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ATTACHMENTS

(On the website dittp://www.mmprogram.com/Attachments.aspy

Forms are subject to change — most current form slbbe used

Separation Affidavit- (08/31/99)

Request for Transcript of Tax Return — IRS Fd%06T (Rev. January 2010)
Housing Counseling — Lender Certification of Contiple (12/08/06)

Income Eligibility Worksheet and Lender Certificati (08/31/99)

NOT IN USE

Asset Test Worksheet (06/14/07)

NOT IN USE

Initial Interview Checklist (12/01/03)

NOT IN USE

Affidavit In Lieu of Current Year's Tax Returns (8&/99)

Pre-Closing Compliance Checklist (11/19/10)

Post-Closing Compliance and Purchase ChecklisO€060)

Post-Purchase Final Documents Checklist (06/09/10)

Additional Buyers Affidavit Relating to Business&Jsf Residence (01/11/99)

Bogman, Inc. Contact Names and Telephone Numbegys&¢for Lender Contacts (12/11/08)

Bogman, Inc. Loan Servicing Transfer GuidelinegZa#9)

“Quick Close” Post-Closing Compliance and Purch@kecklist (11/19/10)
Request for Change to Reservation of Funds forf28%0)

Affidavit Regarding Not Being Required to File TReturn(s) (08/31/99)
Certification of Pregnancy (03/15/05)



Program Loan Documents

(On the website dittp://www.mmprogram.com/mmp loan_docs.aspx

SUBJECT TO CHANGE BY PROGRAM DIRECTIVES AND FACT &#TS

Buyer’s Affidavit (03/16/06) for MMP_Purchase Loans Only

Buyer’s Affidavit (03/07/07) for Veterans Only

Buyer’'s/Borrower’s Confirming Affidavit (12/10/08)

Seller's Affidavit (08/21/97)

Seller’'s Confirming Affidavit (08/21/97)

To be used along with applicable Notes, Deedswasdt, and condominium riders:
(a) Tax-Exempt Financing Rider (11/27/06)
(b) Supplemental Buyer’s Affidavit (11/27/06)
(c) Notice to Borrowers (10/24/08)

Recapture Tax Notice (06/22/10)



MARYLAND DEPARTMENT OF HOUSING AND COMMUNITY DEVELGPMENT

CDAJ/SINGLE FAMILY HOUSING

Administration

Director Tonna Phelps

Deputy Director Vicky Grim

Assistant Director Bill Manahan

Homeownership Programs

Secretary

Lender Relations

Manager

Loan Operations

Manager David Klingler

 Pre-Closing Compliance Review

Underwriters Carlette Brisker
Astrid Donis
Bill Milko
Processors Peggy Otto

Patrice Locke

Cassandra Holmes

Barbara Schmitt

410-514-7509
phelps@mdhousing.org

410-514-7440
grim@mdhousing.org

410-514-7508
manahan@mdhousing.org

410-514-7495
holmes@mdhousing.org

410-514-7512
schmitt@mdhousing.org

410-514-7605
klingler@mdhousing.org

410-514-7517
brisker@mdhousing.org

410-514-7520
donis@mdhousing.org

410-514-7563
milko@mdhousing.org

410-514-7560
otto@mdhousing.org

410-514-7486
lockep@mdhousing.org




Post-Closing Compliance/Purchasing and Final Docunmé Review
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Fax , Telephone Numbers and E-mail addresses

PRE-CLOSING and POST-CLOSING

SUSPENSE CONDITIONS

a Fax 410-729-3722

a E-mail CDA_conditions@dhcd.state.md.us

ATTACHMENT R
a Fax 410-729-3723

PUBLIC INFORMATION
a Call 410-514-7530
800-638-7781

Mailing Address

Maryland Department of Housing & Community Develagm
CDA- Single Family Housing
100 Community Place,"4Floor
Crownsville, Maryland 21032-2023

Information — Websites

Lender Online (LOL) https://lol.dhcd.state.md.us/Bin/Display.exe/Shoutbe

Loan Status on LOL https://lol.dhcd.state.md.us/Bin/Display.exe/Shouwt®a
log in and click on “Loan Status”

Maryland Mortgage Program http://www.mmprogram.org

Interest Rates http://www.mmprogram.org/rates.aspx

Loan Documents http://www.mmprogram.org/mmp_loan_docs.aspx

Attachments http://www.mmprogram.org/Attachments.aspx
Directives http://www.mmprogram.org/SnglFamHsgDir.aspx
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PURPOSE

The basic objective of the Maryland Mortgage Prog(the Program) is to provide homeownership
opportunities to eligible limited income homebuyershe State of Maryland. This objective is acptished
by purchasing below market interest rate mortgagad from originating Lenders. The proceeds afgHeans
may be used by the mortgagor to purchase modedenees, which they must subsequently occupy.

This program is offered pursuant to Article 8B, t8ets 2-201 through 2-208 of the Annotated Code of
Maryland, as amended. It is further governed lmgRxm regulations contained in COMAR 05.03.02, as
amended. All loans will be made in conformancewlie Statute, Program regulations, applicablerédax
law and Community Development Administration (CO#9nd documents.

Mortgage loans to be purchased by CDA are finafreed proceeds of single-family program bonds. The
interest on bonds is exempt from the gross incohtleeobondholders for federal income tax purposgsyant
to certain provisions of the Internal Revenue CoBecause the bonds are “tax-exempt,” CDA is ablese
proceeds from the sale of these bonds to make blarket interest rate loans.

The Lender agrees in the Mortgage Purchase Agraahaged July 28, 2000, as amended, and the Patimm
Agreement, of which this is a part, to comply wtitle requirements set forth in this manual. CDA tmely
upon all participating Lenders to comply with tleguirements when making mortgage loans to be psechiay
CDA. Mortgage loans that do not comply with thesguirements will not be purchased by CDA. Origmg
Lenders will be required to repurchase nonconfogneans inadvertently purchased by CDA. Violatadn
these requirements may cause the bonds to becaatddathereby causing significant harm to CDA, its
bondholders, its housing programs and its abilitissue and sell tax-exempt bonds.

The purpose of this manual is to outline Statefaddral requirements with which participating Lersdeaust
comply. Documents referred to in this Manual Wl listed as either Attachments (refer to list agg6 and
they may be accessedhtp://www.mmprogram.com/Attachments.aypx as Program Loan Documents (refer
to list on page 7 and they may be accessatt@i/www.mmprogram.com/mmp_loan_docs.gspx
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APPROVAL OF PARTICIPATING LENDERS

The approval process, which takes approximatelge8@, involves the submission of certain informato
Single Family Housing (SFH) for review and approviebrm documents for this purpose are provide&Bi.

Effective October 13, 2008, new lenders must baniealae/Freddie Mac approved Seller/Servicers.a part
of the approval process, CDA’s Finance Officer wgNiew the Lender’s financial statements and naake
recommendation. The Department of Housing and CenitjnDevelopment's (DHCD) Legal Office will
review and approve the opinion of counsel. Thadbwn of Credit Assurance’s (DCA) Collections staffl
review information on the Lender’s current portbolparticularly delinquency statistics. Followisatisfactory
approval review, the Lender and SFH will execuRuechase Agreement. This Agreement forms the gener
contractual relationship governing participatiortie Program by the Lender.

After a lender is approved to participate in thegPam, they are required to have their staff atlesmtler On-
Line (web-based reservation system) training bettoeg can reserve any loans under the program. The
Lender’s designated “System Administrator” will isig document requesting a user name and passvatrd th
will permit them to access the Lender On-Line gystad set up user accounts for the Lender’s staff.

Attached to the Participation Agreement as exhdniésthe Mortgage Lender’'s Manual (Exhibit I) ahd t
Program Loan Documents (Exhibit Il). By signing tRarticipation Agreement, the Lender agrees toga®
loans in compliance with the Mortgage Lender’s Malrand to use the Program documents.

If you have questions concerning this process eshwo become an approved Lender, you should contact
Barbara Schmitt at 410-514-7512 or 1-800-638-7#84-mail to:Schmitt@mdhousing.org
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AVAILABILITY OF FUNDS

Historically, the Maryland Mortgage Program has aered open continuously for reservations sinceetiteof
2002. CDA strives to have funds available forMidP Statewide Program at all times, but the avditgtof
funds depends on several factors, including thigyatn sell bonds in the market.

Interest rates may vary depending on the date thauhds are reserved. LENDERS ARE RESPONSIBLE
FOR OBTAINING A RESERVATION NUMBER AND THE ASSIGNED INTEREST RATE BEFORE
COMMITTING TO A BORROWER.

In order to keep the Program open, SFH will infusdunds into the Program in two ways:
Sale of Bonds
Periodically, and at the discretion of SFH, taxyapemortgage revenue bonds will be sold. Dependpan
bond market conditions, SFH is usually able to iolbaa interest rate which is from one half perdendne
percent below the current market interest rate.
Residual Funds
From time to time, due to the fallout of loans resd in older series, pools of residual funds mayetbp in
bond series previously thought to be fully reserv8&H may use these residual funds from previons b
issues:

# to supplement funds in the current series; or

# 1o blend with another issue in order to offer@emarketable

interest rate for the Program.

The current interest rates may be obtained by accemg the website at
http://www.mmprogram.org/rates.aspx
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RECAPTURE TAX REIMBURSEMENT

Federal law provides for@ossible Recapture Tax when some homeowners sell their hathen the first nine
years after receiving a mortgage through the Conitpndevelopment Administration’s (CDA) Maryland
Mortgage Programin order to remove the confusion and worry abowirato pay a recapture tax when the
home is sold -- CDA agrees to reimburse any CDA élmunger, whesettles on their home on or after July 1,
2005, the amount of any recapture tax that the CDA Harger pays in connection with the sale of the home.

CDA will not calculate the recapture amount. Ugale or disposition of the residence, the borrosyemnust
consult a personal tax adviser or the IRS.

In order to request a recapture tax reimbursenment CDA:

* The borrower(s) first must instruct the IRS, byngsiRS Form 4506, to send to CDA a copy of each
borrower’s federal tax return covering the calengar in which the residence was sold.
o0 On Form 4506, instruct the IRS to send the inforomatto:
Maryland DHCD
Attn: CDA Single Family - Recapture Tax Reimbursee
100 Community Place "4floor
Crownsville, MD 21032

« The borrower(s) must send a written request fonbeirsement to CDA, by July 1%f the calendar year
after the residence is sold, accompanied by thevioig:

0 a copy of the signed HUD-1 Settlement Statememt fitee sale or disposition of the property;
0 the address to which the reimbursement should liednand
o any other documentation CDA may need to approvedinebursement.

Submit requests for reimbursement to:
Maryland DHCD
Attn: CDA Single Family - Recapture Tax Reimburseie
100 Community Place,"4floor
Crownsville, MD 21032

» CDA will not act on the request for reimbursementiltthe copies of the borrower(s) tax returns are
received from the IRS.

CDA will only reimburse the Recapture Amount aclyahid, but will not reimburse fees, interest, empes or
penalties incurred.

Be advised that CDA will issue an IRS Form 109%hsamount of any recapture tax that CDA reimbutses
the borrower will be reported to the IRS as income.
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SECTION 1 - LOAN APPLICATION AND RESERVATION PROCEDURES

11

A.

APPLICATION REQUIREMENTS

Application Documents

In addition to presenting information concerningame, assets, debts, etc., at the time of apmitati
the borrower must:

1. present an eligible, ratified contract of sale (seetion on “Ineligible Use of Loan Proceeds” for
further information on contracts of sale);

2. complete initial Buyer’'s Affidavit;
3. complete a Uniform Residential Loan Applicationgéidie Mac Form 65/ Fannie Mae Form 1003);

4. if buying in a non-targeted area, either preseptexof Federal Income Tax Returns or acceptable
alternatives for the previous three years (thisiregnent is waived if one of the borrowers is a
veteran and provides lender with a copy of their2l2 — this exemption may only be used once);
and

5. if the buyer owned or currently owns real praopand is eligible under the CDA Mortgage Loan
Program (meets the definition of a first-time hobuger — the first-time home buyer requirement is
waived for a borrower with verified veteran’s s&tr a borrower purchasing in a targeted area)
provide documentation which evidences the progeat/been sold or will be sold and settled before
the closing of the Program loan.

