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SECTION I - MORTGAGOR ELIGIBILITY REQUIREMENTS

A.

Income Restrictions

MHC has adopted a single income restriction for the program. The current annual family income of the household
can be found HERE. Annual family income will be calculated to include the income of anyone over 18 years of
age, unless they are a full-time student, who will reside in the home. Income eligibility criteria is subject to change
in the future by MHC. Income is calculated from January 1 to December 31 of the current tax year.

Occupancy
Mortgagor must occupy the residence as their Principal Residence within 60 days after the closing and thereafter
as their principal and permanent residence.

Residence Used as Vacation, Seasonal, Rental, Recreational or Second Home.
The Mortgagor cannot purchase the residence for use as a rental, recreational, seasonal, vacation or second
residence.

Legal Separation
Legal separation agreements are not acceptable documentation in the determination of a household’s eligibility.
Lenders must treat separated occupants as married and the separated spouse must meet all Smart7 guidelines.

Homebuyer Education

At least one occupying borrower must complete a HUD approved homeownership education course prior to loan
being approved by MHC for closing. The Originator must submit the certificate of completion with the compliance
file. Certificates of completion must be dated within one year of loan reservation to MHC. Acceptable forms of
counseling include face-to-face or any on-line private mortgage insurance provider courses.

Credit Score Requirement
The Originating lender must follow the Servicer guidelines.

Total Debt-to-Income Ratio (TDTI).

The Originating lender must follow the Servicer guidelines and meet the set agency guidelines. Once the closed
file is received, the Servicer’s Funding and Delivery Department will ensure the final TDTI meets program guide-
lines by reviewing the final Automated Underwriting Findings and the final Loan Underwriting and Transmittal
Summary. Loans not meeting program requirements will not be purchased.

AUS Findings

MHC will not accept manual underwriting for FHA/Conventional/RD and VA loan approvals. We accept LPA or
FHA Total Scorecard Findings resulting in Approve/Eligible or Accept/Accept that is consistent with FHA, VA or
RD guidelines, and LPA findings resulting in Approve/Eligible consistent with conventional guidelines. LPA for
Freddie Mac (HFA Advantage only) or DU/FHA Total Scorecard submissions for FHA loans resulting in a Refer
decision will be ineligible for delivery to the Servicer. LPA/DU submissions resulting in a Refer decision will be
ineligible for delivery to the Servicer. We accept GUS Findings resulting in RD approvals.

Federal Tax Return Transcripts

The lender must be able to provide the most recent year’s IRS tax transcripts for each occupying borrower and
non-borrower(s), 18 years of age and older. Self-employed borrowers are required to provide the most recent two
years' transcripts and a year-to-date profit and loss statement. Any late filers or IRS responses of “no record of
tax return being filed” where returns were applicable will have to be satisfactorily resolved before the loan will be
eligible for Smart7. Extensions will not be accepted by MHC.
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SECTION Il - LOAN ELIGIBILITY

A.

Permitted Encumbrances

All Mortgage Loans must be secured by a first lien on the fee simple title or leasehold estate to the Residence.
Permitted Encumbrances are those liens, covenants, conditions and restrictions, rights of way, easements and
other matters of public record as of the date of the recording of the related Mortgage. These encumbrances must
be permitted under Freddie Mac, Fannie Mae and Ginnie Mae, as applicable

Types of Loans
In order to qualify under the program, each mortgage loan must be insured by FHA, VA, RD, Fannie Mae or Fred-
die Mac. 203(k) loans are permitted but the Originator must follow any Servicer overlay if approved.

Amount of Mortgage Loan
In no event can the maximum loan amount exceed the maximum acquisition cost, nor can the Sales Price
exceed the Appraised value.

New Mortgage Requirements

No refinancing of any outstanding indebtedness shall be permitted except with regard to take-out loans. A take-
out loan may be made to permit an Eligible Mortgagor to finance a residence which qualifies as a newly con-
structed residence under the Program Guidelines.

If warranted by the circumstances, an Eligible Mortgagor shall be considered as both a Mortgagor and a seller
with respect to take-out loans. A newly constructed residence is considered a residence which has not previously
been occupied and is less than one year old.

SECTION IIl - PROPERTY ELIGIBILITY

A.

