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How Fannie Mae Works with HFAs Today

= 13 HFAs Selling Directly

= 21 HFAs Selling Indirect (via a
master servicer)

= HFA Preferred Product™

= Standard Guide Product also
available

@l Fannie

HFA Preferred™
Fact Sheet

Overview Fannie Mae's HFA Prefered enables eligible state Housing Finance Agencies (HFAS) to deliver
loans with up to 97% loan-to-value (LTV) ratio with low mortgage insurance coverage requirements. HFA
Preferred does not require minimum contribution from the borrower's own funds for one-unit properties and is
ideal for borrowers with limited funds for down payment and closing costs and those needing extra flexibilities
on credit, income sources, or access to special options.

-_ PARAMETER ) ___FANNIE MAE F_EQUIREMENT :
Pricing Terms No Loan Level Price Adjustments
Adverse Market Delivery Charge Due at delivery {0.25%)
Eligible Products Fully-amartizing (FA), Fixed Rate Mortgages (FRM)

induding MyCommunityMortgage® (MCM®) Mortgages
and Freddie Mac Home Possible Mortgages (with
approval):

FA-FRM: Per Selling Guide with terms greater than 15
years but not exceeding the maximum term permitted for

MyCommunityMortgage®
Eligible Occupancy Owner occupied
Eligible Purpose Purchase, limited cash out refinances
Desktop Underwriter® ( DU®) HFA Prefemed is available through DU using the

“Additional Data" screen; select "HFA Prefemred.” A DU
recommendation of Approve/Eligible is eligible for DU's
Limited Waiver of reps and warrants. Qualifying ratios,
reserves, and income requirements are determined by DU.

Maximum LTV/CLTV (DU} « One-unit: 97% / 105%
« 2-4 units: 95% / 105%

Manual Underwriting Permitted. HFA may manually underwrite an HFA
Preferred Mortgage even if such Mortgage was previously
submitted to DU

Manual Underwriting Criteria Per the requirements of the Eligibility Matrix and any other

terms required in the Selling Guide, including borrowers
with non-traditional credit,

Minimum Borrawer Contribution + One-unit: $0

+ 2-4 units: 3%
Subordinate Financing Community Seconds® only
Eligible Property Types + 1-4 unit dwellings

* Planned Unit Developments

© Octobar 2012 Farnie Mas
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HFAs Continue to Deliver 97% LTV'S

= Refer to DU Version 9.1 Release Notes
= HFASs bring other valuable attributes

= HFAs employ a careful, high-touch, mission-motivated approach
to consumers from application through the life of the loan

= Support of home buyer education
= Down payment assistance
= Maintaining strong loan performance remains essential to a

successful 97% LTV program
@%

HFAs are the only origination channel with access to 97% LTV
(Effective Nov 2013)
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Ability to Repay (ATR)

Fannie Mae ©2013

Refer to Lender Letter LL-2013-07

Qualified mortgage sold to Fannie Mae must:
= Have a fully amortizing payment (FR or ARM)

= Have a term of 30 years or less

= Points and fees not in excess of 5% of the loan amount

Examples of loans exempt from ATR:

= Investor loans
= Reverse mortgages
= HFAs and non-profits

Not Intended as Legal Advice

Lender Letter LL-2013-07
October 1. 2013
To: All Fannie Mae Single-Family Sellers
Quality Control and Additional Information Related to the Ability to Repay and
Qualified Mortgage Requirements.
At e mwecton of the Feders HOUSING FInanca Agancy (FHEA], Fannie Ma2 ana Fraome Mat have warkea
together %o fornuiate and align on certal requirements tat address the Consumer Financhl Prodection
Bureau (CFPE) flnal rule Implementing the *adlity o repay” (ATR] provisions of the Dodd-Frank Wall Strest
Refom ana Consumer Frotection AGt (Do0d-Frank ACt), Wiich amended me TRian in LEn@ng ACt (TILA)
AnnCuncement SEL-2013-06. SeRing GuAE Lpgates Rekled 1o ADIRY [0 Repay and Quatied MOmgages,
provded 2 deatied descrplon of e recuing polky changes hal were corporaled o fhe Selfng Guid,
Including the g TR Exempt Loans (summartzed below)
ATR Coverad and ATR Exempt Loans, wiih an application date on o afier January 10, 2014, must
* haue 3 ioan term nat sxsesong 30 years: and
* be afully amartizing loan, 3z defined In Reguiation
In 3Aation 19 he 1M aNd AMOEZANON FEqUIEMENts, thefe are PaiNs and Tees IMILONS.
* ATR Coversd Loans: Total points ana fees may not exceed 3% of ia 1031 10an 3maunt of such
@ferent amount In aosordance with ihe qualiied morigage (@M) provisions of Reguiation Z (12
CFR §1026.43(2)(3))
* ATR Exempt Loans: Total points and fe<e may

