organization providing the income, or
Copies of deposit slips or bank statements confirming regular payments

Foster care income can be considered stable with documentation evidencing that the borrower has
been receiving the income for less than two years but at least 12 months, and the income does not
represent more than 30% of the total gross income.

Housing or Parsonage Allowance

A non-military housing or parsonage allowance can be considered qualifying income if the income
has been received for the most recent 12 months. The housing allowance may not be used to
offset the monthly housing payment.

The following documentation is required:

o

Written verification of employment, letter from employer, or paystubs reflecting the amount of the
housing or parsonage allowance,
Terms under which the housing or parsonage allowance is paid, and

o

Proof of receipt of housing allowance for most recent 12 months.
Interest and Dividend Income

A two-year average of interest and dividend income may be used to qualify if sufficient assets
remain after closing to support continuance of the interest or dividend income for at least three
years. The asset providing the interest and dividend income may not be liquidated for cash to close
unless that portion used is deducted and the interest and/or dividend amount is recalculated
based on the unused portion of the asset.

One of the following is required as evidence of sufficient assets remaining after closing to support
the continuance of the income:

o

Most recent two years personal tax returns with all schedules

o

Most recent two months personal bank statements, and

o

Most recent two years 1099s

The amount must be averaged. If the income is declining, the most recent 12 months must be
averaged.
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Military income

Military personnel may be entitled to different types of pay in addition to their base pay. Hazard or
flight pay, rations, clothing allowance, quarters allowance and proficiency pay can be counted as
income if they are verified as regular and continuing.

For reserves or national guard:

Not called to active duty
B Military reservists who have not been called to active duty may use their military reserve
income to qualify if a two-year history of receiving the income can be documented.
"~ Called to active duty
B |f one of the borrowers is on active duty or has been called to active duty after the date of the
loan application, while the loan is in process, and the borrower wants to refinance their
primary residence, which the family does not currently occupy, the borrower must comply
with the following:
+

*

The borrower must certify that the subject property is their primary residence,

The subject property must be vacant, will remain vacant and will again be the

borrower's primary residence when the temporary assignment is completed,

* The borrower must certify that they will return to the subject property as their primary

residence upon completion of the temporary assignment, and

* The borrower must provide documentation regarding the temporary assignment

(orders supporting the assignment including duration).
Non-Taxable Income

The source of the non-taxable income must be documented and verified. Documentation that can
be used for this verification includes award letters, policy agreements, account statements, or any
other documents that address the non-taxable status of the income.

If the income is verified as non-taxable, and the non-taxable income is likely to continue, the
income can be adjusted by adding 25% of the non-taxable income to the monthly income.

Note Income

Revenue received from mortgage note income can be considered for qualifying. Verification that
the income is expected to continue for at least three years is required. A copy of the mortgage
note must be obtained to document the amount, frequency, and duration of the payments.

One of the following must be obtained for the most recent two years:

Most recent personal tax returns with all schedules, or
Bank statements showing regular deposits of funds
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Permanent Disability

Disability benefit payments (social security disability insurance benefits, maternity/parental
benefits or veterans disability compensation benefits, etc.) can be treated as acceptable, stable
income, unless the terms of the disability policy specifically limit the stability or continuity of the
benefit payments. A review date on a social security award letter for disability is not considered a
defined expiration date. The borrower's current eligibility for the disability benefits must be
confirmed by obtaining a statement from the benefit's payer (insurance company, employer, or
other qualified and disinterested party).

In cases where the income does not have a defined expiration date, the income may be considered
stable, predictable, and likely to continue. The borrower is not required to provide additional
documentation evidencing continuance of the income.

Public Assistance Program

Public Assistance (e.g., Temporary Assistance for Needy Families (TANF)) may be considered as
acceptable income provided the income has been received for the last two years and is expected
to continue for the next three years.

The following documentation is required:

o

Letters or exhibits from the paying agency establishing the amount, frequency, and duration of these
payments, and

Documentation of a two-year history of receipt of income
Rental Income

Rental income for qualification purposes may be derived from one of the following sources:

o

Owner occupied property (two-to-four unit)
Investment property (one-to-four-unit), or

o

Other than subject property

Two years of tax returns reflecting rental income received and a lease agreement is required.
When multiple sources of documentation are provided to verify rental income, the lowest
calculated rental income will be used for qualifying.

Short-term rental income from single-family residences in known vacation locations is acceptable
income for investment properties. The Operating Income Statement is required. A short-term lease
agreement is not acceptable documentation. Short-term/seasonal rental income from second
homes cannot be used for qualifying.
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When rental income is not being used to qualify the borrower, the fair market rent of each
unit/property owned by the borrower must be obtained. One of the following must be obtained to
evidence fair market rent:

o

Operating Income Statement

o

Comparable Rent Schedule

o

Fair market rent letter from a realtor

o

Current fully executed lease agreement, or

o

Verbal confirmation from the borrower noted on loan application or transmittal summary

Any monthly net rental income must be added to the borrower's total monthly income. Any net
rental loss must be added to the monthly liabilities.

If total debt (PITIA) for the subject property is used in the borrower's DTl ratio (and rental income
is not being used to qualify), rental income must still be reported.

Any depreciation, interest, taxes, and insurance must be added back in the cash flow analysis
before subtracting the PITIA payment.

The monthly rental income and number of bedroom data, found on the operating income
statement, must be provided for primary residences (2-to- 4 units) and investment properties (1-
to-4 units). If the operating income statement is not required, the borrower can provide the
current or approximate projected rent for each unit, the number of bedrooms in each unit, and
note it on the transmittal summary.

Retirement, Pension, Annuity Income, and IRS Distributions

Retirement and pension income may be used to qualify provided evidence of three years
continuance of monthly annuity payment, 401(k), or IRA monthly distribution is documented.
Evidence of continuance of corporate, government, or military retirement/pension does not need
to be documented.

The following documentation is required:

o

Letters from the organizations providing the income

o

Copy of award letter
~ Most recent personal income tax returns with all schedules
Most recent 1099, or

Bank statements for the most recent two months showing deposit of funds

o

o

Royalty Payments

Income received from royalty payments is an eligible source of income for qualifying. The income
must be expected to continue for at least three years. The income must be averaged over two
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years, based on the following income documentation required:

¢ Most recent two years personal tax returns with all schedules, including the related Supplemental
Income and Loss Schedule (Schedule E), and

¢ Evidence of receipt of at least 12 months must be documented.
Seasonal Income

Seasonal part-time or seasonal second job employment may be acceptable if the borrower has
worked the job for two years. The income must be averaged over the most recent two years based
on the following documentation required:

o

Most recent paystub(s), if available

o

Most recent two years W-2s or personal tax returns with all schedules, and

o

Written confirmation from the borrower's employer that there is a reasonable expectation that the
borrower will be rehired for the next season

If the income cannot meet the above requirements, the income can only be used as a
compensating factor.