Preliminary Interview
Prior to requesting a reservation of funds throughder Online (LOL), the Lender must interview the
borrower to determine eligibility for the prograrihe lender must also pre-qualify the borrower gisin

guidelines for the applicable insurer/guarantor (VAIA or RHS). It is recommended that the Lender
use the Initial Interview Checklist (Attachment H).

Limitation on Points, Fees and Charges

1. The Lender may charge points in an aggregateianmmt to exceed the applicable points for the
interest rate. The payment of the points is natptei between the buyer and the seller.

NOTE: The seller may pay all points if permittedtbe applicable insurer/guarantor (FHA, VA or
RHS).

2. Lender may not charge any fees at time of agipdio other than the amounts needed for a credit
report, appraisal, flood certification, and homspiection.

15



1.2

1.3

LOAN RESERVATION

. Lenders must submit reservations for Progrand$uihrough LOL. A fully ratified sales contract is
required prior to submitting the reservation requé3etailed instructions for reserving funds aineeg
at the LOL training. These instructions must Hofed very carefully.

. Your complete and eligible request will be psszd by LOL and assigned a reservation number.

A sample reservation number would be: WH6-350-0000Dhe “WH6” designates the Warehouse
Pipeline Series and indicates that funds have tessrved under that series. The next three difitse
reservation number is a Lender number ( “350”), #resh the next five digits of the reservation numbe
is a sequential loan number ( “000001”). The isseaof a loan reservation number constitutes an
obligation of SFH to purchase an eligible loantes®rved, as long as applicable deadlines are met.

RESERVATION EXPIRATION DEADLINES AND RECOMMENDED SU BMISSION

TIMEFRAMES

A. Reservation Expiration Deadlines

SFH has established deadlines for the processiluap$ that have been assigned loan reservation
numbers. SFH must receive the Purchase Submifiledar review before the reservation expires
or funds will be cancelled. There are two reseovaexpiration deadlines of which Lenders must
be aware. They are:

1. For existing homes, reservations exifedays from the date of reservation; and
2. For new construction, reservations exdig days from the date of reservation.

At the discretion of SFH, extensions of the resertian expiration deadline may be considered
Your loan pipeline on LOL should be monitored veayefully.

PLEASE NOTE: Lender will only receive the maximum fe of 2.00% if the loan is approved
for purchase within 60 days of the reservation datéor an existing home or 120 days of the
reservation date for new construction (refer to Fe&chedule for applicable fees).

To meet reservation expiration deadline and also mive the maximum fee, the lender should
follow the recommended submission timeframes below.

B. Recommended Submission Timeframes

1. Pre-Closing Compliance Submission

When Pre-Closing Compliance Submissions are regdgettiey are reviewed on a first-received,
first-reviewed basis. Any conditions/exceptiond e listed on LOL.
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To ensure sufficient time for approval, there ave tecommended Pre-Closing Compliance
Submission dates of which Lenders should be awéhey are:

a.

For existing homes, it ilecommended that the Pre-Closing Compliance Submission be

submitted within 30 days of the reservation date.

For new construction, it ilecommended that the Pre-Closing Compliance Submission be

submitted within 90 days of the reservation date.

2. Post-Closing Compliance and Purchase SubmigBiarthase Submission)

When Purchase Submissions are received, they\aesved on a first-received, first-reviewed
basis. If there are deficiencies in a file, theylssted on LOL.

To ensure sufficient time for approval, there ave tecommended Purchase Submission dates

of which Lenders should be aware. They are:

a. For existing homes, it isecommended that the Purchase Submission be submitted within 4

days of the reservation date.

b. For new construction, it iecommended that the Purchase Submission be submitted within

105 days of the reservation date.

Examples of Loan Deadlines

EXISTING
Reservation Date Recommended Recommended Reservation Expiration (Purchase
Receipt of Pre- | Receipt of Purchase Submission Deadline-60 days)
Closing Compliance Submission
Submission
45 days
(30 days) ( ys)
February ¥ March 3rd March 18th April 2nd
NEW CONSTRUCTION
Reservation Date Recommended Recommended Reservation Expiration (Purchase
Receipt of Pre- | Receipt of Purchase Submission Deadline—-120 days)
Closing Compliance Submission
Submission (105 days)
(90 days)
February ¥ May 2nd May 17th June 1st

17




1.4 RESERVATION PIPELINE REPORT

The Lender can access information on LOL about tban pipeline.It is each Lender’s responsibility to
reconcile their loan pipeline, cancel inactive loasy and take whatever action is necessary to prevent
the cancellation of viable loans by SFH.

15 RESERVATION RESTRICTIONS

A. Changes

1. Once aloan has been reserved, major changescdmibited except in unusual circumstances
approved by SFH. Examples of prohibited changelsidte, but are not limited to:

a. Substitution or deletion of a household memimnfthe Buyer's Affidavit, when inclusion of
that household member’s income would have resiftéide household income exceeding the
Program’s income limit for that jurisdiction.

b. Substitution of another property, except assaltef an unsatisfactory home inspection or failur
of the seller to proceed with the sale.

Lenders should be careful when pre-qualifying beers so as to provide accurate income and loan
amount information on LOL. Any requests for chaigaterest rate or loan amount are subject to
the availability of funds.

2. Torequest a change to a reserved loan, contpketeequest for Reservation of Funds Change form
(Attachment R)and submit it with all necessary documentatio8fd by fax only. The request will
be reviewed and a response returned to the Leydentmil.

B. Duplicate Reservations
1. Different Interest Rates

LOL will accept the first reservation received the borrower. Subsequent attempts to input another
reservation for the same borrower will not be ategp

2. Different Lenders

If a borrower has applied at two different Lend&@L will only accept the first reserved loan. It
will be left up to the Lenders to determine whowdldgoroceed with the application.

C. Cancellation of Funds

1. If a borrower wishes to withdraw their applicatioom the Program after funds have been
reserved, they should be informed that they woelgiohibited from obtaining another
reservation of funds for 12 months after the diagy initially reserved the funds. The Lender
requests the cancellation of a reservation by cetimg a Request for Change to Reservation of
Funds form (Attachment Ryithin five businessdays after the borrower’s withdrawal from the
Program.
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2. Property inspection problems or refusal by theeséti make necessary repairs or complete the sale
should be handled as a substitution of propddyon receipt of a Request for Change to
Reservation of Funds form (AttachmentwRjh “Substitute New Property” selected, alonghnat
release from the original contract of sale anddason for the release, the lender either reqtiests
the original reservation be:

a) deletedcompensation to lender based onrileg reservation date] and the lender then reserves
a loan on the new property; or

b) retained[compensation to lender based ondhiginal reservation date] and provides corrected
information on the new property (address, purclpa®e, loan amount, etc.) under “Other”.

3. If a borrower’s loan request is declined dueligibility or credit/affordability issues, the
reservation should not be canceled until all recomderation processes have been completed.
Within five business daysafter the final denial, the Lender must requestctirecellation of the
reservation using the Request for Change to Resemvaf Funds form (Attachment R)

D. Assignments

Lenders may assign open (not canceled) reservabarther participating Lenders. The new lender
would complete a Request for Change to Reservafiéiunds form (Attachment Rynd submit it to
SFH with a copy of the assignment letter from ir&t fender. The original reservation for the |loaii
be deleted by SFH and the new lender will themb&ucted to reserve the loan as a new loan at the
currentinterest rate.
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SECTION 2 - COMPLIANCE REQUIREMENTS

2.1 GENERAL BORROWER ELIGIBILITY

2.2

A. Applications will be accepted with no discrimation as to race, color, religion, creed, national

origin, sex, marital status, physical or mentahdibty or sexual orientation. Citizenship of the
United States is not required, however, borrowestrhave a social security number and be eligible
to work in the United States.

Each single borrower and at least one of aiethcouple must be eighteen years of age or older.
If married, both spouses are not required to apply
NOTE: The Lender may not require the signature afborrower’s spouse or other person (other

than a joint borrower) on any credit instrument the borrower qualifies under the Lender’s
standards of creditworthiness for the amount andrtes of the mortgage.

. If a non-borrowing occupant takes title to the @y and appears on the Deed and Deed of Trust,

the following must occur:

1. The borrower and non-borrowing occupant must exethé Buyer’'s Affidavit and Buyer’s
Confirming Affidavit;

2. If property located in a non-targeted area, fede@me tax returns for the preceding 3 years for
the borrower and non-borrowing occupant are requirdess credit report and Verification of
Rent provided, and they reflect a 3 year historgeoting and not owning real estate (this
requirement is waived if one of the borrowers i®teran and provides the lender with a copy of
their DD-214 — this exemption may only be used §nce

3. The CDA Tax-Exempt Financing Rider must be execbiethe borrower and non-borrowing
occupant; and

4. The title policy must show the title vested in botitupants without exception for the rights of
the non-borrowing occupant.

If separated, a Separation Affidavit (Attachm&hmust be completed by the borrower.

Borrowers must be named on all the closing desim
Borrowers must meet the applicable underwrisitagndards of insurer/guarantor.
Co-signers are not permitted on any Maryland Ma#gBrogram loans purchased by CDA

Borrowers must intend to occupy the propertyhasr principal residence within 60 days of the
closing of the mortgage loan.

‘PRESENT OWNERSHIP INTEREST"” IN A PRINCIPAL RES IDENCE

Federal law defines a “first-time home buyer” asieone who has not had a “present ownership
interest” in their principal residence at any ticheing the three years immediately preceding the d&a
the mortgage application. Borrowers purchasingan-targeted areas must meet this definition ef-fir
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time home buyer. This requirement is waived if ohéhe borrowers is a veteran and provides lender
with a copy of their DD-214 — this exemption mayydoe used once). Borrowers purchasing in targeted
areas do not need to meet this definition.

All borrowers, however, whether or not it is thefmcipal residence, must sell or transfer theielast

in any real property they own prior to the settlatren the Program loan. If the current residesce i
deeded in the name of the spouse/non-borrower thrdyspouse/borrower can not also own residence
financed by a CDA loan. CDA has to meet its oliligaunder federal tax law which requires the new
home to be the principal residence of the borrovethe husband and wife own separate homesnit ca
not be assumed that the new home will be the barswprincipal residence.

Please note: Targeted Areasd_Priority Funding Aredsave different meanings.

Individuals who are separated or divorced and Imaidtarest in real property during the last threarg
may be eligible if they can document that theyrtt live in the property during the last three gean
addition, they must no longer have title to thepamy or will divest themselves of title to the pesty
before the closing of the Program loan.

A. Ownership of a co-op unit occupied as a borrésvarincipal residence will disqualify the
borrower.
B. Exclusions

1. A “present ownership interest” in a principadiceence excludes:

a. An ordinary lease, with or without a purchasgaop

b. The interest of a buyer under a standard resalgrurchase contract;
C. An expectancy to inherit property; or

d. A remainder or reverted interest.

2. A mobile home occupied as a borrower’s principaldence will not disqualify the borrower
unless the mobile home is/was permanently attattheshl property owned by the borrower.

C. Targeted Areas
The prohibition against borrowers having had asprg ownership interest” in their principal
residence does not apply to borrowers purchasingekan the following federally designated

targeted areas. They may no longer have titleegtoperty or will divest themselves of the
property before closing of the Program loan.

ENTIRE COUNTIES/JURISDICTIONS OF:

Allegany, Baltimore City, Caroline, Dorchesteqr@tt, Kent and Somerset
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TARGETED CENSUS TRACTS/CITIES WITHIN NON-TARGETED C OUNTIES

Anne Arundel 740105

Baltimore Co. the city limits of East Towson, @elWest Catonsville plus Census
Tracts:
401602 421300 450504 450800
490605 491401

Frederick 750100 750300

Harford 302901

Prince George's the city limits of Brentwood, GalpHeights, Colmar Manor, Fairmont
Heights, Mt. Rainier, North Brentwood, and Sel@asant, plus Census
Tracts:
803200 803401 803509 804300
804800 805601 805602

Washington the city limits of Hagerstown and anytipns of Census Tracts 000302,
000400, 000700, 00090 outside of the City of Hsigsvn.

Wicomico 000100 000300 000500 010200

Worcester 990300

2.3 PROHIBITED OWNERSHIP INTERESTS IN CERTAIN PROPERTY

State regulation requires that, at the time ofiopsn the Program loan, borrowers may not have any
ownership interests in certain types of property.

