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FHA Guidelines

Dream Sterling A Series
e Up to $700K Retail only e  Retail Only
Delegation Level e Loans above $417K must have PTF approval
e 203K Rehab Loans 203K Rehab Loans e 203K Rehab Loans

Manufactured Homes
C/O Refi with CLTV > 85%

Manufactured Homes
C/O Refi with CLTV > 85%

Manufactured Homes
C/O Refi with CLTV > 85%

Incligible Loan e R/T Refi with CLTV> 100% R/T Refi with CLTV> 100% e R/T Refi with CLTV> 100%
e FHA Test Cases FHA Test Cases e  FHA Test Cases
e Non-Traditional Credit Non-Ttraditional Credit e  Non-Traditional Credit
e  GPMs (Graduated Payment Mortgages) GPMs (Graduated Payment Mortgages) e  GPMs (Graduated Payment Mortgages)
e  Unpermitted Additions Unpermitted Additions e  Unpermitted Additions
e  Minimum 640 Minimum 640 e  Minimum 640

FICO Requirement

C/O Refi 660
High balance loans 660

C/O Refi 660
High balance loans 660

Defines high balance as any loan amount over $417K

Defines high balance as any loan amount over $417K

Defines high balance as any loan amount over $417K

LTV/Loan Amount e  Max CLTV 105% Max CLTV 105% e  Max CLTV 105%
e  Minimum Loan Amount $75K Minimum Loan Amount $75K e  Minimum Loan Amount $75K
e  Ideal qualifying ratios should be at 46%/55% Ideal qualifying ratios should be 46%/55% e 55/55 max despite AUS approval on all transactions
DII e Max bases on DU approval Max bases on DU approval e 35/48 max despite AUS approval if any portion of

gift funds is coming from a gift or down payment
assistance program

35/48 max despite AUS approval if subotdinate
financing will be utilized
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e  Any individual charge-off and/or collection accounts Any individual charge-off and/or collection accounts All judgments must be satisfied PRIOR TO

in excess of $250 must be paid off prior to closing in excess of $250 must be paid off prior to closing CLOSING (exception is for C/O refi, proceeds may
Credit (General) e If the total balance of all charge-off and/or coﬂectign If the total balance of all charge-off and/or collection be used to pay off judgments)
accounts exceeds $1K, then all accounts must be paid .
. . accounts exceeds $1K, then all accounts must be paid
off prior to closing . .
off prior to closing

e 2 year seasoning from the day of discharge on chapter 2 year seasoning from the day of discharge on chapter 2 year seasoning from the day of discharge on chapter
7 BK 7 BK 7 BK

e A borrower with a chapter 13 must have successfully A borrower with a chapter 13 must have successfully A borrower with a chapter 13 must have successfully

Bankruptcy demonstrated a minimum of a 12 months payout demonstrated a minimum of a 12 months payout demonstrated a minimum of a 12 months payout

history history history

e If C/O tefi, 7 years must have elapsed

e  If the borrower or non-borrowing spouse has had a If the borrower or non-borrowing spouse has had a If the borrower or non-borrowing spouse has had a

Foreclosures foreclosure within the past 3 years, the loan is foreclosure within the past 3 years, the loan is ineligible foreclosure within the past 3 years, the loan is

ineligible ineligible

e If C/O Refi, 7 year must have elapsed

e If the borrower or non-borrowing spouse has had a If the borrower or non-borrowing spouse has had a If the borrower or non-borrowing spouse has had a

Short Sales short-sale within the past 3 years, the loan is ineligible short-sale within the past 3 years, the loan is ineligible short-sale within the past 3 years, the loan is ineligible

e Seller/Buyer cannot be related Seller/Buyer cannot be related Sellet/Buyet cannot be related

e All borrower’s names MUST appear on the initial All borrower’s names MUST appear on the initial short All borrower’s names MUST appear on the initial
short sale approval letter from the bank sale approval letter from the bank short sale approval letter from the bank