expeaq 5% of Me total 03 amout

N0 Change m Random and DiSCranonary SImping

In Lender Letter LL-2012-07, Fannie Mse's Qualty Conri Pracess — AJOIGR! informanon, Fanmie Mae
provided detalied Information on Fs quallty sontroi (QC) principles. process. and practoss. Under s core
performing Joan sample process and sirlegy, Fannie Mae selecls a random sample of new mongage
delveries that ensures statistisal valdity across the entirs book of business. The random sample ls augmented
Wit mseretionary sampies that focus on detectng defects that may INdiate 0ans INal Were INaligioie for
delvery to Fannle Mas because they faled to meet Fannie Mag's undenwriing and elgibilly raquirements.

Fannle Mae Is awars of fie challenges that lenders face In the Implementation of the wide range of requiatory
Fequir2ments In the DOTL-FrAnk ACE. In FEGOgNICN OF Mis, PIFUCUIGNY WItN F2Jard 10 the pONts and Tees MRS,

s 1 mwenemrg e CAIS T . Py e sematen o
A4 18 THa R SELSARSRE 308 LA LIRSARA By T R 88 AR
e Wiy oo o rfee oAtk Bl B PS8 rmay Nave o

1 agutiicnn B may B4 ek TS e B CEITY el rie s
g rrigies o s = Farrie Wsm. e, st ey weh

T s vt ey STt i P e
m g Lo Pl Puscumastisin Mowsisr, S
i et S s e Tk 8 tenast may

Fannle Mas Is not making any changes to It QC samping
TequIr2ments, of fEQUIEN3E2 IOCESSES 35 3 25U Of the new EAgRiINy requrements 3t s bme. In pacular,
Fannle Maz wil not verfTy lenders’ eaiculation of poinis and fees for ATR Coversd Loans regardng compliance
Wit the appicable QM-reiated Imitation. Afer this Iniial fransitional perlod (the duration of which s uncartain),
Fanle Mae will INcorporate 30Mional GG ME3SUres F=43tng o e new SIgtty requirsments, the 5cope ana
LMINg of Which WIE B2 aNNOUNCEd DETOTE N2y COMMENc.

Fannle Mae will comtnus s current ant-predatory lending review measures for sslected oans, Including 35 to
compiance win Fanile Mass palcy on TIGR-Cost MOMgages’ UNder e HoMe CWNership and Equity
Prot2coon Aot (HOEPA) BrOViSions of Reguiatan Z.

© 2013 Favie Man Tindarratia o Fanis Man

s G 3%y Be ALY T S80Tan G
iy Enmonany nt Rav Seen ReuS Bach 30 1l dheats o et
3% moseurs, 18 1 oo

TRuTEmETE BECITRER 1 C1-30%. LeAgR” AuS! I Caany Clerw
[yl

18 Lo Lt 4] cmdact et Azt T,

Consult Your Legal Advisor



Quality Control — At A Glance

= Fannie Mae expects our lenders to have strong quality control (QC)
practices throughout the mortgage loan life cycle.

= QC requirements and strategy as expressed in:
= Selling Guide
= Beyond the Guide
= QC Self Assessment Worksheet
= Additional online training available:
= HFI Spotlight - free interactive live web seminars

= HFI In-Depth - live virtual classroom BEY-'-O-ND
THE GUI DE
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What is HFA Preferred?