Second Job or Multiple Job Employment

A borrower must have at least two years, uninterrupted history on all second or multiple jobs in
order to include the income for qualification purposes. If this income is received for less than two
years, it may be considered as a compensating factor only.

Income will be averaged over the past 24 months. All of the following documentation is required:

Most recent paystub(s)
Most recent two years W-2s, and
Verbal verification of employment

Self-Employed

A self-employed borrower is an individual who has 25% or greater ownership interest in a business
or receives 1099s to document income. The borrower must have at least two consecutive years of
self-employment operating the same business in the same location. Self-employed borrowers
relocating to a different geographic area must document and explain the reasoning that their
income will continue at the same level at the new location.

Business funds are not an eligible source of funds for closing costs or reserves.
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A level or upward trend in earnings must be established. A significant increase in the borrower's
income requires a satisfactory explanation, and documentation must be obtained that the income
is stable and likely to continue at the level. Significant decreases in income cannot be included in
the average using a previous higher income level unless the following documentation is obtained:

A one-time occurrence prevented the borrower from working or earning full income for a period of
time
Proof that the borrower is back to the income amount that they previously earned

The following documentation is required:

o

Most recent two years personal tax returns with all schedules

o

Most recent two years business income tax returns (with exception to sole proprietorships), and

o

For corporations, "S" corporation, or partnership a YTD P&L statement and balance sheet (through
the month prior to funding)

The amount of income on the tax returns must be averaged based on the number of years that are
required. If the income is declining the most recent 12 months income must be averaged.

If any borrower on the application is self-employed and self-employment income is not being used
to qualify, the first page of the most recent tax return must be obtained to determine if there is a
meaningful business loss.

Social Security Income

Social security income can be used to qualify if there is evidence that the survivor or supplemental
payments will continue for at least three years. If the benefits have a defined expiration date,
confirm that the remaining term is at least three years from the application date and that the
income will not diminish for any reason.

Evidence of continuance for social security retirement is not required to be documented.

One of the following is required:

o

Copy of the Social Security Administration award letter
Most recent personal tax returns with all schedules
Most recent 1099s, or

Most recent two months bank statements

o
o

o

Tax Returns

Tax returns filed prior to application are acceptable for underwriting purposes. Both the original
filed return and the amended return are required. If the file was amended 60 days or less prior to
the application, evidence of payment must also be provided.

Tax returns filed after the loan application date may be acceptable when the following is obtained:
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A letter of explanation regarding the reason for the re-file

Evidence of filing

Payment and the ability to pay the tax if the check has not been canceled, and
Confirmation that borrower does not require use of amended income for qualification

The original tax return and the amended tax return must be reviewed for consistency with
previous filings to determine whether the use of the amended return is warranted. Amended tax
returns are not eligible. A copy of the original and amended tax returns must be submitted with
the exception. When using an amended return after application, the Seller must provide
justification and commentary on the transmittal summary regarding its use.

Teachers

When a borrower is employed as a teacher, the annual salary must be verified. If monthly or
weekly base pay is provided, the employer must verify the number of pay periods per year if the
payout is not clear or average the income based on the most recent W-2 over 12 months. Stipends
or supplemental income must be documented as regular and continuing.

For teacher income paid over a 10-month period and obtaining financing during the summer
months when income is not being received, the following documentation is required:

Final year-end paystub from the school
Verbal verification of employment, and

o

A copy of the fully executed, guaranteed contract with no contingencies, indicating that the borrower
is paid over a 10-month period

The income must be calculated based on the income received on the final year-end paystub.
Temporary Leave

Benefits that have a defined expiration date must have a remaining term of at least three years
from the date of the loan application in order to be used for qualifying. Leave stops being
temporary when the borrower does not intend to return to their current employer or does not
have a commitment from the current employer to return to employment.

If a borrower is currently receiving short-term disability benefits that will decrease to a lesser
amount within the next three years because they are being converted to long-term benefits, the
long-term benefits must be used as qualifying income.

During a temporary leave, a borrower income may be reduced and/or completely interrupted. The
Seller must determine that during and after temporary leave, the borrower has the capacity to
repay the mortgage and all other monthly obligations.
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If the borrower is returning to work prior to the first mortgage payment, the regular employment
that will be received prior to leave must be used to qualify.

If the borrower is returning to work after the first mortgage payment, the lesser of the leave
income or regular employment income must be used to qualify.

o

If the leave income is less than regular employment income:
® The income can be supplemented with available liquid reserves

B Total qualifying income may not exceed the gross monthly income received upon return to

work, and
B Assets required to support the payment may not be counted towards available reserves
" The following documentation is required:
B Verification of pre-leave regular income and employment history

® No evidence or information from employer indicating the borrower does not have the right to
return to work after leave period

®  Written confirmation of intent to return to work and agreed upon date of return are both
evidenced by documentation by the employer (or third-party service)

® Verbal verification of employment. The borrower is considered employed if the employer
confirms the borrower is currently on temporary leave

® Amount and duration of the borrower's temporary leave income

B Amount of regular employment income the borrower received prior to leave, and

B All available liquid assets used to supplement the reduced income for the duration of leave
must be verifiable

Tip and Gratuity Income

An average of the tip income can be used to qualify if the borrower has received it for the last two
years and it is likely to continue.

The following documentation is required:

Current paystub(s)
Most recent two years W-2s, and
Employer indication that the tip income is likely to continue

Trust Income

A copy of the trust agreement or trustee statement must be obtained as evidence that the income
will continue to be received for at least three years. The trust agreement or trustee statement
must document the following:

Total amount of designated trust funds
Terms of payment
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Duration of trust, and

o

What portion, if any, of income to the borrower is not taxable

If the trust agreement or trustee's statement does not provide the historical level of distributions,
one of the following must be provided:

Most recent personal tax returns with all schedules

o

K-1 schedule, or

o

1041 fiduciary tax returns

A borrower's trust income may be taxed at a lower rate, or it may be part of a partnership that
writes off losses, which may result in no tax liability. Trust income is reported on the 1041 fiduciary
income tax return, which includes a K-1 schedule. All beneficiaries of trust income receive IRS Form
K-1 from the trust.