A. Property prohibited from ownership at thadiof loan closing includes:

1. Any mobile home;

2. Raw land;

3. A building lot (except for the lot on which theuse being financed has been built);
4. Any principal residence;

5. Avacation home;

6. A rental property;

7. An inherited property;

8. Commercial property;

9. Any jointly held property;

10. A cooperative; and
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2.4

11. Any other real property.

Property which may be owned at the time of lolsing includes:
1. a cemetery plot;

2. a recreational vehicle lot; or

3. a 1/28 (2.6 weeks) or less interest in a time sharing uni

In order to be eligible for a mortgage loan urtie Program, any borrower who has an ownership
interest in any type of property listed in paragr&pmust either:

1. provide a contract of sale for the propertyhattime of application and submit documentation,
i.e., settlement sheet, title for mobile home, fyerg the sale of the property prior to closing of
the Program loan; or

2. provide a copy of a deed showing that the boerdvas divested ownership in the property.

IF PROPERTY IS LOCATED IN A “NON-TARGETED AREA”: 1)PROVIDE FEDERAL
INCOME TAX RETURNS FOR THE PRECEDING THREE YEARS SBSTANTIATING
BORROWER'S STATUS AS A “FIRST-TIME HOME BUYER” :OR 2) PROVIDE A TRI-
MERGE CREDIT REPORT THAT REFLECTS A 3-YEAR RENTAL EBTORY (IF THE RENTAL
HISTORY IS NOT REFLECTED, ALSO PROVIDE A 3-YEAR VERICATION OF RENT); OR
3) PROVIDE A COPY OF DD-214 |IF BORROWER IS A VETERA

A. Up until the current year’s filing deadline, therrower must submit signedx returns with all
schedulesor the previous two years plus an executed Affida Lieu of Current Year’s Tax
Returns (Attachment Jpr the current year’s tax return which has ndtbeen filed. If the current
year's tax form has been filed, it should be suteahit For example, if the borrower applies on
January 38, he would provide tax returns for the two yeaismto last year, as well as an executed
Affidavit in Lieu of Current Year’s Tax Returns ({&thment Jjor last year, if the return is not yet
filed.

B. After the current year’s filing deadline, thertmwer must submit signed tax returns for last y#as
the two years prior to last year. For examplduifing the current year, the borrower applies after
the IRS filing deadline, he would provide tax retsifor last year plus the two years prior to last
year.

C. All tax returns must be signed by the borrowsluding electronic returns and computerized

summaries from the IRS. In addition, the top mortof the return (name, address and social security
number) must be completed.
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2.5

D. Most types of returns as filed with the IRS lutting electronic returns, are acceptable; howeher,
return must:

1.

3.

be the type of return (for example, the 1040EZ@10A) which does not allow for the deduction
of mortgage interest or real estate taxes. Nbtdie Telefile Worksheet is used, the six-digit
confirmation number must be filled in and the Wdrst signed by the borrower(s); OR

be a return which includes information which Wbenable SFH to determine that the borrower
claimed the standard deduction (1040 showing alatandeduction). If the information on the
return indicates that the borrower did not claistandard deduction, then a full copy of the
return with all schedules must be provided

If the tax returns have been reconstructedarized affidavit from the borrower(s) must be
provided stating that the returns are a true amgkcbreconstruction.

NOTE: Electronic Filing Summary, IRS Form 8453 isot acceptable because it does not provide the
necessary information.

E. IRS Form 4506T, Request for Transcript of TaxuRe(Attachment B)can be used to request a

transcript of the borrower’s tax return(s). Makeesthat you request the return plus all schedules.

F. If the borrower was not required to file a tax ratithey must provide an executed Affidavit
Regarding Not Being Required to File Tax Returfdlachment Sktating that they were not

required to file and the reason why they were aquired to file.

G. If non-borrowing occupant taking title to profyein a non-targeted area, federal income tax mstur
for the preceding three years must also be proviaéess tri-merge credit report and Verification of
Rent provided and they reflect a 3 year history.

INCOME

A. ELIGIBILITY

1. Total ProjectedANNUAL Household Income does not exceed applicable Indomi¢

Total projectedANNUAL gross income from all household members occupyiagroperty
being purchased, except dependents less than i3gtdamay not exceed the applicable income
limit for the Program. Income Limits may be fousid
http://www.mmprogram.com/incomes.aspbacome for household members who are 18 years
old or older and enrolled full-time in high schawolcollege should not be included in the total
projected annual household income unless thatiohai is a borrower on the loan. An unborn
child can be treated as an “individual” (househakimber) when the birth of the child will
change the household size and result in an inciedbe applicable Income Limit. A
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Cetrtification of Pregnancy (Attachment must be completed and executed by the pregnant
borrower’s physician.

Projected Income at Time of Reservation

As of the date ofeservation, the Lender is to project the eligibility incona the year

following the date of the loan closing for all hetsld members, using the Income Eligibility
Worksheet and Lender Certification (Attachmentadyl information on income calculation in
this Manual. This information should then be pd®d to the borrower to complete the Buyer's
Affidavit.

Verification of Income

The Lender will verify all sources of income (indlog part-time jobs, overtime, bonuses and
commissions) for each household member who is &8yad or older, except the income of
full-time high school or undergraduate studentsessthat individual is a borrower on the loan,
and then project the anticipated household incamna period of 12 months from the date of the
loan closing. The Lender will then prepare a fimabme Eligibility Worksheet and Lender
Certification (Attachment Dyvith the verified information and submit it in tRee-closing
Compliance File.

If a household member 18 years or older has nanecthen provide a notarized statement
executed by the individual stating this.

Provide documentation to substantiate receipt il dupport and/or alimony income by any
household member.

Income may be documented by a standard writterfigation of Employment or by Alternative
Documentation.

. Calculating Income

Income from all applicable household members mashbluded in the eligibility income
calculation. Any household member who is 18 ye&egye or older, and not a full-time high
school or undergraduate student (unless a borromeidt provide documentation supporting
their income. This documentation may include Veaifions of Employment, “Work Number”
verifications with detailed income informatidor the last three years plus one paysiub
alternative documentation that includes: paystutxfsgring the most recent thirty-day period,
the previous year's W-2 forms, and a verbal veatfmn of employment (“Work Number”
verification without detailed income informatiomay be substituted for the verbal verification of
employment).

NOTE: Lender should exclude income from sources listader "Exclusions From Income"
section.

a. Income To Be Included - Information on Calcuigti
(1.) Baseincome

Take the base income from the most recent paystthed/OE and annualize it.
For example, if the borrower is paid a base incofr&l, 150 biweekly, the
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(2)

biweekly amount should be multiplied by 26 to detiere the borrower’s annual
base income of $29,900.

NOTE: If there is a significant discrepancy in thiease income calculated above
and the year-to-date base income, a written expléoramust be obtained from
the employer in order to make an appropriate calatibn.

The base income amount must be placed on the “Wa&edaries, etc.” line on
the Income Eligibility Worksheet and Lender Certifation (Attachment D).

> Documented future pay raises

Because of their arbitrary nature, it is not neapsto include future pay
raises in the calculation of the eligibility income

> Non-traditional

If a borrower is a teacher, it must be determinéétiver the borrower is
paid over nine, ten or twelve months. For examplbe borrower is paid
over nine months and his/her income is $2,000 gt you would
multiply the monthly amount by nine to determine #mnual income of
the borrower.

» Income of union workers (where the borrower had ergus jobs)

The income from all of the borrower’s employers tfog last two full
calendar years would be totaled and divided byttwietermine the
borrower’s average annual income.

Overtime, commission, and bonus income
Overtime and Commissions

This type of income must be projected in an amaonsistent with the earnings
history of the household member. Typically, tiyise of income may be
averaged (if VOE obtained) by totaling the last tears plus year-to-date and
then dividing by the total number of months thisige: represents and then
multiplying by 12 to calculate an annual incomer Example, if the year-to-date
overtime is $400 and it is as of March 8th andabwertime for last year was
$2,150 and for the prior year was $2,000, the wiattime of $4,550 is divided
by 26.26, 24 months for the previous two years Rgl@é months for the year-to-
date overtime, which equals $173.27 per month @y @224 per year.

NOTE: IF THERE ISA SGNIFICANT INCREASE OR DECREASE IN
OVERTIME, THEN AVERAGING MAY NOT BE ACCEPTABLE.
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(3)

(4.)

(5.)

If the VOE shows current year-to-date overtime \whgsignificantly (+/-25%)
higher or lower when annualized than previous yetwgould NOT be consistent
to average. Instead OT must be based on the tyeanto date OT unless the
employer documents that it is seasonal or a simggerrence.

If the VOE combines base pay with overtime, theeh@sy and overtime must be
calculated separately. A copy of the most recagsiub must be provided and
must confirm the VOE information. If it doesn'ty axplanation must be obtained
from the employer in order to make an appropriateuwation. The projected OT
amount must be placed on the “Overtime, etc.” inghe Income Eligibility
Worksheet.

If using alternative documentation (paystubs, Waale the year-to-date OT
figure and annualize it. Compare this amount (dddéase and other sources of
income) to last year's W2 income figure. If these significant increase or
decrease (+-25%), then additional documentatiort imeigbtained from the
employer explaining the discrepancy or the highli¢he current year annualized
income or previous year's W2 income must be used.

Bonus income

This type of income must also be projected in anwamhconsistent with the
earnings history of the household member. You ritstdetermine how this

type of income is paid - it normally is earned meg/ear and paid at the beginning
of the following year. If the VOE or alternative@uimentation is not self-
explanatory, obtain a written explanation from éimeployer. Bonus income must
be placed on the “Overtime, etc.” line on the Inedatigibility Worksheet.

Business Income/Self-Employed Borrower

Total the NET income plus the depreciation and etegh from the most recent
two tax years AND, after the first three monthshef current year, also include
the net income plus depreciation and depletion faoyear-to-date profit and loss
(P&L) statement and divide by the total number oinths covered by the tax
returns and the P&L statement. For example, iftote net income plus
depreciation and depletion for the two tax years the year-to-date P&L
statement is $72,500 and the year-to-date P&Lrseteis for five months, the
total income of $72,500 would be divided by 29 (2dnths for the two tax years
plus five months for the year-to-date P&L staterpantl then the result should be
multiplied by 12 to arrive an annual income of $8@.

Interest, Dividends, etc.

Deduct the amount of estimated closing costs agdlawn payment from the
available liquid assets as verified by bank or p#sset statements (amounts in
checking and savings accounts, stocks and bondsy é&greal property, etc.) and
if the net value of the assets after closing i983,0r more, multiply the amount
by three percent (3%).

Insurance, Pensions, Social Security, Worken@ompensation and Other
Periodic Payments.
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(6.)

(7.)

(8.)

(9)

(10.)

(11.)

This includes all periodic payments received fraial security, annuities,
insurance policies, retirement funds, pensiongility or death benefits, or other
similar periodic payments including: lump sum pawyts for the delayed start of
a period payment; payments in lieu of earningsh tscunemployment and
disability compensation, workmen's compensationsawtrance pay (see
Exclusions From Income section).

Unemployment Compensation

If a borrower has a pattern of receiving unemplayno®empensation as evidenced
by his/her tax returns or annual unemployment coreg@ion statements, an

average annual amount is calculated by totalingitfeanployment compensation
received for the last two years and dividing thisant by two. Place the total
amount of unemployment compensation on the “InstgaRensions, etc.” line on
the Income Eligibility Worksheet.

Alimony or child support

Court ordered alimony and/or child support receilbg@ny household member
MUST be annualized and the total amount placederialimony/child support”
line on the Income Eligibility Worksheet unlesssisubstantiated that scheduled
payments have not been received. If no alimonyarrahild support is received,
enter "$0" in the appropriate blank.

Public Assistance

This includes maximum amount of public assistamoere such payments include
amounts specifically designated for shelter ankities that are subject to
adjustment.

Gifts

Includes periodic and determinable payments andfular contributions
received from someone not residing in the dwelling.

Allowances, etc.

Includes all regular pay, special pay and allowarafea member of the Armed
Forces (whether or not living in the dwelling) wischead of family or a spouse.

