“ AD Mortgage

The power of yes.

FHA
OVERLAYS

01/13/25

For business and professional use only. Not for consumer distribution. This document is not an advertisement as defined in 12 CFR 226.2 (a) (2). For
informational purposes only. This is not a commitment to lend. All products are subject to credit and property approval. Some products may not be
available in all states. Programs, rates, terms and conditions subject to change without notices. Other restrictions and limitations may apply. 899 W
Cypress Creek Rd, Fort Lauderdale, FL 33309 | Office: 305-760-7000, Fax: 877.903.2967, Toll Free: 1-855-ADLOANS

899 W Cypress Creek Rd, Fort Lauderdale, FL33309 | Office: 305-760-7000, Fax: 877.903.2967, Toll Free: 1-855-ADLOANS



“ AD Mortgage

The power of yes.

Minimum Credit Score

Maximum DTI

Credit

Age of Documents

Income Documentation

FHA STANDARD

640 for all borrowers
per AUS

Each borrower must have at least one credit score to be eligible.

Credit documents must be no more than 120 days old on the disbursement date, including credit
reports and employment, income and asset documents.
Preliminary Title Policies must be no more than 180 days old on the date the Note is signed
A 4506-C, signed at application and closing, is required for all transactions
The following income types are ineligible for qualifying:
o Income or assets derived from the production or sale of marijuana, bitcoin or other
cryptocurrencies, restricted stock or Restricted stock units (RSU)
W2 transcripts or 1099 IRS transcripts are not required for:
o wage-earner borrowers
o fixed income, such as long-term disability, social security, retirement, etc., if alternative
documents such as award letter, SS benefits letter, 1099, and bank statements are provided
o commission income less than 25% of the borrower’s total earnings
Tax transcripts are required for all borrowers when the following is used to qualify:

o self-employed income

o rental income documented on schedule E

o commission income greater than 25% of the borrower’s total earnings

o employed by a family-owned business

o fixed income when the 1040s are used in lieu of alternative documentation

o other income types such as auto allowance, capital gains/losses, dividend/interest, or farm
income/loss

o non-taxable income, other than VA disability income, is grossed up

o handwritten income documentation

o loan files where there is relationship between the borrower and an interested party of the

subject transaction such as Seller, Loan Officer, or employee of a Mortgage Broker; or Seller has
relationship to the Loan Officer
When Tax transcripts are required, the number of years provided must be based on the AUS
Findings. When tax transcripts are provided, they must support the income used to qualify. If tax
transcripts are not available (due to a recent filing for the current year) a copy of the IRS notice
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Documentation Type

Verification of Employment

Borrower Eligibility

showing “No record of return filed” is required along with documented acknowledgement receipt

(such as IRS officially stamped tax returns or evidence that the return was electronically received)

from the IRS and transcripts from the previous year.

Additional guidance for certain scenarios:

o If Fraud Guard shows self-employment or ownership of another property, full transcripts are
required.

o If AUS requires 1040s for any reason, full transcripts will be required.

o If borrower’s current home is a multi-family or borrower owns rental property, full transcripts
are required.

o For borrowers that are filing taxes jointly, if one (1) borrower is W2 and one borrower is
receiving nontaxable income (other than VA disability income) that is grossed up, full transcripts
are required.

o For self-employed borrowers the verbal verification of employment must be completed within
120 days prior to the note date.

o Full 1040 transcripts for most recent two (2) years are required on all FHA loans that have a prior
Mortgage Credit Reject by a Lender for DTl ratios or income concerns.

VODs are not acceptable for asset documentation
Handwritten Verification of Mortgages (VOM) or Verification of Rents (VOR) are not eligible

For salaried employees the verbal verification of employment must be completed within 10 calendar
days prior to the note date. For self-employed borrowers the verbal verification of employment must
be completed within 120 calendar days prior to the note date.

U.S. citizens

Permanent resident aliens, with proof of lawful permanent residence

Nonpermanent resident alien immigrants, with proof of lawful residence and the following

requirements:

o Proof of valid SSN (e.g., paystub, W-2, SSN card, etc.), and

o EAD or H-1B visa must be unexpired at the time of closing AND if the document expire within
the 12-month period after the Note date, evidence of prior renewal is required.

o 2-year work history in U.S.
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Property Eligibility e Single Family Detached

e Single Family Attached

e 2-4 Unit Detached/Attached

e PUDs

e Low-rise and High-rise Condominiums (must be FHA eligible)

e Rural Properties (in accordance with agency Guidelines, loans must be residential in nature)

Cash out e Borrowers may not have multiple cash-out transactions within the prior 12 months on the same
property. Closing Disclosures (CDs), or other supporting documentation, from all subject property
refinances in the prior 12 months are required to confirm the previous transactions were no cash-
out. The subject cash-out transaction is excluded if the borrower is receiving no cash in hand, or is
receiving less than the incidental limit allowed by the Agency. Loans with LTV/CLTVs of 75% or less
are excluded from this requirement. Notes:
o Removing or adding borrowers will not make the transaction eligible.
o When a HELOC is paid through closing, the current transaction is only considered cash out for
this requirement if there were any draws in the last 12 months.
Temporary Buydowns e Temporary interest rate buydowns are allowed on 30 year fixed-rate transactions only
e The rate reduction does not exceed 2%
e Maximum 2 years to reach standard note rate
e  Minimum 660 FICO
e Owner Occupied only
e Purchase only
e Ineligible:
o Borrower funded buydowns
o 2-4 Unit properties
o FHA loans with high balance loan amounts