Unemployment Benefits

Unemployment benefits, such as those received by seasonal workers, must have been received for
the past two years and is predictable and likely to continue. The income must be averaged of the
most recent two years based on all of the following documentation:

Most recent two years personal tax returns with all schedules, or
Income must be clearly associated with seasonal layoffs and expected to recur

Union Members

Verification of income for a union member requires all of the following documentation:

o

A VVOE from the union confirming:
® The borrower is in good standing with the union, and
® The borrower is employed by the same employer issuing paystubs and income used for
qualifying
® |f the union cannot provide confirmation, a VVOE from the current employer is required
Current paystub(s) from the present employer. If there has been more than one employer in the

current year, the last paystub from each employer will be required to adequately reflect year-to- date
earnings

Most recent two years personal tax returns with all schedules and all W-2s

The income must be averaged over the most recent 24 months. If the income has declined, the
income must be averaged over the most recent 12 months.

VA Benefits

VA benefits income can be used to qualify. Evidence of regular receipt of the income must be
obtained, and the income must be likely to continue. A letter or distribution form from the
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Veteran's Administration is required to document VA benefits income.
Wage Earner

Wage earners receive a consistent wage or salary from an employer in return for a service
rendered and have less than 25% ownership interest in the business. Compensation may be based
on an hourly, weekly, biweekly, monthly, or semimonthly basis.

All of the following income documentation is required:

Most recent two paystubs covering the most recent 30-day period must be obtained,
Most recent two years W-2s, and
Verbal verification of employment.

Escrows

An escrow account for the second lien is not permitted. An escrow account for the first lien is
permitted, but not required.

Financed Properties

Each borrower is limited to no more than five financed properties.
"~ Partial or joint ownership is considered the same as total ownership in the property.

o

Ownership applies to financed properties owned by the borrower, including any properties the
borrower owns outside of the United States.

A borrower who is obligated on a mortgage, regardless of whether they hold title to the mortgaged
property is included in this limitation.

These limitations apply to the total number of all financed properties, not to the number of
mortgages on the property.

Planet will purchase a maximum of five loans to one borrower, and up to a combined total of
$2.5M.

Insurance

Coverage must be equal to the lesser of:

The replacement cost from the property appraisal, or
The sum of the principal balance of the first lien and the second lien combined.

Planet Home Lending must be listed as the second lienholder.
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Flood Insurance

A life-of-loan flood certificate must be obtained.

Lien Eligibility Requirements

First Lien Position

Not permitted.

Senior Lien Requirements:

HELOANSs must be subordinate to an existing, qualifying first lien mortgage. The following
standards apply to the senior (first) lien:

o

o

Must be a fully amortizing loan

Repay (ATR)

Free and clear properties are not eligible for HELOAN financing
The following senior lien types are not eligible:

Interest-only loans

Balloon loans

Negative amortization loans

Reverse mortgages

Loans in active forbearance, modification, or delinquency

Second Lien Position

HELOANSs must be recorded in second lien position only.

Third Lien Position

Not Permitted.

Loan Amount

Minimum loan amount: $25,000

Maximum loan amount: $350,000

Adjustable-rate mortgages (ARMs) must be underwritten to the fully amortizing rate for Ability-to-

A purchase money first lien must be seasoned a minimum of six (6) months prior to closing
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Occupancy

Owner-Occupied
Second Home
Investment (non-owner occupied)

Prepayment Penalty

Not permitted.

Products

Fixed Rate: 15-, and 30-year fully amortizing
Property Eligibility

Eligible Properties

1-unit
| Attached
® Detached
Condominium
® Fannie Mae warrantable condominiums
B FEstablished condominium projects only
Factory Built Housing
® Modular / Prefabricated / Panelized / Sectional Housing
Manufactured Homes
® Doublewide or greater
" PUDs

Condominiums
Follow Fannie Mae Condominium requirements.

Condominium properties must be reviewed by Condo Analytics.

Factory-Built Housing: Modular, Prefabricated, Panelized, or Sectional Housing

Modular homes must be built under the Uniform Building Code (UBC) that is administered by the
state agency that is responsible for adopting and administering building code requirements for the
state in which the modular home is installed. Prefabricated, panelized, or sectional housing does
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not have to satisfy either HUD’s Federal Manufactured Home Construction and Safety Standards or
the UBC that are adopted and administered by the state in which the home is installed. The home
must conform to local building codes in the area in which it will be installed.

Modular, Prefabricated, Panelized, or Sectional Housing Requirements

Factory-built housing not built on a permanent chassis such as modular, prefabricated, panelized,
or sectional housing is not considered manufactured housing and is eligible under the guidelines
for one-unit properties. These types of properties:

Must assume the characteristics of site-built housing,

Must be legally classified as real property, and
Must conform to all local building codes in the jurisdiction in which they are permanently located.

The purchase, conveyance, and financing (or refinancing) must be evidenced by a valid and
enforceable first-lien mortgage or deed of trust that is recorded in the land records and must
represent a single real estate transaction under applicable state law.

Modular, prefabricated, panelized, or sectional housing homes are afforded the same treatment as
site-built housing. There are no minimum requirements for width, size, roof pitch, or any other
specific construction details.

Appraisal Requirements for Modular, Prefabricated, Panelized, or Sectional
Housing

There are no minimum requirements for width, size, roof pitch, or any other specific construction
detail for modular homes, or any other types of factory-built homes. Because quality can account
for large differences in the values of factory-built homes, it is important for the appraiser to
become familiar with the features that affect the quality of a factory-built home so that the
information can be included in the appraisal report if needed to support his or her opinion of
value.

Comparable Selection Requirements for Modular, Prefabricated, Panelized, or
Sectional Housing

The process of selecting comparable sales for factory-built housing is generally the same as that for
selecting comparable sales for site-built housing. The appraiser is required to address both the
marketability and comparability of modular homes and other types of factory- built housing. When
the subject property is modular, prefabricated, panelized, or sectional housing, it is not required
that one or more of the comparable sales be the same type of factory- built housing, although
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using comparable sales of similar types of homes generally enhances the reliability of the
appraiser's opinion of value. The appraiser is required to include in the appraisal report the most
appropriate comparable sales data to support his or her opinion of value for the subject property.

