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TO: Distribution DATE: March 10, 2016

RE: CMG FINANCIAL CORRESPONDENT EFFECTIVE: As noted below
LENDING UPDATES AND REMINDERS

Topics Covered in this Announcement:

e Freddie Mac Publishes New Version of Official Guide
e FHA Reminder: 100 mile rule
o FHA Reminder: Real Property and Personal Property

Summary: Freddie Mac announced the reorganized Single-Family Seller/Servicer Guide (Guide) that is
now the official Guide version, as announced in

The reorganized Guide does not introduce new requirements nor does it change existing
requirements.

The following are some key reorganization impacts in the Selling Segment:

e Loan Prospector® requirements, formerly located in Section 2.2.1, are now located with other
Borrower underwriting requirements in Topic 5100, Determining Borrower Eligibility.

e Tables, modeled on the Loan Prospector® Documentation Matrix, for certain income, asset and
related documentation requirements:

o Stable monthly income requirements and income documentation requirements, formerly
located in Chapter 37, have moved into Topic 5300, Stable Monthly Income and Asset
Qualification Sources

o As set requirements (Borrower Funds and reserves), formerly located in Chapter 26, and
asset documentation requirements, formerly located in Chapter 37, have been
consolidated and moved into Topic 5500, Assets (Borrower Funds and Reserves)

Action to Take: Review Freddie Mac’s Bulletin 2016-4 for details on the reorganized Guide structure,
including the numbering scheme and a description of the three segments that replace the two-volume
Guide format. The Bulletin also identifies the key reorganization impacts and outdated requirements we
deleted from the Guide.

Links/References:

Effective Date: Immediately


http://link.cmgfi.com/m/1/66417271/b7016-9e449380-761f-4b59-9b53-98bf563714a7/1/219/2cab1f70-8df3-46f1-aaa6-33d770dd80eb
http://link.cmgfi.com/c/3/?T=TmpZME1UY3lOekU6WWpjd01UWXRPV1UwTkRrek9EQXROell4WmkwMFlqVTVMVGxpTlRNdE9UaGlaalUyTXpjeE5HRTM6WjNCaGIyeGhRR050WjJacExtTnZiUTpZMjl1ZEdGamRDMWpNR1ZqTVRCaE1XUmxNVEZsTkRFeE9UUXdNakF3TlRBMU5tSmxOalE1TlMwek0yUTNOemhoWmpjd05tRTBPR0ZqT1dZM05EVmhORFJqWWpFM1lXTTVPQQ&K=JyL2r8awHLFOeRa2tCxBuA&m=t&uId=0&dUrl=http%3A%2F%2Fwww.freddiemac.com%2Fsinglefamily%2Fguide%2Fbulletins%2Fpdf%2Fbll1604.pdf%3F_cldee%3DZ3Bhb2xhQGNtZ2ZpLmNvbQ%253d%253d
http://link.cmgfi.com/c/3/?T=TmpZME1UY3lOekU6WWpjd01UWXRPV1UwTkRrek9EQXROell4WmkwMFlqVTVMVGxpTlRNdE9UaGlaalUyTXpjeE5HRTM6WjNCaGIyeGhRR050WjJacExtTnZiUTpZMjl1ZEdGamRDMWpNR1ZqTVRCaE1XUmxNVEZsTkRFeE9UUXdNakF3TlRBMU5tSmxOalE1TlMwek0yUTNOemhoWmpjd05tRTBPR0ZqT1dZM05EVmhORFJqWWpFM1lXTTVPQQ&K=JyL2r8awHLFOeRa2tCxBuA&m=t&uId=1&dUrl=http%3A%2F%2Fwww.freddiemac.com%2Fsinglefamily%2Fguide%2Fbulletins%2Fpdf%2Fbll1604.pdf%3F_cldee%3DZ3Bhb2xhQGNtZ2ZpLmNvbQ%253d%253d
http://link.cmgfi.com/c/3/?T=TmpZME1UY3lOekU6WWpjd01UWXRPV1UwTkRrek9EQXROell4WmkwMFlqVTVMVGxpTlRNdE9UaGlaalUyTXpjeE5HRTM6WjNCaGIyeGhRR050WjJacExtTnZiUTpZMjl1ZEdGamRDMWpNR1ZqTVRCaE1XUmxNVEZsTkRFeE9UUXdNakF3TlRBMU5tSmxOalE1TlMwek0yUTNOemhoWmpjd05tRTBPR0ZqT1dZM05EVmhORFJqWWpFM1lXTTVPQQ&K=JyL2r8awHLFOeRa2tCxBuA&m=t&uId=2&dUrl=http%3A%2F%2Fwww.freddiemac.com%2Fsinglefamily%2Fguide_reorg.html%3F_cldee%3DZ3Bhb2xhQGNtZ2ZpLmNvbQ%253d%253d
http://link.cmgfi.com/c/3/?T=TmpZME1UY3lOekU6WWpjd01UWXRPV1UwTkRrek9EQXROell4WmkwMFlqVTVMVGxpTlRNdE9UaGlaalUyTXpjeE5HRTM6WjNCaGIyeGhRR050WjJacExtTnZiUTpZMjl1ZEdGamRDMWpNR1ZqTVRCaE1XUmxNVEZsTkRFeE9UUXdNakF3TlRBMU5tSmxOalE1TlMwek0yUTNOemhoWmpjd05tRTBPR0ZqT1dZM05EVmhORFJqWWpFM1lXTTVPQQ&K=JyL2r8awHLFOeRa2tCxBuA&m=t&uId=3&dUrl=http%3A%2F%2Fwww.freddiemac.com%2Fsinglefamily%2Fguide%2Fbulletins%2Fsnapshot.html%3F_cldee%3DZ3Bhb2xhQGNtZ2ZpLmNvbQ%253d%253d
http://link.cmgfi.com/c/3/?T=TmpZME1UY3lOekU6WWpjd01UWXRPV1UwTkRrek9EQXROell4WmkwMFlqVTVMVGxpTlRNdE9UaGlaalUyTXpjeE5HRTM6WjNCaGIyeGhRR050WjJacExtTnZiUTpZMjl1ZEdGamRDMWpNR1ZqTVRCaE1XUmxNVEZsTkRFeE9UUXdNakF3TlRBMU5tSmxOalE1TlMwek0yUTNOemhoWmpjd05tRTBPR0ZqT1dZM05EVmhORFJqWWpFM1lXTTVPQQ&K=JyL2r8awHLFOeRa2tCxBuA&m=t&uId=4&dUrl=http%3A%2F%2Fwww.freddiemac.com%2Fsinglefamily%2Fguide%2Fbulletins%2Fsnapshot.html%3F_cldee%3DZ3Bhb2xhQGNtZ2ZpLmNvbQ%253d%253d