Eligible Loan Area
The Eligible Loan Area shall be the entire geographic boundaries of the State of Mississippi.

Qualifying Residences
Subject to certain limitations described below, all Residences financed by the Smart7 Program must meet the
following:

1. The Residences must be permanently affixed, and considered “Real Property”;

2. Detached single-family houses, consisting of no more than one dwelling unit;

3. Attached single-family houses, townhouses, consisting of no more than four units attached and duplexes, if
only purchasing one of the 2 units and it must be specified in the Sales Contract as such. Duplexes are not
allowed.

4. Units of a “condominium” or units within a “planned unit development” as such terms are defined in the Fan-
nie Mae or Freddie Mac guides.

5. Manufactured homes using FHA financing must meet the following requirements:

a.  The manufactured home must be attached to the land.

b.  The manufactured home must be classified and taxed as real estate.

c. Inaccordance with the jurisdictional requirements, the manufactured home title has to be surrendered/
cancelled (copy of cancellation must be provided at the time of loan purchase by MHC).

d. Insured under Section 203(b) of the National Housing Act of 1934, as amend

e. Must meet any Servicer overlays.
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https://www.mshomecorp.com/income-limits/

SECTION IV - RESERVATIONS

A.

Reservation Procedure

Subject to the funding restrictions and applicable reservations, applications for mortgage loans will be accepted
from all designated lending offices of the Lender. Reservations will be made on MHC’s Online Reservation Site
at www.mshomecorp.com on a first-come, first-served, fair and equal basis irrespective of race, color, religion,
national origin, age, or sex. After reserving the loan with MHC, then reserve/lock the loan with the Servicer.

Prior to making a reservation request, the Lender must have a mortgage loan application from a potential Eligible
Mortgagor and an executed Sales Contract. The mortgagor furnishes the Lender an earnest money sales agree-
ment or construction contract entered into by the seller/builder of a Residence and the Eligible Mortgagor. No
formal notice of rejection of a Smart7 loan is required of MHC under the Equal Credit Opportunity Act since MHC
does not make credit approval decisions. MHC recognizes the procedural variations among participating lenders
and servicers.

The following steps are for the reservation and loan processing process:

1. The Eligible Mortgagor applies for mortgage financing from a participating Lender.

2. The Lender determines if the loan applicant is eligible for the Smart7 Program based on preliminary informa-
tion obtained on annual household income from Jan 1 - Dec 31 of current year (refer to the Smart7 Income
Calculation Worksheet.

3. All mortgage loans must be originated in compliance with and must conform to the provisions of all applicable
rules, regulations and limitations of FHA, VA, RD Guaranteed, Fannie Mae, and Freddie Mac as appropriate
including Smart7 guidelines.

4. Lender reserves the loan through MHC's online reservation system for the program.

5. Lender submits nonrefundable reservation fee payment, if applicable. If using MCC with Smart7, the $300 fee
is applicable.

Each Lender Administrator is to assign usernames and passwords to designated employee responsible for mak-
ing requests for Reservations of Funds. All reservations must be made through MHC'’s online reservation system
found HERE. Fax requests for reservations will be accepted only if the web site is unavailable for more than 24
hours. In that event, fax reservations will be accepted temporarily until the site resumes operation. Fax requests
from a Lender, other than as noted herein, will not be honored by MHC. Upon input of the information, the online
system will automatically issue a reservation confirmation with the Reservation number and the expiration date of
the reservation. Upload the Reservation Confirmation to the loan.

Reservation requests may be eligible for funding on a first-come, first-served basis under any future Smart7
programs.

Reservation of Funds/Rate Commitment Form

Beginning on a date designated by MHC, the participating Lender may request Reservations of Funds through
the lender portal. The Lender completes the Reservation of Funds/Rate Commitment Form and has the borrow-
er(s) to sign the form (e-signature is allowed on this form) and upload a copy of the form to include as a part of
the Smart7 Reservation package.