Manufactured Housing

o

Single-wide is ineligible. Double and triple-wide are eligible for Principal primary Residence.

o

No exceptions for Second home or Investment Properties.

o

Any dwelling unit built on a permanent chassis and attached to a permanent foundation system is a
manufactured home for purposes of these guidelines.

The manufactured home and the land on which it is situated must be titled as real property.

NOTE: Other factory-built housing (not built on a permanent chassis)—such as modular, prefabricated,
panelized, or sectional housing—is not considered manufactured housing and mortgage loans secured by
such housing are eligible under the guidelines stated in Eligibility.

General Loan Eligibility Criteria

Mortgage loans secured by manufactured homes that meet the following general criteria:

Second-lien mortgages only,
Fully amortizing fixed-rate mortgages or
Principal primary residences

Ineligible Manufactured Housing Criteria

The following are ineligible for mortgage loans secured by manufactured homes:

o

Temporary buydowns;

o

Second homes;
" Investment properties;

Singlewide Manufactured homes;

Manufactured Homes converted to storage units;

Homes located on leasehold estates.

Manufactured Housing Standards

The mortgage loan must be secured by both the manufactured home and the land on which it is
situated, and both the manufactured home and the land must be legally classified as real property
under applicable state law.
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The purchase, conveyance, and financing (or refinancing) of the land and the manufactured home
must be evidenced and secured by a single valid and enforceable note and first lien mortgage,
deed of trust or security deed that is recorded in the land records, in states where applicable state
law clearly provides for such a single lien.

Manufactured Housing Legal Considerations: Title Insurance

The mortgage must be covered under a standard real property title insurance policy that insures
that the manufactured home is part of the real property that secures the loan. American Land Title
Association® (ALTA®) Endorsement 7, 7.1, or 7.2 or any other endorsement required in the
applicable jurisdiction for manufactured homes to be treated as real property must be included in
the file.

Manufactured Housing Legal Considerations: Loan Documents
Standard Uniform Instruments to be utilized.

The security instrument must:

o

State that the manufactured home is an improvement to the land and an immovable fixture, or
include similar language as may be required by applicable law to assure, to the greatest extent
possible, that the manufactured home will be treated as real property under applicable state law. If
applicable law provides specific obligatory wording, such wording must be used; and

Include a comprehensive description of the manufactured home and the land in the property
description section.

The description must include the serial or VIN number (or the serial number or VIN for each unit if
the home is multi-width), make, model, size, and any other information that may be required by
applicable law to definitively identify the home.

NOTE: NOTE: The serial number is located on the HUD Data Plate located on the interior of the home,
usually near the electrical box. In addition, the serial number is generally cold-stamped on the frame front
cross member of each transportable section. If the HUD data plate is missing or illegible, an IBTS report is
required.

Some jurisdictions may not allow any information in the property description section of the
security instrument other than what is customary for other real property transactions. If this is the
case, then an addendum may be used, which must be attached to the security instrument and
included in the loan file.

PUDs

Attached and Detached PUDs permitted.
Attached PUDs require evidence of the master insurance policy.
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Ineligible Properties

2-4 units

Condotel

Condo rental

Cooperatives

Free and clear properties

Singlewide Manufactured homes

Mobile homes

Properties listed for sale within the most recent 12 months

Title/Vesting

Loan amounts <$150,000 must use an Owner and Encumbrance report with an attached E&O
policy or attain an Attorney Opinion Letter, where applicable, to validate title findings.

Loan amount >5150,000 must obtain a full ALTA title report.

Title must be in the borrower's name at the time of application and at the time of closing for all
transactions.

The title of the second lien must be held in the same title as the first lien.

Title must be held in fee simple or leasehold estate.

Transaction Types

Eligible Transactions

Stand-alone 2" lien

Ineligible Transactions

o

Purchase transactions
Interest Only HELOANS
Second mortgages with a simultaneous 1st lien transaction

o

o

Employee loans, including employees of Planet Home Lending and its affiliates, and the Seller
1st lien mortgages with the following terms are ineligible:
® Tax and judgement liens

* Proceeds from the subject transactions cannot be used to satisfy a tax or judgement
lien. The tax and judgement must be satisfied prior to application.
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® Mortgages with balloon terms

® Subordinate mortgages that allow negative amortization (this does not include language in the
mortgage note warning borrowers that the lack of payment may result in negative equity and
negative amortization is not a feature of the product)

® Purchase 1st liens with less than six months seasoning prior to closing
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Government

FHA Conforming and High Balance Program Grid

Purchase

100%

100%

FHA Loan Limits

. : 2 1 5
Transaction Type Units LTV CLTV Loan Amount | Credit Score
Purchase 1-4 96.50% | 96.50%
Cash-Out 1-4 80% 80%
FHA Loan Limits Per AUS
Simple Refinance3 1-4 97.75% | 97.75%
Rate/Term Refinance® 2-4 97.75% | 97.75%

Purchase 1 96.50% | 96.50%
Rate/Term Refinance® 1 97.75% | 97.75% FHA Loan Limits Per AUS
Cash-Out 1 80% 80%

Per AUS

Per AUS

Simple Refinance 1 85% 85% FHA Loan Limits

Reference:

1. Eligible conforming and high balance loan amounts can be found at: FHA Mortgage Limits.

2. There is no maximum Combined Loan-to-Value (CLTV) for secondary financing loans provided by
Governmental Entities and HUD approved Non-Profits. See "Down Payment Assistance Program" on
page 332 and "Subordinate Financing/Secondary Financing" on page 363 for additional details.

3. Simple Refinance transactions: Must be an existing FHA-insured owner-occupied primary residence.

4. Simple Refinance transaction: Must be an existing FHA-insured HUD-approved Secondary Residence;
approval by a Jurisdictional Homeowner Center (HOC) required.

5. Maximum LTV/CLTV for purchase transactions with a FICO score between 500-579 is 90%.

6. Maximum LTV for a Rate/Term refinance is limited to 85%, if the borrower has occupied the property
as their principal residence for less than 12 months prior to case number assignment.

See "FHA Streamline Conforming and High Balance Program Guidelines" on page 371.
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Complete HUD guidelines can be found at HUD Handbook 4000.1.