Short Refinances e Not allowed Not allowed Not allowed
Non-Traditional Credit e Not allowed Not allowed Not allowed
Income e A 4500T and processed 4500 is required on all loans A 4506T and processed 4506 is required on all loans A 4500T and processed 4500 is required on all loans
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Income e A paystub dated within 30 days of funding is required A paystub dated within 30 days of funding is required A paystub dated within 30 days of funding is required
(cont) e U/W income calculates must be on income U/W income calculates must be on income calculation U/W income calculates must be on income
calculation worksheet worksheet calculation worksheet
e 3 months PITT on 3-4 unit properties 3 months PITT on 3-4 unit properties 3 months PITT on 3-4 unit properties
2 months PITT required if part of the down payment
Reserves is coming from a gift or a down payment assistance
program
2 months PITI required if subordinate financing will
be utilized
e  Must have a Core-Logic pass Must have a Core-Logic pass Must have a Core-Logic pass
e  Appraiser cannot be on ineligible list Appraiser cannot be on ineligible list Appraiser must be approved with A Series
Supervisory appraisers must be FHA approved AND
A Series eligible
. 2nd appraisal required if:
Appraisal ISP Propecity is re-sold within 180 days
O Property is located in a declining market
AND the loan amount is > $417K
O AND the LTV is greater than or equal to
95%
e No re-sales within 90 days unless property is a No re-sales within 90 days unless property is a No re-sales within 90 days unless property is a
foreclosure foreclosure foreclosure
Property Flipping e If property is re-sold within 91-180 days and the value If property is te-sold within 91-180 days and the value If property is re-sold within 91-180 days then the 204
increases, then a 2 appraisal is required increases, then a 20d appraisal is required appraisal must be a A Series eligible or ordered from
A Series approved AMC
e  Must be FHA approved (as of cases assigned 2/1/10 Must be FHA approved (as of cases assigned 2/1/10 Must be FHA approved (as of cases assigned 2/1/10
Condos e A HO-6 homeownert’s policy in an amount = 20% of A HO-6 homeownet’s policy in an amount = 20% of A HO-6 homeownet’s policy in an amount = 20% of
the appraised value is required the appraised value is required the appraised value is required
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Condos (cont)

90% of the total units in the project must be sold

If LTV is equal to or greater than, the appraisal must
be performed by a A Series approved AMC

Non-Appraisal
Property Related Items

Will not accept purchase contracts that have been re-
negotiated to increase the sale price due to appraised
value coming in higher than original purchase price

Will not accept purchase contracts that have been re-
negotiated to increase the sale price due to appraised
value coming in higher than original purchase price

Will not accept purchase contracts that have been re-
negotiated to increase the sale price due to appraised
value coming in higher than original purchase price

Power of Attorney

Not allowed

Not allowed

Not allowed

Cash-out Refi

Max 85% LTV

Max 85% LTV

Max 85% LTV

FICO Requirement

3 FICO scores required

2 FICO scores minimum

2 FICO scores minimum

Trade Requirement

No minimum trade-line requirement

No minimum trade-line requirement

No minimum trade-line requirement

Joint Liability
Items (i.e. auto loan)

Botrower must be the co-signer/co-buyet/co-obligot
Evidence of 12 months minimum payments paid by

primary.

Botrower must be the co-signet/co-buyet/co-obligor
Evidence of 12 months minimum payments paid by
primary.

Botrower must be the co-signer/co-buyet/co-obligor
Evidence of 12 months minimum payments paid by
primary.

Deferred payment
(i.e. student loans

Must be deferred for a minimum 12 months from
date of application

Must be deferred for a minimum 12 months from date
of application

Must be deferred for a minimum 12 months from
date of application

Gift Funds

Must be blood related

Must be blood related

Must be blood related

Non occupying co
borrower (s)

Must document long term relationship

Must document long term relationship

Must document long term relationship
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Conventional Guidelines

Dream

Sterling

A Series

Delegation Level

e Upto $700K
e Loans above $417K must have investor approval
prior to funding

e No delegation
e Retail only

e  Retail only
e  No delegation for MI products

Ineligible Loan

e Interest only not allowed on 3-4 unit investment
propetties

e 3-4 unit properties located in a high risk flood area

e  Manufactured homes

e  Unpermitted additions

o  Manufactured homes
e  Unpermitted additions

e  Manufactured homes

e Non-arms length transactions for 2°¢ home and
investment properties

e  Unpermitted additions

FICO Requirement

e  Purchase & R/T Refi:
0 620 for O/O & 27d homes
0 640 for investment
e (C/ORefi
0 640 for O/O
0 680 for 20 & investment
e T/O loans
0 680 for fixed & ARM
e High balance putchase & R/T
0 660 for O/O
0 740 for 2nd & investment
e High balance C/O Refi
0 740 for O/O
0 20d & investment not allowed