Tax Credits
Includes any earned income tax credit in excegsooime tax liability.
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Exclusions From Income

Exclude income from the following sources from tb&al household income calculation:

(1.) Casual, sporadic or irregular gifts;
(2.) Amounts which are reimbursements for the cost aioa expenses;

(3.) Lump sum additions to family assets, such as itdngres, insurance payments
(including payments under health and accident arsee and workmen's
compensation), capital gains and settlements faopal property losses (but see
number 5 "Income to Be Included" section);

(4.) Amounts of educational scholarships paid diredlthie student or the educational
institution, and amounts paid by the governmera weteran for use of such
scholarships. Note: amounts which are availabiadibsistence are to be included
income;

(5.) Hazardous duty pay to a serviceman, away from hamdeexposed to hostile fire;

(6.) Relocation payments made pursuant to Titté the Uniform Relocation
Assistance in Real Property Acquisition Policieg 8f 1970;

(7) Foster child care payments (unless formerly adoatebreceiving foster subsidy);

(8.) Income of a live-in aide providing necessargort services for elderly, disabled
or handicapped persons;

(9.) Payments to volunteers under the Domestic Mekr Service Act of 1973;

(10.) The value of the allotment to an eligible selold for coupons under the Food
Stamp Act of 1977,

(11.) Income from the employment outside the hofridependent children (including
foster children) under the age of 18 years;

(12.) Payments or allowances made under the LoantecEnergy Assistance program;
and

(13.) Payments received from the Job Training Rastrip Act.

Complete a new Income Eligibility Worksheet dmshder Certification (Attachment D)
with the verified information and submit in the Re®sing Compliance File.

If, upon verifying income, the borrower’s annbhalisehold income exceeds the income
limit, the Lender must reject the loan applicatidrhe borrowers have the right to request
a reconsideration of your decision. See "EligipiReconsideration” section.

Reductions in Income. The following househaltbme reductions will make a loan
ineligible for MMP:

(1.) Borrower(s) taking a voluntary reduction irypa voluntarily terminating a job
within six months of the date of application whbattprior income would have
made the loan ineligible for MMP.
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2.6

(2.) Deletion of a borrower from the loan applioator a household member from the
Buyer’s Affidavit when that person’s income woulavie made the loan ineligible
for MMP.

5. Pre-Closing Compliance Review of Income

a. The eligibility income for an RHS guaranteed losuthiel esser of the applicable MMP or
RHS income limit.

b. The Income Eligibility Worksheet and Lender Cecfifion (Attachment Dindicates that
the income is within the income limit for the Pragr. The Lender will also certify that
the loan has been underwritten for all other resyuegnts of MMP and that the loan is an
eligible loan under MMP.

C. Loans for which the eligibility income exceeds theome limit for the Program will not
be approved at the pre-closing compliance revidwhere is a change in income after
pre-closing which causes the eligibility incomeesta@eed the income limit for the
Program, the loan cannot be purchased by CDAnctirmes are determined to be

ineligible during quality control reviews, the @fted loans must be repurchased by the
Lender.

6. Confirming Income at Settlement

The borrower will complete the Buyer’'s Confirmingdfilavit at settlement and indicate whether the
anticipated eligibility income or any other elidity information has changed.

B. AFFORDABILITY

Income to be used to determine the mortgage anmbanthe borrowers can afford is based upon the
applicable underwriting qualification standardsabshed by the insurer/guarantor. The amount of
income used to determine affordability often défénom that determined for eligibility.

ASSETS

. Borrower’s Required Investment in the Property

The borrower’s required investment in the propertyre minimum required by the insurer/guarantdr.
borrower’s sweat equity investment which meets ireguents of the insurer/guarantor is acceptable
under MMP.

. Asset Test Procedure

The Asset Test Worksheistonly completed for borrowers whose liquid assgfual or exceed 20% of
the purchase price of the property. Includeddniti assets are gifts in the form of cash or equity
“Gift of Equity” is defined as the difference betsvethe loan amount and the appraised value in@“no
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arms length” transaction (i.e., parent to childpéyger to employee) Borrowers with liquid assejsa
to 20% or more of the sales price may not be déditr the Program if they can afford a mortgagthat
applicable asset test interest rate (call 410-H3B7And ask any underwriter or processor to proyade
with the asset test interest rate for the appleabservation date and point program). The Lendler
verify all assets (see below) for each borrower by obtawiitten Verifications of Deposit or
alternative documentation (one month's most relsank statement for each account as of the date of
reservation) and list them on the Fannie Mae Form 1003/Freltdie Form 65 Loan Application.

The computations on the Asset Test Worksheet mdlicate that the loan application is eligible OR a
waiver has been pre-approved by CDA/SFH. The Waésmust be completed, signed and dated by
the Lender’s authorized representative.

1. When calculating a borrower’s assets, all asset$o be considered, including, but not limitied,
the following:

a.

>

—ERT T SQ@Teo0T

Items paid outside of closing (examples inclodeare not limited to:

appraisal, credit report, home inspection and depasproperty);

Savings accounts;

Checking accounts;

Certificates of deposit;

The total balance of any joint accounts;

Money market or mutual fund accounts;

In trust for accounts (amount accessible);

Chapter S corporate bank accounts (borroweeowithe Chapter S corporation)

Any other bank accounts;

Any stocks or bonds;

Funds from gift letters;

Any funds derived or to be derived from the safleeal property, any mobile home or other
property prior to loan closing. Documentation sihmaynet proceeds from any such sale is
required,;

. Amount used or borrowed from a life insuranckcygpIRA or 401K (less penalty); and

Gifts of equity (difference between the apprdigalue and the purchase price) in a non-arms
length transaction [if it is necessary to comptate Asset Test Worksheet (Attachmentthg
appraised value is listed on line 1 of the Assest Téorksheét

2. Exclusions

a.

The cash surrender value of a life insurancieypdhe value of an IRA account or the value of a
401k account may be excluded from the liquid aszetsell as from the Income Eligibility
Worksheet unless the borrower intends to use apioagainst a portion of his policy or account
for settlement expenses. In this instance, ordyatinount being used or borrowed, less any
penalty, is to be included in the liquid assets.

The value of a lot on which the borrower isléhng a home to be financed by the MMP loan
may be excluded.

Proceeds from any secondary financing or grant usefibr the purchase of the home.
Relocation benefits under the Federal UniforaioBation Act in connection with condemnation
proceedings (to be substantiated by a letterarPife-Closing Compliance Submission).
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3. Exception

An exception to this policy may be made, with thempwritten approval of SFH, when all three of
the following conditions are met;

a. the borrower’s household income is at or beléwwé&rcent of statewide median income for a
family of four, as published by HUD;

b. the regular income is fixed, such as pensicsooial security; and

c. the interest or dividend earnings on the asspial at least 50 percent of the total household
income.

2.7 PROPERTY REQUIREMENTS

A. Priority Funding Areas

Under the Maryland Mortgage Progra®@NLY newly constructed residences must be located a
Priority Funding Area. NOTE: A priority funding area is an older community or tally-

designated growth area where State and local gomeents already have a significant financial
investment in the existing infrastructure and watd target their efforts to conserve natural
resources and farmland while encouraging and suppiog sensible economic and residential
growth. Municipalities, Baltimore City, areas inde the Baltimore and Washington beltways,
neighborhoods which have been designated by the Weard Department of Housing and
Community Development for revitalization, EnterpesZones, and Heritage Areas within county
designated growth areas are priority funding area€ounties may designate additional priority
funding areas that meet established minimum crieriA PFA locator tool of th@riority Funding
Areas s on the Department of Planning’s websitétfh://mdpgis.mdp.state.md.us/pfa/pfa.htm

Please note: Priority Funding Areas and Targeteshs\have different meanings.
B. Residences over one year old that have not beeropsty occupied are considered existing units.
C. Occupying the Residence

Buyers must intend to occupy the residence witBil&ys of settlement. However, a post settlement
rental agreement with the seller is permitteddéf $eller is waiting for completion of a new home an
the completion is expected to be within 120 days.

D. Eligible residences include single-unit residerniteat are:

1. detached, one-half of a duplex (semi-detacl@ditached (townhouse) units;
2. modular homes that have the State seal of aplro
3. condominium units approved by the insurer/goiana
4. manufactured housing intended for residensally a single household and:

a. Is a multi-sectional structure which has a €nidlUD certification and was fabricated
after June 14, 1976, in an off-site manufacturanglity for installation or assembly at
the building site;

b. Must be a double-wide unit of one or more stodonsisting of a minimum of 800 square
feet (may not be a single-wide unit).
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C. Is not independently capable of movement amusislled permanently on an engineered
foundation in conformance with the National BuiigiCode published by the Building
Officials and Code Administrators Internationalc.|(BOCA) or the standards set by the
American National Standards Institute, Inc.;

d. Has brick, wood, aluminum, or cosmetically eqiewnt exterior siding and a pitched
composition shingle or wood shake roof;

e. (1) Is certified: (a) by the United States Bment of Housing and Urban Development
as a manufactured home in accordance with theh&tManufactured Housing
Construction and Safety Standards Act of 1974nasnded; or (b) by the Department as
an industrialized building in accordance with 8st6-204 of Article 83B of the
Annotated Code of Maryland; and (2) complies withrequirements set forth in
COMAR 05.02.04;

f. Is installed on real property the occupant ownfee simple or under a freely
transferable ground rent lease, and the legaltitthe improvements runs with the real
property;

g. Meets all applicable zoning requirements asutober of dwelling units, lot size, and

building set backs;

h. Is reasonably expected to have an economiedjtal to or greater than 30 years - the
term of the loan cannot exceed the remaining ecanbi@ as verified by the appraiser.

E. Ineligible Residences

Housing types excluded from the Program are:

=

Manufactured housing (mobile homes) that doésneet the requirements set forth under

“Eligible Residences”;

Cooperatives;

Rental homes or any home a portion of whicl ise rented,;

Investment homes;

Properties from which a trade or business islgoted in the principal structure or out buildings

without the prior written SFH approval of the pospd business use. Refer to the Additional

Buyer’s Affidavit Relating to Business Use of Risice (Attachment )

6. “Like Kind” exchange properties under Sectio1f the Internal Revenue Code UNLESS
PRE-APPROVED BY SFH (See Section 2.9H); or

7. Properties purchased through the sale of cdnigitds.

abkwn

Please note: residences with in-ground swimmindspmay not be financed with an RHS-guaranteed
loan.

See Ineligible Use of Loan Proced@section 2.9) for further information.
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F. Proposed Business Use of Residence

1.

The Additional Buyer’s Affidavit Relating to Busiag Use of Residence (Attachmerntrilust be
submitted to and approved by SFH ptiothe submission of the pre-closing complianke fi

For all business use, other than daycare sentltespplicable percentage is the Percent of the
Area (PA). For daycare services, the applicablegntage is the Use Percentage (UP). If the
applicable percentage calculated under 4(c) o(id(oh the Additional Buyer's Affidavit

Relating to Business Use (AttachmenteXyeeds 15%, the business use will not be approved

In addition, if a deduction will be claimed for f&@l income tax purposes for the business use of
the Residence and it will exceed 15%, the Busikkssswill not be approved.

The Additional Buyer’s Affidavit Relating to Busiag Use of Residence (Attachment N)
approved by SFH must be included in the pre-ctpsompliance file.

G. Maximum Lot Size

The maximum lot size under the Program is:

1.

2.

the greater of one acre or the jurisdictionalimum forurban and suburban aregsor

the greater of three acres or the jurisdiction@imum forrural areas

Jurisdictional minimums must be confirmed by thealazoning office.

Housing Standards

1.

All properties must meet or exceed the normal mimmproperty standards established by the
applicable insurer/guarantor. This includes props being sold at auction or institutional/
government foreclosure.

For new construction, the property must be cedifi®0 percent complete prior to settlement.
When weather precludes the completion of extevank, such as seeding/sodding, painting,
grading and driveways, the Lender may establisésarow account for completion of these
items. Loans with open escrows for the comphetibweather-related items will be purchased,
with the Lender assuming the responsibility feswing the work is completed after purchase.
The applicable inspection report (the FHA or VAnipliance Inspection Report; the RHS Final
Inspection Report; or the comparable inspectsport for a conventional loan) is to be
completed for the loans.

Repairs required as a predication to the valub@ptoperty as stated on the appraisal or
mortgage insurance commitment or to eliminateiamginent fire, safety or health hazard noted
in the home inspection should be certified aspletad by the appraiser or designee of the
Lender, as appropriate, prior to settlement efltian. However, if repairs are not certified as
completed prior to settlement, they must be foedtias completed prior to the purchase of the
loan.
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4. Certifications (example: plumbing, electrical, nogf, etc.) required prior to closing must be
completed by a professional licensed within tteeSof Maryland to perform the applicable
inspection and certification.