Mortgage Insurance Premium Factors
Mortgage Term > 15 Years
Loan Amount LTV Annual MIP | Upfront MIP | Annual MIP Assessment Period
<90% 0.50% 11 years
<$726,500 >90% <95% 0.50% Life of loan
>95% 0.55% Life of loan
1.75
<90% 0.70% 11 years
>$726,500 >90% <95% 0.70% Life of loan
>95% 0.75% Life of loan
Mortgage Term < 15 Years
Loan Amount LTV Annual MIP | Upfront MIP | Annual MIP Assessment Period
<90% 0.15% 11 years
<$726,500
>90% 0.40% Life of loan
1.75
<78% 0.15% 11 years
>$726,500 >78% 0.40% 11 years
>90% 0.65% Life of Loan
Hawaiian Home Lands (Section 247)
Loan Term in Years
<18 >18 and <22 | >22 and <25 >25
MIP Financed 2.400% 3.000% 3.600% 3.800%
MIP Not Financed | 2.344% 2.913% 3.475% 3.661%
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FHA Conforming and High Balance Program Guidelines

Planet Home Lending follows FHA HUD Handbook 4000.1 for topics not addressed in this guide.

4506-C

See FHA Handbook 4000.1, Section I.A.4 — Underwriting the Borrower Using the TOTAL Mortgage
Scorecard

o

A fully executed IRS Form 4506-C must be obtained for all borrowers whose income was used to
qualify.

Tax transcripts are not required unless there is a discrepancy in income documentation, or as
required by TOTAL Mortgage Scorecard feedback or manual underwriting.

The 4506-C must be signed at or before closing.

See Chapter 7 > "IRS Form 4506-C Requirements" on page 544 for general standards, including e-
signature and borrower consent.

Ability to Repay/Qualified Mortgage

Planet requires all loans to be originated and closed in compliance with Agency and Planet
guidelines. Planet will purchase owner-occupied and HUD-approved second home transactions as
follows:

o

Compliance findings validating a pass of ATR

o

Compliance findings validating a pass of QM, where applicable
~  Automated Underwriting System (AUS) approval, where applicable

Evidence of manual approval, where applicable

Underwriting Analysis (e.g., Final 1008/Loan Transmittal, VA Loan Analysis, FHA Transmittal
Summary)

Income Worksheet

Additionally, all disclosures and documentation required under the ATR/QM provisions of the
Dodd-Frank Act must be provided.

The Seller will comply with the verification standards of the applicable agency Seller's Guide.

Sections II.A.1 and Il.A.4-5 of the Federal Housing Administration's Single Family Housing Policy
Handbook.

Affidavit of Identity

Planet may require an Affidavit of Identity if a borrower signature appears incomplete or illegible.

Planet Home Lending, LLC Proprietary and Confidential Page 307


https://www.hud.gov/program_offices/administration/hudclips/handbooks/hsgh
https://www.hud.gov/program_offices/administration/hudclips/handbooks/hsgh
https://www.hud.gov/program_offices/administration/hudclips/handbooks/hsgh

Chapter 5: FHA Conforming and High Balance

Age of Documents

All credit and asset documentation must be < 120 days from the Note date. The appraisal is valid
for 180 days from the effective date. This policy applies to both new and existing construction.

Appraisals

Appraisals must be provided by a licensed FHA-approved appraiser.
Appraisal photos must include:
® Front and rear of the property, at opposite angles, to show all sides of the subject property.
B Additional photos are required for any improvements with contributory value that are not
captured in primary images.
® A street scene photo that includes a portion of the subject property.
B For proposed construction, the photos must include the grade of the vacant lot.

® MLS photos may be used if original photos are unavailable, with an explanation (i.e., gated
communities where access is restricted).

Comparable Sales & Market Conditions

Comparable sales for new construction:
B |f all three comparable sales are obtained from an MLS, MRIS, MRED, NTREIS, or public source
(VT/ME only), no further action is required.
® |f the comparable sales are not all obtained from the above sources, the following criteria
must be met:

* Oneofthe comparable sales must be outside the project the subject property is

located.

* Two of the comparable sales must be from sources other than the subject property

builder.

For new construction properties, the appraiser must provide a statement verifying that
the subject property’s development is being actively marketed to the public. This may
include evidence of marketing efforts such as listings on real estate websites,
newspaper advertisements, or public signage (e.g., billboards). This verification ensures
that comparable sales reflect open-market transactions rather than private or restricted
sales.

*

NOTE: The appraiser is always allowed to provide more than three comparable sales in order to
support the property value.

The subject and comparable must be appropriately identified. See HUD Handbook 4000.1 section
[ID.3.C Minimum Property Standards topic for property requirements.
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Comparable photos must include:

o

The front view of each comparable sale used.

o

Use of MLS photos to exhibit comparable condition at the time of sale are acceptable, however, the
appraiser must include their own photos to document compliance with the “Scope of Work” which
requires the appraiser to inspect each comparable sale from the street.

If rental income from an ADU is being utilized:

o

The appraiser must include a sufficient number of comparable rents to produce a credible ADU
market rent estimate.

o

The comparables used to develop the ADU market rental cannot include properties rental for hotel or
transient purposes, or for periods for less than 30 days.

o

The appraiser must include at least one comparable rental that is a single-family dwelling with a
rented ADU.
B |f a single-family dwelling with a rented ADU is not available, the appraiser must supplement
with the most appropriate rental available and summarize the reason for the selection and
how the marketability of the ADU was determined.

Appraisal must identify and address properties located within a declining market.

o

When the property is in a declining market, the appraiser is required to:

® Provide, at minimum, two comparable sales that closed within 90 days of the subject property
appraisal.

® The comparable must be as similar to the subject property as possible.
® The appraisal must include, at minimum, two active listings or pending sales.

Minimum Property Requirements

o

At minimum, Planet requires the following on all properties:
® A conventional heat source with the ability to maintain a temperature of 50° in areas of the
property where there is plumbing.
B Any broken glass is a health hazard and safety concern and must be removed and repaired.

Appraisal Validity and Updates

o

Appraisals are valid 180 days from the effective date.
~ A 30-day extension of the appraisal is allowed subject to HUD guidelines.
If the appraisal is greater than 180 days at disbursement date, an Appraisal Update may be
performed to extend the appraisal validity period prior to closing of the loan.

B The appraisal validity period is one year after the effective date of the initial appraisal report

that is being updated.

o

® A 30-day extension is not allowed when an Appraisal Update has been utilized.
® The Appraisal Update must be completed by the original appraiser.
B An Appraisal Update is not eligible if any of the following conditions apply:
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Property has declined in value

Building improvements that contribute to the value of the property cannot be seen
from the street

Exterior inspection of the property identifies deficiencies or other significant changes
that did not exist at the time of the effective date of the original appraisal

Update was ordered by a lender not identified as the intended user of the original
appraisal report, unless the appraiser includes the original report being updated as an
attachment; the original appraisal cannot just be referenced (per Advisory Opinion 3 of
USPAP).