(FICO varies by LTV, refer to secondary marketing product
guide for details)

e Minimum 620 for primary
e (680 for 2nd home and investment

e 080 required if BK occurred and was not due to an
extenuating circumstance

(FICO varies by LTV, refer to secondary marketing product
guide for details)

e  Minimum 620

(FICO varies by LTV, refer to secondary marketing product
guide for details)

LTV/Loan Amount

e  Refer to secondary marketing product guidelines

e  Refer to secondary marketing product guidelines

e  Refer to secondary marketing product guidelines
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DTI

Ratios maxed by AUS approval except for below:
O  45% max for all wholesale loans with
>$417K

Ratios maxed by AUS approval except for below:
0 45% max for all loans with > $417K

Ratios maxed by AUS approval

Credit (General)

Requirements for private mortgage or mortgages not
appearing on the credit report:
0 Copy of note
O 12 months cancelled checks + VOM for
mortgage rating

Requirements for private mortgage or mortgages not
appearing on the credit report:
0 Copy of note
0 12 months cancelled checks + VOM for
mortgage rating

Requirements for private mortgage or mortgages not
appearing on the credit report:
0 Copy of note
O 12 months cancelled checks + VOM for
mortgage rating

4 years must elapse from when a chapter 7 BK was
discharged and/or dismissed and from when a 13

4 years must elapse from when a chapter 7 BK was
discharged and/or dismissed and from when a 13

4 years must elapse from when a chapter 7 BK was
discharged and/or dismissed and from when a 13

Bankruptcy repayment plan was dismissed. repayment plan was dismissed repayment plan was dismissed.
Minimum FICO of 680
Foreclosures e 5 years must elapse from the date of a foreclosure 5 years must elapse from the date of a foreclosure sale 5 years must elapse from the date of a foreclosure sale
sale
Short Sales e 4 years must elapse from the date of the short sale 4 years must elapse from the date of the short sale 4 years must elapse from the date of the short sale
Short Refinances e Not allowed Not allowed Not allowed
Non-Traditional Credit e Not allowed Not allowed Not allowed
e A 4506T and processed 4506 is required on all loans A 4506T and processed 4500 is required on all loans A 4500T and processed 45006 is required on all loans
I e A paystub dated within 30 days of funding is A paystub dated within 30 days of funding is required Income from a non occupying co borrower may not
ncome

required

Documented phone verification of employment no
more than 10 calendar days prior to loan closing
Written VOE or pay stub may not replace the verbal

Documented phone verification of employment no
more than 10 calendar days prior to NOTE closing
Written VOE or pay stub may not replace the verbal
VOE

be used if the LTV is <90%
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VOE

e  Rental income: copy of lease agreement and receipt
of a security deposit from tenant and deposit into
the borrower’s account if converting from Primary

Investment Properties:

e  Rental income must appear on schedule E of tax
returns (EXCEPTION) conversion of primary

Income to Investment property residence to rental
(cont) e Ifincome from rental property is being used to e  Tor purchases: borrower must qualify without rental
qualify, then a minimum of 2 years managing rental income from the subject property (must qualify using
properties is requited and MUST be shown on the full PITT)
Schedule E (this requirement may be waived if the
borrower is being qualified with the full PITT
payment)
e Any non w-2 income must be calculated on FNMA
FORM 1084 — Cash Flow Analysis
Owner Occupied Properties Owner Occupied Properties Owner Occupied Properties
e 6 months PITI required on 2-4 units, regardless of 6 months PITI required on 2-4 units, regardless of e (6 months PITI required on 2-4 units, regardless of
loan purpose loan purpose loan purpose
Non-Owner occupied properties Non-Owner occupied properties Non-Owner occupied properties
Reserves

e (6 months PITI required on all investment
properties, regardless of loan purpose

Additional properties financed
e 1-4 financed properties: 2 months PITT for subject

property if it is a 2 home and 2 months PITT on
each other financed property

e Investment property: 6 months PITT on subject
property and 2 months PITI on other financed
properties