NOTE: The Lender is responsible for making the reservation in a timely manner while the rate is still
available. The Smart7 rate is subject to change daily with market activity. MHC cannot honor a lender’s
disclosure to a borrower without an actual loan reservation confirmation issued from MHC’s online Res-
ervation system and a reservation fee receipt, if applicable.
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Reservation Document Delivery

Upon receipt of the Reservation Confirmation, the Lender must furnish MHC with the Reservation Package as
stated on the Smart7 Transmittal Checklist (Step 1) within 10 calendar days of receipt of a reservation number.
Failure to deliver the requested documentation to MHC within the time specified may result in cancellation of the
Reservation of Funds and Rate Commitment. Documentation should be uploaded to MHC’s online Reservation
site. Faxed documentation is not acceptable.

Reservation Expiration and Reservation Extensions
The reservation of funds is locked for 45 calendar days on existing/new residences (less than 1 year old) or 120
calendar days on proposed construction.

1. A 30 calendar day extension may be requested on MHCs website under “Lender Resources” link. Any 30 cal-
endar day extension requires that an extension fee at a cost of $50 be paid on MHC’s website found HERE.

2. See the “Pay Program Fee” link  within 3 business days of the extension request or the reservation will
expire, and the extension opportunity will be lost. The loan will not be extended the 30 calender days until the
fee has been submitted and the Extension Fee Receipt is uploaded to the loan online. When uploading the
Notification of Change form, also upload a copy of the extension fee receipt. Reservations that are expired
may not re-lock for a better rate. A reservation to the borrower must be expired for 60 calendar days from the
date of cancellation to receive a better rate.

Cancellation of Reservation

If it is determined that the proposed mortgagor does not qualify for the program, the reservation must be can-
celed first by uploading a Notification of Change form and then going back to the first mortgage loan record
online and selecting “Cancel Application or Commitment”. If MHC determines that a mortgage loan application
was taken by a Lender after the date the Lender submitted its request for Reservation, the reservation of funds
will not be honored.

Lenders who repeatedly make Smart7 reservations but fail to follow through with the loan process may be sus-
pended from the program at MHCs discretion.

Transfer of Reservation
MHC will allow a transfer of any Reservation of Funds from one approved lender to another, with MHCs prior
approval.

Conditional Commitment Package

The Lender performs the customary verifications for loan underwriting as required by the Smart7 Mortgage Origi-
nation Agreement. The Originator or Processor completes the remainder of the mortgage application process and
uploads MHC the Conditional Commitment Package documents to MHC as stated on the Checklist. Upon receipt
of the required documentation, the package is placed in a first come, first served order and processed within 3
business days beginning the next business day.

SECTION V - INCOME GUIDELINES

Salaried Mortgagors

1. Gross Monthly Income - Gross monthly income includes: gross monthly pay, any additional income from
overtime, part-time employment, bonuses, dividends, interest, royalties, pensions, Veterans Administration
(VA) compensation, net rental income, etc..; and other income (such as alimony, child support, public assis-
tance, which includes Stimulus funds, sick pay, social security benefits, unemployment compensation, income
received from trusts, and income received from business activities and investments, etc.). Overtime pay and
bonuses are to be projected in an amount consistent with the earnings history of each household member.
The income to be considered in determining the gross monthly income is the January 1 to December 31

Page 7

o
o)
>
=x
=
>
(8
Q
o)
3
3.
3
@
=t

S8INpao0ld UBOT paso|)

SUONEIIIPOJ s8seyaINg UeoT

suondwnssy

w
@D
Q
o
=]
o
=
o
p=
Q
QD
«Q
D
»



https://www.mshomecorp.com/lenders/
https://www.mshomecorp.com/

calculated income of any person who is expected to occupy the residence being financed.

Persons over 18 years of age who are not employed and do not intend to seek employment within the next
12 months will be required to sign a statement. Please refer to Form named Employment Statement. In the
event persons over the age of 18 years of age are a full-time student and have income, MHC does not count
their income into the household income and will be required to sign a statement and provide a current school
transcript. Please refer to Form named Full-Time Student Statement.

. Verifications of Employment - When checking verifications of employment, all areas of the verification

should be completed and executed by the employer. Make sure all income has been derived (i.e., raises,
bonuses, commissions, car allowance, etc.). Verify that pay stubs and verifications are consistent with one
another. If they differ, an explanation must be provided on the Remarks section of the VOE (emailed explana-
tions will not be excepted). Written or Verbal Verifications of Employment (VOE) must be dated within 30-days
at the time of submission.