If the appraiser is being utilized to provide evidence of completion of repair(s) or condition(s) noted
in the original appraisal report, Fannie Mae Form 1004D/Freddie Mac Form 442, Appraisal Update
and/or Completion Report, Certification of Completion must be used.

FEMA Disaster Declaration Areas

Properties located in a FEMA Disaster Declaration area will be subject to additional appraisal
requirements. See'"Chapter 8: Loan Purchasing" on page 552 for complete requirements.

Manufactured Homes

See "Manufactured Homes" on page 351 for additional requirements.

HUD REO Properties

HUD requires a new full appraisal if any of the following conditions exist:

Condition Maximum FHA Loan Amount*

1. DE underwriter determines there are material
deficiencies with the current appraisal.

2. The borrower is applying for a 203(k) loan and
an “After Improved” appraisal is required.

Based on the value of the property as
3. The sales contract was not approved within 120 | determined by the new appraisal.

days of the HUD REO appraisal's effective date.

4. The HUD ordered appraisal is no longer valid
(i.e., older than 180 days and not eligible for 30-
day extension)

5. The sales contract price is > the value of the Limited to the lesser of the:
HUD ordered appraisal and/or the “as-is” B Sales contract price, or
appraised value is not available. ® New appraised value, or

B |nitial list price of the property

NOTE: The initial list price is available on
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Condition Maximum FHA Loan Amount*

the MLS and/or through the property
listing agent.

*Subject to under requirements for down payment, financing of closing costs.

If a new appraisal is required based on the conditions above, the following applies:

o

o

o

o

The original HUD ordered appraisal may not be used to underwrite the loan

HUD will not pay for the cost of the new appraisal. The borrower may be charged for the new
appraisal as part of the borrower's closing costs

A written justification for the new appraisal is required (documentation that one of the above
conditions existed)

Copies of all appraisals of the property must be retained in the loan file.

HUD REO Property Value Guidelines

HUD's policy on establishing the market value for an REO policy is that the price should reflect the
appropriate price for a property sold in a competitive and open market and comparable should be
based on arm's length transactions.

Additionally, properties sold at market value are characterized by the following:

o

o

o

o

o

The buyer and seller are typically motivated

Both parties are knowledgeable and are acting in their own best interest
The property was on the open market for a reasonable time

Payment is made in cash or a mortgage loan

The price represents the normal consideration for the property being sold and is not affected by
special/creative financing or sales concessions granted by anyone associated with the transactions.

Comparable sales for REO properties are subject to the following:

o

o

HUD prefers that REO sales and pre-foreclosure sales are not used as comparable sales to establish
the value for the REO property being appraised. If REO sales and pre-foreclosure sales are used, the
appraiser must address their use in the appraisal report and identify the effect they have on the
market and specifically the subject property.

Properties where the transfer to a mortgagee or entity owning the mortgage loan by deed of trust
through foreclosure sale or sheriff's sale may never be used as a comparable sale (e.g., a property
that was foreclosed on by a bank or the property was seized for payment of delinquent debt, such as
property taxes and the bank or sheriff's department still has ownership of the property).
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Assets

Loans with an “Approve/Eligible” or “Accept/Eligible” finding require, at minimum, one month's most
recent bank statements (all pages). If a copy of the canceled deposit check is used to document the
source of funds, the bank statements must cover the period up to and including the date the earnest
money check cleared the bank.

Sellers who are also the depository for the borrower's account may provide a printout or other
alternative verification of the borrower's bank account assets produced directly from the bank or
credit union's system in lieu of bank statement(s).

Manually underwritten loans require 2 months bank statements.

Borrower authorized Third Party Verification (TPV) is an acceptable option per HUD Handbook
4000.1.

If the asset documents are not received in English, the Seller must provide a complete and accurate
translation for each document provided by a reputable vendor or U.S. Embassy.

Purchase transactions: Credit score of 500-579: Two months most recent bank statements required
to document 10% of the borrower own funds down payment requirement. Bank statements must be
dated for the two months prior to the loan application date. All other asset documentation
requirements must also be met.

A Verification of Deposit (VOD) is acceptable as the primary source of verification.

Verification and documentation of the deposit amount and source of funds is required, if the earnest
money:

B Exceeds 1% of the sales price, or
B Appears to be excessive based on the borrower's history of accumulated savings.
B Satisfactory documentation includes:

’ Copy of the canceled check and a copy of the bank statement showing the withdrawal
* Certification from the deposit holder acknowledging receipt of the funds, or
* Bank statements (all pages) for the most recent 2 months.

Unsecured funds are ineligible sources for assets.
Cash on hand (cash held by the borrower outside of a financial institution) is an eligible source of
funds.
® The Seller must verify that the cash on hand has been deposited into a financial institution or
held by the escrow/title company.
® The Seller must verify and document the cash on hand by obtaining a letter of explanation as
to how the funds were accumulated and the amount of time it took to accumulate the funds.
® The reasonableness of the accumulation must be determined 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.
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Sweat Equity may be an acceptable source of borrowers funds as follows:

New construction purchase transactions only, and

Builder must indicate in the sales contract, or on an addendum to the sales contract, a list of
services by the appraiser and a specific dollar amount must be assigned to the services (see
examples below), and

All work must be agreed to and performed/completed by the borrower.

Marijuana/Cannabis

Assets derived from employment in the marijuana or cannabis industry is not an eligible
source of assets, regardless of state law.

Examples:

Option 1

Buyer agrees to perform the following: Total

B prepare and paint all interior walls

B Paint exterior doors and porch railings (if applicable) $4,500.00

Option 2
Buyer agrees to perform the following: Total
® |nstall front and rear yard landscaping (sod, plants, $1,200.00
flowers)
Gift Funds

o

Gift funds are eligible for down payment, closing costs and reserve requirements if required. Excess

funds must be returned to donor.

Cash on hand is not an eligible source of gift funds.

3-4 unit properties require the borrower to have personal reserves equivalent to 3 months PITI after

closing on purchase and refinance transactions. Reserves cannot be from a gift.

