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POLICY AND PROCEDURES MANUAL FOR SINGLE FAMILY
ORIGINATIONS

Statement of Purpose

Thedo_urpose of this manual is to outline the vagipalicies and procedures to be
Iuse in the origination, underwriting, processing alosing of Single Family
oans.

Itis aéso important to note this manual is foemmal use and is to be used only as
a guide.

First Come, First Serve Program- The lenders are required to call in reservations or reserve
funds on-line for the individual applicants. More than one reservatignbmamade per 12-
month period, but it must be reserved at the original rate or thentumterest rate, whichever is
higher.

Special Loan Programs
From time to time, VHDA pilots special loan programs that can not utilize th@en-li

reservation system. These programs require the lender to fax the reservatitm VbiDA @
804-783-6728.



On-Line Reservation System

Overview This section contains the following information.
Topic See Page
How to Make a Loan Reservation 1-7
How to Check the Status of a Particular Loan 8
How to Review Multiple Loans 9

How to Make a Loan Reservation

Initial Complete the following steps to start the SF LoasdRvation Wizard.
Procedures
Ste Action
1 Open <http://www.vhda.org> with your Internet browser.
2 Enter your name and password. Click onltbgin button.
3 On the Extranet User Menu, select theLoan Reservation System
under the “Navigation” menu.
4 On the Single Family Loan Reservationswindow, selectMake a
Reservation
5 The firstLoan Reservation Wizardwindow appears.

The “Originating Lender,” “Reserving Branch,” “Originating Bréric
“Reserving Contact,” and “Phone Number” information appear.

If the loan was originated at a branch other than yours, seleq

t the

originating branch from the drop-down menu. If a branch is not listed,

you may request an update by selecting Bnench Update Request]
link.

To continue, click thé&lext> button.

Note: You can exit without saving your reservation by clicking on
Cancel/Main Menu button.

the

Continued on

next page



How to Make a Loan Reservationcontinued

Step

Action

Enter the borrower's social security number (SSN). The cl
automatically moves to the next field.

ursor

Enter the co-borrower’s social security number.

Enter the borrower’s and co-borrower’s (if applicable) first mamiddle
initial and last name.

Enter property address cliclext. (See screen shot below of page 2
the wizard.)

' | oan Reservation Wizard
@ Page 2 of 4

IOriginating Lender: Branch:
1800 Robert Fulton Drive Suite 350

Access National Mortgage Gorp.

Add /update




Click “Select Address” if the candidate matches the adémssed, you
will then be moved to page 4 of 4 of the reservation wiZz&@ee screer]
shot below of page 3 of wizard.)

I L oan Reservation Wizard

@ Page 3 of 4

A possible match for the address you entered is listed below. If the
listed address is a good match, click the "Select Address" link. If the
correct address is not listed, click the "Address Mot Found" link to
continue entering needed information.

Address Not
Found

Enter credit score, Press Tab, enter appraised value (optioaafjTBb
(See screen shot below of page 4 of wizard.)

[ Loan Reservation Wizard

@ Page 4 of 4

[originating Lender:

'VHDA 601 South Belvidere Street Richmond

Credit Score (Middle credit score(lowest of all borrowers)) Appraised Value (optienal)
I s $[

Loan Amount No. of Persons in Household

Select >

irsf con (FHA Blus Only)
g Property Type _______________[Construction Type
SelectProgram - Select Property Type © New { Existing ¢ Rehab
Allocation/Rate Special Program Option
[SelzctAllacaton =] [Select Program Option =]l Select Sponsor =

Display Options

IGross Annual Income Purpose Projected Closing Date
MM/DD/YYYY’
£ Select Purpose ~

Has the applicant owned a primary residence in the last three years?
© ves © No

Cancel/Main Menu <Previous || Confim Reservation >

Enter the sales price. Prékab.

Enter the first loan amount. Pregzb. Enter the second loan amount a
is applicable to the loan program.

S it

Click on the down arrow under the “No. of Persons in Household” field.

Click on the total number of people for the household. Praks

10

Click on the down arrow under the “Program/Loan Type” field. Seleq
desired program or loan type by clicking on its name.

t the

11

Click on the down arrow under the “Property Type” field. Click loa
name of the property typ&lote: Property type options may vary fro|
those shown here.

—

m




12 Click on theNew radio button if the property is a new construction. C
on theExisting radio button if it is an existing dwelling. Preksb.

13 Enter the gross annual income.

14 Click on down arrow under “Purpose” click on the purpose of the
(i.e. Purchase or Refinance)

15 Enter projected closing date.

16 If the applicant has owned a primary residence in the lag jfears,
click on theYesradio button.
If the applicant has not owned a primary residence in the last ybegs,
click on theNo radio button.

17 Click on the Confirm Reservation button and theConfirmation

window appeatrs.
Please Review All information.

To make a change, click on the field that you want to change.
corresponding field on the Wizard screen appears. Make your ch
and then clickConfirm Reservation (If you are on the first, second
third wizard screen, you will need to click thiext button until you get

ick

loan

The
ange,
or

to the fourth screen.




18

To complete the reservation, click on the SulRR@servationbutton.

[Confirmation

Loan Please review the information below for accuracy. You may

then submit the reservation with the button below, or click an
incorrect value to make revisions

Reservation Information Reservation Information n

Borrower SSI 541-66-4523 Applicant Name: Test Borrower
Co-Borrower S5N: -- Co-Applicant Name:
Pregram/ Lozn Type:  Conventional Proparty Address: 6015
Fixed BELVIDERE ST
Sraparty Typa:
roparty Type Single Family T,
Special Program Virginia 23220
Sponsor
New or Existing: Existing
Szles Price §180000
Loan Amount (Firstl: 5100000 Targsted Area: Yes
Loan Amount
(Second):
[ Credit Scora 720
No. Persons in 2
Housshold Resanation  g9/21/2010
Resenvation  43:53:45 AM

Gross Annuzl Inceme:  $50000 Resarvation /Ay

Jurisdiction: Richmond City Interest Rate:  3.750%

Spr=En $1,000.00
Purpose: Purchase

Projected

Point 1.0 point

Projected Close Date:  10/15/2010

Primary Residence in  No

Pragram Notes VHDA requires
borrowers to
complete a VHDA

Homeownership Submit Reservation >

Education class
for all VHDA loan
programs.

Originating VHDA Reserving Sandy Redd
Lender: Contact:

Help| Contact Us
All content of this site is © 2004 VHDA. All rights reserved.
Please Review the Terms of Use and Privacy Policy Before Continuing

Continued on next page



How to Make a Loan Reservationgcontinued

The Confirmation

Step

Action

1

Screen shot dReservation Completescreen

The first reservation has been successlully reserved. Pleass pant this
page and note the loan nember for youwr records, & copy of this is
reseryation will be emailed to BFReservations@vhda,com automatcally,
Click here to enter the soft second reservation or click here to enter

another Peservation.

VHDA Loan Number - 2110148

Page 2

Boarowar SSM:

Co-Baodnn e &F 55N

ProgramyLonn Tepe:
Proparty Top-ii
Spacisl Frogrami
Bpondar

Haw ar Existing:

Saler Price:

Loan Ao urtl Frst)
Apprazad Valos:

Loan Amourd Secendl

He Pardard i

Houzmheald:

Grzid Annusl [nesrma:

Jurig@ion:

Pispisii

Projected <lose Datel
Aaziduncs in Lk 3
e

Loan OFicar

Progra Holad:

Sriginsting Landar:

#64-31-3133

Corwentianal Foosd

Single Family

Existing
$150000
$100000

£as000

Richmond City

Purchase

12/30/2009
Mo

No Loan Officer
Available

VHDW requras
borrowars to
complete & WHDA
Homeownarship
Education class fior
all YHDA laan
programs.

Applicant Hema: Jaria Dies
2 o-Ap plicant B
Froperty Addrere: BO1 S
BELVIDERE
5T
RICHMIORD,
Wirginiza
23220
Lagal Dmseripkssn:
ol ginstors Lesn Mo,
Targatad Arsa: Yas
Ra s riabion
Catel 12/7/200%
Pl & i abson - .
Im.:' 11:09: 41 &M
L b
bop. Dater 2/5/2010
Enterast Rate: 5. 000%
priginatien g 1,000.00
pomted 1 0 pomt
VHDA Ranarnrg Corgack:

Sandy Redd




How to Make a Loan Reservation, Continued

2 Note: If there is a problem, a message appears with a VHDA contact name and phone

number ** Example** If the Social Security Number is already on file, the on-line
system will not allow a new reservation for this Social Security Number.

If the reservation fee has been paid and the first reservation is less than one year
old, you must call Yolanda Dickerson at 343-5756 or Sandy Redd at 343-5820, to ¢nter a
new reservation for this SSN with an interest rate greater than or equal taythal ori
reservation’s interest rate. If the reservation is more than 1 year old, tlestimée will
be at the current VHDA rate.

3 If there are no problems, tiReservation Completewindow appears.

To log off, click on the “X” in the right hand corner of the screen.

How to Check the Status of a Particular Loan

Procedure Complete the following steps to check the status of your loan.
Step Action

1 Click on the Check Loan Statuslink on the Single Family Loan
Reservationwindow.

2 ThelLoan Status Checkwindow appears.

3 Click on the down arrow under the “Branch” field to see a list of
available branches. Click on the desired name to select it.

4 Select the appropriate search type by clicking onSbeial Security
Number, VHDA Loan Number, or Lender Loan Number radio
buttons.

Then enter data in the field next to Bebmit button.

5 Click on Submit.

6 A new window appears with the information about the selected loan. If
no loan meets the criteria that you entered, the second scredmeill
blank.

7 To exit, click on theX” button in the top right corner.




How to Review Multiple Loans

Procedure

Complete the following steps to review multiple loans in the SF Reservastensy

Step Action

1 Click on theReview Your Loans link on the Single Family Loan
Reservationwindow.

2 The Generate Loan Report window appears with the name of the
originating lender and the branch address at the top.

3 Under “Reporting Scope,” select whether you want a report of foans
the lender, branch, or user. Click on the appropriate name.

Note: The options on this menu will vary according to the user’'s agcess
level.

4 Click on the down arrow to select one or all branches.

5 Click on the desired type of loan under “Report Type.” You cantsglec
active, inactive, or all loans.

6 Select the “Reporting Range” by clicking on the desired amouimhef
You can choose 30, 90, or 120 days or the “View All” option.

7 Define how you want the report to be sorted. Click on the down grrow
under “First.” Click on the desired name.

If you want to add other sort criteria, repeat these procedurdbeor
“Second” and “Third” fields.

8 Click on the down arrow under “No. of Records per Page.” Select how
many records you want to appear on each page of the report. You can
choose 25, 50, 100, or “All.”

9 Click onView Report.

10 If there are loans for the criteria you selected, they appdae next
screen.

11 Click on the“X” in the top right corner to exit. Th@enerate Loan
Report window appears. To return to the main menu, click on|the

Cancel/Main Menu button.




Procedure for Manual Reservations

Reservations are received and processed manually for numerous reasons, some of which ar
previous reservation exists in system, loan officer does not have access to comgurges®to
VHDA on-line reservation system, or reservation is SPARC.

Reservations processed manually are reserved at the active rate at the tieservation is
received. Any re-reserved loan reservations are processed at higher of markeibospate if
within 12 months of previous reservation date.

SPARC reservations are reserved at the active rate at the time receasd\HDA has been
notified that the reservation has been sent for sign off and VHDA changes ratedoWw\aial
exception due to the added step in the reservations process which often adds additional time.

The only exception granted by the Business Partner Product Manager or ResenssistasitA

is if the Reserve contact is in the reservations system at the time oktickaage and the rate
increases, the lower rate will be honored. The department keeps a list of the individuals
requesting the exceptions and documents the manual reservation form as well. rAll othe
exceptions must be approved by the Director of Homeownership Programs or the Managing
Director of Development.

At the beginning of each month, the Business Partner Product Manager will run a rejhart for
Director of Homeownership Programs of all loans manually reserved by Resesvasisistant

or Business Partner Product Manager for the previous month, which have an override on the
rate/bond allocation. With the report, documentation for each override will be provided if the
override resulted in an interest rate lower than the active interest rdte fbate/time reserved.

10



PROCESSING FOR FIRST COME, FIRST SERVE PROGRAM

Requirements for System Access

Since the system will be offered through the internet, minimal system neguite will be
necessary. No special software or system installation will be necessary

System Requirements are as follows:
Internet Access
Access to E-mall
Internet Explorer 4.0 or greater (preferred) or Netscape 4.0 or greater
Each lender must designate a System Administrator who will be registeretv@macress to
the system. This System Administrator will then register other lendefastaccess to the
system.
System Registration
After a lender has been approved to process VHDA loans a letter of an administrative
contact sheet (see attached) is sent in to the Business Partner Product Mbaonageiews it
and brings it to the Reservations/Special Programs Assistant.
The lender is then set-up on the online system:
Step 1. Added to Fastrak lender maintenance (No longer necessary step as of 12/15/07)
Step 2. Added to lender maintenance
Step 3. Added to branch maintenance
Step 4. Added to user maintenance (the user administrator is set-up here aredl @mail
confirmation with a temporary password, the user name is the administratoag’ e-
address). The administrator is responsible for setting up the branch users.
Step 5. The lenders then have access to the Fastrak reservations systemsdy tgdimg

vhda.org. website using the information provided to them from the user maintenance
system. (No longer available as of 12/15/07)
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J Administrative and Training Contact Assignment

VHDA.

Administrative Contact:
The administrator’s role is to maintain the list of active users for VHDA Reservations. They may
add/modify/delete other Administrators and lower levels with the lender.

Please complete the Administrator information below:
Lender Name

Administrative Contact Name

Branch Address

Phone
Email
Fax

Agreement:

As VHDA’s Administrative Contact, | take responsibility for controlling internal employee access to the VHDA
Internet Reservations System. | understand that it is my responsibility to give access to the appropriate
individuals within my organization, as well as modify or remove their access as needed. | further understand
that | may delegate these administration duties to other(s) in my organization who will have the same level

of responsibility as stated above.

By:
N_am e This section to be completed by
Brtlte: Lender Administrator

ate:

The undersigned Authorized Officer of Lender certifies that the Administrator is authorized to perform the
duties set forth herein.

By:

N_am e This section to be completed by

-[I;mte: Authorized Officer of Lender
ate:

Training Contact:
The trainer’s role is to ensure that authorized users of the VHDA Internet Systems have the training, and
tools necessary for appropriate use.

Training Contact Name
Branch Address

Phone
Email
Fax

Please fax the completed form to VHDA at (804) 783-6730. Questions regarding this form
may be directed to Sandy Redd at (804) 343-5820 or sandy.redd@vhda.com
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Procedure for Changing Single Family Interest Rates

Rate change requests are created by the VHDA Fend@partment and a bond
allocation notice is sent to Sandy Redd detailirgriew interest rates, funding
sources and allocation amounts. These noticeseatdoy email.

Sandy Redd or alternate makes the changes in tik@&fng system and
activates the new interest rates.

An automated email is sent upon activation of tew mterest rates and details for
what products the interest rate has been chanfied.email is sent to members of
SF Finance, Michele Watson and Sandy Redd. Thgogerof this email is to
ensure that rate changes are made in a timely manne

The allocation notice is initialed by Sandy Reddlbernate and distributed to
various staff members as detailed on the Rate Ghelngcklist.
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New Rate

Date: Notice:
Time:
BOND RATE [63)] INTER-ONLINE
Bond Active
(MRB)
Regular - N () ()
Flex - N () ()
- - () ()
() Rate LineCHANGE MESSAGE
() On-Line Rate To Verify only. (Print-Out)
() Verify Rate (Print-Out)
() Notice Michele: ()
David H.: ()
Bill: ()
Pat Corey: ()
Joe F. ()
() E-Mail:
() Ratewatch Notification

14



SF Funding System

Overview This section contains the following information.

Topic See Page
How to Set Up a Funding Source 1-2
How to Set Up an allocation (blend example) 3-5
How to Activate an Allocation 6-7
Rate Changes 8

How to Set Up a Funding Source

Initial Complete the following steps to access the SF Fgn8i/stem.
Procedures
Step Action
1 Click on Internet Explorer icon to access VHDA Intranet.
2 Click SF (Under Development).
3 Click “Applications We Use”.
4 Click Fastrak & Reservations Maintenance.

15




Click Funding Administration.

Click Funding Source Setup & Maintenance.
Click “Add”.

Enter Informatlon and Cllck Save.

oo ToLi- A e

g Source Maintenance -

L Funding Source Maintenance THelp

Funding Allecation

005G

Edit Funding Source (Page 1 of 1)

Ba rest Rate: _[Funding Type:

e [V ® =
to

Description:
lern 1118

s Cancel

[ 4 [ Click Fastrak & Reservations Maintenance.
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How to Set Up an Allocation

Step Action

1 From Single Family Funding Administration menu, choose Funding Altaletup &
Maintenance

2 Click Add and Complete information on Page 1

arike

=00 f—

; Funding Allocation Maintenance

Funding Allocation Maintenance ZHelp

Funding Allacation

Delete Yerify Rates Cancel

Add Funding Allocation (page 1 of 3)

Allocation Name: |Amount Allocated: Base Interest Rate:
Series: Code:
atii {ex. 1995T) |{ex. 90)
| |1 [02_] ¢ [52000000 | 5.625 | % Supported
m Loan Term: Remaining Balance: E‘r;ciaL:E;ﬁi:a:;lg::’:::;ﬁe)
po Regional Loan Fund -
months % |32000000 Regional Loan Fund 4

Regional Loan Fund 2 ;I
Ioss28/2008) |bn 1382 |

Prewious l Nextl Savel Cancel

=
4| | v
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Click Next and enter Funding Source Information.