When reviewing verifications, watch for certain types of employment, i.e., ministers, nurses, etc., which have
unusual income. For example, a minister’s income usually consists of a base income, utilities allowance,
housing allowance, insurance allowance and car allowance. A nurse’s income usually consists of a base
income, overtime, and shift differentials for night and weekend pay, which in most cases differ. Be very cau-
tious when calculating income for these types of employment to ensure all income has been included in the
calculations.

If an Employer letter is used in lieu of the original verification form, it must be on company letterhead, contain
all items covered in the original verification and executed by an authorized officer of the employer.

Pay stubs - Pay stubs must be dated within 30 days of submission and are required on all loans and income
must be consistent with the Verification of Employment (VOE) and W-2 form for current two years, if using
ALT DOC or for self-employed borrowers.

Income History - If the prospective mortgagor has additional earned income and has a history of such
earnings, then the income is to be included in the gross monthly income. If the income is earned only within
the current year with no prior history and will not continue after closing then a statement from the employer
stating the earned income, (i.e., overtime, etc.) will not continue is required.

. Alternative Documentation - MHC allows documentation for the verification of employment with the follow-

ing requirements:

a. Pay stubs dated with 30 days of submission which reflect the mortgagor’s name, Social Security num-
ber, hourly rate of pay, number of hours worked per pay period, and year-to-date earnings.

b.  Copy of the past two years’ W-2 forms or 1099 which includes the mortgagor’s name, Social Security
number, company name, and total compensation, or a standard Verification of Employment (VOE)
completed and signed by the employer within 30 days of submission.

c. Telephone certification.

. Averaging Income - Income is averaged for overtime, commissions, and any other income (except base

earnings) over a period of no less than 15 months, but no more than 27 months. However, if income over
base earnings is not consistent with past years’ earnings or the income history is less than 15 months those
sorts of income can be taken out of the income calculation.

Overtime Earnings - Income earned from overtime will be included if the borrower has a history of such
income or the income was earned during the current year. The verification of employment (VOE) form from

Page 8

o
o)
>
=x
=
>
(8
Q
o)
3
3.
3
@
=t

S8INpad0ld UBOT paso|)

SUONEIIIPOJ seseyaIng Ueo

suondwnssy

sabebo\ puodsg

8.

10.

1.

12.

13.

14,

15.

16.

the employer must explain how much overtime is expected if any, and at what rate of pay.

Bonus - The gross amount of recurring bonuses is to be included in the income calculations if:
a. The bonus is part of a collective bargaining agreement and must be paid; or
b.  The bonus is included in the computation of income by the employer; or
c. Thereis a history of bonuses.

If there is a history of bonuses but the applicant does not know if a bonus is planned, nor does the
employer divulge its plans for a bonus or the projected amount, an average of past years’ bonuses will
be calculated as income. A bonus history for Smart7 purposes is to be considered for one year or more.
The bonus is not to be included in the annual family income if the employee has not been employed for
15 months.

Rental Properties or Contract Income - Rental income is determined by subtracting the monthly mortgage
payment from the gross rental income. Depreciation should be added back to net rental income where ap-
plicable. Contract income (income derived from the mortgagor selling property with owner financing) is to be
used in calculating annual family income. The use of standard underwriting criteria to document this income is
acceptable (i.e. copies of leases & mortgage verifications).

Child Support/Alimony - Child support and alimony must be included in the annual family income and a
copy of the final divorce decree is required. If the household member has not received child support or alimo-
ny for the past 24 months and to their knowledge, none is forthcoming, a statement from the mortgagors is
required along with the Child Support Statement.

Education Grants - The portion of the income from grants that is used for living expenses is to be added to
the annual family income if this income will continue for the next 12 months.

Employee Benefits Program - Some companies offer an employee benefits program designed to let em-
ployees create their own insurance package. The monthly amount is usually shown separately on the pay
stub yet included in year-to-date earnings. The pay stub usually shows the monthly amount actually spent
on this plan. A letter from the employer is needed to verify the actual cost of this plan year-to-date, in order
to determine if the employees received funds over the actual cost. In this case the additional unused portion
would be included in the annual family income.

If the mortgagor receives monthly income for the employee benefit program and elects not to purchase bene-
fits offered by the program, then the full amount will be added to the annual family income.