Maximum Acquisition Cost

Acquisition cost for the purpose of this Prograndefined in accordance with the Internal Revenue
Code of 1986, as amended, and is to be reflectétkimitial Buyer’s Affidavit.

1. The total acquisition cost of the property muattexceed the limit established by SFH for the
applicable jurisdiction. These limits may chaifigen time to time in accordance with
requirements of the Program and the federal govent.

2. If, prior to loan closing, there is an increaséhe total acquisition cost of the property and t
new total exceeds the applicable limit, the properho longer eligible and the loan cannot be
purchased and should not be closed.

3. Exclusions from the acquisition cost calculatioe:

a. Customary closing costs;

b. Prepaid expenses;

c. Points and origination fees; and

d. Any financed UFMIP, VA funding fee or RHS guaemfee
4. The calculation for the acquisition cost mustude:

a. the contract sales price less the cost of patgwoperty (the cost of fixtures is not deducted)
included in the price;

b. any capitalized ground rent, the amount of wisdo be calculated using a ground rent factor
of 200. The capitalized ground rent is determingdhiltiplying 200 times the monthly
ground rent. (EXAMPLE: Yearly ground rent of $120ided by 12 equals a $10 monthly
ground rent. Monthly ground rent of $10 times 2@@ials $2,000, which is the amount of the
capitalized ground rent to be listed in the Buy&fdavit.);

c. any additional costs to complete the dwellingincluded in the sales contract, such as
options, well and septic systems, other site dg@rent costs, any contemporaneous
arrangement for other work or services in compgetinadding to the dwelling, and/or the
cost of replacing fixtures removed by the seller;

d. any other financial consideration between thgsband the seller in connection with the
property such as UDAG/CDBG grants, site completé&in,; and

e. the appropriate value of a lot owned by thedwer for two years or less on which the
dwelling is to be built;
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J.

(1) Value for Buyer’s Affidavit

(2)

3)

When a dwelling is to be built on a lot ownedthg borrower for two (2) years or less,
the greater of the cost or current appraisediaiket value of the lot must be included in
the Buyer’s Affidavit for determining the acquisit cost.

Financing Criteria

When a dwelling is to be built on a lot owned bg torrower for two years or less, either
free and clear or by a mortgage having an inigahtand any subsequent term not
exceeding two years, it may be mortgaged throughPtiogram up to an amount equal to
the payoff of any lot loan and closing costs.

Mortgage Loan Limit

The mortgaged value attributable to the lot mayaxaeed the lesser of its cost to the
borrower or its current appraised value. Thedwer, in either of these circumstances,
must submit evidence of the cost of the land &edérm(s) of any temporary financing.

the appropriate value for a lot owned by tbertwer for more than two years

(1)

()

Value for Buyer’s Affidavit

When a dwelling is to be built on a lot owned bg borrower for more than two years, a
zero value must be reflected in the Buyer’s Afiitla

Not Financeable

A lot owned by the borrower for more than two gearay not be mortgaged through the
Program and the home being built is eligible ahtie lot is currently owned free and
clear.

Maximum Appraised Value

The appraised value of the property may not ex@2&86 of the current Maximum Acquisition Cost
for the applicable jurisdiction

Required Documentation
1. Property Appraisal
a. A current, complete appraisal, with the origimg_ender as the “client”, is required for all

properties. Photographs, maps, floor plans, dmutlar addenda must be provided in the
submitted file.

If wood-destroying insect infestation is notedhe appraisal, a wood-destroying insect
certificate is required. If treatment is recommeshdt must be completed. If damage
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C.

resulting from the infestation is structural, iish be repaired. Documentation must be
included in the Post Closing Compliance and Pget&ubmission.

If water supply is private and it is noted lne tappraisal that the water is not potable, a well
certificate indicating that the water is potablestioe included in the Post Closing
Compliance and Purchase Submissiorncistern is not an acceptable water sugystem.

If the property has a septic system and ibted in the appraisal that the system is
malfunctioning, a septic certificate indicating gystem is working satisfactorily must be
included in the Post Closing Compliance and Pul@agmission.

2. Home Inspection

a. A home inspection report is required, unlesspitoperty is new construction (i.e. less than

®

one year old and never occupies) or has undergdysantial rehabilitation (i.e. cost of
rehabilitation is 50% or more of the sales pricEje home inspector must be licensed in the
State of Maryland and be acceptable to the borroviere must be no current or past
relationship between the home inspector and therselrhe lender must submit a LEGIBLE
copy of the home inspection in the Pre-Closing Clianpe Submission or the “Quick Close”
Post-Closing Compliance and Purchase Submissi@wly\Nconstructed or substantially
rehabilitated houses are required to have a setiisfainspection report.

Any items noted in the home inspection andrd@teed by the lender to be an imminent fire,
safety or health hazard must be addressed anfletkes completed by the appraiser or
designee of the lender prior to the settlemenhefidan.

If wood-destroying insect infestation is notedhe home inspection, a certificate is required.
If treatment is recommended, it must be completeédamage resulting from the infestation is
structural, it must be repaired.

If water supply is private and it is noted ne thome inspection that the water is not potable, a
well certificate indicating that the water is pdtals required.

If property has a septic system and it ischotehe home inspection that the system is
malfunctioning, a septic certificate indicatingtttize system is working satisfactorily

2.8 ELIGIBLE MORTGAGE LOANS

A.

Term

The mortgage term is 30 years.

Maximum Mortgage Amount

1. FHA-insured loan
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3.

The mortgage amount may not exceed the FHA Maxiriortigage Amount for the applicable
jurisdiction

Exception
The UFMIP may be added to the mortgage amount leddxl

VA-guaranteed loan

The mortgage amount may not exceed the VA LimitHerapplicable jurisdiction

Exception

The VA funding fee may be financed as long as E@ount does not exceed VA Limit for the
applicable county.

RHS-guaranteed loan

The mortgage amount may not exceed 100% of theasged value of the property, subject to the
modest housing limitfor the applicable jurisdiction (closing costs nieyfinanced if appraised
value is higher than purchase price)

Exception

The RHS guarantee fee can be added to the maximangage amount calculated, up to 100% of
the appraised value plus the guarantee fee.

4. Ml-insured loan

Until further notice, loans insured by private tgage insurance companies are no longer
eligible for the Maryland Mortgage Program. Tisishe result of the mortgage insurance
companies ceasing to have ratings acceptabletatimg agencies that rate the bonds that fund
CDA'’s Maryland Mortgage Program.

C. Subordinate Liens

Second mortgages are permitted if they comply #iehfollowing requirements:

1.

Terms must be acceptable to the mortgage insusgglgtor and meet all requirements of the
mortgage insurer/guarantor;

No shared lien or tacking /attaching secondaryniongy liens, conditions or riders to MMP Deed
of Trust (DOT). It must be an entirely separatsosel lien recorded after the MMP DOT;

No deed covenants related to the secondary fingmoay be in the Deed incorporating the
requirements of the secondary financing;

Terms of repayment must be incorporated into tleeowmriting of the MMP loan and included
on the underwriting transmittal; and
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5. Loan amount must be reflected in the CLTV.
D. Assumptions

1. Mortgage loans sold to CDA are assumable dntheipurchaser:
a. meets the applicable underwriting qualificationd assumption requirements of the insurer;

and
b. meets the MMP eligibility requirements including

1) buyer must expect to occupy the property as a ipahcesidence within a reasonable time
after the transfer is completed;

2) none of the buyers may have had a “present ownpenstarest” in a principal residence
during any part of the three year period endinghendate of transfer;

3) the acquisition cost may not exceed the currergaro limit for the jurisdiction;
4) the eligibility income may not exceed the currgmplecable income limit; and

5) the buyer must meet the minimum investment requbsethe insurer/guarantor, unless
one of the original borrowers remains on the loan.

2. Buyer’'s and Seller’s Affidavits must be compktét
3. Notice of Potential Recapture Tax must be sigiredidated.
4. Appraisals are not required.

5. Assumptions must be submitted in accordance ingnuctions provided in the Loan Servicing
Manual.

INELIGIBLE USE OF LOAN PROCEEDS FROM A TAX-EXEM PT MORTGAGE REVENUE
BOND ISSUE

Except as authorized in writing by SFH, no portadthe proceeds of a mortgage loan may be used to:
A. enrich the borrower;

B. refinance, directly or indirectly, an existingrtgage loan or loans of the borrower on the reside
other than:

1. aqualified lot loan [see 2.71, 4 e(2) & (3hd
2. aconstruction loan or a bridge loan or other simtémporary initial financing.

C. pay any financing or settlement costs (excepafy financed FHA UFMIP; VA funding fee; or
RHS guarantee fee/closing costs up to appraised)yal any other adjustments on an FHA-insured
loan;
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2.10

pay the cost of any items deducted from thessabatract price in computing the acquisition aist
the residence as identified in the Buyer’s Affidavi

finance a land installment contract;

finance a wrap around mortgage;

. facilitate the selling of contract rights; or

. finance a “like-kind” exchange of properties en&ection 1031 of the Internal Revenue Code

(“1031 exchange”), when an intermediary or othditgis executing the deed transferring the home
to the buyetJNLESS A DHCD LEGAL REVIEW IS PERFORMED PRIORTO TH E
SUBMISSION OF THE PRE-CLOSING COMPLIANCE SUBMISSION . In order to be
approved, the Lender must submit a copy of therimeeiary/Exchange Agreement between the
Seller and the Intermediary entity, along with enptete copy of the contract of sale and Seller’s
Affidavits completed by the Seller and the Interimaeg to SFH prior to the submission of the Pre-
Closing Compliance Submission (Attachmentdf the “Quick Close” Post-Closing Compliance and
Purchase Submission (Attachment Qhe Confirming Seller’'s Affidavits completed the Seller

and the Intermediary must be included in the Pdg$i6g Compliance and Purchase Submission
(Attachment L)or the “Quick Close” Post-Closing Compliance anddhase Submission
(Attachment Q)

However, if the seller, who is holder of legaldtito the home, executes the deed transferring the
home to the buyer, a loan that involves a 1031 &xgé may be purchaseéd THOUT A LEGAL
REVIEW of the real estate exchange agreement and othanamtation in connection with the
1031 exchange

COMPLIANCE CERTIFICATION

It is the Lender’s responsibility to certify thata borrower and the property being purchased theet
eligibility requirements as stated in the MMP Lerisi®&anual.

A.

The Lender must thoroughly investigate each aredigibility and collect sufficient documentation
to establish compliance with the requirements.

The Lender must sign the Income Eligibility Wehleet and Lender Certification (Attachment D),
which contains a Lender Certification section,dach loan.
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SECTION 3 - UNDERWRITING GUIDELINES

3.1 MORTGAGE INSURANCE/GUARANTY

All loans with an LTV ratio greater than 80.0 percent:

Must be insured by the Federal Housing AdministratiFHA); or guaranteed by the Veterans
Administration (VA); or Rural Housing Services (RHS

Loans insured by private mortgage insurance conegaarie not eligible for the Maryland
Mortgage Program

All loans with an LTV ratio of 80.0 percent or less

must be underwritten to current Fannie Mae underwriting guidelines

If a loan without insurance/guaranty is supporteddcondary financing, then such secondary
financing must be acceptable to CDA. The seconfiaaycing may include, for example,
certain grants or loans from governmental or nafipentities; any loans must be non-
amortizing or amortized at an interest rate belosvrharket rate.

Maximum CLTV is 100%.

Homeowners Protection Act Lenders shall provide the borrower with noticed disclosures
required by the Homeowners Protection Act at itine f closing.

Cancellation of Private Mortgage Insurance In addition to termination and cancellation
rights available to the borrower under the Homeens Protection Act, DHCD also permits a
borrower to request cancellation of private magtginsurance or insurance through the
Maryland Housing Fund for loans made after JantiaP005, provided that:

1. If the loan is between two and five years old
a. the loan balance is Percent or less of the current value of the hosessablished by a
new appraisal acceptable to DHCD;
b. none of the borrower’s payments were 30 daysae past due within the 12-month
period before the mortgage insurance will be cdedglnd
c. none of the borrower’'s payments were 60 daysae past due during the 24-month
period before the mortgage insurance will be caadel

2. If the loan is more than five years eld
a. the loan balance is @@rcent (instead of 75 percent) or less of theeotivalue of the
home as established by a new appraisal acceptaDEE€D;
b. none of the borrower’s payments were 30 daysae past due within the 12-month
period before the mortgage insurance will be caadpbnd
c. none of the borrower’s payments were 60 daysare past due during the 24-month
period before the mortgage insurance will be cdedel

If the borrower does not request private mortgage insurance cancellation, the servicer will
automatically cancel private mortgage insurance on these loans when the LTV ratio is scheduled
to reach 78 percent, based on the value of the home at |oan origination, provided theloan is
current at that time.
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3.2

UNDERWRITING GUIDELINES

A.