A gift is acceptable if the donor is:

A relative of the borrower

Borrower's employer or labor union

A close friend with a clearly defined and documented interest in the borrower
A charitable organization

A government agency or public entity that has a program providing home ownership
assistance to low and moderate income families or first-time homebuyers.

Gift funds must be evidenced by a gift letter and it must:

Be signed by the donor and the borrower

Indicate the donors name, address, phone number, and relationship to the borrower
Include the dollar amount of the gift, and

Include a statement by the donor that no repayment of the gift funds is required.

Gift fund availability and transfer of the funds must be documented as noted below:
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® For gift funds given prior to settlement, one of the following must be obtained:

* A donor's bank statement showing the withdrawal and evidence of the deposit into the

borrower's bank account,

* A copy of the donor's canceled check and evidence of deposit into the borrower's bank

account,

A copy of the donor's withdrawal receipt and evidence of deposit into the borrower's
bank account, or

Evidence of the electronic transfer of funds from the donor's bank account to the
borrower's bank account.

B For gift funds that will be verified at settlement, one of the following must be obtained to
evidence payment to the settlement agent:

*

Evidence of electronic transfer of funds from the donor's account,
Bank certified check,

Cashier's check, or

Other official bank check.

* * #

B For gifts of land, all of the following must be obtained:

* Proof of ownership by the donor, and
* Evidence of the transfer of title to the borrower.

NOTE: When a bank statement is used to document funds, the donor may be required to document
large deposits to ensure the funds did not come from an interested third party.

FHA allows donors to borrow gift funds from any acceptable source provided the borrowers are not
obligors to any Note to secure the money borrowed for the gift. Written evidence that the funds
were borrowed from an acceptable source and not from a party to the transactions is required OR
copy of the loan document verifying the loan is in the name of the donor and borrower is not
responsible for repayment. A copy of the deposit slips verifying the deposit.

Regardless of when gift funds are made available to the borrower, it must be determined that the gift
funds were not provided by an unacceptable source and that the gift funds were the donor's own
funds.

Gift of Equity

o

Allowed from an immediate family member only. See "ldentity of Interest" on page 350 for HUD's
definition of an immediate family member.

A gift letter must be provided (see "Assets" on page 312 > Gift Funds for gift letter requirements).
The CD must indicate "gift of equity."

Reserves

TOTAL Scorecard (Approve/Eligible or Accept Findings)
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1-2 units: not required

1-unit with an Accessory Dwelling Unit: If Rental Income is being used as effective income to qualify
the borrower, reserves equivalent to 2 months' PITI after closing must be documented and verified.

3-4 units: 3 months PITI reserves

Manual Underwrites (loans downgraded or with a “Refer/Eligible” Finding)

When cash reserves are not used as a compensating factor

1-2 units: 1-month PITI reserves

1-unit with an Accessory Dwelling Unit: If Rental Income is being used as effective income to
qualify the borrower, reserves equivalent to 2 months' PITI after closing must be documented
and verified.

3-4 units: 3-months PITI reserves

When cash reserves are used as a compensating factor

B 1-2 units: 3-month PITI reserves

B 3.4 units: 6-months PITI reserves

AUS

All loans must be submitted through FHA Total Scorecard. Manual Underwriting is permitted. All
loans must be QM / Safe Harbor eligible.

NOTE: If data changes are made after the initial submission, the loan must be re-submitted to the AUS and
updated findings must be submitted with the loan package.

Loans receiving a Refer/Eligible finding requires a manual underwrite and compensating factors.

A manual downgrade is required if additional information, not considered in the Total Scorecard
affects the overall insurability or eligibility of the loan that otherwise received an Approve
recommendation.

Examples requiring a manual downgrade include, but are not limited to:

CAIVRS alert
Suspended and debarred individuals

Previous foreclosure within the past 3 years

Bankruptcy (7 or 13) within the past 2 years

Handwritten paystubs

If any mortgage loan, including HELOC payments, in the previous 12 months reflects:

*

*
+*
*

Three or more payments > 30 days late,

One or more payments > 60 days late plus one or more 30-day late payments,

One payment > 90 days late,

For purchase and no cash-out refinance, the borrower has made less than three
consecutive monthly housing payments since completion of a mortgage Forbearance
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Plan, or
* For cash-out refinance, the borrower must have made 12 consecutive monthly
mortgage payments since the completion of a mortgage forbearance plan.

NOTE: A mortgage payment is considered delinquent if it is not paid in the month due.

® A short sale or short pay-off within the previous 12 months

® Disputed, collection accounts and public records

* Amanual downgrade is not required on a disputed account if:

° The account has a zero balance, or
° Any late payments on the account are aged 24 months or more, or
° The account is current and paid as agreed.

° Non-traditional and insufficient credit histories; see Evaluating Credit History for
Manual Underwrite for guidance

®  Non-occupant co-borrower or co-signer is added to a purchase or rate/term transaction and
the occupant borrower does not have a credit score due to insufficient or non-traditional
credit history. The credit score of the non-occupant co-borrower or co-signer cannot be used
to satisfy FHA requirements so manual underwriting is required.
Compensating factors are required on all loans downgraded to a manual underwrite.
® |f the DTl exceeds 31%/43% see "Manual Underwrites and DTI Maximum" on page 336 for
complete detailed requirements.

Evaluating Credit History for Manual Underwrite

A sufficient credit history includes a minimum of 3 credit references. The credit references must be
a mix of credit types from Group | and Group Il below. While it is preferred that all the credit
references be from Group | at least 1 of the 3 references must be from Group | and the
insufficient/non-traditional credit guidelines apply.

Group | Group Il
B Housing payments (subject to additional ® |nsurance premiums that are not payroll
verification if rental payments such as 12 deducted (e.g., medical, auto life, renter's
months consecutive cancelled checks or insurance, etc.)
verification from professional property ® payment to childcare provides
management company) B School tuition
® Utility bills including: B Retail store credit cards (i.e., department,
" Gas furniture/appliances or specialty stores)
" Electric B Rent to own (furniture/appliances, or specialty
" Water stores)
® Home telephone (landline) B payment of medical bills not covered by
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Group | Group Il

® Cable insurance

B |nternet or cell phone bills

B 12-month history of savings evidenced by
regular non-payroll deducted deposits which
occurred at least quarterly with an increasing
account balance with no non-sufficient funds'
checks.

B Carlease

B Ppersonal loan with documented written
repayment terms. 12-month canceled checks
required to document payment

Manual underwrite for 203(h) allowed — see "PDMDA Mortgages — 203(h)" on page 356.