Permanent Seasonal, Seasonal & Temporary Income - Include all permanent seasonal, seasonal and
temporary earnings when calculating annual family income.

Social Security/VA Benefits - Social Security income should be verified with an Awards letter obtained from
the Social Security office and uploaded to the loan record. VA benefits should be verified with a benefits letter
from the Veterans Affairs Office and uploaded to the loan record.

Lump Sum Payments - Lump sum payments, including but not limited to, inheritance, reenlistment bonuses,
and disbursements from insurance policies do not have to be included in the annual family income. However,
interest income on investments must be included and calculated at the current savings acccount rates over

a 12 month period. If the income is received in any other form other than lump sum (i.e. monthly or annual),
then it must be treated as permanent income and added to the annual family income.

Capital Gains/Loss - Both taxable and non-taxable portions of capital gains are to be included as income if
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a history of this income exists. If the two year average results from the tax returns is a gain, then it must be
added to annual family income (losses cannot be used to reduce annual family income).

17. Pension and Stock Withdrawals - Withdrawals of principal funds from pension or stock sources are not
considered income. However, annuity or interest payments under a pension or stock investment program are
considered income. Verification of benefits will be required, i.e., federal tax returns, statement of benefits, etc.

18. Interest, Dividend and Royalty Income - Interest, dividend and royalty earnings are considered income.
Current interest and dividend earnings are calculated at current passbook rates over a 12-month period.
Income calculations for royalties are calculated by net earnings and interest. Earnings from IRAs and 401Ks
are not included. Documentation will be required to verify these sources of income, i.e., federal tax returns,
statement of benefits and contract agreements for royalty income.

19. Exclusion from Gross Monthly Income - Gross monthly income shall not include casual, sporadic or irreg-
ular gifts; amounts that are specifically for or in reimbursement of medical expenses; inheritances; insurance
payments (including payments under health and accident insurance and worker’s compensation, other than
payments in lieu of earnings); settlement for personal or property losses; amounts of education scholarships
paid directly to the student or the educational institution and amounts paid by the government to a veteran for
use in meeting the costs of tuition, fees, books and equipment, but in either case only to the extent used for
such purpose; special pay to active military personnel exposed to hostile fire; and foster child care payments.

NOTE: If using MCC with the Smart7 program, MCC guidelines take precedence over Smart7 guide-
lines as it relates to household income limits, Acquisition Cost limits and First-time homebuyer IRS
requirements. Refer to the MCC manual for compliance guidelines.

Self-Employed Mortgagors
1. Annual Family Income - The procedure to calculate annual family income for self-employed mortgagors
requires the following:
a. Depreciation and depletion are to be added back to the adjusted gross income (AGI) on all self-em-
ployed mortgagors.
b.  Two years’ current signed individual federal income tax returns with all applicable schedules.
c.  Year-to-date Profit & Loss with wet signature (if applicable).
d. U.S. Partnership Returns and U.S. Corporate federal income tax returns with all schedules and W-2
form (where applicable), with individual federal income tax returns (form 1040).

Income must be averaged over a period of no less than 15 months, but no more than 27 months. After
April 15 each year, the most “current year” federal income tax returns are required. Extensions are not
acceptable.

2. Sole Proprietorship - Sole Proprietorship is a business owned by one person. IRS form 1040—Schedule
C or Schedule C-EZ is required. Sole Proprietorship income is detailed on Form 1040 (Schedule C) of U.S.

income tax returns. This form will list all income, depreciation, and depletion which are added back to the AGI.

3. General Partnership - A General Partnership is a business owned by two or more partners. Each partner is
personally liable for all debts of the business. Each partner is responsible for all other partners. The following
documents are required:

a. IRS form 1065—Schedule K-1 & Schedule E, Part Il.
b. U.S. Partnership Returns with all applicable schedules.

General Partnerships require income to be calculated on form 1065 of U.S. Partnership Returns, to determine
the share of net income distributable to each partner. This is reported on Schedule K-1 of form 1065 and on the
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individual's Schedule E, Part Il; this amount is included in the AGI on form 1040. Note: The total depreciation and
depletion will be determined by the number of the partners and should be divided to determine what percentage
or total dollar amount is to be added back for each partner.