Credit Scores

The minimum “representative” credit score forMHtryland Mortgage Program loans is 620.

The lender is required to obtain a “represengétoredit score. The lender should obtain a
minimum of two credit scores for every borrowd@his enables the lender to select a single
applicable score for underwriting each borrower — the lowsare when two credit scores are
obtained or the middle score when three creditescare obtained. When there is only one
borrower, the singlapplicable score used to underwrite that borrower is the
“representative” credit score for the mortgager fultiple borrowers with two scores, use the
lowest score of all borrowers as the “represergascore for the mortgage. For multiple
borrowers with three scores, take the middle stmreach borrower and use the lowest of the
middle scores as the “representative” score femntlortgage. A copy of the “credit scores”
page from the credit report for each borrowerst be included in the pre-closing or quick close
submission for al{conventional and government) loans.

If the borrower does not have a credit scorevateaced by the credit score page of a credit
report and the borrower’s loan is a manually uwdigten FHA-insured loanthe loan will be
eligible if the borrower has acceptable non-tiadal qualifying credit as determined by current
FHA underwriting guidelines.

Maximum Total Debt-to-Income Ratio

The maximum total debt-to-income ratio alloweddth automated underwritten loans is 45%,
regardless of findings. For all manually undengntloans, the ratios must meet the benchmark
underwriting ratios of the insurer/guarantor. Egample, for an FHA-insured loan, the
gualifying ratios are 31%/43% and these ratios beagxceeded, up to a maximum 45.00% total
debt-to-income ratio, if the lender describes thipensating factors used to justify mortgage
approval. These compensating factors must be lmtatie Underwriting Worksheet or
Transmittal Form.

Eligibility Compliance and Insurer/Guarantor @éndriting Guidelines

The patrticipating Lender, in addition to underugteach loan for compliance to federal and
state eligibility requirements, also will underterthe loan in accordance with the applicable
underwriting guidelines of the insurer/guarantor

Home Buyer Education

Home buyer education is MANDATORMYANd each MMP borrower must attend, whether or not
they are first-time homebuyers. Borrowers are ireguo receive homebuyer education that
meets at least the minimum FNMA, FHLMC, or FHA stards.

1. Homebuyer Education is required prior to loasitig

2. Certification can be no more than 12 monthsaplthe time of closing.

3. Housing Counseling Lender Certification of Coetn (Attachment C) to be included in the
Pre-closing Compliance Submission or the “QuicksgidPost-Closing Compliance and
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4.

Purchase Submission. All sections of this form timescompleted, signed and dated by
lender representative.

If third party provided the counseling, thereatificate from the third party must also be in
the submission file.

If the borrower is also applying for a Downparhand Settlement Expense Loan Program
(DSELP) loan and/or a Partner Match Program loan, (HK4E, HK4E/SK4E, BDIP and/or
CPIP) on a property located in:

1.

Anne Arundel County (does not include the City of Annapolis), the daling requirements
must be met:

a. Any HUD-certified counseling agency may provide counseling; and

b. The borrower is required to graduate from a Hauger Counseling Program that
includes at least eight hours of education on tréddget, savings, the settlement process
and mortgage products

. Baltimore City Any prospective home buyer purchasing a homeaitiBore City and

receiving funds from a Baltimore City program meosimplete homeownership counseling
from a Baltimore City-approved housing counseliggrecy and obtain a counseling certificate
before entering into a contract of sale to purclzakeme.

. Baltimore County, the following requirements must be met:

a. Counseling musbe received from one of the following counseliggcies:
» Diversified Housing Development;
» Eastside Community Development Corporation, Inc.;
» Harbel Housing Partnership Program; or
*  We are Family Community Development

b. All workshop and individual counselingust be completed and counseling certificate
received before the borrower enters into a conthstle to purchase a home

. Harford County, the following requirements must be met:

a. Homebuyer education may take the form of a fackte-tutorial, classroom or workshop
session conducted by a HUD-certified counselingnageor by a lender that uses the
services of mortgage insurer with an establishegt@&tbn/counseling program;

b. Homebuyer education must be received prior to t8&I0P loan closing

Lenders must submit a copy of the Housing Coungelihender Certification of Completion
(Attachment C) in the pre-closing compliance filglandicate whether the counseling was
provided by the lender or a third party. If themseling was provided by a third party, a
certificate from the third party must also be pded. Refer to the “Maryland Lenders Manual
for the DSELP/Partner Match Program” for more dethinformation.
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SECTION 4 - COMPLIANCE REVIEW AND SUBMISSION

4.1 PRE-CLOSING COMPLIANCE REVIEW

A. Mandatory Review

Prior to closing, SFH will complete a compliance dnll underwriting review of all loans. For
“Quick Close” loans, the compliance and full undetwg review will be completed after the
loan closes but before the loan is reviewed focpase.

B. Required Documents

1. The participating Lender shall submit to SFHbmpliance file that contains all of the
documents required for the pre-closing compliaesgewplus a complete credit package
The Pre-Closing Compliance Review Checklist (Attaehnt K)lists all the standard
documents to be submitted in the file. By using@hecklist, together with the information
provided in this Manual, to review the pre-closemnpliance file before submission to SFH,
the Lender should be able to deliver an eligible eomplete file.

2. FHA Submissions: Provide FHA Loan Underwritangd Transmittal Summary (HUD form
92900-LT) signed and dated by the underwriter ¢1FA” completed in “CHUMS ID #”
block, copies of automated underwriting worksheeis all other required forms. Loan
amount with UFMIP may not exceed reservation amount

3. VA Submissions: Provide VA Loan Analysis Wdrkst signed and dated by the VA
Underwriter and all other required forms. Loan amtowith VA Funding Fee may not exceed
reservation amount.

4. RHS Submissions: Provide Fannie Mae Form HI@BRHS Conditional Commitment for
Single Family Housing Loan Guarantee (Form RD-128pPand all other required forms.
Loan amount with Guarantee Fee and closing cdsapilicable) may not exceed the
reservation amount.

5. Buyer's Affidavit for Tax-Exempt Bond Loai@3nly OR Buyer’s Affidavit for Veteran's
Loans Only
a. All sections to be completed and must be aceurat

b. All household members are to be listed
c. If household member receives child support, theramount should be listed;
if a household member does not receive child siapplace a “0” in the blank.

d. Provide full three years of residency (priodtde of application) for each borrower and
non-borrowing occupant who will be holding titlettee property.

e. If previous ownership is noted, the borrowentgay still be MMP eligible and long as
property is located in a targeted area. If thapprty is located in a non-targeted area

and one of the borrowers is a veteran and proadsxpy of the DD-214, then this
scenario will be considered a first homebuyer @atien.
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f.  Affidavit must be signed and dated by all boress: A power of attorney is not
acceptable unless the borrower is physically inlokgpaf signing and POA has been
submitted for approval to CDA.

g. If non-borrowing occupant will be holding title the property, he or she must sign
and date the Buyer’s Affidavit.

6. Certification of Pregnancy (Attachmentmust be completed and executed by the pregnant
borrower’s physician if the borrower is expectinghad.

7. Additional Buyer’s Affidavit Relating to BusingdJse (Attachment N) must be approved by
CDA prior to closing and signed by all borrowers.

8. Separation Affidavit (Attachment Ayust be included if borrower’s marital status sdd as
“separated” and must be signed by the borrower.

9. Notice to Homebuyemust be signed by all borrowers

10. Seller’'s Affidavitmust be completed, signed and dated by all Selkk®Bower of Attorney
will not be acceptable unless the seller is phylsicet mentally incapacitated and unable to
sign. Substantiation of this incapacity must bevjated along with a copy of the POA and
approval by CDA of the POA must occur prior to sugsion.

11. Fully executed Contract of Sal8ee MMP Lender’s Manual for acceptable conveganc
under MMP

12. If homebuyer entering into a contract of salen eligible property under the CDA/REO
Program, homebuyer must provide lender withogice of Eligibility for Special Reduced
Interest Rates under CDA/REO Program

13. Appraisal or Certificate of Reasonable ValuRY for VA loans A complete copy if
required including photos, maps and floor plan

14. Home Inspection

15. Housing Counseling — Lender Certification oh@aetion (Attachment C)

File Assembly

The pre-closing compliance file must be submitted legalsize file folder and contain all the
required documents in the order listed on the Clistckrom top to bottom.

The documents for the MMP loan are to be two-holechped at the top of the documents and
securely fastened by a metal prong fastener tagheside of the file folder. The names of the
borrowers and the MMP Reservation Number are tcldmaly written or typed on the index tab
of the folder.

In addition, the words “Pre-Closing Compliance” tode written in large letters on the outside,
front of the file folder.

File Submission

The pre-closing compliance file is to be submitie&FH at the following address:

CDA/Single Family Housing
Pre-Closing Compliance
100 Community Place, 4th Floor, Room 4.300
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Crownsville MD 21032-2023
E. Compliance File Review

Loans will be reviewed on a “first-submitted, farstviewed” basis. SFH will notify the Lender
via LOL of any deficiencies in the pre-closing cdrapce file. It is the Lender’s responsibility
to respond promptly to such notification.

F. Approval

If the pre-closing compliance file is complete améets all of the eligibility criteria for MMP
compliance, SFH will approve the pre-closing corpdie file and the approval will be listed on
Lender On-Line as “UW/Compl Review/APPROVED dhedate of approval]”. The
“UW/Compl Review/Approved” status in Lender On-Limglicates that a pre-closing
compliance review of the loan has been performed tlae loan is in compliance as of the time
of the pre-closing compliance review. It is recoemtled that the Lender print the LOL Loan
Status page for their records.

IMPORTANT: BORROWERS MUST MEET THE ELIGIBILITY REQUIREMENTS
NOT ONLY AT THE TIME OF THE PRE-CLOSING COMPLIANCE REVIEW BUT
ALSO AT THE TIME OF THE LOAN CLOSING.

Events that may occur after the pre-closing compkareview which would make the loan
ineligible for purchase by SFH include, but are limatted to: an increase in household income,
an increase in the acquisition cost of the propéaiiure to sell other real property before clasin
the MMP loan, and failure to obtain the necessaguchents at loan closing. The borrower(s)
and seller (s) must sign a Confirming Affidavitcksing either to affirm that the representations
contained in the initial Affidavit are true and oegt as of the date of the closing or to reflegt an
changes occurring subsequent to the initial Affidav

G. Denial
If the pre-closing file does not meet the eligilatly criteria for MMP, the Lender will receive
a denial letter by fax and by mail. This letter wil indicate the reason(s) for ineligibility.
After a denial letter is issued, the borrower/Lende must request eligibility reconsideration

within 30 days or the funds will be canceled. Hower, the original Reservation Expiration
Date is still in effect.

H. Eligibility Reconsideration

Should the Lender or SFH determine that a borrasveot eligible for the Program, the borrower
should be informed of their right to request a ressderation of the denial.

1. Each reconsideration request must be made tmwby the borrower, be submitted through
the Lender within 30 days of the denial notice, eodtain the following information:

a. a cover letter from the Lender requesting canratibn of the borrower’'s request;

b. a copy of the letter from the Lender rejecting borrower’s application;
c. the borrower’s signed reconsideration request;
d. a copy of the loan application;
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4.2

e. documentation describing the basis for the r&fgue

f. a copy of all the information and documentatsabmitted by the borrower supporting
the basis of the reconsideration request; and

g. a copy of the Income Eligibility Worksheet andome documentation when income
is the issue.

2. All reconsideration requests are to be mailed to

CDA/Single Family Housing
MMP Reconsideration Committee
100 Community Place ™4Floor, Room 4.300
Crownsville, Maryland 21032-2023

3. The Reconsideration Committee will review eaatonsideration request and will notify the
Lender and the borrower of the final decision. Augstions concerning a reconsideration
request should be directed to SFH at (410) 514-7530

4. The financing of any mortgage loan as a redudtsuccessful reconsideration is subject to
the availability of Program funds at the time opegval.