Available Markets

Delegated Sellers
Planet will purchase loans underwritten and closed by the delegated Seller in all states.
Non-Delegated Sellers

Planet will purchase loans from the non-delegated Sellers in all states on FHA products. All loans require Planet
underwriting approval.

Sellers must receive approval from Planet to deliver loans with properties located in Puerto Rico.
The U.S. territories of Guam and the Virgin Islands are ineligible regardless of delegation.

Borrower Eligibility

Eligible Borrowers

o

U.S. Citizens
Lawful Permanent:

B Borrowers with lawful permanent resident status are eligible under the same terms as U.S.
Citizens.

B Documentation must include evidence of lawful permanent residency as provided by the U.S.
Citizenship and Immigration Services (USCIS).

* A copy of both the front and back of the card is required.

Inter-vivos trusts that meet HUD guidelines.
All borrowers are required to have a social security number; a TIN is not acceptable.
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NOTE: Mortgagee Letter 2025-09, issued by the Federal Housing Administration (FHA) on March 26, 2025,
introduces significant changes to borrower eligibility, particularly concerning residency requirements. These
updates are effective for FHA case numbers assigned on or after May 25, 2025.

Non-Permanent Residents

B (Per Hud Mortgagee Letter 2025-09):

b Non-permanent resident permanent resident aliens are eligible for FHA-insured

financing if the case number is assigned on or before May 24, 2025.

* Loans meeting this criteria must be purchased by July 31, 2025.

® Non-permanent resident aliens (including DACA recipients) are eligible as follows:

* The property will be the borrower's primary residence.

Borrower has a valid Social Security number, except for those employed by the World
Bank, a foreign embassy, or equivalent employer identified by HUD.

Borrower is eligible to work in the US and provides either:

o

An Employment Authorization Document (USCIS Form |-766) showing that work
authorization status is current;

A USCIS Form 1-94, Arrival/Departure Record, evidencing H-1B status, and
evidence of employment by the authorized H-1B employer for a minimum of one
year;

Evidence of being granted refugee or asylee status by the USCIS; or

Evidence of citizenship of the Federated States of Micronesia, the Republic of the
Marshall Islands, or the Republic of Palau; and

The Borrower satisfies the same requirements, terms and conditions as those for
U.S. citizens.

If the Employment Authorization Document (USCIS Form I-766) or evidence of H-1B
status will expire within one year and a prior history of residency status renewals exists,
the Seller may assume that continuation will be granted. If there are no prior renewals,
the Seller must determine the likelihood of renewal based on information from the
employer or the USCIS. A Borrower residing in the United States by virtue of refugee or
asylee status granted by the USCIS must provide documentation:

Employment Authorization Document (USCIS Form |-766) or USCIS Form [-94
indicating refugee or asylum status, or

USCIS Form I-797 Notice of Action, indicating approval of a USCIS Form 1589,
Application for Asylum and for Withholding of Removal, substantiating the
refugee or asylee status.

o

Ineligible Borrowers

Non-Permanent Residents
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B Case numbers assigned on or after May 25, 2025, are ineligible.

B As of May 25, 2025, Individuals without lawful permanent residency status are no longer
eligible for FHA-insured loans.

Foreign Nationals

Borrowers with diplomatic immunity and International Monetary Fund (IMF) employees
Borrowers without a social security number

Borrowers currently delinquent on current mortgage payments

Borrower Types

Borrower and Co-Borrower: Owns the property and is liable for the debt. Signs all documents,
including the application, Note and Mortgage/Deed of Trust and is on title. Income, assets and
debt used in qualification.

Non-Occupant Co-Borrower: Owns the property and is liable for the debt but does not live in the
property. Signs the application, Note, Mortgage/Deed of Trust and is on title. Income, assets and
debt are used in qualification for purchase and rate/term only. Income is not considered on cash-
out transactions for qualification.

Co-Signer: Has no ownership interest in the property but is liable for the debt. Signs the application
and Note, but not the Mortgage/Deed of Trust (no ownership interest). Income assets and debt are
used in qualification.

Co-Mortgagor: Has ownership interest in the property but is not liable for the debt. Signs all
collateral documents (Mortgage/Deed of Trust, TIL & Right to Rescind, as applicable). Signature is
to subordinate their interest in the property to the lien. Income, assets and debts are not used in
qualification.

Non-Borrowing/Non Purchasing Spouse: Generally, have no ownership interest in the property
and are not liable for the debt. In community property/marital rights states the non-borrowing
spouse does have an interest in the property and is required to execute the security instrument
and all applicable documents as determined by state law.

NOTE: Community property states: Arizona, California, Idaho, Louisiana, Nevada, New Mexico, Texas,
Washington, and Wisconsin. See HUD Handbook 4000.1 for additional details on the non-purchasing
spouse.

Non-Occupying Co-Borrower

Maximum 75% LTV for 1-4 units

The 75% LTV may be exceeded up to the maximum allowable LTV on a 1-unit property only if the
non-occupant co-borrower is:

o

B Related by blood, marriage, or law (i.e., spouses, parent-child, siblings, stepchildren, aunt,
uncle, domestic partner, etc.).
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LTV's may not exceed the maximum allowable LTV if:
B A family member is selling to a non-occupying family member
® A transaction on a 2-4 unit property

® A parent is selling to a child, and the parent will be the non-occupying co- borrower, the
maximum LTV is limited to 75%.

All borrowers, regardless of occupancy status, must sign the security instrument and Note: Cosigners
do not execute the security instrument or take title, but they must sign the Note.

Non-occupant co-borrower cannot be added to a cash-out refinance transaction. A non-occupant co-
borrower may remain on the cash-out refinance if on the original transaction, however the loan will
be subject to a manual underwrite and manual underwriting guidelines.

Non-occupant borrower income may not be used to calculate ratios for manual underwrites.
Non-Purchasing Spouse

The debts of the non-purchasing spouse must be included in the borrower's qualifying ratios,
unless specifically excluded by state law, if:

Borrowers reside in a community property state, or
Property being purchased is in a community property state

NOTE: In the community property states, the credit history of the non-purchasing spouse is not considered
a reason to deny a loan, however, their obligations must be considered in the DTl unless excluded by state
law. A credit report for the non-purchasing spouse must be obtained to determine if the obligations should
be included in the DTI.

CAIVRS

CAIVRS

All borrowers must be checked against the Credit Alert Interactive Voice