‘arike

ati
ati
ath
im

im

po

/3 Funding Allocation Maintenance

=101 x|

Funding Allocation Maintenance ZHelp

Funding Allocation

Wetify Rates

Funding Source/Blend Information (Page 2 of 3)

Select Funding Source |

FundingSource % allocation

Total Allocation: D%
Effective Date: I:I

‘ | »

0.7

3 Funding Allocation Maintenance

=10l x]

Funding Allocation Maintenance @Hp_.']p

Funding Allocation

o0sGe I
ao0sGo9 -
005G | Yerify Rates

Select Funding Source |

FundingSource % Allocation

Delete 20044(0) 19.57 M
Delete 2001H{0) 80.43 Y

Total Allocation: O

Effective Date: 05/28,/2008

Funding Source /Blend Information (page 2 of 3)

M|

4 | »

Click Save/Next.
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Enter Rate Information.

“} Funding aAllocation Maintenance - Microsoft Internet Explorer provided by ¥HD

Funding allocation Maintenance Z)Help

Funding Allocation

Delete Yarify Fates Cancel

Funding Allocation/ Rates (Page 2 of 3)

Program Type Interest Rate
18T CHOICE

‘INTEREST OMLY [

‘FI}(ED ||5.825

‘FRESH START ||

‘HOME STRIDE ||

‘PLUS |5.875
‘RD LEVERAGE |5625
[Rate 1 [Rate 2 [Rate 3

TmErovear [
TIMEr1svEAR [
TITLE120 YEAR [
‘TITLE isvear [

Click Save.
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How to Set Up a Funding Source

1 From Single Family Funding Administration menu, choose Funding Allocation Assignme

Click Add and Select allocation that was added in previous step.

raorike = =
3 Funding Allocation Maintenance

=10] x|

Funding Allocation Assignment @He‘lp

Funding Allocation

KO102

SEABRLFE
ko1 .
- Yerify Riates Cancel

Allocation Name: Alltel Investor: _

= | | | R
il | Cutoff Balance: Remaining Balance: _

% |500000 $ |32000000

Cancel

=
| | »

2 Enter the Alltel Investor Code, which will always starthadt “K” for blends. Check with Pa
Corey or Joanne Alderson in servicing if need help with naming convention.

3 Enter Cutoff balance of $500,000 (without commas).

1
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Click Next and check boxes to activate rates associated with thatiatiocat

Funding Allocation Assignment @Hp_.-]p

Funding Allocation

BAABRLFE -
01 .
- Yerify Rates Cancel

FHA Conventional Rural Housing YA

CIXED Is.625%) I5.625%] I5.625%) |5.525%|

" active [ active [~ active " active
Flex Alt 100 N/A N/ A N/ A N/ A
Flex Alt Step M/A M/ A M/ A MNSA
Home Access N/A N/ A N/ A N/ A
Home Enhancer N/A NS A N/ A N/ A
plus S N/A N/A N/A

¥ Active
Purchase Rehab N/A N/ A N/ A N/ A
Step N/A M/ A N/ A N/ A
Fresh Start N/A N/ A N/ A N/ A
Flax MOV A N/A N/ A N/ A N/ A
Flax Nawy N/A N/ A N/ A N/ A
Flex Mawy Plus N/ A M/ A N/ A NSA
Titde I 5 Year N/A N/ A N/ A N/ A
Tite I 10 Year N/A NS A N/ A N/ A
Tite I 15 Year N/A N/ A N/ A N/ A
Tite I 20 Year N/A N/ A N/ A N/ A
Home Stide M/A M/ A M/ A MNSA

Click Save.
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Miscellaneous Rate Change Information

Step Action
1 Print Active Bond Report before making any changglis can be accessed from the Funding Administrat
Menu.
2 Print Rate Change Document and RateLine DocumEmése are WORD documents.
3 Write current balances, if applicable on bond notice provided by finance.
4 Change existing allocation balance or new allocation balance to match balance on loend noti
5 Activate allocation per instructions above and print Active Bond Report again.
6 Verify Rates using either Funding Allocation Maintenance or Funélilegation Assignment

click Verify Rates and right click on page to print. Confirm tthese rates and allocations
match your input.

7 Send RateWatch notification to Lenders. This application is sibtesfrom Funding
Administration window.

8 Make changes and Send “The Rates Are...” document to SF Originainoh&es Coun
groups internally.

—+

9 Accesswww.vhda.org, click on rates at top of home page and verify accuracy of r&est
two copies, one for Sandy, one for Debra.

10 Change Rateline message according to directions on RateLine Change document.
11 Complete Rate Change Process document and attach all together.
12 Distribute bond notice copies as required on Rate Change Process document.
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Date:

RATE LINE GUIDE

You have reached Virginia Housing's rate-line. Typda For all pricing ofgtj@yo to
www.vhda.com, click on Homebuyer Loan rates and all pricingams will be displayed.

The current standard rate is % on alle2d FHA, VA, Guarantee Rural Housing and Convemtion
Loans.

FHA+ % HB Tax Credit Plus %

The Flexible Alternative standard rate is %

The Flexible Alternative Interest Only rate is %

The Flexible Alternative Home Access & Home Enhanege is %

Thank you for calling the VHDA rate-line.

To change the rate line, dial 2120 and enter ywtansion #, then enter your password. Next ehecall handler
extension, 7738. To change standard greetings [2ie® record standard greeting, press 2. Bgmialkdng and
when finished, press #.

Rate-Line: 800-637-7738
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Procedure for Disbursement of Credit Lines
Revised December 2009

Habitat for Humanity

Request for line of credit disbursement is sent to Corliss Bey at Habitat faartitym
Virginia office

Corliss verifies request for accuracy and completeness.

Spreadsheet is sent to Sherry Estridge with data for loan disbursements| thatséd

in data mart

Corliss delivers request to Sandy Redd, Business Partner Product Manager.

Sandy checks request, calculates loan amount, per diem interest, receipt ang atcurac
all documents, building permit, certificate of occupancy, pledge agreement, mngmiss
note, etc. and inputs information into Habitat line of credit spreadsheet.

Sandy generates letter, list of loans to be disbursed and check request for the actual
disbursement.

The check request is signed by Sandy and authorized by either Michele Watson or Don
Ritenour.

Check request is delivered to finance and upon issuance of the check, check is returned to
Sandy Redd.

Sandy sends check and letter/loan list via overnight delivery to Habitat chapter.

Sandy inputs check number and disbursement number into Habitat line of credit
spreadsheet and adds the unit number and total disbursed for each chapter into Habitat
units and totals spreadsheet.

Copy of letter, check, request and documents supporting request are sent to Pamela
Holmes in Single Family Servicing via Inter Office mail.

Documents are filed in Habitat folders for appropriate chapter and year.

FAHE sends request to Sandy Redd and emails spreadsheet with data to Sandy.
Sandy forwards spreadsheet to Sherry Estridge.

Sandy checks request, calculates loan amount, per diem interest, receipt ang atcurac
all documents, building permit, certificate of occupancy, etc. and inputs information int
FAHE line of credit spreadsheet.

Sandy generates letter, list of loans to be disbursed and check request for the actual
disbursement.

The check request is signed by Sandy and authorized by either Michele Watson or Don
Ritenour.

Check request is delivered to finance and upon issuance of the check, check is returned to
Sandy Redd.

Sandy sends check and letter/loan list via overnight delivery to FAHE.

Sandy inputs check number and disbursement number into FAHE line of credit
spreadsheet.

Copy of letter, check, request and documents supporting request are sent to Pamela
Holmes in Single Family Servicing via Inter Office mail.

Documents are filed in FAHE folder for appropriate year.
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VHDA MRB LOAN PROGRAMS

These programs are funded using tax exempt bonds and offer a variety of financing opéidns bas
upon product selected.

Loan Types: HUD-VA-RD Insured and Conventional with or without PMI.
Processing: Originating Lenders are to process loans in accordance with
VHDA

guidelines and procedures and submit to VHDA for approval
(unless the Originating Lender has VHDA delegated authority).

Underwriting: Delegated or Non-Delegated
Closing: Delegated or Non-Delegated
Servicing: VHDA or Other Servicer
Loan Terms: 30 Years

Pricing Options are Available:

Origination Fee: 0-1%
Discount Point: 0-2%
Mortgage Insurance: Based upon program selected

Conventional up to 97% LTV (12% - 35%) coverage
Loan Purpose: Purchase Only, Owner Occupied/Primary Residence

Basic Property
Requirements: Single Family Only (Doublewides HUD Insured Only), 2 Aafre L
Limits (waivers maybe granted up to 5 Acres)

Eligible Borrowers: Borrowers may not have had a present ownership interest in a
principal residence within the past three years, Business use of
property restrictions apply. Borrowers must be US citizens;
provide evidence of lawful permanent (not conditional) resident
alien status; or in the case of non-permanent resident aliens, must
possess a SS# and be authorized to work in the US.

Net Worth: Eligible borrower(s) can not have a net worth exceeding 50% of
the sales price.
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Max Gross

Household Income:

Sales Price/Loan
Limits:

Acquisition Costs
Requirements:

Qualifying Ratios:

Credit
Underwriting:

Employment
Requirements:

Homeownership
Education:

Tax Recapture:

VHDA publishes maximum “gross income” limits which are
established to comply with the limits imposed by the U.S.
Treasury limits. These Maximum Allowable Income and Sales
Price Limits are available on VHDA'’s website.

VHDA publishes maximum sales price limits. Propertieadei
financed cannot exceed these limits. These Maximum Allowable
Income and Sales Price Limits are on VHDA's website.

Definition of Acquisition Cost - The cost of acquiring thidlgig
dwelling from the seller as a completed residence.

The acquisition cost of a property to be financed may not exceed
limits which have been established by the U.S. Department of The
Treasury in effect at the time of application. In all cases for new
loans, these limits equal or exceed VHDA's sales price limits,
therefore, for new loans the residence meets this requirement by
meeting VHDA sales price limits. In the event that the acquisition
cost exceeds VHDA's sales price limit as a result of the estimated
costs to complete unfinished areas, the Originating Lender must
contact VHDA to determine if the residence is eligible.

Varies based on loan type.

Varies based on loan type.

Varies based on loan type.

Varies based on loan type.

All loans which are funded from one of VHDA’s Tax Exempt
Bond Loan Programs may be subject to the Federal Tax Recapture.
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(Program suspended as of 4/01/2008)

STEP RATE PROGRAM - Bond Programs

Product

This program offers lower initial mortgage payments by reducing theshtate during
the first two years of the loan. To offset the lower rate during the first twe, tharinterest rate
is increased by .50% above the standard 30 year rate. The rate is then reduced by 2% the first
year by 1% the second year and remains fixed for years 3-30. No additional fees or @oints ar
charged. The program is available through the FHA, VA, RHS and conventional PMI insured
programs.

Fees
Standard fees: 1% Origination 2% Discount

Processing

This program is available under our first come first serve program as a dtpnofduict.
Reservations are made through the automated reservation system. The resandasiod the
loan application should indicate Step Rate. Loan packages are submitted under satnesproce
as standard loans.

Underwriting

Standard qualifying criteria as other VHDA FHA, RHS,VA or conventional loppl/a
Qualifying ratios are based on the following:

FHA - 1styear rate
VA - 2nd year rate
Conventional - 2nd year rate
RHS - f'year rate

Loans may also be submitted to Loan Prospector or Desktop Underwriter for automated
underwriting decisions.

The system will calculate the appropriate payment based on balance and téerttoze
specified interest rates. This information will be printed on the VHDA commitme

Closing
A Step Rate Note and Step Rate Allonge will be included in the closing package.

Servicing

Servicing of loans will be handled by the designated VHDA servicing agent or VHDA
direct servicing.
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FHA PLUS PROGRAM

PRODUCT

This program offers downpayment and closing costs assistance in the form of a second
mortgage in addition to a VHDA FHA insured first mortgage.

FEES/RATE
Standard Fees: 0 - 1% Origination
0 - 2% Discount
Fees: Charged on first mortgage only
Rate: The first and second mortgage will both carry the same inteesthich

will be .25% above the standard VHDA fixed rate. Both loans will be made
for a 30 year term.

Per diem interest will also be charged on the second mortgage.
CALCULATION OF LOAN AMOUNTS
Calculation of Maximum Downpayment/Closing Costs Assistance:

VHDA second mortgage will be made up to 3.5% or 5% of the lesser of the sadesrpric

appraised value based on credit score. Credit score of 620 -659 maximum 3.5%, credit score of
680 or greater maximum 5%. Borrowers minimum cash investment is 1% of sales pige. T

may be in the form of cash reserves.

(Revised September 2010)

RESERVATION PROCEDURES

Reservation for FHA PLUS loans will be made on the automated reservation systém. F
PLUS will be added as a financing option. When FHA PLUS is entered, additional informati
related to the second mortgage will be requested and the higher rate will bedededicate

FHA PLUS on the reservation sheet. The loan amount section should reflect both tinel first a
second mortgage separately.
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APPLICATION PROCESSING PROCEDURES FOR FHA PLUS

Disclosures:
A. Good Faith Estimate (Lender’s Disclosura)pdated September 2010

B. Program Disclosure and Affidavit of Borrower (Exhibit E)
One may be used - include the two separate loan amounts under the loan amount
section.

C. Truth In Lending
Separate Truth In Lending Disclosures must be provided for the first and second
mortgage.

Application:

The Residential Loan Application should reflect the first mortgage loan amowynt onl
Details of transaction would identify the second mortgage under "Subordinate Filamdrtge
second mortgage payment should be included in Proposed Housing Expense under "Other
Financing (P&I)". Exhibit E, Program Disclosure and Affidavit of Borrower, mustdoepleted
by the lender disclosing the FHA Plus second mortgage amount on page 3 of the exhibit. An
addendum to the application will be required which will also serve as a FHA PLUS Wairkshe
for loan calculation. Example of this application and worksheet is attached and may be
duplicated for use.

Qualifying Requirements
Payment for the first and second mortgage must be included in both quajihg
ratios. Standard FHA qualifying ratios apply. Some flexibility is allowed based ostrong
compensating factors. -Revised September 2010

Buydownsand the Step Rate Option will no¢ available with the FHA Plus program.

The following issues will be given strong consideration in review for loan approval:

1. Proposed housing expense compared to current monthly housing expense
2. Past credit history

3. Job/Income stability

4. Attendance in a Homeownership Educational Program

Automated Underwriting

Desktop Underwriter and Loan Prospector decisions are accepted.

Commitment

The VHDA Loan Commitment will include the term of the second mortgage also. A
FHA PLUS Addendum will also be attached to the commitment.
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APPLICATION PROCESSING PROCEDURES FOR FHA PLUS (CONT'D)

Closing Procedures

A separate HUD 1 will be prepared for the second mortgage. VHDA will issue one
closing check to the closing agent for simultaneous closimgdated September 2010

Servicing

To avoid confusion for the borrowers, payments for the first and second mortgage will be
due on the same date and made to the same servicer. Questions related to servicing should be
directed to Pat Corey in the VHDA Servicing Department.

Post Closing

All documents for the first and second mortgage must be submitted together to VHDA
after closing.

Recapture

The second mortgage will also be subject to recapture as these loans will be funded by
bond proceeds.
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PROCESSING FOR CONDOMINIUMS

Conventional Loans

The Originating Lender must provide evidence that the condominium is approved by one
of the following: FHLMC or FNMA. The Originating Lender must submit evidence dirties
the borrower's application is submitted to the Authority for approval or in the casegsdtddle
underwriting, to the Authorized Delegated underwriter prior to commitment. Egoeptil be
considered on case by case basis.

FHA, VA or RD loans

The Authority will accept a loan to finance a condominium if the condominium is
approved by FHA, in the case of a FHA loan, by VA, in the case of a VA loan or by RD, in the
case of a RD loan.

Flex Condo (Suspended 4/1/08)

This program was designed to provide financing to persons wishing to purchase a unit in
a development that does not meet the secondary market investor’s requirements ginbergri
Lender must certify the condo meets the Flex Condo requirements. (See progrgmia®scr
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Flexible Alternative Loan Program
(Suspended 4/1/08)

This product is funded using fully taxable bonds and offers up to 100% financing with no

mortgage insurance.

Processing:
Underwriting:
Closing:
Servicing:

Loan Term:
Origination Fee:
Discount Points
Mortgage
Insurance:

Loan Purpose

Requirements:

Eligible
Borrowers:

Net Worth

PROGRAM GUIDELINES

Loan packages are submitted under the same procedure as standard loans.
Delegated or Non-Delegated

Delegated or Non-Delegated

VHDA services all FLEX loans.

30 year

0 -1% based on program option chosen

0 - 2.5% based on LTV & credit score (see Pricing Worksheet) paid
by buyer or seller based on pricing option chosen

None Required (except for manufactured housing)

Purchase or Rate and Term Refinance (no-cash out)-/ 1 yr. Seasoning /
VHDA re-fi's Personal Property typical to real estate transfers (i.e.
appliances) are not required to be excluded from contract Owner
Occupied/ Primary Residence

Single Family/ Detached/ FNMA or FHLMC approved Condo’s & Puds
Mobile Homes (Doublewide /perm. Attached only- PMI will be required)
Standard VHDA Conventional Requirements (except lot size restriction)
Five acre limit does not apply- property must be used primarily for
residential purposes and typical for residential properties in area

U.S. Citizen or Permanent Resident Alien (conditional status

acceptable for co-borrower) In the case of non-permanent alien

status, the borrower(s) must possess a SS# and be authorized to work in
the US.