Secondary financing ¢ No negative amortization or balloon payments on subordinate financing
¢ Transactions with subordinate PACE liens are not eligible
Appraisals e Afull appraisal is required for all submissions
e Appraisers may perform an update of a previously completed appraisal using the Fannie Mae Form
1004D/Freddie Mac Form 442/March 2005 when requested
Appraiser must comply with the FHA Appraisal Independence Policy
Unpermitted property additions are acceptable if:

o The subject addition complies with all FHA guidelines;
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o The addition does not result in a change in the number of units comprising the subject property
(e.g., a one unit converted into a two-unit);
The Appraiser doesn’t give the unpermitted addition value; and
The Appraiser has no reason to believe the addition would not pass inspection for a permit.

Texas 50 (a) (6) ineligible
NY CEMA loans: Lost Note Affidavits (LNAs) are not allowed for prior or current notes
Fixed Rate: 15-, 20- & 30-year terms. (FHA High Balance allowed on all terms)
Section 203(b) Basic with ADP code of 703
Section 234 (c) Condominiums with ADP codes of 734
Simple Refinances allowed in accordance with FHA's guidelines.
No Adjustable-Rate Mortgages (ARMs);
Any FHA programs/mortgage types identified in the FHA Handbook that are not specifically allowed
in the Eligible Mortgage Types above, including but not limited to:
e Energy Efficient Mortgages
e Weatherization
e Solar and Wind
e GPM
¢ One Time Close Construction to Permanent CP
e Sections 203(k), 184, 248
e Reverse Mortgages
e Good Neighbor Next Door
e FHA Back to Work
e HUD $100 down
Ineligible features e Loans with resale deed restrictions, with the exception of age restricted properties
e No assigned purchase contracts
FHA loans with unsecured interest-free loan for establishment of an escrow account
Texas Home Equity Loans
Prepayment penalties
Balloon Terms
Loans to Non-Profit Organizations
Intra-family purchases as a means to obtain cash-out for the seller while avoiding cash-out
qualifications and pricing are not eligible transactions. Unacceptable transactions of this type may
have some or all of the following characteristics:
o Gift of equity from the seller

Geographic restrictions

Eligible Products

Ineligible Products
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e Large amount of seller credits
e Family member remaining in the home and on title after the “purchase”
e Seller unable to qualify for a cash-out transaction of their own

Ineligible Collateral s Manufactured home

e Mobile homes

e Singlewides

e Co-ops, Commercial or industrial properties

Leaseholds

Condotels, Hotel Condominiums

Properties in Redemption

Timeshares

Working Farms and Ranches

Geodesic Domes and others Unique or non-traditional types of structures

Unimproved Land and property currently in litigation

Properties listed for sale

| Escrows WY Ioans must have escrow for taxes/insurance.

Power of Attorney The POA must be either a Statutory Form Power of Attorney or specific to the loan transaction. If using

a specific POA, the individual acting as Attorney-in-Fact must have a familial or fiduciary relationship
with the borrower or a personal relationship with an ownership interest in the subject property.

o POA usage not permitted on Cash out Refinances or any loan where the Attorney-In-Fact is an
employee of the Lender, Broker, Title or Realtor.
POA only allowed in extenuating circumstances where the borrower cannot attend closing.
The recorder’s stamp appears, if previously recorded. The POA must be dated no more than 120 days
prior to the loan closing date.

FHA mortgage limits for all areas: https://entp.hud.gov/idapp/html/hicostlook.cfm.

HPML A&D Mortgage will not originate High-Cost loans. HPML are allowed for fixed rate only.

) (TG i T A A= =8 Broker may submit loans on a property where he/she has direct or indirect ownership or relatives of the
Broker (i.e., spouse, child, or other dependent, or by any other individual who is related to the Broker by
blood, marriage, adoption, or legal guardianship). However, no underwriting, guideline or credit single loan
variances of any kind will be allowed. In addition, the Broker cannot be involved in taking or processing the
application. Broker may not act as the mortgage loan officer on his/her own loan. Brokers may not submit
loans they are originating for their own employees.
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FHA STREAMLINE

640 credit score requirement
Primary Residence

* The following Income and Employment documentation are required at a minimum:
e Salaried borrowers require a Verbal Verification of Employment (VVOE)

Income Documentation e Self-employed borrowers require verification of the business through a 3rd party source
e Retired borrowers aged 60 and older do not require a VVOE

e A fully executed 4506-C is required

Appraisal Not required for stick-built properties
L ESL L N A EY (G Not eligible
HPML Transactions Not permitted. Higher Priced Mortgage Loans (HPML) are defined as any owner-occupied loan with an APR
1.5% above the Average Prime Offer Rate (APOR) on the day the loan is locked.
Rebuttable Presumption Eligible
e 1-4 Unit Properties
CEMA e eMortgages are ineligible
e Lost Note Affidavits (LNAs) are not allowed for prior or current notes
Bankruotc Must not currently be in bankruptcy
ptcy ¢ Loans amounts above $715,000 may not have foreclosure/bankruptcy in last 5 years.
Temporary buydowns Ineligible (not allowed on refinance transactions)
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e Co-ops,

e Condotels,

¢ [ndian Reservations, and

¢ Manufactured Homes including Manufactured Homes as accessory units

Properties listed for sale Not eligible

Ineligible Collateral
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