POST CLOSING COMPLIANCE AND PURCHASE REVIEW

SFH purchases mortgage loans from the Lender iordance with the terms of the Lender’s signed
Mortgage Purchase Agreement and Participationexgents, as amended.

A. Loan Submission

1. Submission Timeframe

Loans are to be submitted to SFH for purchase pithie Commitment Expiration Date.
Loans will be reviewed by a SFH purchase revieweptirchase on a “first-submitted,
first-reviewed” basis.

2. Required Documents

The Lender shall submit to SFH loan files that aomall of the documents required for
purchase. The Post-Closing Compliance and PurdRegew Checklist (Attachment L)
lists all the standard documents to be submitteéderpurchase file. In addition, the
checklist gives information on the items being esved on each document. More
detailed information is also given below. By usthg Checklist and the information
provided in this Manual, to review the loan filéfdre submitting it to SFH for purchase,
the Lender should be able to deliver an eligible eomplete file.
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4.

Purchase File Assembly

The purchase file is to contain all required docotsén the order listed on the Post-
Closing Compliance and Purchase Review Checkliga¢Ament L) from top to bottom,
and attached by an “ACCQO”- type fastener to thbtrgyde of a legal size file folder.
Documents not listed on the Checklist should baized under “other” and placed last in
the folder. Please do not submit extra items @nyes are sure they will be needed
because of the unusual nature of the particular. IG2urchase files submitted with an
incorrect form of checklist and substantially inquete or out of order will be returned to
the Lender, at the lender’s expense, for corredigfore the loan will be reviewed

The names of the borrowers and the MMP Reservéationber are to be clearly written
or typed on the index tab of the folder, and thedsdPost Closing/Purchase” written in
large letters on the outside front of the file faid

Additional Purchase Submission Information
a. Deed of Trust Note and Note Endorsement

The original Note must be submitted in the Purchige Notes sent under
separate cover are at the sole risk and respanhgsiffithe Lender. SFH does not
honor and will not acknowledge any form of bailettdr or warehouse agreement.

Place endorsement on back of Original Deed of TMageé. Do not attach a
separate page. It should read as follows:

“Pay to the order of the Maryland Community Devehgmt Administration
(CDA) without recourse”.

An authorized officer must sign the endorsement.
b. Deed of Trust
(2) If lender is a MERS member:

(@) A MERS as Original Mortgagee (MOM) Security Instremb is
required and all assignments are eliminated; the’soMOM
security instrument names MERS as the original gagee;

(b)  The Mortgagee Identification Number (MIN) is reqdron the top
right portion of the Security Instrument prior toging the loan.
PLEASE, do not place the MIN number within the meitog
margin of the document;

(c) Lenders are to register all loans with MERS andtmut a “MIN
Summary” for each loan and include it in the Polstsdg
Compliance and Purchase Submission or the Quicke(mst-
Closing Compliance and Purchase Submission; and
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(d) If the Deed of Trust is not executed as a MOM l@anassignment
must be completed changing the name of the beagfifiom the
Lender’s name to MERS.

PLEASE NOTE: It is mandatory for lenders who areR&Emembers to

use MERS

If lender is not a MERS member and would like égcdime a member,
information about MERS can be obtained from theibsite
(www.mersinc.oryor by contacting a MERS regional director at &36-
MERS (6377).

Name and Maryland license number of the lendemaodgage originator
required. When recorded, deed of trust shall ¢onta

@) The name and Maryland mortgage originator licensaber of the
mortgage originator that originated the loan satimethe deed of
trust; or

(b)  An affidavit by the person that originated the rgage loan
secured by the deed of trust that the individuab whginated the
loan is exempt from the licensing requirement uridgel11
Subtitle 6 of the Financial Institutions Articlend

(c) The name and Maryland license number of the moeté¢eader
that made the loan secured by the deed of toust;

(d)  An affidavit by the lender that made the mortgaggnlsecured by
the deed of trust that the lender is exempt froenittensing
requirement under Title 11, Subtitle 5 of the Firiahinstitutions
Article.

C. SFH Documents

(1)
(2)

The mortgage loans must be executed on formoaed by SFH.
Sample closing documents provided by SFH megihotocopied and
may not be altered, laser printed or typeset by &raler or any other
party, unless specifically permitted by SFH, andude:

(@) CDA Tax-Exempt Financing Rider;

(b) CDA's Seller's Confirming Affidavit;

(c) CDA'’s Buyer’s Confirming Affidavit;
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(d) CDA'’s Notice to Borrower with Information f@alculating
Potential Recapture Tax

(3) Lenders must use the applicable NotesdBeé Trust, and
Condominium Riders.

Manner in which title will be held

TENANTS IN COMMON IS NOT A PERMITTED FORM OF
OWNERSHIP

All property shall be conveyed by one of the follogrmethods:

(1) Single person—SOLE OWNER (can be listed assborrower’'s name—
does not have to say “sole owner.”)

(2) Husband and wife—TENANTS BY THE ENTIRETY. THmm of
ownership can be stated in one of the followingsvgyames are for
example purposes only!):

(@) John Doe and Mary Doe, his wife

(b) John Doe and Mary Doe, husband and wife

(c) John Doe and Mary Doe, tenants by the entirety
(d) John Doe and Mary Doe, married

(3) Unmarried persons or three or more persons—must SGANT
TENANTS.

REVOCABLE TRUSTS ARE NOT PERMITTED

NOTE: There shall be no change in the type of owsleip (includes, but is not
limited to, deletion/addition of a name) throughotite life of the mortgage
without a written pre-approval by CDA. Refer to@en 2 — Compliance
Requirements, item 2.1 D regarding requirements when-borrowing
occupant takes title to the property.

Title insurance binder/policy [CDA will acceptheer the ALTA Short Form
Residential Loan Policy revised 10/21/00 (ALTA Steorm) or the ALTA 06
Residential Loan Policy effective June 17, 2@though we would prefer the
ALTA Short Form].

(1) If leasehold, annual amount of ground leasetards of payment must be
included.
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(2)

®3)

(4)

()

(6)

If the title insurance binder/commitment expiB® days from the effective
date and the closing date is scheduled after feetafe date of the title
binder/commitment, the title company must issueigaprance coverage.

If the title insurance policy is not availapéetitle binder is acceptable at
the time of purchase by SFH.

Insured parties must appear as “(Lender), anbéor successors and
assigns, as their interests may appear”.

The binder/policy must insure the mortgaga &sst purchase money lien
as of the date of the recorded Deed of Trust.

ONLY APPLIES IF ALTA 06 RESIDENTIAL LOAN POLICY
USED

THE FOLLOWING TYPES OF EXCEPTIONS MUST BE DELETED
FROM THE FINAL TITLE POLICY. 1T MUST BE NOTED ON HE
TITLE INSURANCE BINDER OR BY A SEPARATE ENDORSEMENT
TO THE TITLE INSURANCE BINDER INCLUDED IN THE "QUIE
CLOSE” OR STANDARD POST-CLOSING COMPLIANCE AND
PURCHASE SUBMISSION THAT THESE EXCEPTIONS WILL BE
DELETED FROM THE FINAL TITLE POLICY.

NOTE: Wording of these exceptions may differ slightlyeach insurer’s
binder.

(a.) Defects, liens, encumbrances, adverse clairather matters, if
any, created, first appearing in the public recandattaching
subsequent to the effective date hereof but poidhe date the
proposed insured acquires for value of record ¢@e or interest
or mortgage thereon covered by this Commitment.

(b.)  Discrepancies or conflicts in boundary lingsrecorded
easements, encroachments or area content thatmeterand
accurate current survey would disclose.

NOTE: All survey exceptions must be deleted orirafiative
coverage acceptable to SFH issued by the insurer.

(c.) Rights or claims of parties in possessiongmaiwn by the public
records.

(d.)  Anyliens, or right to a lien, for serviceabbr or material
heretofore or hereafter furnished, imposed by lad/ ot shown
by the public records.
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(7)

(8)

(9)

(e.) Easements, or claims of easements, not shgwhelpublic
records.

ONLY APPLIES IF ALTA 06 RESIDENTIAL LOAN POLICY
USED

All binders/policies must include a forfeiture amdersion clause if any
exceptions, OTHER THAN UTILITY EASEMENTS/ AGREEMENS
will appear on the title policy. A typical claustates:

“It is hereby insured that any past, present asritbreach or violation of
any of the above exceptions, conditions or regbristwill not work a
forfeiture or reversion of title.”

ONLY APPLIES IF ALTA 06 RESIDENTIAL LOAN POLICY
USED

If any of the improvements result in encroachmebitgjer/policy must
state that insured Lender will not suffer loss @netary damage as a
result of enforced removal.

ONLY APPLIES IF ALTA 06 RESIDENTIAL LOAN POLICY
USED

All survey exceptions must be deleted or affirmatioverage acceptable
to SFH issued by the insurer.

Mortgage insurance/guarantee

Forall insured or guaranteed loansa screen print(s) from the mortgage
insurer’'s/guarantor’s website indicating that theurance/guarantee status is
active and that the required premiums have beeh(payment history) must be
provided in the Post-Closing Compliance and Pureliagomission (regular or
Quick Close). This may require two screen prints.

Hazard/Fire and Extended/Homeowners Insurance

(1)

The value placed on improvements by the inswikbe acceptable for
hazard insurance coverage.

Hazard insurance on a condominium unit If no master policy exists, an
individual policy on a condominium unit meetingtabove requirements
is acceptable. However, if the condominium isinesl by a master policy,
the master policy shall provide for the total em@ment of the
condominium unit and at a minimum, shall affordtpction against the
following:
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@) for condos with 20 or more units, fidelity imance is required to
ensure that homeowner association funds areqbeake

(b) loss or damage by fire and other perils nonynadivered by the
standard extended coverage endorsement;

(c) in the event the condominium contains a stbaiter, loss or
damage resulting from steam boiler equipmentlaats in an
amount not less than $50,000 per accident patitm (or such

greater amount as deemed prudent based on the oétihe
property);

(d) all other perils which are customarily coverdgth respect to
condominiums similar in construction, location arse,
including all perils normally covered by the stardi"all risk"
endorsement, where such is available.

(c) if the master policy does not cover the interiotr@ unit including
fixtures, equipment, and other affixed propertydeshe
individual unit, a “walls-in” (HO-6) policy will beequired; a
condo-owners policy, known as an HO-6 policy, cevyagrsonal
property, personal liability, and the physical unim the studs in.

I. coverage may not be less than 20% of the asseakesl v
ii. an amount, listed as “hazard insurance escrowf beil
required to be escrowed monthly for this policy

In addition, such policies must include an "Agréedount Endorsement”
and, if available, an "Inflation Guard Endorsement"

IMPORTANT: The master policy certificate (or some other forrh o
documentation from the insurance agemicluded along with the master
policy certificate) submitted in the purchase page must make clear
that the above protection is provided

(2) show a standard mortgagee clause reading:

“(Lender), and MD CDA and/or their successors asglgns, as their
interests may appear”. The mailing address shioeilithe Lender’s
address.

(3) be issued by an insurance provider which mibet$ollowing
requirements:

All insurance providers must be listed in the [afdfred M. Best
Company guide and rated not less than: “Classi@g) - “B+” (policy
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holder’s rating). Additionally, all insurance coarpes must be chartered
in the United States, have received permissiomitaact business in
Maryland, and be in good standing with Marylandep@rtment of
Licensing and Regulation. Providers who do nottrifeese requirements
are not eligible insurance providers under the Rrog Lenders are
responsible for assuring the eligibility of hazardurance providers for all
loans that they originate.

(4)  Apaid receipt for the first year’s premium, on theinsurance
company'’sletterhead, is required for all loans regardless of the fact

that the premium was paid outside of closing (@CP item) or it was
paid at the closing.

(5) Declaration page is required.

Flood Insurance
(2) Certification must be obtained with life of lbaoverage

(2) If flood insurance is required, it must be at lesptial to the amount of
the hazard insurance. See section - Hazard ARoteExtended /
Homeowners Insurance

(3) A paid receipt for the first year's premium, on theinsurance
company’sletterhead, is required for all loans regardless of the fact
that the premium was paid outside of closing (@CP item) or it was
paid at the closing.

(4) If flood insurance necessary, declaration pageired.

Termite (Wood Destroying Insects) Certificate

Required if there is an indication on the apprasdahe home inspection that
there is an infestation of wood-destroying insa@tthe home. If the infestation
caused structural damage, it must be repaired.