4. Limited Partnerships - Limited Partnerships are usually formed for investing money. Limited partners often
take a loss on their investment, which reduces their taxable income. Liability is limited to the amount invested.
The following documents are required:

a. IRS form 1065—Schedule K-1 & Schedule E, Part Il.
b. U.S. Partnership Returns with all applicable schedules.

Limited Partnerships require income to be taken from Schedule K-1 (form 1065), and the individual's Schedule E,
Part II; this amount is included in the AGI on form 1040.

5. S-Corporation - Usually, a small start-up business requiring the following documentation:
a. IRS forms 1120/1120S—Schedule K-1, Schedule E, II.
b.  Verification of W-2 earnings.

S Corporation’s income is detailed on form 1120S (US federal income tax return for an S Corporation). Sched-
ule K-1 will list borrower’s percentage of ownership and ordinary income, depreciation and depletion from the S
Corporation (this information is transferred to Schedule E, Section Il of the individual tax returns). This income
must be proportionately added back as determined by the percentage of ownership to the ordinary income since
depreciation and depletion are actually non-cash expenses. The primary source of income for an owner comes
from W-2 wages, which must be included in earnings in addition to corporate earnings.

6. Corporation - A Corporation requires a state charter and is a separate legal entity from its owners (stockhold-
ers). The Corporation’s profits (retained earnings) are put back into the business or are distributed to stock-
holders in the form of dividends.

Stockholders are not responsible for the debts of the Corporation. The following documentation is required to
determine eligibility:

a. U.S. Corporation Income Tax Returns, form 1120 & Schedule L, (if applicable).

b. W-2form

Corporations require income to be taken from the IRS form 1120, and Schedule L will show the current year
corporate balance sheet. Income to the officers and stockholders is reported by W-2 forms and reflected on their
individual form 1040.

Dividend earnings are reported on 1099 forms and reflected on their individual returns.

Non-Borrowing Spouses, Partners, All Other Occupants 18 Years or Older

MHC programs require the income to be documented for the total household. Total household income is defined
as the individuals 18 years of age or older, unless a full-time student, who intend to occupy the property within
the next 12 calendar months, even if they are not a party to the loan.

Documentation required for submission in Step 2:

1. Signed Non-Borrower Statement.

2. Either full income verification or alt doc income verification as required for all salaried or self-employed bor-
rowers, or a signed Employment/Income Statement, if the occupant does not have ANY source of income.

3. Documentation of Social Security benefits, pensions, annuities, if applicable.

4. Most recent year’s IRS tax return transcripts. If submitting a 1040, a wet signature is required.
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Currently Separated or Separating Spouses

All separated spouses’ income documentation must also be submitted to MHC to review for compliance. This is
regardless of whether the separated spouse is a party to the loan, or even intends to not occupy the property.
The State of Mississippi, for MHC purposes, does not recognize “separated.” The parties are considered either
married or divorced.

Documentation required for submission for Separated Spouses:

1. Signed Non-Borrower Statement.

2. Full income documentation or alt doc documentation.

3. Legal Separation Agreement (depending upon state law), including any Property Settlement & Child Support
Agreement.

4. Most recent year’s IRS tax return transcripts.

Co-Signer/Non-Occupant Guarantors

Co-Signer/Non-Occupants and Guarantors are allowed depending on loan product type, provided that the follow-

ing conditions are met:

1. The Co-Signer/Non-Occupant or Guarantor is acting in such a capacity solely for the purposes of providing
additional security for the mortgage loan and will not take title to the property.

2. The Co-Signer/Non-Occupant or Guarantor will not occupy the residence as his primary/permanent resi-
dence.

3. The Co-Signer/Non-Occupant or Guarantor is a relative of the mortgagor.

The Co-Signer/Non-Occupant or Guarantor is permitted by applicable agency guidelines

5. The Co-Signer/Non-Occupant or Guarantor will be required to sign a statement certifying to the above con-
ditions (see Appendix 6, Co-Signer/Non-Occupant Statement). Tax returns and income verifications are not
applicable. These Co-Signer/Non-Occupants or Guarantors will be treated as non-occupant Co-Signers for
qualifying purposes but do not sign Smart7 program forms except for the security documents.

e

NOTE: For all parties signing the Employment/Income Statement, MHC withholds the right to require
documentation from the IRS supporting the signed statement.