None
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Limit:

Maximum Income: 120% of area median

(borrower’s income only) for 1 person household
150% of area median
for 2 person or greater

Sales Price Limit:  None

Loan Limit : FNMA/FHLMC - Active Loan Limit
Maximum 100% (80% LTV and less reduce rate by .25%)
LTV/CLTV: 105% - FLEX Home Enhancer

110% - FLEX Home Access
104% - FLEX Advantage

Seller Maximum 4% (can apply to closing costs or pre-paids)
Contribution:

Down Payment/ Borrower’s Funds$sift or unsecured loan by Relative Grant from
Closing Cost Employer, Non-Profit (not related to transaction) Unsecured loan
Sources: (from financial institution - installment only)

Source of Funds Assets - Two months most recent bank statements
Documentation: Gift - Standard Gift letter and documentation
Loan - Verify terms and include payment in debt/income ratio

Qualifying Ratios: 35/43 Maximum
Include outstanding debt with more than 6 months remaining

Reserves: 95.01 - 100% LTV - 2 months
90.01 - 95.00% LTV - 1 month
90.00 and less - none required
Reserves must be borrower's own funds (vested interest in
retirement funds allowed )

Employment/ Minimum two years stable income(education/training may be used
Income for 1 year employment)

and Direct Verification or W2 & recent pay stub to cover 30 days and
Documentation: telephone verification
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Credit
Underwriting:

Credit Documents

Homeownership
Education:
Automated
Underwriting

4/06

Standard Credit Requirements:

No Previous Bankruptcy or Foreclosure

No Outstanding Collections, Judgments within past 1 year

No more than 1 (30 day) past due on any obligation within past 1 year.
No Previous past due (30 day) on Housing Payment

Minimum of 3 trade lines - verified satisfactory payment history (2yrs)
No more than 9 accounts currently open (at application)

No more than 3 new accounts opened in the past 12 months.

OR
Alternative Credit Requirements:
Credit Score: (FICO scores)
95.01 - 100% LTV - minimum 660
95.00 and less LTV - minimum 620
Obtain 3 scores, useiddle score or most accurate based on information
reported. Uséwer of all borrower(s) middle score

IN ADDITION TO THE FOLLOWING

No Bankruptcies/Foreclosures w/in 3 years

No housing payments past due (30 days) in last 2 years.

No more than 1 past due (30 days or more) on any obligation in past 1
year.

No outstanding collection or judgment

Any exception to credit requirements need approval by VHDA and
possible reduction in the loan to value.

FNMA requirements: 120 days to note date (existing)
180 days to note date (new construction)

Required for 1st time homebuyer for 97% LTV loans or greater.
(waived if credit score 700 or greater)

LP/DU decisions accepted
Fastrak decisions accepted (no longer available after 12/15/07)

34



m First-time Homebuyer Loan Programs
VH DA 1% Choice Interest Only
Program Guidelines Overview

Program no longer available

1% Choice I nterest Only

Loan Term: 30 years Fixed Rate — Interest-only/ffgears
Origination Fee: 0% or 1% Based On Pricing Option
Refer online for current pricing options
Discount Points: 0% - 2% Based On Pricing Option
Refer online for current pricing options
Interest Rate: Refer online for current ratéSPARC fundsot eligible)
Temporary Buydowns ampot eligible
Mortgage Insurance: None Required
Loan to Value: Maximum 100% (lesser of sales poicappraised value)

Note: 80% LTV or less, reduce rate by .50%

Maximum 100% Total Loan to Value (including secugednts, soft seconds)
Loan Purpose: Purchase only

Property Requirements: Owner Occupied/Primary Residence

Single Family (1 unit)

Fannie Mae or Freddie Mac Warranted Condos

Manufactured homesNot eligible

2 acre limit unless waiver granted by VHDA, canerteed 5 acres

Refer to VHDA Origination Guide for further detail

Residency Requirements: U.S. Citizen, PermaneritBesAlien or FHA requirements for non-permanetieA
Federal Tax Returns: 3 most recent years of completieral Income Tax Returns required for all heers,

if required to file by federal law. No Prior Homepership. No Business In Home Use.
Loan Limit: Refer to the VHDA Income, Sales Price/Loan Limitauit
Net Worth Limit: Eligible borrower(s) cannot havaet worth exceeding 50% of the sales price of the

dwelling being financed. The value of life insurarmlicies, retirement plans, furniture|
and household goods shall not be included in détémmnet worth. In addition, the
portion of the applicant’s liquid assets, which ased to make the down payment and|to
pay closing costs, up to a maximum of 25% of tHessprice, will not be included in the
net worth calculation.

Sales Price Limit: Refer to the VHDA Income, Sales Price/Loan Limitst

Income Limits: Refer to the VHDA Income, Sales Price/Loan Limitsut
Maximum Income includes combined income of all howehold members.

Seller Contribution: Maximum 4% (can apply to ahmscosts, points and/or pre-paids)

Required Funds: There is no specified minimum dagbstment by the applicant, however, sufficient
funds for closing must be documented.

Source of Funds: Borrower’s Own Funds

Gift or unsecured loan from Relative (not relatedransaction)
Grant from Employer, Non-Profit (not related tonsaction)
Unsecured loan (from financial institution - ingtaént only)
Documentation Assets: Two months most recent bank statements

of Funds: Gift: Standard Gift letter and documentation

Loan: Verify terms and include payment in debt/imeoratio
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Qualifying Ratios:

1% Choice I nterest Only

35/43 Maximum (Based on iliihterest only payment)
Include all outstanding debt with more thEh monthsremaining.
Deferred Student Loans Must Be Included in DTI Ratd

If either of the percentages set forth above i®esded, compensating factors may be
used by a VHDA Delegated Underwriter to expandréti®s by no more than 2%.
Examples of compensating factors are:

e Minimal increase or decrease in proposed housipgrese compared to currer
housing expense

e Borrower has demonstrated a conservative attitotard the use of credit and
an ability to accumulate savings

e Borrower has substantial cash reserves after gosin

Reserves:

95.01 - 100% TLTV - 2 months
90.01 - 95.00% TLTV - 1 month
90.00% and less - none required

Employment/Income
Documentation:

Minimum two years stable income (education/traimmay be used for 1 year
employment). Direct Verification and current paytsbr W2'’s and current pay stub(s)
cover30 daysand telephone verification.

Applicants must document the receipt of stable imedndicating that the applicant will
receive future income sufficient to enable the timepayment of the mortgage loan as|
well as other existing obligations
and living expenses.

()

Credit Underwriting:

Credit Score
» 95.01-100% TLTV - minimum 660
» 95.00 and less TLTV - minimum 620
» Obtain 3 scores, use middle score or most acchested information reported
» Uselower of all borrower(s) middle score

In addition:
» No Bankruptcies/Foreclosures w/in 3 years *
» No housing payments past due (30 days) in lasagsye
» No more than 1 past due (30 days or more) on aliyation
in past 1 year
» No outstanding collections or judgments

Applicants with No Score:

Applicants with no score will be considered if thés no adverse credit. Three (3)
current alternative credit references with a vedfsatisfactory current payment history
for a minimum of 2 years are required.

Satisfactory rental reference is required.

Any exception to credit requirements need apprbyatHDA and may be subject to
LTV reduction.

Credit Documents:

90 days to commitment date
120 days to note date (existing construction)
180 days to note date (new construction)

Homeownership Education;

Highly recommended butreqgtired for those with 660 credit score. Requfred

applicants with no score or below 660.
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1% Choice I nterest Only

Appraisals: Standard Conventional Appraisal including inteaod exterior inspection required.
Appraisal must indicate that market trends for eabproperty exhibit stable to
appreciating values. If comparable sales useddaragpraisal do not fully support a valy
adequate to secure the loan amount, a second salpséll be required.

Automated Underwriting: | VHDA FasTrak system- LP, DU or other systenmsot allowed

Servicing: All loans must be serviced by VHDA
Recapture: Borrowers may be subject to recapture — Refenttine Recapture Calculator
*Important:

Refer to VHDA Origination Guide Chapter 2 — Elidityi Requirements — subsection 2.1-2.3 for speodfigiirements —
This Program is a Tax Exempt Bond Program and all requirements of that program must be met (i.e. First-time
Homebuyer, Affidavits of Borrower and Seller, 3 Years Federal Tax Returns, Business Use of Home etc.) Please

refer to the Origination Guide for additional information.
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m Flexible Alternative Loan Programs
v H D A Flex Alt Advantage
Program Guidelines Overview

Program Suspended 1/1/2008

Loan Term: 30 years

Origination Fee: 0% or 1% based on selected mgiojtion
Refer online for current pricing options

Discount Points: 0% - 2.5% based on selectedngrioption, LTV and/or middle credit score)
Refer online for current pricing options

Interest Rate: Published rate will be slightly légkhan Flex Alt 100
Refer online for current interest rates

Mortgage Insurance: None required

Loan to Value: Maximum 104% (100% lesser of purehaice or appraised value plus up to 4% fqr
closing costs, pre-paids, and/or discount points)

Loan Purpose: Purchase or Refinance (no cash out)
Refer to VHDA Origination Guide for seasoning reguients

Property Owner Occupied/Primary Residence

Requirements: Fannie Mae or Freddie Mac Warranted Condos

Mobile Homes NOT Eligible
Refer to VHDA Origination Guide for further detalil

Eligible Borrowers: U.S. Citizen, Permanent Restddien, Non Permanent Alien meeting
FHA requirements

Loan Limit: Refer to the VHDA Income, Sales Price/Loan Limitsut

Sales Price Limit: None

Income Limits: Refer to the VHDA Income, Sales Price/Loan Limitst

Maximum Income includes combined income of all borowers who will be
obligated on the note.

Seller Contribution: Maximum 4% (apply to closingsts, points and/or pre-paids —
No cash back)

Required Funds: There is no specified minimum d@agéstment by the applicant, however, sufficien
funds for closing must be documented.

Source of Funds: Borrower’'s Own Funds

Gift or unsecured loan from Relative

Grant from Employer, Non-Profit (not related tonsaction)
Unsecured loan (from financial institution — ingt@nt only
Documentation of Funds: Assets: Two months masgirebank statements

Gift: Standard Gift letter and documentation afsfer
Loan: Verify terms and include payment in debiorat
Qualifying Ratios: 35/43 Maximum

VHDA will allow an additional 2% ratio increase Wiapproved compensating factots.
Include all outstanding debt with more than
10 monthsremaining

[

Reserves: 2 months piti
Employment/Base Income Minimum two years stable income (education/traimmay be used for 1 year
Documentation: employment) Direct Verification and current paylstr W2's and current pay stub(s

to cover30 daysand telephone verification
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Credit Underwriting:

OR

Applicants must meet eithédternative Credit Guidelines (Credit Scores 660 and
greater) oiStandard Credit Guidelines (Credit Scores less than 660 or No Scores

Alternative Credit Guidelines:
Credit Score
> 95.01-104% LTV - minimum 660
» 95.00 and less LTV - minimum 620
» Obtain 3 scores, usriddle score or most accurate based information
reported
» Uselower of all borrower(s) middle score

In addition:
» No Bankruptcies/Foreclosures w/in 3 years
» No housing payments past due (30 days) in lastgsye
» No more than 1 past due (30 days or more) on aliyation in past 1 year
» No outstanding collections or judgments

Standard Credit Guidelines

» No Previous Bankruptcy or Foreclosure

» No outstanding collections, judgments within pageéar

» No more than 1 (30 day or more) past due on angatibn within past 1
year

» No Previous past due (30 day or more) on Housirygneat

» Minimum of 3 trade lines * verified satisfactoryroent payment history
(2yrs)*Direct verification of 3 non-traditional accounts acceptable

» No more than 9 accounts currently open (at apjpdinatNote: Revolving
accounts with no activity in the past 12 months enwdtgage loans that will
be paid off prior to closing do not need to be édered in total number of
accounts. All student loans will be grouped togetr counted as one

» No more than 3 new accounts opened in the pastat2hs. Accounts that
refinanced or replacement accounts will not be iclemed as a new account
for this guideline purpose

Any exception to credit requirements need approvaby VHDA may be subject to
LTV reduction

Credit Documents:

90 days to commitment date
120 days to note date (existing construction)
180 days to note date (new construction)

Homeownership Education:

Required for first-timer@buyers with credit score below 660

Automated

Underwriting: LP or DU approvals are not allowed
VHDA FasTrak system approvals are accepted (loaurst be entered as a Flex Alt
Advantage Program)

Servicing:

All loans are serviced by VHDA

Federal Tax-Exempt Bond
Requirements:

First-time homebuyer restrictioase not applicable to this program (i.e. Recapture
Tax, Business Use of Home, Affidavit of Borroweda®eller)
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Flex/Alt Home AccesgProgram suspended 4/1/08)

Making Homes Accessible for all Virginians

The Flexible Alternative Home Access is a variation of the new Flexibérmtive Home
Enhancer. The program allows for the financing of up to 100% of the sales price plus up to an
additional 10% for home modifications for accessibility. This program is avafiablbeth

purchase and no-cash out refinances.

How the Program Works:

As with the Home Enhancer, borrowers may finance up to an additional 5% of the salesr price (
loan amount for refinances) for improvements for required repairs or upgrades and ingmtsvem
of the borrower's choice. Additional funds (up to 5%) may be financed to pay for the costs of
retrofitting or adding accessibility features for the home to accommodatefoeeddsabled
occupants. The entire additional 10% may be used for the costs of these accdesitititg.

Eligible Improvements:
Eligible accessibility modifications improvements include such featuregesss ramps, wider
doorways, lowered countertops, bathroom modification and the installation support bars.

Interest Rate Adjustment/ Loan to Value Restrictions:
The interest rate charged is based upon the selected pricing option. The total loan aagount m
not exceed 110% of the lesser of sales price or appraised value.

Disbursement of Funds/Escrow Accounts/ Final Inspections:
All procedures related to the disbursement of funds, management of escrow account and fi
inspections will be handled in accordance with the Flex/Alt Home Enhancer irmtraucti

Origination Procedures:

Reservations:

Reservations may not be made on VHDA's on-line reservation system. Resemvétibasnade
by phone to VHDA's Reservations Department and speaking with either Sandy Red®48-804-
5820 or Debra Bailey at 804-343-5971. Reservations will be accepted beginning Monday,
December 18, 2000.

Origination:

The borrower is to estimate the amount of the improvements on the Flex Alt Home Enhancer
Worksheet and Disclosure. Check the form indicating that this is a "Home Acoas<ind
indicate the amount of the funds which will be used for retrofitting the home for édldyss
features. The inclusion of the costs for any inspection fee(s) or escrow aditomgtea must be
included on the Good Faith Estimate.

Underwriting:
Loans may not be handled through the delegated process. All loans must be submitted to VHDA
for underwriting and issuance of loan commitment.

Loan Closing:
Loans may be closed through the delegated process. The originating lender must follow the
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Flex/Alt Home Enhancer procedures including instructions for the establishmépteddrow
account and required completion of the Home Enhancer/Home Access Escrow Agreement.

Post Closing:
Post closing procedures for the Flex/Alt Home Enhaaceto be followed.
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m Flexible Alternative Loan Programs

Flex Alt Home Access

VH DA Program Guidelines Overview

Program Suspended 4/1/08

Loan Term: 30 years
Origination Fee: 0% or 1% based on selected gyioption
Refer online for current pricing options
Discount Points: 0% -1.5% based on selected grioption, LTV and/or middle credit score
Refer online for current pricing options
Interest Rate: Published rate will be slightly legkhan Flex Alt 100
Refer online for current rate
Mortgage Insurance: None Required (unless mobihed)o
Loan to Value: Maximum 110% (lesser of sales poicappraised value)
(80% LTV and less reduce rate by .25%)
Loan Purpose: Purchase or Refinance (no-cash out)
Refer to VHDA Origination Guide for seasoning reguients
Property Owner Occupied/Primary Residence
Requirements: Fannie Mae or Freddie Mac Warranted Condos

Mobile Homes (Doublewide/Perm attached with Moregégsurance)

Refer to VHDA Origination Guide for further detalil

Eligible Improvements Finance up to an additiortal & the sales price (or loan amount for refinahéas
improvements for required repairs or upgrades mmptavements of the borrower's
choice. Additional funds (up to 5%) may be finantegay for the costs of retrofitting
or adding accessibility features for the home. &hire additional 10% may be used
for the costs of these accessibility features. Emtetherwise approved by VHDA,
improvements must be completed within 120 day®ai Iclosing. Completion of Fle
Alt Home Access Worksheet is required.

Provider of Services All work must be performed by an individual licedse the specific trade for work

Performed: being performed or by a company offering the speti§ervices. Sweat equity is not
allowed.

Loan Limit: Refer to the VHDA Income, Sales Price/Loan Limitsud

Eligible Borrowers: U.S. Citizen, Permanent Restddien or FHA requirements for
non-permanent Alien

Sales Price Limit: None

Income Limits: Refer to the VHDA Income, Sales Price/Loan Limitsud

Maximum Income includes combined income of all bomwers who will be
obligated on the Note.

Seller Contribution: Maximum 4% (apply to closiogsts, points and/or pre-paids)

Required There is no specified minimum cash investment keyapplicant, however, sufficient
Funds: funds for closing must be documented.

Source of Funds: Borrower's Own Funds

Gift or unsecured loan from Relative
Grant from Employer, Non-Profit (not related tonsaction)
Unsecured loan (from financial institution - ingtaént only)
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Documentation of Funds:

Assets: Two months masmt bank statements
Gift: Standard Gift letter and documentation afsfer
Loan: Verify terms and include payment in debiorat

Qualifying Ratios:

35/43 Maximum
VHDA will allow an additional 2% ratio increase Wiapproved compensating facto
Include all outstanding debt with more than
10 monthsremaining

Reserves:

95.01 - 110% LTV - 2 months
90.01 - 95.00% LTV - 1 month
90.00% and less - none required

Employment/ Base Income
Documentation:

Minimum two years stable income (education/trainimay be used for 1 year
employment) Direct Verification and current paylstr W2’'s and current pay stub(s
to cover30 daysand telephone verification

Credit Underwriting:

OR

Applicants must meet eithédternative Credit Guidelines (Credit Scores 660 and
greater) oiStandard Credit Guidelines (Credit Scores less than 660 or No Scores
Alternative Credit Guidelines:
Credit Score

» 95.01-110% LTV - minimum 660

» 95.00 and less LTV - minimum 620

» Obtain 3 scores, useiddle score or most accurate based information

reported
» Uselower of all borrower(s) middle score

In addition:
» No Bankruptcies/Foreclosures w/in 3 years
» No housing payments past due (30 days) in lasagsye
» No more than 1 past due (30 days or more) on aligation in past 1 year
» No outstanding collections or judgments

Standard Credit Guidelines

» No Previous Bankruptcy or Foreclosure

» No outstanding collections, judgments within pageéar

» No more than 1 (30 day or more) past due on angativn within past 1
year

» No Previous past due (30 day or more) on Housirygneat

» Minimum of 3 trade lines * verified satisfactoryreent payment history
(2yrs)*Direct verification of 3 non-traditional accounts acceptable

» No more than 9 accounts currently open (at appticaiNote: Revolving
accounts with no activity in the past 12 months erwitgage loans that will
be paid off prior to closing do not need to be édexed in total number of
accounts. All student loans will be grouped togetre counted as one

» No more than 3 new accounts opened in the pastat2hs. Accounts that
refinanced or replacement accounts will not be iclemed as a new account|
for this guideline purpose

Any exception to credit requirements need approvaby VHDA may be subject to

LTV reduction
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Credit Documents:

90 days to commitment date
120 days to note date (existing construction)
180 days to note date (new construction)

Homeownership Education:

Required for 1st time Haunyer for 97% LTV loans or greater
(waived if credit scoré60 or greater)

Underwriting:

Loans may not be handled throughdékegated process. All loans must be submit
to VHDA for underwriting.

ted

Automated Underwriting:

NOT Available

Servicing:

All loans are serviced by VHDA

Federal Tax-Exempt
Bond Requirements:

First-time homebuyer restrictions are notapplicable to this program (i.e.