** Refer to DU results for any additional reserve req|

6 months PITI required on all investment propetties,
regardless of loan purpose

Additional properties financed
1-4 financed properties: 2 months PITT for subject

property if it is a 2°d home and 2 months PITT on each
other financed property

Investment property: 6 months PITT on subject
property and 2 months PITT on other financed
properties

** Refer to DU results for any additional reserve requireme

e (6 months PITI required on all investment properties,
regardless of loan purpose

Additional properties financed
e 1-4 financed properties: 2 months PITT for subject

property if it is a 2°d home and 2 months PI'TT on
each other financed property

e Investment property: 6 months PITT on subject
property and 2 months PITT on other financed
properties

** Refer to DU results for any additional reserve requiren
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Must have a Core-logic pass

Appraiser cannot be on ineligible list

Full interior and exterior inspection appraisals are
required for all cash out refinances and

Must have a Corelogic pass
Appraiser cannot be on ineligible list

The following transactions require an appraisal from
RELS:

e Must have a Corelogic pass

e The following transactions require an appraisal from
A-Series approved AMC
0 TSBO transactions

Appraisal Full interior/extetior appraisal inspection is required 0 FSBO transactions O  Purchases where the seller is an LLC
for purchase of REO or foreclosures 0 Bank owned O New construction
If appraisal is more than 120 days at closing, O Purchases where the seller is an LLC o All 1nvestr.nent p ropertles
appraiser must provide an update to validate 0 New construction D Ry rropertics
property has no be declined
No re-sales within 90 days unless property is a No re-sales within 90 days unless property is a e  No re-sales within 90 days unless property is a
foreclosure foreclosure foreclosure

Property Flipping If property is re-sold within 91-180 days and the value e If property is re-sold within 91-180 days and the value
increases, then a 20 appraisal is required increases, then a 274 appraisal is required
Project must be on approved DREAM list 51% owner occupied requirement and no more than e  Must be A Series approved
If project in not FNMA approved, must perform 15% delinquency on HOA dues e HOA must be in control for at least 12 months
lender limited review per AUS Project cannot be in litigation e Limited reviews permitted up to 90% LTV
Condos FHA approved projects don’t automatically warrant Sole entity cannot own more than 10% e  51% owner occupied requirement and no more than

a lender limited review approval

51% owner occupied requirement and no more than
15% delinquency on HOA dues

Project cannot be in litigation
Sole entity cannot own more than 10%

15% delinquency on HOA dues
e  Project cannot be in litigation
e Sole entity cannot own more than 10%

Non-Appraisal
Property Related Items

Will not accept purchase contracts that have been
re-negotiated to increase the sale price due to
appraised value coming in higher than original
purchase price

Will not accept purchase contracts that have been re-
negotiated to increase the sale price due to appraised
value coming in higher than original purchase price

e  Will not accept purchase contracts that have been re-
negotiated to increase the sale price due to appraised
value coming in higher than original purchase price

Power of Attorney

Not allowed

Not allowed

e Not allowed)
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o  80% max 80% max Max cash to borrower =$200K
2nd appraisal required if property is located in a
Cash-out Refi declining market and total loan amount > $417K
The property must be off the market for at least 6
months
e  Primary residence transactions: unlimited Primary residence transactions: unlimited Borrower may not own more than 10 propertied that
. e 21d home or investment transactions: 10 financed 2nd home or investment transactions: 4 financed are currently financed.
Max # of Flflanced properties max (additional restrictions apply for properties max, including the primary residence Botrower may not have more than 5 loans or an
Properties financed properties exceeding 4 agoregate loan amount of $1,000,000 or more with
prop g Zoreg:
this investor
Investment Properties Gift funds: donor must have ability to give
e 3 months recent and consecutive bank statements
Assets required
e Asset documentation should be no longer than 45
days since time of application and no more than 90
days of closing
e  Business assets are not allowed on all transactions
Trade Line Requirement e 4 trade lines minimum active for the last 12 months. 3 trade lines minimum active for the last 12 months 3 trade lines minimum active for the last 12 months
Gift funds o  Must be blood related Must be blood related Must be blood related
Paying off debt e Debts must be paid off and show closed in order to Debts must be paid off and show closed in order to
To qualify omit from ratios omit from ratios
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