FHA REMINDER: 100 MILE RULE

Summary: As a reminder, several sections of FHA Handbook 4000.1 apply the “100 mile” rule, including
using rental income from a property being vacated by the borrower:

Departing Residence: If rental Income is being derived from the Property being vacated by the
Borrower, the Borrower must be relocating to an area more than 100 miles from the Borrower’s current
Principal Residence.

Multiple FHA loans: A Borrower may be eligible to obtain another FHA-insured Mortgage without being
required to sell an existing Property covered by an FHA- insured Mortgage if the Borrower is:

o relocating or has relocated for an employment-related reason; and
o establishing or has established a new Principal Residence in an area more than 7100 miles from
the Borrower’s current Principal Residence.

Military Personnel / Occupancy: The Mortgagee must obtain a copy of the Borrower’s military orders
evidencing the Borrower’s Active Duty status and that the duty station is more than 700 miles from the
subject Property.

Action to Take: This is a reminder to be aware of these handbook requirements as you originate, process
and underwrite FHA loans.

Effective Date: Immediately

FHA REMINDER: REAL PROPERTY AND PERSONAL PROPERTY

Summary: Below are HUD reminders regarding the eligibility of the use of proceeds derived from Real
Property and Personal Property.

HUD Handbook Definitions:

o Real Property-Real Property refers to the interests, benefits, and rights inherent in the ownership
of physical real estate.

e Personal Property- Personal Property refers to tangible property, other than Real Property, such
as cars, recreational vehicles, stamps, coins or other collectibles.

Sale of Real Property:

o Handbook Requirement: Net proceeds from the Sale of Real Property may be used as an
acceptable source of funds. The Mortgagee must also verify and document that the transaction
arms -length *, and that the Borrower is entitled to the net sale proceeds.

e *Impact: Proceeds from the sale of real property to a relative are not eligible as a source of
borrower funds.

Sale of Personal Assets:

¢ Handbook Requirements: Borrowers may sell Personal Property to obtain cash for closing
* Refer to Handbook for full documentation requirements.
e *Impact: Not eligible for reserves.

Loans Secured by a Financial Asset / Collateral Loans:

¢ Handbook Requirements: A Collateral Loan is a loan that is fully secured by a financial asset of
the Borrower, such as deposit accounts, certificates of deposit, investment accounts, or Real
Property *. These assets may include stocks, bonds, and real estate other than the Property being
purchased.

e Note: Loans secured against deposited funds, where repayment may be obtained through
extinguishing the asset, do not require consideration of repayment for qualifying purposes. The
Mortgagee must reduce the amount of the corresponding asset by the amount of the collateral
loan.

e *Impact: The handbook does NOT list loans against Personal Property as an eligible source of
funds. Therefore, funds from car loans, recreational vehicles, etc., are NOT eligible as a source of
cash to close nor reserves.

Action to Take: This is a reminder to be aware of these handbook requirements as you originate, process



and underwrite FHA loans. Refer to the HUD Handbook 4000.1 for full requirements.

Effective Date: Immediately

Please contact your Correspondent National Sales Manager
or your Correspondent Liaison with any questions.
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