Recapture Tax, Business Use of Home, Affidavit of@rower and Seller)
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Flex/Alt Home Enhancer(Program suspended 4/1/08)

Flexible financing- turning houses into homes

VHDA's Flex/Alt Home Enhancer provides the same flexible program feadaresr standard
Flexible Alternative Loan Program, however in addition, offers qualified borronsrse
affordable option for financing modest home improvements and upgrades of the borrower's
choice. The loan program is available for both purchase and no-cash out refinances.

How the Program Works:

Borrowers may finance up to an additional 5% of the sales price (or appraised value for
refinances) for improvements for required repairs or upgrades and improvements oétsrrow
choice. These funds are included in the first mortgage and will be held in escrow. The
improvements may be made after loan closing, therefore not delaying schedulegl ahasi
moving dates.

Eligible Improvements:

Funds may be used for improvements of borrowers choice. Improvements or repairs to the
foundation or any component impacting the structural integrity of the residence niey not
completed after loan closing. Eligible improvements may include: exterioresiompainting,
wallpaper, new floor covering or carpeting, new roof, upgraded electrical, heating dinmum
kitchen or bath upgrades including appliances, additions including decks, porches, carports,
garages, driveway, landscaping and retrofitting of homes for handicapped adtessahilres.

Interest Rate Adjustments/ Loan to Value Restrictions:

The interest rate charged on the loan is based upon the selected pricing option. The proposed
improvements do not need to be considered in the appraised value unless they are required by the
appraiser to meet minimum requirements. The total loan amount may not exceed 105% of the
lesser of sales price or appraised value.

Disbursement of Funds by VHDA:

Included in the funds disbursed to the closing agent will be the additional funds for the home
improvements to be completed. If documentation is provided verifying that the improvements
have been completed prior to loan closing, the closing agent may disburse the funds to the
appropriate individuals at closing and reflect on the HUD 1.

Escrowed Funds:

A non-interest bearing escrow account will be established for improvements to jpleteoim

after loan closing. If disclosed on the Good Faith Estimate, costs for final iserand any

costs for administering the escrow account maybe added to the funds borrowed (not tchexceed t
105%). The account will be held by the originating lender or at the lender's option by the closing
agent. The lender may also request that VHDA hold the escrow account, however due ® the tim
required for loan set up, disbursements of funds from a VHDA held account will not be available
for 3 to 4 weeks after loan closing. Lenders are advised to consult the borrower on the
anticipated time frame for completion of improvements to determine the most apf@@scrow
account holder. A VHDA escrow agreement must be executed. Borrowers are advised not t
borrow more funds than necessary for the requested improvements as remaining fureds wil
applied against the principal balance with no adjustment to the monthly payments.
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Disbursement of Escrowed Funds:

Funds will be held until such time as the proposed work has been completed, a copy of the
invoice for work performed and final inspection documenting completion of the work has been
obtained. At the borrower's option, funds may be disbursed to the borrower or to the service
provider. Excess funds after completion of the improvements will be forwarded to \AH®A

will be applied to the outstanding principal balance. If excess funds do not exceed $500.00, these
funds may be refunded to the borrower.

Final Inspection:

The final inspection may be performed by an appraiser, home inspector, compliandeirspec

an employee authorized by the lender to perform inspections. The lender's standard cohventiona
inspection form is acceptable certifying completion of the specified improvement

Provider of Services Performed:
All work must be performed by an individual licensed in the specific trade for work being
performed or by a company offering the specified services. Sweat equity is na&dallow

Time for Completion of Improvements:

Unless otherwise approved by VHDA, improvements must be completed within 120 days of loan
closing. Since these funds will be used for minor improvements and upgrades, it istadticipa
that this will provide adequate time for completion. If additional time in needed duettoewea
related delays, the borrower must request an extension from the originating ethaewill

forward the request to VHDALTf the borrower does not complete the proposed improvements

and does not request an extension, the funds are to be returned to VHDA to be applied toward

the principal balance. In these situationshe loan payments or termswill not be adjusted from

those stated in the original note. Improvements required as a condition of the appraisal and loan
commitment must be completed. In these situations, the lender must notify VHDA if the
improvements are not completed within the 120 day period.
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Flexible Alternative Loan Programs

... .

VHDA

Program suspended 4/1/08

Flex Alt Home Enhancer
Program Guidelines Overview

Loan Term:

30 years

Origination Fee:

0% or 1% based on selected mgiojption
Refer online for current pricing options

Discount Points:

0 - 2.5% based on selected mrioption, LTV and/or credit score
Refer online for current pricing options

Interest Rate:

Published rate will be slightly fégkhan Flex Alt 100
Refer online for current rate

Mortgage Insurance:

None Required (unless mobited)o

Loan to Value:

Maximum 105% (lesser of sales poicappraised value)
(80% LTV and less reduce rate by .25%)

Loan Purpose:

Purchase or Refinance (no-cash out)
Refer to VHDA Origination Guide for seasoning reguients

Property
Requirements:

Owner Occupied/Primary Residence

Fannie Mae or Freddie Mac Warranted Condos

Mobile Homes (Doublewide/Perm attached with Mortg&gsurance)
Refer to VHDA Origination Guide for further detail

Eligible Improvements

Finance up to an additiortdl & the sales price (or appraised value for refbes) for
improvements for required repairs or upgrades anavements of borrowers choic
These funds are included in the first mortgagewificbe held in escrow.
Improvements or repairs to the foundation or amponent impacting the structural
integrity of the residence may not be completedrdétan closing. Unless otherwise
approved by VHDA, improvements must be completeithiwil20 days of loan
closing. Completion of Flex Alt Home Enhancer Wdrést is required.

17

Provider of Services

All work must be performed by an individual licedse the specific trade for work

Performed: being performed or by a company offering the spetiservices. Sweat equity is not
allowed.
Loan Limit: Refer to the VHDA Income, Sales Price/Loan Limitait

Eligible Borrowers:

U.S. Citizen, Permanent Restddien or FHA requirements for
non-permanent Alien

Sales Price Limit:

None

Income Limits:

Refer to the VHDA Income, Sales Price/Loan Limitst
Maximum Income includes combined income of all borowers who will be
obligated on the Note.

Seller Contribution:

Maximum 4% (apply to clogicosts, points and/or pre-paids)

Required Funds:

There is no specified minimum d@agéstment by the applicant, however, sufficien
funds for closing must be documented.

Source of Funds:

Documentation of Funds:

Borrower’'s Own Funds
Gift or unsecured loan by Relative
Grant from Employer, Non-Profit (not related tonsaction)
Unsecured loan (from financial institution - ingtaknt only)

Two months mastnebank statements
Standard Gift letter and documentation
Verify terms and include payment in debtaati

Assets:
Gift:
Loan:
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Qualifying Ratios:

35/43 Maximum
VHDA will allow an additional 2% ratio increase Wiapproved compensating factoi
Include all outstanding debt with more than
10 monthsremaining

Reserves:

95.01 - 105% LTV - 2 months
90.01 - 95.00% LTV - 1 month
90.00% and less - none required

Employment/Base Income
Documentation:

Minimum two years stable income (education/traimmay be used for 1 year
employment) Direct Verification and current paylstr W2's and current pay stub(s
to cover30 daysand telephone verification

Credit Underwriting:

OR

Credit Documents:

Applicants must meet eithédternative Credit Guidelines (Credit Scores 660 and
greater) oiStandard Credit Guidelines (Credit Scores less than 660 or No Scores

Alternative Credit Guidelines:
Credit Score
> 95.01-105% LTV - minimum 660
» 95.00 and less LTV - minimum 620
» Obtain 3 scores, usriddle score or most accurate based information
reported
» Uselower of all borrower(s) middle score

In addition:
» No Bankruptcies/Foreclosures w/in 3 years
» No housing payments past due (30 days) in lasagsye
» No more than 1 past due (30 days or more) on aliyation in past 1 year
» No outstanding collections or judgments
Standard Credit Guidelines

» No Previous Bankruptcy or Foreclosure

» No outstanding collections, judgments within pageéar

» No more than 1 (30 day or more) past due on angatin within past 1
year

» No Previous past due (30 day or more) on Housirygneat

» Minimum of 3 trade lines * verified satisfactoryrcent payment history
(2yrs)*Direct verification of 3 non-traditional accounts acceptable

» No more than 9 accounts currently open (at apjdioptNote: Revolving
accounts with no activity in the past 12 months anudtgage loans that will
be paid off prior to closing do not need to be édered in total number of
accounts. All student loans will be grouped togetivel counted as one

» No more than 3 new accounts opened in the pastatizhs. Accounts that
refinanced or replacement accounts will not be iclemed as a new account
for this guideline purpose

Any exception to credit requirements need approvaby VHDA may be subject to

LTV reduction

90 days to commitment date
120 days to note date (existing construction)
180 days to note date (new construction)

Homeownership Education:

Required for 1st time Hauger for 97% LTV loans or greater
(waived if credit scoré60 or greater)

Automated Underwriting:

VHDA FasTrak

Servicing:

All loans are serviced by VHDA

Federal Tax-Exempt Bond
Requirements:

First-time homebuyer restrictions are notapplicable to this program (i.e.

Recapture Tax, Business Use of Home, Affidavit of@rower and Seller)
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Streamline Refinance(program suspended 4/1/08)

VHDA offers a streamline refinance option for current VHDA customers throughlexible
Alternative loan program.

The streamline refinance offers a no-cash out option to qualified VHDA borroweducerthe
interest rate on their current mortgage at reduced closing costs fees.

Eligible borrowers will pay only a $600 processing fee plus other required fees fagclos
Procedures:

Initial inquiries are referred to Michelle Hatchett from servicing. Shiewes the current

payment history to see if the borrower is eligible for a streamline refir{aloc80 late pays in

past 24 months for uninsured loans / no 30 day late pays in past 12 months for insured loans) If
borrower is eligible then she creates a price comparison sheet with new ratgraadtpa

compared to current and send to customer with and application and disclosure if they choose to
proceed.

If borrower pay history or other ineligible criteria is identified a ledesant explaining the
reason for ineligibility.

The application and reservation fee are forwarded to Julia Perkinson for processimgtui®ise

the loan commitment and instructions to the borrower. Once the commitment and any conditions
are received the loan closing is handled by VHDA closing department following normal
procedures.

Streamline Refinance Guidelines:

Payment History:

If current loan has mortgage insurance: No 30 day lates 24 months

If current loan does not have mortgage insurance: No 30 day lates in last 12 months
Borrower may not have filed bankruptcy since our original loan was closed

Maximum Loan Amount:

Total new loan amount (including financed closing costs) may not exceed 100% of the original
appraised value. Current tax assessment or a new appraisal may be used if neaseddatiiec

value to include closing costs.

The new loan can include the payoff balance (including the prepayment penalty on Flgx Steps
plus all closing costs and prepaids for the new loan (up to 100% of appraised value)

If there is secondary financing the combination of the new loan the second loan may nibt excee
100% of the appraised value.
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New Loan Payment:
The new payment must be less than the original payment.

Current Escrow Accounts

A new escrow account will be established. Any balance remaining in the old escomntacc
will be funded to the borrower within approximately 15 business days after the payuwdf of t
original loan.

Occupancy:
The property must be owner occupied.

Same borrowers:

All borrowers must be the same as the original loan - borrowers may not be deletdddr a
using the streamline refinance procedure.
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Flexible Alternative Condominium Loan Program
Program suspended 4/1/08

This program provides financing to purchase a unit within a development that does not meet the
secondary market investors’ requirements and is funded using fully taxable bonds.

Program Requirements
See the Flex Alternative loan program requirements with the following egnspti
e Maximum LTV is 97%.

« Rates will be the same offered for our flex alternative loan, however an additiecliol
point will be charged.

e Delegated Underwriting is not allowed. All loans must be underwritten and cowhimytte
VHDA.

Condominium Guidelines

e Unit securing the mortgage must be owner-occupied.

e The project must be fully completed and not subject to additional phasing or annexation.

e Unit owners must have been in control of the homeowners’ association for at least one year

e No more than 10% of the ownership interests in the project may be owned by any one
individual, partnership, investor group, or corporation

e The project must satisfy all Fannie Mae requirements for hazard, fidelity bood (it
appropriate), and liability insurance for a condominium project.

e Unit owners representing no more than 5% of the ownership interests in the project can be
delinquent in the payment of their monthly assessments.

e The project must be professionally managed by a member company of a CAl (maylik waive
at the discretion of VHDA).

o No more that 60% of the subject units are investor owned.
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Single Family Regional Loan Fund (SFRLF)
Program no longer available

Purpose The Single Family Regional Loan Fund (SFRLF) provides below
market rate mortgages to lower income, first time homebuyers for the
purchase of their primary residence.

Resources Virginia Housing Fund (VHF)
Virginia Housing Partnership Fund (VHPF) - DHCD
HOME - DHCD

The Virginia Housing Fund (VHF) is a product of the Virginia Housing
Development Authority (VHDA). The Department of Housing and
Community Development (DHCD) administers the Virginia Housing
Partnership Fund and HOME funds.

General The administration of the SFRLF requires coordination among a
Responsibilities number of partners including the Regional Administrator, local
partners, VHDA-approved Originating Lenders, VHDA and DHCD.

Product The terms of the SFRLF vary fiscal year to fiscal year.

Processing The loan package is received from our Originating Lenderss and a
manual reservation is made for the purpose of tracking the usage of
funds. Loan packages are then submitted under the same procedure
as standard loans with the exception of a loan denial. Loan denials
are under the same procedure as standard loans except there is no
reservation fee to be collected.

Underwriting Standard qualifying criteria as other VHDA FHA, VA or
Conventional loans apply. All loans are underwritten and
committed at VHDA.

Closing All closings are handled in the Single Family Closing Department.
These loans are not part of the delegated program. The Closing Specialist
reviews the closing package sent by closing attorney/closing agent and
disburses loan funds.

Servicing All loans are serviced by VHDA.
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BROKER LOAN PROGRAM
(PILOT PROGRAM)

Fees
0 - 1% Origination
Discount - varies depending on loan to value and credit scores

Broker is allowed to charge a processing fee, but no underwriting or commitment fee.
Processing
Loans are processed by the Broker and submitted to VHDA for underwriting.
Underwriting
Loans are underwritten according to Program Guidelines. See Direct Qoiggnat

Closing

VHDA's Loan Programs Underwriter gives broker loan file to Loan Disbursement
Coordinator after loan is committed. Loan Disbursement Coordinator assigns fildasirag
Specialist. Closing Specialist prepares preliminary instructions ansl thaese and a copy of the
loan commitment to the closing attorney. The instructions must be faxed to the cttsimgya
within 2 business days of receipt of the loan file. Broker loan file is then placed inglosi
Department file cabinet until attorney’s closing package is received. Whenegts package is
received the Closing Specialist reviews, contacts closing attorney, and sdquestfor
closing. Closing Specialist prepares Note and Deed of Trust and forwards thenmtp clos
attorney with loan check, recapture notice, first payment notice, T/L, etc.. Closedpi
returned to VHDA and is post-closed.

Servicing

VHDA services all of these loans.
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Policies and Procedures for the
Employee Loan Program

General Overview:
The Employee Loan Program allows VHDA associates to take advantage
of all VHDA purchase, refinance and home improvement loans currently
available to the general public. To maintain confidentiality, employee
loans are processed, underwritten, closed and serviced by SunTrust
Mortgage.