Well Certification

Required if there is an indication on the appraisdhe home inspection that the
water is not potable.
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J- Septic Certification

Required if there is an indication on the apptassdhe home inspection that
there is a problem with the septic system.

Purchase File Review

1. If the purchase file contains all necessary dwmits in complete and accurate form,
meets all eligibility criteria, and has been subeditin accordance with loan deadlines,
the loan will be approved and then purchased omééregular purchase date.

2. If there are missing or incomplete documents, the énder will be able to access LOL
for the deficiencies. Refer to Section 1.3 for theeservation expiration deadlines
and recommended submission timeframes

Purchase Amount

For eligible loans submitted in accordance witmldaadlines, SFH will purchase the loans in an
amount equal to the outstanding principal amourgaah mortgage loan together with interest
accrued from the first of the month to the loanchase date less: (1) any service fee credit and
(2) negative adjustments at the time of purchaséheel ender Fee Schedule; plus applicable
fees paid to Lender at time of purchase.

Purchase Advice Report

CDA no longer runs the weekly purchase advice tepéou are able to access the Purchase
Advice Report in LOL by clicking on the “Reports&ild. This will bring upAvailable Reports.
UnderAvailable Reports, click onPurchase Advice. UnderLenders/Branches andBond Series,

you should select “All”. UndelPurchase Period, enter the purchase date in both fields (loans are
purchased on Wednesdays). UnBeport Options, select “Show ?' Line of Detail” and then

click on Run Report and print the Purchase Advice Report.
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Fee Schedule — Timeframes are from date of loservation to date loan approved for purchase
by CDA.

TOTAL FEE TO LENDER
EXISTING HOME

Within 60 days 61- 90 days 91- 120 days
NEW CONSTRUCTION
Within 120 day5s 121 - 150 days 151 - 180 days
Total Fee Total Fee Total Fee
Origination Fee Origination Fee Origination Fee
(Adjustment at time of (Adjustment at time of (Adjustment at time of
purchase) purchase) purchase)
Three Points 2.00% 1.00% 0%
-1.00% -2.00% -3.00%
Two Point$ 2.00% 1.00% 0%
0% -1.00% -2.00%
One Pointt 2.00% 1.00% 0%
1.00% 0% -1.00%
Zero Points 2.00% 1.00% 0%
2.00% 1.00% 0%

Please notdf a loan is not approved for purchase by the 120 day from the loan
reservation date for an existing home or by the 18bday from the loan reservation date for
new construction, the loan may not be purchased anidinds may be cancelled.

! Maximum fee to Lender is 2.00%
2 Negative fee to Lender represents negative adgrsdtat time of purchase.

4.3 EINAL DOCUMENTS

A.

Document Submission

If the original recorded Deed of Trust, Title Pglior FHA Mortgage Insurance Certification
(MIC), VA Loan Guaranty Certificate (LGC) or RHS &0 Note Guarantee are not available at
the time the loan is purchased, they must be stéxinio SFH within 180 days after the loan
purchase dateEinal documents for a loan are not to be submittetb SFH until after the
lender receives a Purchase Advice indicating thahe loan has been purchasedAll final
documentdVlUST be submitted in the initial final document subridas- final documents will
not be accepted piecemeal. If the initial finat@ment submission does not include all the final
documents, it will be returned to the lendsrthe Lender’s expenséWhen submitting final
documents after purchase, you must secure thenbimdar clip or similar type of fastener (do
not staple or punch holes in documents) to a Fealument Checklist (Attachment Mhd fill

in all the information on this form. Submit theadonents, by a secure method, with the Final
Document Checklist on top to:

CDA/Single Family Housing
Final Documents
100 Community Place "™Floor, Room 4.300
Crownsville, Maryland 21032-2023
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4.4

B. Final Documents Pipeline Report

You will be able to access your final documentsefie on LOL. This report lists all loans with
outstanding final documents. Loans for which fidatuments have not been received within
180 days (six months) after the purchase are sulg@mmediate repurchase by the Lender.

You are able to access the Conditions/ExceptiomoRéor Final Documents in LOL by
clicking on the “Reports” tab. This will bring Wwailable Reports. UnderAvailable Reports,
click on Conditions/Exceptions. UnderLenders/Branches, Officers andPrograms, you should
select “All”. UnderLast Sages, select “Final Docs”. Undefort Criteria, select how you want
the report sorted and then click Ban Report and print the Conditions/Exceptions Report.

REPURCHASE

If SFH determines that the Lender has not complighl the terms and conditions of the Mortgage
Purchase Agreement, Participation Agreement, Mgedander's Manual, Program Directives, or other
Program documents or requirements, the Lender sdgalichase the loan in accordance with the
Mortgage Purchase Agreement, as amended.

Please note: In the case of a repurchase of an R MMP+3% loan, the amount of the grant and
any compensation paid to the lender at the timmuothase will be included in the repurchase amount.
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SECTION 5 - QUICK CLOSE

5.1

5.2

QUICK CLOSE LENDER

A.

This section of the manual is reserved for lenddrs are approved by CDA to participate as Quick
Close Lenders.

A CDA approved lender may be authorized to undeenoans for compliance to federal, State and
Program requirements and close MMP loans under QDik Close Lender procedures, without a
pre-closing compliance review by CDA. The Quiclo$§d Lender procedures enable Originating
Lenders to eliminate the time involved in: prepgranpre-closing compliance submission; shipping
the file to CDA; CDA reviewing the pre-closing cohamce submission; and submitting the
documentation to remove conditions. To be appraegzhrticipate as a Quick Close Lender, the
lender must meet the following qualifications.

. Originating Lender must have a proven performaecend in all aspects of the origination process.

This includes, but is not limited to, underwritipge-closing compliance, closing, post-closing and
final documents.

CDA Origination Experience.

1. Participation in the pilot program will be offertmllenders who satisfactorily closed a
minimum of 100 loans within the last year.

2. CDA may also offer participation in the pilot pragn to lenders who satisfactorily close
loans in certain underserved geographic areasedbtate of Maryland.

. The Originating Lender must designate staff thditaat in the Quick Close capacity. The

Originating Lender will certify that the Quick Clestaff meets the requirements stated on
Attachment A to the Originating Agreement.

Quick Close Lender Compliance Underwriters. Quitts€ underwriters must have three years
underwriting experience and possess FHA Direct Esanent Authority unless otherwise approved
by CDA. Designated Quick Close Lender staff thdl n@ underwriting loans for loan approval and
executing Approval Notices must be adequately ¢échion the Quick Close Compliance Review
process.

. Information to Staff/Key Contact. The Quick Cldsnder’s primary contact will be responsible for

informing all staff of CDA procedural changes ardquirements. This contact will also designate
key contacts for receipt of correspondence andneilify CDA of changes in the staff contacts.

APPROVAL PROCESS

A.

Approval Notification. CDA will issue a “Notice dipproval” to notify the Originating Lender in
writing of their approval to participate as a Qulose Lender. The Lender will then be required to
execute “Exhibit A” of the Notice of Approval desigting a primary staff contact and the staff that
attended the Quick Close Lender training condubie@DA.
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5.3

B. Probationary Period. All newly approved Quick Clasaders will participate in a probationary
status for an initial six-month period for an ealan of their overall performance.

C. Approved Status.
1. CDA has total discretion in approving or suspending lender from participating in the Quick
Close.
2. Unacceptable performance will result in the leruking placed on a probationary status and/or
removal from participation in the Quick Close .

PROCEDURES

Once approved to participate as a “Quick Closetléenall loans may be approved and closed through
the Quick Close Lender process. The Originatingdes will review loans, issue CDA loan
commitments, and approve loans for closing. Upaeipt of the “Quick Close” submission after the
loan is closed by the lender, SFH staff will contgla compliance and full underwriting review of the
loan before it is reviewed for purchase.

Loan Application Process/Taking Loan Applicatiofhe Quick Close Lender will be responsible to:

Notify applicant of homeownership education requieats.
Take loan application.
Assess qualifications.
Determine that the borrower’s eligibility incomeadonot exceed the Income Limit and the
acquisition cost of the property does not exceedMhximum Acquisition Cost to see if the
borrower is eligible for the program; refer to theome Limits and Maximum Purchase Prices at
http://www.mmprogram.com/incomes.aspx.
E. Request 3 years SIGNE®Bderal income tax returns (if property is locaited non-targeted area)
unless credit report and verification of rent refiieg a 3-year history provided (this requirement i
waived for a borrower or non-borrowing occupant wda veteran and provides the lender with a
copy of their DD-214 — this exemption may only lsed once).
Review Contract of Sale.
. Explain loan programs and CDA documents.
Complete appropriate forms/CDA documents.
Reserve funds in Lender On-Line, our web-basedvasen system.
The minimum “representative” credit score is 620rfall loans..
Perform compliance review, ensuring that all theapliance items on the “Quick Close” Post-
Closing Compliance and Purchase Submission Ché¢Aliachment Q) are satisfactorily completed
and are in the loan fileThis package must contain a complete credit package
Approve the loan for closing and close the loan.
. Submit the “Quick Close” Post-Closing Compliance &urchase package ensuring that all the
items on the checklist (Attachment Q) are submitted
N. Submit Post Closing Final Document package (AttaafinM) to SFH after receiving a purchase
advice from SFH indicating that the loan has beschrsed.
O. Submit Loan Servicing File to Bogman (Attachment P)

oO0m>
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54 DSELP Procedures

A. CDA will provide a form DSELP commitment lettand closing instructions to the Quick Close
Lender.

B. For more detailed information about DSELP dmelRartner Match Programs, please reference the
“Maryland Lender’s Manual for the DSELP/Partner btaProgram”

5.5 RESPONSIBILITY OF THE LENDER

It remains the responsibility of the Quick Closenter to ensure compliance with all requirements,
including matters that will not receive pre-closc@mpliance review by CDA. Moreover, the Maryland
Department of Housing and Community Developmentt mat be reviewing compliance with DSELP
requirements prior to the Quick Close Lender’s fagdf the DSELP loan, and the Maryland
Department of Housing and Community Developmenktnat be able to reimburse the Lender for a
non-complying DSELP loan, or may require a Lenderefund any DSELP reimbursement made by the
Maryland Department of Housing and Community Depgaient
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SECTION 6 — LOAN SERVICING

6.1 MANDATORY TRANSFER TO BOGMAN, INC. (BOGMAN) & M ERS

A.

B.

Loans purchased by CDA, must be serviced by Bogman.

If the lender is a MERS member:

After the lender receives the purchase advice fa#, the loan must then be
transferred to the Maryland Community Developm&atninistration on MERSwvithin
48 hours The lender must list:

1. Bogman, Inc as the Sub-Servicer. Their MER$IDD04833

2. Maryland Community Development Administrationtlas Servicer and Investor.
Our MERS ID is1008248.

If lender is not a MERS member:
If lender is not a MERS member and would like égcdime a member, information about MERS

can be obtained from their websitenw.mersinc.orjor by contacting a MERS regional
director at 800-646-MERS (6377).

A fee will be paid to the originating lender whitve loan is purchased based on the number of
days after the reservation date that the loappsaved for purchase (refer to Fee Schedule).

Per Attachment P, an individual HUD form 9208@ a copy of the screen-print from the FHA
Connection showing the Mortgage Record Change baisbmpleted. Bogman’'s HUD MTG
ID# is 19472-0999-2 and CDA Holder # is 19435®39

6.2 SUBMISSION OF LOANS TO BOGMAN

A.

Loan Servicing Files must be received by Bogmatater than 16 days after the purchase of the
loan by SFH.

Documentation required for transferring serwicia Bogman is listed in the Bogman Loan
Servicing Transfer Guidelines (Attachment P)

Lender is responsible to properly notify inswéthe change of name bélder from Lender to
CDA. Lender shall not cancel mortgage insurance egesrbut rather shall change the name of
the servicefrom Lender tdBogman, Inc

All Lenders are required to collect a tax servicede currently $81.00, at the time of loan
closing. The Lender is responsible for contacting Bogman at the address/phone number below
for the current amount of this fee.
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Loan Servicing Files must be submitted to:
Bogman, Inc.
12301 Old Columbia Pike, Suite 200
Silver Spring, MD 20904-1656

Telephone: 240-482-1050
Fax: 301-622-0058

Bogman has the right to assess a penalty for dikayd/or insufficient servicing files.
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