= Fannie Mae’s flagship affordable lending product available
exclusively through state Housing Finance Agencies (HFA)
= Meets the needs of low and moderate income homebuyers

= First time and other eligible homebuyers with limited funds for
down payment and closing costs

= Borrower eligibility requirements
= |[ncome Limits

= Homebuyer Education is required

= DSHA will accept any HUD approved pre-purchase
education curriculum including both face to face or online

= When utilizing DSHA SMAL down payment assistance, all
borrowers must complete the HUD Approved Homebuyer

Education Certificate.
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Product Overview

= Streamlined pricing with no LLPAs

" Upto 97% LTV and 105% CLTV (with Community Seconds™)
subject to MI company parameters

= 30 Year Fixed, Owner Occupied Purchase Transaction Only

= May not own any other real estate at the time of closing

= Flexible sources of funds for down payment and closing costs

= Homebuyer Education required; when utilizing DSHA SMAL
down payment assistance, HBE is required for all borrowers

= Manual underwriting allowed for LTV < 95% (Eligibility Matrix)

= Non-traditional forms of credit accepted
= DU Findings must result in an Approve/Eligible

HFA Preferred is a variance to our MyCommunityMortgage (MCM) product, refer to the MCM
sections of the Selling Guide (refer to section B5-6) when reviewing Fannie Mae’s eligibility
and underwriting requirements.

*This report is based on terms and conditions in the Fannie Mae Selling Guide which may change from time to time.
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MI Coverage

Charter minimum on Standard Guide Loans MI Structures Permitted
(Per Selling Guide*)

HFA Preferred Coverage
Offering

*18% - 95.01-97% LTV | =85%—95-04-979%+Fw* | - Borrower Paid MI Monthly or

Upfront and Split Premium
*16% - 90.01-95% LTV *30% - 90.01-95% LTV :
« Seller Paid

*12% - 85.01-90% LTV | +25% - 85.01-90% LTV - Financed Single Premium
* 6% - 80.01-85% LTV *12% - 80.01-85% LTV (97% Max LTV)

*Refer to Selling Guide Section: B7-1
**Standard Guide product for 95.01% - 97% LTV is no longer accepted by Fannie Mae

Multiple Ml options with low mortgage insurance coverage requirements
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Borrower Payment

$1250.00

$1200.00

$1150.00

Borrower
Payment:
$1,207
$1100.00
1.75%
Upfront MIP
$1050.00 1.35%
Annual Ml

x
)
c
(B)
£
>
@©
ol
=
ol
=
=
c
o
=

$1000.00

$950.00
FHA

96.5% LTV

Assumptions: $155,000 Sales Price, 720 FICO,

Borrower
Payment: $1,149

0.00%
Upfront MI

.60%
Annual Mi

HFA Preferred

97% LTV
Monthly MI

M = Borrower Payment Savings vs. FHA

B = HFA Preferred Payment

Borrower
Payment: $1,099

1.25%
Upfront MI

0.26%
Annual Mi

HFA Preferred

96% LTV
Split Premium

Borrower
Payment: $1,074

0.00%
Upfront MI

0.00%
Annual Mi

HFA Preferred

97% LTV
Seller Paid Ml

FHA rate: 3.875%, HFA Preferred rate: 4.375%, Monthly PITI assumes $323.00 T&l

Borrower
Payment: $1,066

2.16%
Upfront MI

0.00%
Annual Mi

HFA Preferred

94% LTV
Single Financed Ml
Premium
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Eligibility Matrix

MyCommunityMortgage — Manual Underwriting

(General loan limits)

Maximum DTI < 36% Maximum DTI < 45%
Transaction Number of Maximum Credit Minimum Credit Minimum
Type Units LTV, CLTV, HCLTV | Score/LTV | Reserves | Score/LTV Reserves
Principal Residence
1 Unit FRM: 95% 680 0 700 0
Purchase _
2-4 Units FRM: 95% 700 2 720 2

© 2013 | Fannie Mae Proprietary and Confidential



Quick Reference

Max LTV/CLTV

Primary Ml

Minimum Borrower Contribution

Max Loan Term

Minimum FICO

Required Special Feature Codes

Other Commonly Used Special Feature
Codes (As Applicable)*

HFA Preferred (Product Features)

* 97% / 105% (1 Unit)
- 95% / 105% (1- 4 Units)