Initial Contact: In obtaining a VHDA employee loan, the associate will:
¢ Inquire about a mortgage loan
e |Is referred to a SunTrust contact
e An appointment is made with SunTrust to make a loan application
e Loan application is taken at a mutually agreed upon location
e SunTrust collects $120 from the associate for loan reservation fee
e Loan is reserved over the internet reservation system

Loan Denial/
Cancellation: If the SunTrust underwriter denies the loan request or
the employee requests the loan be withdrawn:
e Adverse Action letter is mailed to the employee
e $120 reservation fee is submitted to Debra Bailey for loan reservation
cancellation
Loan Approval: The employee loan is underwritten and closed based on the

Delegated guidelines
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Internal Process:  Once the loan is underwritten and closed per the Delegated
guidelines

e A delegated folder is established

e Credit/Closing file is submitted directly to the Loan Closing and
Quality Review Manager in an envelope that clearly identifies the loan
as a VHDA Employee loan. The envelope is secured and marked
“Confidential”

e The Loan Closing & Quality Review Manager reviews the loan for
MRB compliance

e The manager removes confidential income and credit information from
the file folder and retains information in a locked file cabinet

e Note is sent to the records room

Revised March 2006
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& First-time Homebuyer Loan Programs
November 2009

VH DA Homebuyer Tax Credit Plus
Program Guidelines Overview

Homebuyer Tax Credit Plus

Loan Term: 30 years

Origination Fee: Imtg 0% or 1% Based on pricing option
Refer online for current pricing options

Discount Points: % mtg 0% - 2% Based on pricing option
Refer online for current pricing options

1% mortgage Interest Rate: Refer online for current pricing optiodSPARC funds eligible) — Interest rate is
the same for the™land 2° mortgages

2" mortgage Interest Same rate as thé inortgage. Zero Origination Fee and Zero Discdaint. No
Rate/Fees: ancillary fees can be charged on tfitr2ortgage

Mortgage Insurance: FHA

Loan to Value: 1 Mortgage - FHA Requirements

2" Mortgage 2 Mortgage - up to 3.50% - 5.00% (lesser of sal&sqor
appraised value) based upon the lowest middletcsedie of all borrowers.
(620-679 = 3.50%. 680 and above 5.00%). NO Caslk Baxcept verified
payment of POC & EMD items

Loan Purpose: Purchase Only

Ineligible HUD Programs: EEM (Energy Efficient Mgege) and HUD Escrow Repair
Homeownership Education: Required for all borrovterbe eligible for VHDA financing
Property Owner Occupied/Primary Residence

Requirements: Single Family (1 Unit)

2 acre limit unless waiver granted by VHDA, canerteed 5 acres
FHA Guidelines

Residency Requirements: U.S. Citizen, Permanerit®esAlien or FHA requirements for
non-permanent Alien

Federal Tax Returns: 3 most recent years of completieral Income Tax Returns required for all
borrowers, if required to file by federal law. Nad® Homeownership. No
Business In Home UseRefer to section 2.1 in VHDA Origination Guide

Loan Limit: Refer to the VHDA Income, Sales Price/Loan Limitsud
Maximum Sales Price/Loan Limits include combined T and 2" mortgage

Net Worth: Eligible borrower(s) cannot have a nettiv exceeding 50% of the sales price df
the dwelling being financedRefer to section 2.1 (Eligibility Requirementstire
Origination Guide.

Sales Price Limit: Refer to the VHDA Income, Sales Price/Loan Limitsud
Maximum Sales Price/Loan Limits include combined T and 2" mortgage

Income Limits: Refer to the VHDA Income, Sales Price/Loan Limitsut
Maximum Income includes combined income of all howehold members
Investment Sources: FHA guidelines
Seller Contribution: FHA guidelines
Required Investment: FHA guidelines
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Cash Reserves:

Homebuyer Tax Credit Plus

Borrower must have a minimum of dsfributed either towards the transaction or
reserves. Must be borrower(s) own funds

Source of Funds:

FHA guidelines — except 1% aschab®ve under cash reserves

Qualifying Ratios:

Adhere to FHA ratios of 31% payment to income / 488bt to income

DE Underwriters may approve loans up to 38% payreirtcome / 50% debt to
income with loans receiving approve/eligible scardadecisions based on
documentedCompensating Factors - Benchmark Guidelines as degd by
FHA. (Refer to 4155.1)

Employment Documentation:

Follow FHA guidelines.Part time, overtime and commissions, must be eetifi
with a two year history and particular focus placedcurrent level of earnings

Income Documentation:

At minimum, direct Verifiaati and current pay stub or W2’s and current paly(sju
to cover30 daysand telephone verification

Credit Underwriting:

Credit Score: Minimum 620 (lower middle score of all borrowers)
Collections: Individual outstanding collections exceeding $25@umulative total
exceeding $1000 must be paid off prior to closmgufual and AUS approvals)

Processing Information:

Loan Application (1003), the second mortgage meastlbarly identified in the
source of down payment section as, secondary fingn¢Homebuyer Tax Credit
Plus. Refer to Processing Procedures for propeplion of loan application an
AUS submission.

Additional Underwriting
Information:

Projected monthly payment on the full 2nd balancstrbe included in qualifying
Approve loan in accordance with FHA guidelinesdididon to the qualifying
guidelines noted within this document. Compengafictors used to grant
exceptions to the standard 31%/43% ratios mustdaelg identified on the
92900-LT transmittal summary. Delegated lenderstmosiplete a “Homebuyer
Tax Credit Plus Delegated Approval Notice”

Credit Documents:

90 days to commitment date
120 days to note date (existing construction)
180 days to note date (new construction)

Automated
Underwriting:

FHA TOTAL Score Card — Approve/Eligible only loamay exceed FHA's standard
ratio requirements of 31%/43% (to a maximum of 389%6) based on DE
Underwriter’s sound and document&hmpensating Factors - Benchmark
Guidelines as defined by FHA

Manual Approvals on FHA
TOTAL refers

Manual approvals on Refers require approval by VHD¥aiver for manual
approvals must be submitted by the DE Underwrigeseld on their assessment th
the loan meets all FHA guidelines along with sugipgrjustification for the loan
decision.

Reservations:

On-line reservations (except SPARC) Select “HomebiTigx Credit . Reserve ¥
mortgage immediately following thé'Inortgage reservation
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Closing:

Refer to special procedures regarding closing decusnand proper completion of
these documents - NO Cash Back — except verifigthpat of POC & EMD items.
Loans must have binding, fully ratified sales canots dated on or before April 30,
2010 and Close by June 30, 200N00TE: Armed Forces who were out of the Unite
States on active duty for at least 90 days, betweenary 1, 2009 — April 30, 2010
have until April 30, 2011 to contract and until 880, 2011 to close.

Important:

Refer to VHDA Origination Guide Chapter 2 — Eligityi Requirements — subsection 2.1-2.3 for speodfigiirements —
This Program isa Tax Exempt Bond Program and all requirements of that program must be met (i.e. First-time
Homebuyer, Affidavits of Borrower and Seller, 3 Years Federal Tax Returns, Business Use of Home etc.) Please refer
to the Origination Guide for additional information.
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Past Loan Programs
(no longer in existence)

FRESH START PROGRAM - Program no longer available
(Thisprogram is currently under review for potential programmatic changes)

Product

The Fresh Start loan offers a financing option for persons who have experiencedidgfmult
obstacles to homeownership due to past credit.

Loan Type:

Processing:

Underwriting:
Closing:
Servicing:

Loan Terms:
Origination Fee:

Discount Point:

Mortgage Insurance:

Loan Purpose:

Basic Property
Requirements:

Eligible Borrowers:

Program Guidelines

Conventional with PMI

Originating Lenderss are to process loans in accordance with
VHDA
guidelines and procedures and submit to VHDA for approval.
Non-Delegated

Delegated or Non-Delegated

VHDA or Other Servicer

30 years

Based on pricing option selected

Based on pricing option selected

25% coverage (GE Mortgage is currently the only Ml ngmpa
participating)

Purchase only, Owner Occupied/Primary Residence

Single Family Only; 2 acre lot limits (waivers tmay
granted up to 5 acres)

May not have had an ownership interest in a principal residenc
within the past three years. Business use of property restrictions

apply.
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Net Worth: Eligible borrower(s) cannot have a net worth exceeding 50% of the
sales price of the subject property.
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Max. Gross
Household Income:

Sales Price/Loan
Limits:

Acquisition Costs
Requirements:

Maximum LTV/CLTV:
Seller Contribution:

Downpayment/Closing
Cost Sources:

Source of Funds
Documentation:

Qualifying Ratios:
Reserves:

Counseling
Requirements:

VHDA publishes maximum “gross income” limits, which are

established to comply with the limits imposed by the U.S. Jreasur
limits. These Maximum Allowable Income and Sales Price Limits
are available in chart form in Part Il of the Origination Guide.

VHDA publishes maximum sales price limits. Prepert
being financed cannot exceed these limits. The Maximum
Allowable Income and Sales Price Limits are available in chart
form in Part Il of the Origination Guide.

Definition of Acquisition Cost-The cost of acquiring the
eligible dwelling from the seller as a completedierass.

The acquisition cost of a property to be financed may not exceed
limits, which have been established by the U.S. Department of the
Treasury in effect at the time of application. In all cases for new
loans, these limits equal or exceed VHDA's sales price limits;
therefore, for new loans, the residence meets this requirement by
meeting VHDA sales price limits. In the event that the acquisition
cost exceeds VHDA's sales price limit as a result of the estimated
costs to complete unfinished areas, the Originating Lender must
contact VHDA to determine if the residence is eligible.

97%
Maximum 4%
Borrower’s funds, Gift funds
Assets-Two months most recent bank statement
Gift-Standard gift letter and documentation
32/40
1 month PITI; gift funds are not allowable funds for reserves
Pre-Purchase:
e Applicants must enter into an agreement with a participating
VHDA approved Housing Counseling Agency

e Applicants must attend pre-purchase counseling with an
approved Housing Counselor
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Credit History:

Counseling must encompass financial counseling and debt
management

Applicants must attend a VHDA Homebuyer Education Class
30-60 days after initial meeting with the counselor, the
applicant/counselor must review the applicants spending plan

If debt management is needed, the applicant must satisfactorily
complete a minimum of 12 months in the debt management plan.
An applicant’s progress is reviewed in 6-month intervals.

Minimum 3 tradelines with at least 12 months history

No revolving accounts 60 days or more past due or no more
than two payments 30 days past due over the last 12 months
No installment accounts 60 days or more past due or no more
than one payment 30 days past due over the last 12 months
Borrowers who have some adverse ratings should have a
sufficient number of other accounts which demonstrate their
willingness and ability to meet debt obligation in a timely
fashion.

Non-traditional credit is acceptable when established with a
minimum of 3 credit references with at least 12 months history
and evidencing satisfactory payment. The non-traditional
credit references must require the borrower to make periodic
payments on a regular basis with the payment schedule calling
for payment intervals that are not longer than every 3 months.
Any bankruptcy must be discharged for a minimum of 24
months and borrower must have reestablished satisfactory
credit since the discharge.

No history of foreclosure

All collections or judgments must be paid, unless currently
under a repayment plan. For any debt currently under a
repayment plan, the borrower must have a 6-month satisfactory
history.
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Consumer Credit Counseling/Debt Management Referral

Must have completed 18 months of their debt management
program with a minimum of 18 months repayment history or
completed 12 months of the debt management program and
50% of the debt paid.

Minimum FICO 540

Debts not covered in debt management program must have
been paid as agreed in the past 12 months (0x30)

Borrower cannot have incurred any new consumer debt unless
approved by CCCS

No bankruptcy, foreclosure, deed-in-lieu, short sale within the
last 48 months. No unpaid judgments, or unpaid delinquent
debts that are not addressed in the debt management program
and no unpaid judgments that would impair the borrower’s
ability to pay back the mortgage

Rental History

Rental payment must be verified with 0x30 in the last 12
months

If rental history is not available, applicant must document a
savings pattern equivalent to rental payments for 6 months
(market rent for area will be verified by appraisal; or defined as
the proposed PITI payment)
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Direct Construction - Homeownership, land acquisition, and construction financing is
provided to builders/developers for ownership units that will be sold tdidarnwhose incomes
are within the limits established by VHDA for participation in the agencggrams.

Navy Flexible Loan Program

This loan is fully funded by taxable bonds and juleg assistance to active Navy
and Marine personnel.

Program Requirements
e Follow the Flexible Alternative Loan program requirement with the followingetxans:

e Income limits are: $94,700.00 (annually) for No. VA (MSA) and
$74,850.00 (annually) for Remainder of the State

Applicants must be active duty Navy or Marine Corp. personnel.

Virginia Housing Partnership Fund Single Family Production Loans - Home
purchase, replacement home or down payment assistance loans aravaiadbdée through the
Virginia Housing Partnership Fund (VHPF). The project sponsorshasen by the Department
of Housing and Community Development (DHCD). Once the reservaticgeragnts are
executed, DHCD turns these projects over to VHDA to administnadefacilitate. VHDA is
responsible for underwriting, issuing commitment letters, loan clesind the servicing of these
loans. VHDA also provides training to the project sponsors and any kenddng with them to
facilitate the whole loan process. In instances where DH@bisding the first Deed of Trust,
VHDA will also process the individual loan packages if a suitable lender cannot be found.

DMHMRSAS Program - This program is a joint effort between VHDA and the Department of
Mental Health, Mental Retardation and Substance Abuse Services. The prognantenaion

of VHDA and DMHMRSAS's earlier collaboration on group home financing under the Section 8
Program and later on an unsubsidized basis. The volume of production under this new program
is anticipated to be at a much higher level than has previously been undertaken. Under the
program, VHDA provides permanent mortgages for the acquisition, acquisition and rehabi
litation, or construction of rental housing for occupancy by mentally disabled persons and vict

of substance abuse. The disabilities of persons living in this housing will includd menta
retardation, mental illness, and substance abuse.

Virginia Senior Home Equity Account Program - The purpose of the Virginia Senior
Home Equity Account is to provide older homeowners with the opportunity tovsoon a
flexible basis, against the equity which they have in their homes.edjhity can be used to meet
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significant, unanticipated expenses that may be incurred frontditmae or to provide funds on
a regular basis in order to meet normal living expenses. Applisdratgjualify and are accepted
for the program will receive a commitment for a specifiecant of money from which they
will be able to withdraw funds upon request a minimum of 5 years. foarg of money
available to them is based upon their age, the value of their homéyeaimtietrest rate currently
in effect for the program. Using this loan program, approved applicants nraytagainst their
home equity account periodically and in principal amounts up to the maximum whichiablavai
to them. Repayment of these loans, including principal and accrueskinisrdeferred until the
borrower dies, sells the home, or ceases using the home as their principal residence.

Lease Purchase Program With this housing fund program, VHDA lends funds to the
task force for the purpose of acquiring and rehabilitating singléyfénouses. The houses, after
rehabilitation, will then be leased to lower-income families. s€h&amilies will execute a
purchase option and lease agreement upon occupancy. During the fiostttwee years of the
lease agreement, the task force intends to assist these$aimibbtaining permanent mortgage
financing in order to purchase the property. During the period thegraaats, the homeowners
will receive counseling from the task force on general homeowneisfgpmation and
establishing a savings program.

Urban Homeownership Opportunity Program - The purpose of this program is to
expand homeownership opportunities for low income households in urban areastatehelt
complements the Rural Homeownership Opportunity Program, which was antidundbe
governor in the fall of 1990. The Urban Homeownership Opportunity Progr&@ Ry will
provide below market interest rates with permanent mortgage iingar{80 year term) to
households whose incomes range from 50 to 70 percent of the area mediatedathr
household size, with a priority given to those proposals that servewestlgroups with the
least expensive housing. Maximum allowable sales prices and loanmwtitidg criteria will be
the same as in VHDA's regular first-mortgage program. tRerpurposes of this program,
"urban" is defined as any jurisdiction which falls within one of tiaéess Metropolitan Statistical
Areas (MSAs). A listing of those jurisdictions and income limits is included.

Permanent mortgage financing will be available for newly coastd units, existing
units or units that have been substantially rehabilitated.

Lenders submitting loans under this program will nederve funds. They will be
handled similar to the target funds, using a special setasideRé&dwevations/Special Programs
Manager in Single Family will be responsible for this program.

We realize in order to fulfill our public purpose and provide loans to individuals of
low and moderate income, it will be necessary to deviate occasably from the guidelines
set forth in this manual. Authorization to change procedure oipolicy must be approved by
Don Ritenour or Michele Watson.

Home Equity Conversion Mortgage (HECM) Insurance Program- Over two-thirds of our

nation’s older citizens own their own homes, and almost 80% of them own them free and clear of
any mortgage. However, many older homeowners find themselves in the situation of being
"house rich but cash poor". As aresponse this problem, the U. S. Department of Housing and
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Urban Development (HUD) has developed a new loan program called the Home Equity
Conversion Mortgage (HECM) Insurance Program. This program allows older homgaavner
borrow against the equity in their home and thereby free up cash for home improvements,
medical costs, or other living expenses. Loans do not have to be repaid until the homeowner
moves or sells the home. The Virginia Housing Development Authority (VHDA) hasdorme
partnerships with selected private lenders to make HUD-insured HECM loalabkevan

Virginia.

Single Family Affordable Housing Program- The Affordable Housing Program provides first
mortgage homeownership loans for new or substantially rehabilitatedshargch will be made
available at reduced interest rates to eligible, first thmene buyers through allocations to
eligible housing sponsors. Loans will have a 30 year term and will generally cdofoftDA's
normal underwriting guidelines. Income limits, however, will be lower.

VHDA will allocate funds to eligible sponsors who will build new hesisto
substantially rehabilitate existing houses. Eligible sponsolsneilide private or governmental
entities, with for-profits or non-profits. Individual homebuyers will hat eligible for loan
allocations. Eligible sponsors will submit applications direcly)HDA. At the conclusion of
the application period, VHDA will evaluate the applications competitiand announce the
results of the competition and the allocation recipients.

Allocation recipients will have defined periods of time in whigtbtild or rehabilitate
the houses. Allocation recipients then will announce the availabilitye houses when they are
ready for sale and will begin taking applications from individuailele purchasers. Eligible
homebuyers will contact the allocation recipients directly aiggrthe purchase of the homes.
The allocation recipient will advise the potential homebuyer about A/silbasic loan
qualification criteria. Generally, the primary homebuyer eligybrequirements are that they be
first-time homebuyers and that they meet certain underwritingfiotiability criteria. VHDA's
usual sales price limits and underwriting criteria will appipcome limits will be different.
Depending upon the particular allocation, buyers' gross incomes wiéshécted to either 50
percent or 70 percent of the median.

The allocation recipient and the potential homebuyer will ihalize the purchase contract for
the home. The loan package then will be sent to VHDA for appval. Lenders submitting loans
under this program will not reserve funds. They will be handled similar to the targeid funds
using a special setaside. The Reservations/Special Programs Mger in Single Family will be
responsible for this program.

Rural Homeownership Opportunity Program - The purpose of the program is to
expand the supply of affordable ownership housing in rural areas ofatee $tor the purposes
of this program, "rural”" is defined as a jurisdiction which is motudedin one of the state's
Metropolitan Statistical Areas (MSAs). A list of jurisdats within the state's MSAs is
included in these materials.