SECTION VI - CONDITIONAL COMMITMENT

Please note: Lenders are responsible for monitoring the status of their loans on MHC’s Online Reservation site,
which includes checking for the posting of conditional commitments as shown below. When MHC approved, the
user that reserved the loan will receive an email noting the status change.

SECTION VII—CLOSED LOAN PROCEDURES

A.

Conditional Commitment

Upon issuance of the Conditional Commitment as posted on the Loan Status screen, the Lender may close the
loan in accordance with the conditions stated on the Conditional Commitment. The loan must close before the
reservation expiration date stated on the Conditional Commitment. The mortgagor, address, interest rates, loan
amounts, and term of the loans must agree with all closing documents. Changes to any of these items are to be
approved by MHC before closing. Failure to do so could result in rejection/cancellation of the loan.

Verifications of Income

All verifications should be less than 4 months (120 days) old at the time of closing or current information will be
required. Income documents more than 120 days old upon submission of the closed loan package could result in
rejection of the loan.
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Settlement Statement Fees

In connection with each mortgage loan, a Lender may charge and collect from an Eligible Mortgagor or seller at

closing, reasonable and customary charges excluding discount points. Lender can charge up to a 1.5% origi-

nation fee (not mandatory). Other charges may not exceed the usual and reasonable “settlement and financing

cost” that are customary as follows:

1. “Settlement Costs” include title and transfer costs, title insurance, survey fees and other similar costs; and

2. “Financing Costs” include credit report fees, legal fees, appraisal expenses, pre-paid closing costs collected
at closing, or other allowable costs of financing the Residence. No more than 1.5% can be charged to bor-
rower for Origination and no discount points can be charged to the Buyer or Seller.

SECTION VIII—LOAN PURCHASES AND TRANSFER OF SERVICING RIGHTS

A.

Review of the Mortgage Loan

The first mortgage loan package is to be delivered to the Servicer for review and purchase. All second mortgage
documents are to be delivered to MHC for review and issuance of the MRB Purchase Certification. Lenders must
check the closed loan package to confirm all items listed on the Servicers Checklist are included in the package.

Any questions concerning the first mortgage loan delivery are to be directed to the Servicer.

Second Mortgage Final Documentation
The lender is to submit the final second mortgage loan documentation consisting of the following original docu-
ments to MHC within 30 days of closing.

MHC Purchase Certification (PC) Package consists of the following documents:

1. Copy and Original Recorded Second Mortgage Deed of Trust (Copy to be uploaded, original to be mailed to
MHC)

2. Original Second Mortgage Note (To be mailed to MHC)

3. Copy of 1st and 2nd Closing Disclosures and Sellers CD (To be uploaded)

4. Lender Wiring Instructions (To be uploaded)

The Purchase Certification (PC) package in its entirety must be submitted to MHC on or prior to the earlier of 30
calendar days of the loan closing. Upon receipt of the copy of the recorded second mortgage, original note, CDs
and wiring instructions, MHC will update the loan status to a Purchase Certification (PC) status and will begin the
reimbursement of the $6,000 to the Lender within two business days after the status change. The original record-
ed second mortgage must be mailed when received from the county recorder. Mail Original 2nd Note and record-
ed DOT to MHC’s Single-Family Dept at 735 Riverside Drive, Jackson, MS 39202. Once the PC is issued, the
lender must then print and deliver the PC with the first mortgage loan to the MRB Servicer for purchase.

If the audit reflects that the Second Mortgage funds were improperly disbursed, or other PC documents are found
to be incorrect or incomplete, the Lender will receive an email notifying document conditions exist and can be
found on the loan online. The Lender will be required to have the issue resolved prior to MHC issuing a PC and
reimbursement of the $6,000 assistance.

No loan may be transferred to the Servicer or pooled unless a PC has been issued, or without prior approval from
MHC. If the loan is sold without a Purchase Certification without MHC prior approval, the Originating Lender may
be required to repurchase such loan from the Servicer.