Charter Minimum

One-unit: $0
2 - 4 units: 3%

30 Year Fixed

LTV: <than 95% FICO: 640
LTV: 95.01% LTV Up to 97% FICO: 680
(DSHA FICO Requirements)

358 HFA Preferred

118 Community Seconds
127 or 214 DU

HFA may also be subject to Ml company or master servicer parameters

*Any applicable special feature code per the Selling Guide is required

© 2013 | Fannie Mae Proprietary and Confidential
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Desktop Underwriter Updates

= DU Release Notes Version 9.1* (Updated October 22, 2013)

= DU now includes HFA Preferred offerings/eligibility criteria in
the Community Lending Section

= Differentiation of DU Risk Assessment treatment for loans
with Community Seconds

gy

-

*Refer to page 5 - LTV/CLTV/HCLTV Ratio Cap Lowered to 95% Announcement/Update
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Quick Steps — How to Enter an HFA Preferred Loan

a fannieMae

. Step Screen
Entering the data for an HFA Preferred loan
3. Take the following steps: o STt
Commnty e P e
. " N R . a. Select HFA Preferred in the Community o.....m:: =g
Tip: To print this document, click & (Print). To get a closer look at a screen, click a‘. Lending Product field, P ,%

(Zoom In) in the toolbar.

b, If you are using a Community Seconds® P

This document shows yvou how to enter the data for a Fannie Mae HFA Preferred™ loan. This document nexigaes, gelect Vies . LeC oLy
is not intended to provide detailed instructions for entering 1003 data in Desktop Originator®™' Desktop Eecudtie U SIas ae
Underwriter® (1DO®/1U®), but rather 1o explain the specific steps for entering the data needed for an HFA c. Ifyon are nsing a Community Seconds
Preferred loan. mortgage, you must select the appropriate
option from the Community Seconds

Note: Lenders must be approved to deliver HFA Preferred loans to Fannie Mae. For details on HFA Repayment Structure drop-down list.

Preferred loans, lenders should contact their state Housing Finance Agency (HFA) to determine if they

are offering HFA Preferred loans: and mortgage brokers should contact their DO sponsering wholesale 4. 'When you are finished entering the necessary ::::;m rmh
lender. data for HEA Preferred and other required fields =

The first step assumes that you have already logged in to DO/DU and you are in the casefile you want to A S T B T B

submil as a HFA Preferred loan.

Step Screen
@ 2012 Fannie Mae. All rights reserved.
1. Click Additional Data in the navigation Quick 1003

bar. . Bamower |nfoemation

* Typas, Tarms & Proparty
. E'\“I:'lcmeﬂ'. Infoermnation
= Incoma & Housing

- Assets

» Liskilities
« Datsils of Transaction

- Dedarations

= al Diata
B S.D’riuig Enﬂ

2. The Additional Data screen opens. Locale the

Community Lending Information scction.

DO/DU Quick Steps: Entering the data for an IIFA Preferred loan Page 1 DOV Quick Steps: Entering the data for an HFA Preferred loan Page 2
February 7, 2012 February 7, 2012

| Fannie Mae Pri
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In Summary

= Borrowers benefit from flexible Ml options
= HFA Preferred product selection available in DU
= Online resources available on https://www.fanniemae.com/singlefamily/index

Industry Specialists [§

i Appraisers

I Attorneys

I Brokers and Correspondents
I Document Custodians

I Housing Counselors

I HFAs and Public Entities

I Mortgage Insurers

I DevelopersiManufacturers
I Real Estate Professionals

I REO Vendors &

I Settlement Agents

Doing Business with Fannie Mae

Learn how to become a Fannie Mae
Seller/Servicer
Learn how you can increase your company’s profitability,

manage its liquidity, reduce its risk and provide benefits to
borrowers.

Learn about Fannie Mae's mortgage products,
features, and options

Learn about the mortgage products available to help you
grow your business and better serve your borrowers.

Learn about Fannie Mae's execution

options

Learn how Fannie Mae can help you effectively optimize your
capital and liquidity objectives, offload credit risk, execute

profitable asset sales, and identify potential opportunities for
retained mortgage semnicing.

Lenders and Servicers

UUse the links below to find what you're looking for

Qriginating & Underwriting

Pricing & Execution

Delivering

Senvicing

A= 1D
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STIONS
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