VHDA permanent, first mortgage homeownership loans for newly aatett houses
will be made available to eligible, first-time homebuyers throalggcations to eligible housing
sponsors. Loans will have a 30-year term and will generally aonfor VHDA's normal
underwriting guidelines and maximum allowable sales prices. Intiomts, however, will be
lower, and a priority will be given to those proposals which serve the lowest income groups.
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Lenders submitting loans under this program will not reserve fundsiilbbe handled
like targeted funds, using a special setaside.

The Reservations/Special Programs Manager in Single FaDmiggnations will be
responsible for this program.
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VIRGINIA SENIOR HOME EQUITY ACCOUNT (VSHEA)
(We no long offer this program)

Processing
TheLoan Programs Underwriter/Business Development Officereceives the VSHEA
application package from the Area Agency on Aging.

Application packages are equally divided among the LOAN PROGRAMS
UNDERWRITER/BUSINESS DEVELOPMENT OFFICER for review and evabra
(PresentlyLoan Programs Underwriter/Business Development Officeresponsible for
VSHEA areLinda Wine, Brenda Nuckols and Toni Ostrowski.)

Underwriting
I. Applicants are evaluated for compliance with the following program criteria
a. Age
b. Residency

c. Income

d. Ownership

e. Principal Residence

f. Relationship of joint applicants

2. Loan Programs Underwriter/Business Development Officecalculates the initial
Truth-In-Lending Disclosure* and Good Faith Estimate of closing costs in comphatit

RESPA. The above documents along with the HUD booklet, Consumer Handbook or Adjustable
Rate Mortgages and Historical Example are mailed to the applicant witeendhys of receipt

of the application.

*To calculate the Truth-In-Lending Disclosure:
Turn on HP-41CV to "User" mode

Depress current interest rate, press "Enter"
Depress equity line amount, press "Enter”
Depresderm in years, Press "Enter”

Out put shown on screen will be Total Payments

Depress RIs - out put shown on display will be Amount Finance Charge

Depress RIs - out put shown on display will be APR

[see HP-41CV program and calculation attached]
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3. Eligibility of subject property is evaluated with respect to the following:

a. Type of Property

b. Title to the Property
c. Condition of the Home
d. Taxes and insurance

4. The maximum allowable Equity account is calculated based on the following:

5.

6.

10.

11.

12.

a. Age of the borrower
b. Value of the home
c. Interest rate in effect for the program

Step |: Login
Step 2: Enter Option #

The following main menu will appear for selection:
VHDA Equity Main Menu

Applicant information

Loan Information

Produce Equity Reports
Enter Paralegal Information
Exit From System

obhwhE

Upon approval of the applicant, an inspection of the subject property is orbdeasd.
Programs Underwriter/Business Development Officereviews all real estate appraisals
requested by applicant for the purpose of increasing a borrowers equity line.

A loan number is assigned and the VSHEA commitment is issued to all eligibtaagspl
(Adverse action letter is issued to those applicants deemed ineligible.)

The closing attorney submits closing documents and title work for review. (note, deed of
trust, survey, title binder, copy of hazard policy, signed commitment, signed agteeme
etc.)

The Quality Review Analyst prepares the check request for finance.
Third party notice is mailed five days prior to closing if applicable.

Funds are mailed to the closing attorney along with disbursement letter, notgte wf r
cancel, and updated Truth in Lending if applicable.

Servicing reviews post closing documents and maintains file for insurance, tiacgsalpr
balance, and accrued interest. Servicing issues reports to the borrower oarebgesysll

69



13. Borrowers may request subsequent withdrawals from their account by completing an
Equity Payment Request Form. Withdrawals are honored not more than once a month.
The minimum withdrawal request is $250. Upon receipt of a request for withdrawal:

Loan Programs Underwriter/Business Development Officer revigwsseto

a.
insure use of funds are for the benefit of the borrower and that borrower has sufficient

funds available in his/her account.
b. Loan Programs Underwriter/Business Development Officer prepares eheaektt

Once check is cut, Delegated Commitment Coordinator mails check directly to

borrower at the address designated on the check request form, which has been
completed and signed by the borrower or the borrower's power of attorney.

If borrower has a third party designee and request exceeds $2,500, Loan Programs
Underwriter/Business Development Officer notifies third party of withdlaequest.
After a waiting period of 5 working days, Loan Programs Underwriter/Business

Development Officer mails check directly to borrower.

14. If borrower fails to remit payment for property taxes and/or insurance, the Loanisog
Underwriter/Business Development Officer will request disbursementsatde from the

borrower's account.
Loan Programs Underwriter/Business Development Officer reviems rfinem

VHDA staff member specifying the amount due for the taxes/insurance and to whom

the check should be made payable.

b. Loan Programs Underwriter/Business Development Officer prepares eheaektt
Once check is cut, Loan Programs Underwriter/Business Development Officer
delivers check to staff member who mails check directly to city/county oraimsair

a.

carrier.
Staff member notifies borrower of disbursement made from his/her account.

C.
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VSHEA PROGRAM AND CALCULATION

HP-41CV
[on] [program]
[Shift] [GTO] [.] []
01 [Shift] [LBL] [ALPHA] [S] [H] [E] [ALPHA]
(memo) [Shift] [ASN] [ALPHA] [S] [H] [E] [ALPHA] [ +]
02 12
03 [X]
04 [STO]00
05 [R]
06 STO] 01
07 R]

08 [EEX] 2 User Mode

09 [] (Rate) 7.00 [Enter]

10 [STO]02 (Amount) 50,000 [Enter]
[

11 [RCL] 01 (Term-yrs) 30

12 2 [] 13

14 [X

15 [RCLJOO s
16 12 []

18 [X] (Output) 102,500 Total payment

19 [RCL]01 [R/S]

20 [+] 49,900 Amount financed

21 [R/IS] [R/S]

22 [RCL] 01 52,600 Total fin. charge
23 100 [] [R/S]

25 [R/S] 7.0415 APR

26 []

27 [RIS]

28 1200

29 [RSL] 00
30 []

31 [X]

32 [RCL]OS
33 2 []
35 100 [-]
37 [

38 nglFT] [GTO] [.][.] (END)
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VHDA/DMHMRSAS LOAN PROGRAM
(We no longer offer this progrgm

Processing

Loan Programs Underwriter receives approved package from State Department of
Mental Health, Mental Retardation, and Substance Abuse Services (DMHMR&&8grally,
Single Family Originations works with Sales Prices no more than $300,000. Higlseprizde
units are referred to Multi-Family.

Underwriting

All underwriting is handled by Single Family. Mortgagors are evaluated meth t
following criteria (after receipt of VHDA loan application and fee of 1/2% of gag¢ amount):

1.

10.

Profit or Non-Profit; (there is only a limited amount of funds for "profits"). hAuted
by Director of Single Family.

. Cash flow - amount of funds that comes from the local Community Services Board

(CSB) and from an approved budget (i.e. Public Funds), and Debt Service Ability.

. Assets vs Liabilities. (Source of downpayment.)

Previous experience.

Appraised Value (loans vary from 80% - 100% of sales price but may

never exceed appraised value). Appraisal is ordered and paid for by

VHDA.

Zoning and usage.

Send 60 day letter (if rehab or new construction) to local public body. (if applicable).
Prepare Staff Report, Summary and Resolution recommending loan approvals for

Division Director, Executive Director, Housing Fund Committee, and VHDA's Board
of Commissioners.

. Notify DMHMRSAS of intention to commit based upon Board approval.

Upon loan approval, notify mortgagor by phone, prepare and mail
commitment package to mortgagor, and notify DMHMRSAS.
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Closing

All closings are handled by Single Family Quality & Quality Review Depaint.
(Note: Additional 1% fee is due at closing.)

Fees

1. A 1%% (of the final loan amount) fee will be charged to all mortgagors. Only the
Executive Director, Deputy Director or Director of Single Family, maywe/éhese
fees.

2. The %%, of the requested loan amount, will be collected at the time of application for
each loan. Receipt of this fee will be posted on the MD underwriters worksheet in the
file and on the computer file. A copy of the check will also be maintained in each
loan file. The check will be forwarded to VHDA finance with a memo (copy also
maintained in MD file) identifying the project and VHDA MD loan number.

3. The cost of the actual appraisal will be absorbed by VHDA via a check request to
Finance. The intent is that the cost of the appraisals be borne (as a whole) by the %2%
fees collected, although this is not a requirement.

4. Attime of actual loan closing the mortgagor is charged the 1%2% of the final loan
amount. However, they will be given credit for amounts paid with the VHDA loan
application (e.g. initial 2% collected).

Servicing

All servicing is handled by Single Family Servicing or Multi-familydatermined by
Single Family Director).
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Product

CONSTRUCTION LOAN PROGRAM
(We no longer offer this program)

A. Newly constructed units; detached units or townhouses are eligible.

B. Sales prices cannot exceed established limits.

Il. Processing
A. VHDA will use monies from the general fund for these projects.

B.

A builder/developer submits a proposal to the Reservations/Special Programs
Manager in the Single Family Originations Division.

arw DE

NOo

VHDA staff makes a preliminary review of the site proposed.

If the site and proposal are preliminary acceptable, the proposal is acoepted f
processing.

Plans and specifications are developed and reviewed.

VHDA or the sponsor orders an appraisal on the site.

If the proposal meets VHDA guidelines, it is taken to the Mortgage Loan
Committee and the Board of Commissioners for approval. If approved, a
construction loan commitment is issued to the builder/developer.

Commitment expires if closing does not occur within 120 days.

VHDA will make loans to both non-profit and limited dividend sponsors.

VHDA will make a construction loan of up to 95% of the total development cost
of the development. Total development cost is defined as the aggregate sales
prices of the units to be constructed including the closing costs associated with
individual units, the builders overhead and profit and the financing fees.

VHDA inspects the construction progress and disburses loan proceeds
accordingly. The loan is repaid in increments over the term of the loan as units
are built and sold.

VHDA may elect to provide direct permanent mortgage financing to eligible
buyers on those units for which construction financing was provided. Those
units for which VHDA does not provide permanent financing may be financed
by conventional lenders or other as may be appropriate. If a unitis sold to a
family whose income exceeds VHDA's established maximum, the
builder/developer is charged a minimum penalty of $600 for each such unit. The
charging (or not) of this penalty will be confirmed when the
Reservations/Special Programs Manager quotes the ¢/l payoff. The closing
attorney will be required to provide the VHDA permanent loan number for the
applicant purchasing the subiject lot.

Administration

The administrative responsibility for these loans is within the Single F&uailelopment
Division. The loan package is submitted to the pre-closing paralegal area.
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LEASE PURCHASE PROGRAM
(We no longer offer this program)

Product

With this housing fund program, VHDA lends funds to the task force for the purpose
of acquiring and rehabilitating Single Family houses. The houses, after rehabiliall
then be leased to lower-income families. These families will execute laggaroption
and lease agreement upon occupancy. During the first two or three years of the lease
agreement, the task force intends to assist these families in obtaining permartgage
financing in order to purchase the property. During the period they are tenants, the
homeowners will receive counseling from the task force on general homeownership
information and establishing a savings program.

Procedure

These loans are originated by Single Family Originators (Construction Loan
Managers). These loans are closed by the Single family Quality Reviewstsnaly
accordance with the loan commitment. The closed files are received by Singie Fam
servicing from the Single Family Quality Review Department after thedtesing and
before the first payment date of principal and inter&stgle Family Special Program
will perform the documentation follow-up. The CLM monitors, inspects and disburses the
construction loan proceeds in accordance with the commitment during the construction
period, then, confirms to servicing when the unit is 100% complete. If the sponsor sells a
unit to an applicant with an income above VHDA's current limits, a penalty fee will be
assessed in accordance with the commitment collect&¢F I8pecial Programsthen
forwarded to Finance.

Processing
A. The originating processing is as follows:

1. VHDA will use monies from the general fund for these projects.

2. A builder/developer submits a proposal to the Reservations/Special Programs
Manager in the Single Family Originations Division.

a. VHDA staff makes a preliminary review of the site proposed.
b. If the site and proposal are preliminary acceptable, the proposal is dccepte
for processing.

Plans and specifications are developed and reviewed.

VHDA or the sponsor orders an appraisal on the site.

e. If the proposal meets VHDA guidelines, it is taken to Mortgage Loan
Committee and the Board of Commissioners for approval. If approved, a
construction loan commitment is issued to the builder/developer.

f.  Commitment expires if closing does not occur within 120 days.

oo
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VHPRF - HOME PURCHASE REPLACEMENT HOME LOAN AND
LEASE-PURCHASE LOAN PROGRAMS
(100% financing is given without Mortgage Insurane)

We no longer offer this program.

Processing

The Project sponsor will locate an applicant who meets the program guidelines A loa
application will be taken and either the project sponsor, a lender, or VHDA will put the loan
package together. If VHDA processes the loan, the disclosures and subsequeniomsifica
handled byAnn Bolen or Doris Taylor. If a lender or the project sponsor prepare the credit
package, then VHDA would only provide the T/L disclosures via fax machine. Plead®e refe
the HCD Processing Manual for specific guidelines.

Underwriting

Ann Bolenis currently underwriting all VHPRF loans. Applicants are evaluated to insure
they meet basic mortgage credit standards that adhere to the program incotireeguidée
ratios are 32/40 with allowances for loans with compensating factors. The subjedypsope
evaluated to insure it adheres to Section 8 minimum property standards. If the loatheneets
program criteria, a mortgage loan commitment is issued. Please refeHGEnBrocessing
Manual for specific guidelines.

Closing

All closings are handled by the Single Family Quality Review department. COH€s
allow closing costs to be financed as long as total loan does not exceed appraised easee. Pl
refer to the HCD Processing Manual for specific guidelines.

Servicing

All servicing is handled by a loan servicing specialist in Single Family Spial
Programs.
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VHPRF - DOWN PAYMENT AND CLOSING COST ASSISTANCE
PROGRAM

(We no longer offer this program)

Program Synopsis

The applicant is able to finance the amount necessary to cover the differen@nlibeve
cost of the home plus normal closing costs and the amount of the first deed of trust. Total
encumbrances should not exceed 106% of appraised value, if using old HCD funds for second,
100% appraised value for Regional Loan Fund Program. All applicants will be required to pay
1% of the sales price towards closing and down payment. Loans will be made with an APR of
3% interest for a 30 year term. Federal Home Funds are also available for downgaymnent
closing costs.

Processing
The project sponsor will locate an applicant who meets the program guidelines. The
VHPRF down payment loan is made in conjunction with an FHA and conventional loan. The
PDS lender will send in the usual VHDA/FHA or VHDA/Conventional loan package with a
request for the down payment funds on the cover sheet.

Underwriting

Applicants are evaluated to insure they meet basic mortgage credit stahdaedthere to
program guidelines. The payment of the second is included in the housing debt ratio. The loan
is underwritten to VHDA/FHA or VHDA/Conventional credit and property standardse lioan
meets all criteria, a mortgage loan commitment is issued for both the VHBAGF
VHDA/Conventional ¥ the VHPRF ¥ or Federal Home Funds.

Closing

All closings are handled by the Single Family Quality Review Departmenty Witie
prepare closing packages and checks for both the VHDA 1st and the VHPRF 2nd. Ple&se refer
the HCD Processing Manual for specific guidelines on pre-closing review.

Servicing

The servicing of the VHDA 1st will remain with the PDS Agent as per the PDS
Agreement.VHDA Central Servicing will service the VHPF 2.
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HOMEOWNERSHIP EDUCATIONAL PROGRAM

The Homeownership Educational Program is designed to provide first time homeowners
vital information related to purchasing a home.

The course immandatory for individuals seeking to obtain a loan under VHDA special
allocations. VHDA staff members developed a curriculum and educational nsatenaéet
VHDA's goal of creating a program that would be used to assist potential homeonvtiers |
buying process from start to finish. THise educational classs available to anyone interested in
participating regardless of income or credit history. The class covers theihgjltopics:

e developing a spending plan

e credit report and credit issues
e choosing a Real Estate Agent
e working with a Lender

e home inspection

¢ loan closing

Classes are facilitated and taught by professionals who have been qualified thraugts VH
training program. Class schedules may be accessed on the Website at www.vhdarcom. F
additional information call 1-800-227-8432, extension 5749 for Carolyn Coleman, extension 5682
for LaDonna Cruse, extension 5534 for Kelly Gill-Gordon, or extension 5743 for Shawn
Washington.

Revised September 2010
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Automated Underwriting

VHDA will accept the credit approval of FreddieMac's Loan Prospector (LP) amdeRdae’s
Desktop Underwriter (DU) automated underwriting systems. VHDA will adbeptioan
determination of loans receiving an "Accept/Accept Plus” or "Approve/Eligitdei LP or DU.
This approval will apply to the credit qualifying requirememtdy (i.e. credit, ratios,
employment). Originating Lenderss are responsible for insuring that all ottii2A Vegulatory
requirements are met.

Documentation: Alternative documentation as required by the LP or DU approval is eligible
except for the Verification of Employment (VOH)he standard VOE and current pay stub are
still required to document the income for maximum income eligibility purposese Vhegs tax
returnsare also still required to document that the applicant meets the first time h@mebuy
requirement. Since these documents are required, the Originating Lender mustilyoeiew

to ensure compliance with tivortgage Revenue Bomdquirements as well any other
information which may effect the data which has been input for the loan approval. Information
such as losses from a business, non-reimbursed employee expenses and other expense which
appear on the tax returns or other submitted documentation will require an adjustrent to t
initial data which was input in LP or DU. It is imperative that the data input in LP amB{dh

the documented information in the file. Originating Lenderss are also remindé&uctirae used

for maximum income eligibility purposes and that used for credit qualifying whialpus in LP

or DU may be different. Accurate qualifying rates for Step are to be input (Fi@dsrate, VA
and Conventional - 2nd year rate).

Property Requirements: Standard VHDA property requirements must be met and a complete
interior and exterior report must be prepared. The appraisal must provide adequate
documentation of any unfinished area to ensure all mortgage revenue bond requirentedts rela
to maximum sales price and acquisition cost limits are addressed. Reduded Aomdo and

PUD warranties as allowed by DU are acceptable.