There could be a penalty charged to the lender of $50.00 every 30 calendar days for late delivery of the Purchase
Certification Package documents, at the Corporation’s sole discretion. If conditions exist and have not been sat-
isfied, the Purchase Certification will not be issued, and the loan will not be eligible for purchase and pooling by
the Loan Servicer. If MHC cannot issue the Purchase Certification and the Servicer does not securitize the loan
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due to this reason, the lender may risk suspension from the MRB program indefinitely.

Note: The Corporation may, at its sole discretion, waive or modify any or all the foregoing requirements.

SECTION IX—MODIFICATIONS

It is the Lender’s responsibility to notify MHC of any modifications, expiration dates, penalties and extensions as
addressed in Section V.

1. Mortgage Decrease. Mortgage amount decreases will require approval by MHC

2. Mortgage Increase. Mortgage amount increases will require approval by MHC and will be subject to the avail-
ability of funds.

3. Property Address. Property address changes require approval of MHC.

4. Marriage. If the mortgagor marries prior to loan closing, the spouse’s income will be included in the total
annual family income. The lender must obtain this information prior to closing and submit all income docu-
ments & most recent federal tax return to MHC for review and re-approval. The annual family income may not
exceed the income limitation. The spouse will also have to meet all Smart7 requirements as established in
Section II, Il and IV of this manual.

SECTION X—ASSUMPTIONS

First mortgage assumption loans require the same qualifying process as the current Smart7 Program Guidelines
(refer to Section Il, Il and 1V of the Smart7 manual). Income guidelines are the most current income guidelines
provided by MHC. Investor guidelines must be followed.

The Smart7 2nd mortgage is not assumable.

SECTION XI—SECOND MORTGAGE PROCEDURES

The purpose of this program is to provide down payment and entry cost assistance to homebuyers with incomes
that meet the program guidelines. Smart7 2nd mortgage is used in conjunction with the Smart7 Program only as
a second mortgage.

A. Reservations
The second mortgage amount ($7,000) is automatically made as a part of the first mortgage reservation for the
Smart7 mortgage. There is no other loan reserved unless using MCC with the Smart7 program.

B. Eligibility
All homebuyers must meet the qualifications stated on the Smart7 Mortgage Application. The maximum income
can be found HERE.

C. Second Mortgage Documentation.
The Smart7 2nd Note, and Deed of Trust are to be printed and prepared using the documents found on the reg-
istration system under Print Documents. The second mortgage is funded by the lender at closing and providing
the second mortgage documents to be executed at closing. The lender is to submit the original second mortgage
note and original recorded second Deed of Trust to MHC, Attn: Single-Family, 735 Riverside Dr., Jackson, MS
39202.

D. Term and Repayment
A second Deed of Trust will be recorded against the property being purchased. The 2nd mortgage is a Due-
On-Sale, refinance, assumption, or payoff of the 1st mortgage loan. The 2nd mortgage will bear a 0% interest
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rate. Repayment will be required upon sale of the property, refinance of the first mortgage, assumption of the
first mortgage, non-occupied and/or payoff of the first mortgage to MHCs Accounting Division. Contact Pamela.
Whitley@mshc.com or Evelyn.Hoggatt@mshc.com for payoff information.

Commitment Periods
The Commitment periods of this program will run concurrent with the Smart7 Program as defined in the Program
Guidelines.

Issuance of Reimbursement of Second Mortgage Funds

MHC will reimburse the lender the $7,000 upon receipt of a correct, complete Purchase Certification Package
(follow Smart7 Checklist). Upon issuance of the PC, the lender is to package the first mortgage loan and deliver
to the Servicer of record. Contact the Servicer for instructions for purchase. All Smart7 First and Second mort-
gages must be table-funded by the Lender.

Fees in Origination

A lender may not charge any additional fees in conjunction with this second mortgage program except for record-
ing costs of the second mortgage loan, a 2nd mortgage application fee if the lender so chooses to charge and if
the borrower pays for homebuyer education, the fee charged can be placed on the 2nd Closing Disclosure. All
other fees should be placed on the first mortgage Closing Disclosure.

Purchase and Servicing
Lenders will sell the first mortgage loan which it originates, according to the Servicer guidelines. Service Release
premiums are negotiated between the Lender and Servicer.

Assumptions
The Smart7 2nd mortgage loan is not assumable.
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https://www.mshomecorp.com/income-limits/
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