VHDA Flexible Alternative:

Only VHDA's FasTrak system maybe used in conjunction with VHDA'’s FlexibterAative
Advantage. (FASTRAK no longer available as of 12/15/07)

LP and DU approvals will also be accepted for VHDA's Flexible Alternativie avihaximum
LTV of 100%. The loans are to be input as either a Flex 100 (DU) or an Alt 100 ( LP) loan
program. The approval also applies to credit qualifying issues only (i.e. creds, rati
employment). The following specific program eligibility requirements mikbe met:

Maximum income Homeownership Education requirement (97% - Ist timénomebuyer)

The 1/2 (.50%) reduction in discount point is available only for credit scores of 700 or above
(determined by using the middle score of the borrower with the lowest score). The itederwr
will need to waive the requirement for mortgage insurance on the Flex/Alt loaep{éor

mobile homes) since no mortgage insurance is required.
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Property Requirements: Stated program property guidelines must be followed. Reduced
appraisals will be allowed including Form 2075.

Procedures when using LP or DU approvalstLoan Review: VHDA Approved Delegated
Underwriters must review the loan for compliance with all VHDA regulatajyirements and
verify that accurate information as supported by the provided documentation was input in the
AUS system when obtaining the approval. Loans not receiving an "Accept/Accept Plus or
Approve/Eligible must meet all standard VHDA guidelines as well the insstatesd program
guidelines. Loans receiving a "Refer" or "Refer with Caution" must be tradijiamalerwritten
and meet all insurer and VHDA guidelines.

Delegated Approval Notice: The approved VHDA Delegated Underwriter must complete the
VHDA Delegated Approval Notice in accordance with standard procedures. ThetBdlega
Underwriter is to indicate on the approval notice if LP or DU was utilized.

Documentation: The appropriate approval (LP Feedback Report or DU Findings Report) must
be included. These are to be placed on top of the Residential Loan Application (1003) in the loan
package submitted to VHDA. The VHDA Delegated Underwriter must sign this\agdpr

certifying as to the validity of the information submitted for the LP or DU recardaten.

Originating Lenderss are expected to include the Feedback Report or Findingsordpartd

which received a "Refer" or "Refer with Caution" but were subsequently approved by the
underwriter.
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DELEGATED PROGRAM

PROGRAM REQUIREMENTS

General Overview

The Originating Lender will review VHDA loan applications and will approve or deny
loans on behalf of VHDA. The agent will also issue loan commitments on behalf of VHDA. In
performing these responsibilities the Originating Lender ensures thdiiBIAYequirements of
the mortgage insurer are met.

Special Allocation, such as the Regional Loan Fund loans may not be reviewed thgbuthe
Delegated Program unless otherwise approved by VHDA.

Each Originating Lender participating in the Delegated program must exéeut
Delegated Underwriter Agreement (VHDA Form DU/100). This agreementifidsrihe special
requirements, responsibilities and terms of the program. This agreement rexstibied by an
authorized officer of the Originating Lender’s organization and returned to VHIOAtpr
approval for participation in the Delegated program.

Authorized staff

The Originating Lender’s authorized officer must provide a list of those indigiaad
will be designated to act on behalf of the Originating Lender. Each designated indiwiciia
attend a VHDA training seminar prior to acting in this capacity. These individuesbe
employees of the Originating Lender. These responsibilities may not be caht@etthird
party without prior approval by VHDA.

Delegated underwriter requirements

Must possess FHA Direct Endorsement Authority (unless otherwise approved by VHDA
and have a minimum 3 years mortgage underwriting experience).
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Delegated Closing Review

Must have minimum 2 years mortgage loan closing review experience and be adthorize
by the Originating Lender to request disbursement of funds.

The Originating Lender will warrant that these qualifications have beehynugtsignating
such individuals on Attachment A of the Delegated Underwriting Agreement. Anyocsucsooti
deletions to the delegated closers must be made in the form of a revised Attaclomeffichal
notification by the Originating Lender.

Insurance Requirements

The Originating Lender must maintain a minimum $500,000 Errors and Omissions
Insurance and $500,000 Fidelity Bond Coverage. Unless already on file at VHDA, the
Originating Lender must provide a Certificate of Insurance (with originahsige) naming
VHDA as the certificate holder.

Originating Lender Experience

A minimum of 10 satisfactory submitted loans, closed within a six month period must be
reviewed and determined acceptable.

Information to Staff

The Originating Lender will be responsible for informing ALL staff of VHDAgedural
changes and requirements. The Originating Lender will designate key contackipt of
correspondence and will notify VHDA of any changes in the staff contacts or addresse
including email addresses.

Originating Lender Notification of Approval

Once all Originating Lender Delegated criteria is met, the Dadddanderwriter
Agreement executed by VHDA will be forwarded to the Originating Lender wiifiaadion of
approval to participate.

Implementation

Upon receipt of approval and the executed Delegated Underwriter Agreement, the
Originating Lender may immediately act as a Delegated Agent. Loans pigvesesved or
approved may also be approved or closed through the Delegated program.
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DELEGATED PROCEDURES

All questions and inquiries to VHDA related to borrower or property eligibility and
closing requirements should be directed through the Originating Lender’s delagedeswriting
and closing review staff.

1. Reservations

All loans will be reserved through the on-line reservation system. Reservation
extension requests must be sent directly to VHDA.

2. Loan Underwriting Review

A.

Credit documentation should be no more than 90 days old at time

of loan review. After processing, loans will be reviewed by the
VHDA/Delegated underwriter. After review the underwriter will either
approve or deny the loan request. If the loan is approved, the underwriter
will complete the VHDA Delegated Underwriter Approval Notice (VHDA
Form DU-600). The notice must be immediately forwarded to VHDA.

If denied, a copy of the denial notice along with the $120.00 reservation
fee must be forwarded to VHDA.

The loan must be reviewed by the delegated underwriter and VHDA
notified of loan approval or denial no later than the reservation expiration
date. If the underwriter cannot make a final determination because the
loan has been pended for additional documentation, the underwriter must
notify VHDA of the circumstances and request additional time to review
via a reservation extension. Final decision must be made and VHDA
notified of such within 30 days of loan reservation expiration date. The
loan will be automatically canceled by VHDA, 30 days after the
reservation expiration date.

The Delegated Underwriter (DU) Approval Notice may be faxed to
VHDA at fax numbe(804) 783-6718 Once VHDA has confirmed the
approval, the DU Approval Notice confirmation will be faxed to the
Originating Lender. The DU Approval Notice must identify the
appropriate fax number for the return of the confirmati@mly one notice
will be faxed to the Originating Lender per loan. Underwriters must be
sure all information is complete and legible.
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The DU Approval Notice confirmation will reflect the commitment date,
bond series number, and will confirm the correct P&I figures, origination
and discount points. A copy of this notice must be included in the final
package to VHDA and to the loan servicer.

Actual P&l figures which appear on the commitment letter and Note may
not vary more than $1.00 from VHDA's confirmed figures.

Loan Commitment Upon receipt of the DU Approval Notice
confirmation, the delegated underwriter will issue a VHDA loan
commitment. The commitment must state the terms which have been
confirmed and any VHDA specific conditions. Commitments cannot be
released until the delegated underwriter has received and reviewed the
confirmed approval notice from VHDA.

Loan Amount ChangesAny changes in the loan amount after DU
Approval Notice confirmation must be submitted to VHDA by the
delegated underwriter on a revidetd Approval Notice. Loan amounts
must be carefully reviewed prior to approval notice submission to avoid
delays in closing. Submissions for changes in loan amounts will not
receive priority and will be reviewed after all original requests. Any
changes in the loan amount will require a revised commitment to be
executed.

The Underwriting Document Checklist is to be completed and
included in the final package submitted to VHDA.

3. Loan Closing

A.

Document and Instruction. The Originating Lender can print closing
documents from the VHDA website. The Originating Lender will forward
the appropriate closing documents and instructions to the closing agent.

Review: The delegated closer will review preliminary documents and
determine that all documentation meets VHDA and any mortgage insurer
requirements.

Request For Funds: The delegated closer will complete a “Request for
Disbursement” (VHDA form DU-700) and fax to VHDA @&04) 783-
6719along with a copy of the insured closing protection letter. The form
will provide instructions for disbursement of funds to the closing agent.
The request may not be submitted prior to receipt of DU Approval Notice
confirmation by Originating Lender and issuance of the commitment letter
by the delegated underwriter. The funds will be disbursed by check or
wire. Any discount and tax service fee due VHDA will be netted from
disbursement funds. Per Diem is to be collected at closing and forwarded
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4.

to VHDA with the final package on loans serviced by VHDA. VHDA will
typically issue a check or wire funds on all requests for disbursement on
the same day request is received prior to noon eastern standard time.
Loans must not close prior to settlement agent’s receipt of funds. Loan
check will be valid for five (5) business days from the check date.
(updated September 2010)

Changes to Loan Amount: Any changes to the loan amount must

be submitted to VHDA for approval by the delegated underwriter prior to
requesting funds. The loan must close under the same terms (loan amount,
rate, loan program) as approved and confirmed by VHDA.

Loans may not close after expiration date of loan commitment
without prior approval. Request for extensions are to be directed to
Yolanda Dickerson.

Post Closing:

The entirdoan package (underwriting and closing) must be compiled and
forwarded to VHDA within 10 days of loan closing. Documents should be
submitted in the order as indicated on the Delegated Underwriting and Closing
Checklists.

Loan Review:

Loan packages will be reviewed after receipt by VHDA. The Originating Lender
will be notified of any errors or omissions which may need to be corr¢blek
compliance with required procedures on VHDA requirements may redltiin
suspension from participation in the delegated program as well as penalty or
repurchase of the loans.]
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Loan Package Submission and Reservation Procedures

All reservations are converted automatically from Reservation system|&glasa
system.

Submission of the Loan Package

The completed underwriting package with evidence of collecting the $120 reservation fe
must be submitted to VHDA within 60 days after receiving the reservation number.6Aft
days the funds reserved for an applicant will expire unless the Agent sendsraregttest and
receives a 60 day extensiohoans may receive additional loan reservation extensions on a case
by case basis and under extenuating circumstances. The Director of Homeownership
Development Programs is authorized to extend these reservations.

Procedures for Logging-in Loan Applications

Loans sent in by the Originating Lenders arrive through normal mail deliveries loarad
delivered. The loans are then reviewed for completion. The loan amount should match on the
reservation form and the application. All of the aforementioned information is thgedloy
under receipt of loan package.

When a rejected loan is resubmitted, use the same information on the reservation she
originally sent with the package (a new reservation number is not necessaryyamn igethen
assigned back to the original loan officer by printing the loan officer’s initiglisi®¢he social
security number along with the word “Resubmission”.

Loans are logged in on Gallagher by the Reservations/Special Prograstamigsir in her
absence, the Business Partner Product Manager ) and delivered to the assignedtémdEne
loan is additionally logged into the tracking spreadsheet.

The Reservation Fee

Substitution of applicants, lenders and/or properties is not permitted. We will gonside
substitution of property if the contract has fallen through under no fault of the borrowes. If t
original applicant is not qualified or withdraws from processing, the allocatibbewecovered
by VHDA. In order to reduce the fallout rate on reservations so that eligible buyers wilebe abl
to obtain funds without waiting for reallocations, a $120 reservation fee must bestbbgdhe
Originating Lender at the time of reservatidn.other words, if the loan closes, the Originating
Lender will receive an amount equal to the customary 1% origination fee. If, prior to
commitment, the reservation cancels, the $120 reservation fee must be forwardgihta Vi
Housing. Any fees collected, except the reservation fee, may be refunded if the antdoe
close due to circumstances beyond the borrower’s control. If the reservation feeteivatd
by VHDA within 60 days of cancellation, withdrawal, etc., VHDA will assess a $50tpdral
for each outstanding reservation fee. Although the reservation fee is for the rhasinpar
refundable, VHDA will consider special circumstances on a case by caselbastemmitment
has been issued and fails to close due to actions by the borrower, all fees collectbd, must
forwarded to Virginia Housing.
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Restriction on Number of Reservations

A purchaser may request a second reservation, but under no circumstances
will a purchaser be allowed to change interest rates without approval by Virgingang,
specifically, the Managing Director of Development or the Director of Home@Wiper
Development Programs. The agent must collect a second reservation fee pgoestimg the
second reservation.

Expired, Canceled, or Rejected Reservations

On a monthly basis a report will be generated and letters sent to lenders anaiticass
in accordance with the following process:

This process, which generates letters and invoices for expired reservasigfufietions as
follows:

Process runs every morning and gets a list of loans that have been canceled, denied or
withdrawn and additionally cancels any loans with a reservation expiration date oves 30dda
which do not have a commitment date. The above referenced canceled, withdrawn or denied
loans are not invoiced to our Lenders until 30 days after those respective dates for severa
reasons. When a loan is rejected, the Lender has 30 days to provide additional documentation to
change the underwriting decision. With loans that have been canceled or withdrawn, 8@ wait
days from that date to invoice to avoid overlapping the receipt and processing of checkefrom t
Lenders and invoicing for those outstanding fees when the check has already been received, but
not processed.

The process does not add the penalty fee ($50) until 30 days after the original invoice of the
expired reservation fee. For example, loan is reserved on 5/11/04, reservationoexigirati
7/10/04, loan is canceled by process on 8/9/04, loan is billed to Lender for expired reservation fee
on 9/8/04 and if not paid, $50 penalty fee should be charged approximately 10/10/04.

The verbiage of the letter to the Lenders reads as follows:

Please make note that if the reservation fee(s) are not paid withiday&0of their original
invoice date, which is not necessarily the same date as this inubieegeservation fee(s)
will incur a $50 penalty fee, which will increase the charges to $170.0the ifee(s) are
not paid in a timely manner, we may suspend your firm from reserving VHDA funds.

The determination of whether to suspend a lender from participating in the program due to
overdue reservation fees will now be revievisydhe Managing Director of Development or the
Director of Homeownership Development Programs and a decision will then be made based on
the individual circumstances concerning the borrower or the lending institution atdretidis
of the Managing Director of Development or the Director of Homeownership Development
Programs. This information will be provided by the Business Partner Product Masrager
monthly basis, to the Managing Director or Director with a recommendationtas ¢ourse of
action to be taken.

The Originating Lender will direct to Sandy Redd in Single Family Developatkechecks
received for the reservation fees. Collection of such fees will NOT be cdllegtbe First
Come, First Serve section. It is the Originating Lender’s responsibilifpifi@arding all checks
to the Reservations Department. Sandy and/or Yolanda logs each check in Net Oxyfges, veri
a cancellation, withdrawal or denied date is entered, verify the fee has not been jyrpaious
and move the loan to the Cancel/Withdrawn activity in Net Oxygen. A copy of the check is
made and the check is sent to finance to enter and prdéssased September 2010)

A report from Finance will be sent to Single Family Originations showing takertomber
of checks received into the system on a monthly basis.
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Monthly Reservation Invoices

At the beginning of each month, reservation fees invoices are generated for Outstanding
Reservation Fees. These invoices are sent to the lenders after balancirigreg®osth
ending Reservation fees collected report and the Outstanding Fees for CancélédyWeior
Rejected Loans — Non Direct report, both generated from Cognos.

A memo is generated detailing the fees outstanding, the fees collected favibegpr
month, and lists any Lenders that have fees outstanding in excess of $1,000. This mesno is gi
to Michele Watson(Added 6-6-08)
Waive Reservation Fees

An approval form will be signed and input in Net Oxygen by Michele Watson (Director
of Homeownership Development Programs) or Don Ritenour (Managing Director of
Development) and returned to Yolanda Dickerson (Reservations/Special Progsistam) for
filing.

Revised September 2010
Changes to Reservation Status
Any changes to (product, program or points) on an existing reservation will be reviewed
by and approved by both the Assistant and the Business Partner Product Manager. Tdm Assist

and Product Manager will review the changes for accuracy in interest ratephoaint, payment
and program type.

Revise December 2009
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Procedures for Extending Loan Commitments

A request for an extension of a loan commitment must come from the applicant. If the
lender sends a letter requesting an extension without the applicant's signéttire |leader and
inform him of the correct procedure. Proceed upon receipt of the applicant's letter.

When letters requesting an extension of a commitment are received:

2.

6.

Pull file from the delegated or non-delegated file cabinet.

Check to see if an extension was previously issued.
If an extension was previously issued, a letter submitted from the Lender and borrower

stating why the subsequent extension is required must be submitted to the Director of
Homeownership Programs for approval.

Make sure commitment date has not expired.

If everything is in order, the commitment date may be extended for an additional 60
days.

Return files to Delegated/Non-Delegated file cabinet.

If unable to locate an applicant's file in Delegated or Non Delegated fileetatiheck Net
Oxygen to ascertain if the file has been assigned to a specific Loan ClosaigiSpeThe Loan
Closing Specialists should be consulted on whether to extend the loan at this point.

Revised 4/13/2011
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Procedures for Logging Into Computer

I.  Select VHDA Intranet by clicking on Blue Internet Explorer icon.

2. Click on Single Family Development, Applications we use, Net Oxygen and Sebegt G
Login (ie: Closing, Underwriting, Document Control, etc.)

3. Open file that requires Commitment extension.

4. Select Dates Task.

5. Select Underwriting Tab.

6. Click “Extend Commitment” button.

7.  Select from dropdown who authorized the Commitment Extension.

8. Select Address for Originating Lender.

9. Click button “Extend Commitment 60 days” and click “OK”.

10. Letter to Originating Lender and Borrower automatically generated and printed.
11. Letters must be executed by authorizing individual.

12. Send the original letter to the borrower, send lender the copy, and file one copy in the loan
file stapled to the front of the commitment along with the borrowers request for the
extension.
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UNDERWRITING
Refer to Net Oxygen User Guide for Underwriting for procedures related &pRetLoans,
Access to Gallagher, Approving a Loan, Rejecting a Loan, Changing the Status of a Loan,

Recommitting a Loan and Checking Loan Approval Status.

Revised September 2010
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THE COMMITMENT

1. Processing Mortgage Loan Commitments

Upon approval of the applicant's package, for loans committed under the non-direct
mortgage loan program a Mortgage Loan Commitment and listing of required closurgedus
is forwarded to the borrower in care of the Originating Lender.

For loan commitments approved under the direct originated loan program, the Processor
will mail the mortgage loan commitment directly to the borrower. Other reaggs®liminary
closing documents are hand delivered to the Closing Paralegal to mail to the diosmeya

2. Private Mortgage and Pool Insurance

VHDA's policies state "unless the loan is insured or guaranteed by FHA or VA theRD
borrower is required to purchase at time of loan closing full private mortgagenos{25% to
100% coverage, as the Authority shall determine) on all loans which exceed 80% ofahe less
sales price or appraised value" unless the product is a Flex Alt not requirindhB10riginating
Lender is required to escrow for annual payment of mortgage insurance (unless an approved
monthly insurance premium plan is obtained.) If VHDA requires FHA or VA insuranceahe |
will, at the election of the Authority, (a) be closed in VHDA's nhame in accordanicehei
procedures and requirements or (b) be closed in the Originating Lender's name andgbychase
VHDA once the FHA certificate of insurance or VA guaranty has been obtained. Wetite e
VHDA purchases a FHA or VA insured loan, the Originating Lender must enter intoleaBeirc
and Sale Agreement.

The Closing area serves as a liaison between the Originating Lender, varlasripiédnies,
and in-house staff members in the explanation of the amount of coverage on loans and what the
companies are offering and any discrepancies connected with the case.

3. Adverse Action Letters

If a borrower fails to meet VHDA's underwriting criteria or if the propéailg to meet
VHDA's property standards, an Adverse Action Letter is initiated by the rengawiderwriter.

The reviewing underwriter will generate an Adverse Action letter adarésshe borrower
indicating the reason(s) for denial.

The Underwriter will prepare a copy for the Originating Lender. All Adverd®A letters
are mailed within 48 hours after the reviewing underwriter’s decision. Should the btsrowe
letter be returned for any reasons, i.e., address unknown, the letter will be placedjectee re
file for reference.

For loans denied under the direct originated loan program, the Processing Settion wil
notify the field originator of the reviewing underwriter’'s decision before nwile denial to the
borrower. In most cases, the field originator will try to rework the loan and determine
alternatives before notifying the borrower.

If the loan is no longer workable, and an Adverse Action letter mailed, the Procdksor wi

make sure that any funds not disbursed upon are requested from Finance and refunded to the
borrower within a reasonable time. This is on direct loans only.
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4. Expired Mortgage Loan Commitments

If a borrower fails to close the loan within the allotted days from the date of the
commitment, the loan will expire and thereafter shall be of no further force @utl e¥fHDA at
the present time has suspended the collection of the origination fee at the tinmengf thig
commitment. Should the loan fail to close through no fault of the borrower the origination fee
will be waived.

Should a commitment require an extension due to circumstances beyond the control of the
Buyer i.e., builder's problems, city ordinance regulations, repairs to subject preggragures
of heirs, title problems, etc., an extension request frorBtiyer should be submitted prior to
the expiration of the commitment. All letters directed to the attention of tleetDirof
Homeownership Development Programs for an approval of a sixty (60) day extension. Once
approved the Executive Assistant will mail out a written approval to the buyer ayidaing
Lender with a copy to the buyer's file.

The sixty (60) day extension will automatically change the original eiquirdate
appearing on thEXPIRED COMMITMENT REPORT . Continued monitoring of extended
commitments will be maintained by the Direct Originations Area.

Should an extension request be received after the date of expiration, extensibas will
granted on a case by case basis. However, the borrower, may request in writing tectioe @fi
Homeownership Development Programs, the option of re-reserving fdmdsdditional $120
must be paid by the borrower(s) before obtaining a second reservation whosae will
never be less than the original interest rate, unless approved by the ManagiDirector of
Development or Director of Homeownership Development Programs in exteating
circumstances. The original $120 reservation fee may be waived by the Director of
Homeownership Programs on a case by case. b@sise the approval for the second reservation
is approved and the necessary fees collected prior to re-reserving, the fiteptatiesl in an "R"
status. Once the $120 reservation fee is applied to the lender's account in finaneeisthe fil
shown in a cancellation (X) status. At that time, an Adverse Action letter phesn®tat of
Denial letter is mailed to the Borrower(s) and the Lender canceling th€dinsmitment. A
Borrower cannot re-reserve funds until the first reservation fee is receivied Bygt-Come,
First-Serve Section.

The Processing area will receive a daily report created by night batchithgaifyeexpired
commitments. The Loan Processor will within three days of identification cahtatending
institution for loan status. The Lender has seven (7) business days to respond. If there is no
response within seven (7) business days, the loan is givdromaPrograms
Underwriter/Business Development Officer for an Adverse Action Letter. Thaan
Programs Underwriter/Business Development Officewill reject the loan due to expiration of
commitment. The file is then placed in the rejection files with no further action.

For expired direct originated loan commitments, notices are mailed to the bdsjcavel
field originator(s), notices are mailed to the borrower(s) and field origisataBoth the Field
Originator and borrower have seven (7) days to respond. If there is no response within seven (7)
days, the Closer will give the loan to thean Programs Underwriter/Business Development
Officer for Adverse Action Letter. Afterward, th@an Programs Underwriter/Business
Development Officer will forward to the Loan Processors the Adverse Action Letter to be
mailed to the borrower(s). Funds not disbursed will be refunded to the borrower by the Loan
Processor under separate cover with a breakdown of funds disbursed on their behalf.
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CLOSING AND QUALITY REVIEW
DOCUMENT CONTROL CENTER

Purpose

The purpose of the Document Control Center is to serve as the document custodian for
the Closing and Quality Review Department. The Center will control, monitor, amiaafell
loan files, incoming and outgoing legal documents, fee checks, original Notes plus Note
Packages and the Attorney’s Closing Packages.

Processing Incoming Correspondences/Note PackageslaValk-ins

The Document Control Center (DCC) receives federal express packages applyxan
11 a.m. and regular correspondences throughout the work day. The Document Control
Specialists (DCS) will receive, date stamp and distribute any incomingpon@ences/legal
documents, Closing Packages or Notes Packages for either a Closing $peaalsiality
Review Analyst.

The DCC Specialists will extragll fee checks accompanying any original Note Package
before assignment to a Quality Review Analyst. The Specialists will hekeetessary file
copies before hand delivering the Note Packages to the assigned Quality Revigst dagilor
to the Servicing Setup area. In addition, the Document Control Specialist will atsoticbe
lobby through out the day basis for walk-ins. The Specialists will also open and dgiealita
walk-in documents/correspondences and Note Packages as well before makimgeagsig

Unidentified Correspondences and Legal Documents

On a daily basis, the Document Control Specialists will alert the Supervisay of a
incoming correspondences or legal documents they received with missing cracrahiidn,
i.e. Borrower’s Name and the VHDA Loan Number(s), etc., on an individual. The Supervisor
will research and use every possible internal and external means of communicetesriity the
name of the potential Borrower. If all attempts fail, the Supervisor will refigrmtoming
correspondence or legal document with a letter of explanation to the sender for further
identification.

Flow of Documents and Departmental Reports

The Document Control Specialists will monitor and maintain a steady flow of legal
documents, weekly departmental reports and loose correspondences from Title Cogmpanies
Settlement Agencies and any other third party person to and from a Quality Revigat Ana
workstation for review. The Specialists will determine storage requirsrfariban files not yet
reviewed and assure the documents match the loan files along with pertinent Qmaéty R
checkilists.
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Note Packages for Closed Loans

The Document Control Specialists will access Net Oxygen to determinbexloetnot
Virginia Housing services the Note Package. For Note Packages service@B@4dlloans
Serviced by Other), the Specialists will immediately assign the packabdeliver the package
along with the Delegated Disbursement loan file to the respective QualiigvirAnalyst for
review. Currently VHDA services all loan programs.

For Note Packages serviced by the Authority (Servicer #1 loans), the Spewidlists
extract and review the Servicing Package for accuracy according to iséealsdn the Servicing
Setup Checklist and place in the Servicing Canvass bag for delivery to the Setopateshdt
Cox Road. Once the Servicing area completes its review of the Servicer #1 loans arig prope
sets up the loan, a transmittal sheet showing all loans setup is then sent back toithenbDoc
Control Center. The Specialists will assign the Note Package to the resigatility Review
Analyst along with delivering the Delegated Disbursement loan file. Subsequislivering
the packages to either a Quality Review Analyst or to the New Loan Vedficggecialist, the
Document Control Specialists will extrat fee checks accompanying the Note Packages. The
Specialists will make the necessary file copies for the loan file and upda@xgen remark
screen with check information i.e. dollar amount and check number plus date of check.

Attorney Packages for Commitment Loan Files

The Document Control Specialists will date stamp the incoming preclosing paakdg
hand delivers both the closing package and loan file to the Loan Disbursement Coordinator for
assignment to a Loan Closing Specialist. The DCC Specialists will hand dgligezclosing
packages to the Loan Disbursement CoordinatdRevised September 2010

Welcome Letters
Revised September 2010

This responsibility is handled by the VHDA Servicing Department.
Fee Checks

The Document Control Specialists will extract, secure, and accouatt fee checks
either accompanying a Note Package or received under separate cover during a wdrgday. T
Specialists will make the necessary file copies and place them in thadie for a Quality
Review Analyst's review. Afterward, the Specialists will update Netg@r remark screen with
the dollar amount, date of check and check number. Once a week, the Document Control
Supervisor will conduct an audit on the vault to ensure there are no fee checks remaining in the
vault for more than 15 days from the date of receipt. If so, the Supervisor will inquistuts s
with the assigned Quality Review Analyst.
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Daily Deposit Report

Each Quality Review Analyst will deliver to the Document Control Supervisor bfere
end of each workday a copy of their fee checks processed. Each morning before 10:30 a.m., the
Supervisor will pull and match the original fee checks with the work file copy sudrbitteach
Analyst. The Supervisor will go into COGNQ@&d run the Daily Deposit Reports for the
previous day’'s work. The Document Control Supervisor will total the fee checks and compare
the dollar amount with the total dollar amount appearing on the Daily Deposit Report. If the
Supervisor finds any discrepancies, they will make inquiry with the respectiviy@Rmaliew
Analyst for clarification.

Once the Supervisor has resolved all discrepancies, if any, the Supervisor wall stam
‘FOR DEPOSIT ONLY’ on the reverse side of all original fee checks. In addition, the
Supervisor will prepare the bank deposit slip and attached two (2) copies plus thearaiapéa
with the original checks being deposited along with the necessary number of copies of the
Deposit Report and hand carry the report along with the original fee checks to the Finance
Department for LSBO loans and fee checks for the Cash/Investors Accounting Repdomall
Servicer #1 loans..

The Finance Department Specialist will re-tally and verify the checls tagainst the
totals appearing on the LSBO Daily Deposit Report and acknowledge acceptaafite oy
their signature to the original copy of the LSBO Daily Deport Report. The&isewiill retain
3 copies of the deposit report showing their signature and attach the original feeagttecks
deliver to the bank for all LSBO deposits before 10:15 a.m. — 4:15 p.m. each day. For Servicer
One loans, the Finance Specialist will re-tally and verify the check totalssaghe deposit slip
and deliver to the bank for deposit report for Servicer #1 loans to the Cash/Investors Accounting
Department along with the yellow carbon copy of the bank deposit slip delivered to the Finance
Department.

Processing of Original Notes

Each Quality Review Analyst will deliver to the Document Control Supervisor bferend
of each workday the original Borrower’s Notes they processed. Each morning before.i0;00 a
the Supervisor will pull and review the original Notes furnished to them by the Ar@alystity
the loan number, borrower’s name, closing date term, step rate information, theyfirehpdue
date, and the loan amount, and the plus loan amount, if any, listed on the COGNOS Daily Notes
Received for that particular day’s work. Afterward, the Document Control Superniisband
deliver all original Notes processed from the previous day to the Servicing Recantis R
Coordinator for storage along with the Note Report.

Shipment of Completed Files and Loose Correspondees

The Document Control Specialists will collect and match all completed loartdileith
the file completed report and ship completed loans to the Records Room every morning. The
Quality Review Analyst will purge and place the documents in its proper order bigiogethe
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file to the Document Control Center. The DCC Specialist will deliver before 10:0@acim
day the completed files to the Record Room Coordinators.

If the Document Control Specialists receive loose correspondences or legal descument
after they have delivered the completed loan file, the Specialists will givetrespondences or
legal documents to the Document Control Supervisor if there is need to retairatianlagnent
or correspondence.

Quarterly Loan File Audits

The Document Control Center associates will conduct quarterly loan audits foldsan fi
not yet completed and shipped to the Records Room that still appear in Net Oxygen. The DCC
Specialists will account for all loan files and report any discrepancies totheriznt Control
Supervisor. For commitment loan files still awaitinga#iorney’s closing package, the
Document Control Supervisor will utilize the Expired Commitment Report to ideantdy
account for all loans active or inactive.

Preparation For All Loans That Are In Liquidation P rocess

The Document Control Supervisor from time to time will receive from the Servicing
Records Room request for files that have either paid-off, foreclosed, in a congsafei®r in
the process of a lender repurchasing. In addition, the Document Control Supervisor once a
month will pull the COGNOS outstanding documents by payoff date report to prepare future
and/or anticipated requests from the Records Room. The Supervisor has 10 business days to
reply from the date of the request. The Records Room Coordinator will have the DCC
Supervisor to extract critical documents from the loan file for shipment. Theseeots would
include the Deed of Trust for both the first and the FHA Plus portion, the Loan Guaranty
Certification (MIC, LGC, RD, or the MI) and the Title Policy issued on behalf of treoi/er.
The Records Room does not require the remaining documents in the file in any particular orde
The DCC Supervisor will purge all trash paperwork, paperclips and staples frote flo&lgr
before shipping to the Records Room to the Requestor.

If the Document Control Supervisor finds non-federal documents missing i.e., Deeds of
Trust, Title Policies, etc., from the loan file, the Supervisor will contact thegBted Lender to
retrieve the document(s). The Supervisor will advise the Records Room Coordinator and the
Requestor of the anticipated date to receive the missing document.

However, if the Document Control Supervisor finds the file missing federal documents
i.e., 3 year federal tax returns, Affidavit of Borrower and Affidavit of SellerStngervisor will
ship the critical documents to the Records Room, but delay the shipment of the file foéder. T
Document Control Supervisor will coordinate with the Loan Programs Manager and timg Clos
and Quality Review Manager to make a determination whether to waive the requicenee
have the Lender buy-back the loan due to the missing federal documents. Once the Managers
make the determination, the Document Control Supervisor will update the Net Oxyemmssc
indicating the file has been shipped to the Records Room showing the file being a lihlodate
file.
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Fallouts

The Document Control Supervisor will monitor the production pipeline for fallouts loans
during any given month. The Supervisor will utilize various COGNOS reports to obtain
applicable information and report findings to either the Loan Programs ManageiGioshey
and Quality Review Manager for re-distribution of funds. If there is to be a résdigin of
funds, the Document Control Supervisor will discard the original loan file in a propegestora
facility.
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LOAN CLOSING
CLOSING SPECIALIST AND LOAN DISBURSEMENT COORDINATO R

Purpose

To establish a relationship with our Originating Lenders and develop an understanding of
our policies and procedures for closing VHDA's loan products.

Status of Loans

To determine the status of a loan a search can be done on the computer or on the Intranet.
The search can be done by Last Name, Loan Number, Lender Name, Reservation Number or
Social Security Number. The information screen of an individual loan shows the loan amount,
sales price, Originating Lender, commitment date, expiration date, closingidatnd the
"status"” of the loan.

Processing Mail and Walk-ins

Mail and federal express is received at approximately 11 a.m. The Document Control
Specialist signs for each piece of federal express addressed to an individirad Slpecialist
and delivers it to that person. The rest of the mail and federal express is openddnuaetd-s
and matched to loan files that are pulled from the cabinets the same day receivedcurherid
Control Specialist checks the lobby on a regular basis for walk-ins. These pamkagse
opened and date stamped and distrihutedRevised September 2010

Preliminary Package
Section Revised September 2010

The Closing Specialist reviews the attorney's preliminary package. Thkegpamnsists of
copies of the deed, note, deed of trust, title insurance binder, settlement statemeoxyrrera
insurance policy, binder, GFE, and flood determination. They also check for any conditions on
the mortgage loan commitment or any special conditions or requirements for FHA,RIA or
All loans are verified in FHA Connection.

The Closing Specialist makes contact with the lender and goes over correctensests
additional information or clarification and establishes a closing date. Befo@idsiag
Specialist can authorize closing, the Originating Lender must give verbal appiraltdcHA,
VA or RD conditions. The name of the person giving this approval must be recorded in the file.

The loan file is retained by the Closing Specialist until all outstanding conditiens
received or until the attorney has given evidence that they are forthcoming.
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Insured Closing Service

All loan proceeds must be disbursed under the Insured Closing Service of an approved title
insurance company, evidenced by a Closing Protection Letter. A copy of the Closingd®rotec
Letter must be retained in each closed loan file until the final title poli@ceved. The title
binder and closing protection letter issued for each loan must set forth the name ofdkiecappr
attorney or settlement agent, be dated and show the borrower(s)’'s name and propady addre

Escrows

ForConventional, FHA, VA andRD loans, VHDA will allow funds to be escrowed for
the completion of exterior work or landscaping during inclement weather. A decision drewhet
or not we will allow an escrow is made on a case-by-case basis. The Escromégrerist be
signed by the borrower, seller, and the Escrow Agent, who is the closing attorneleoresdtt
agent. The release of the escrow funds is handled by our Originating Lenders.

Check/Wire Disbursement

Refer to Gallagher User’s Guide Pre-Closing and Disbursement on VHDA
Intranet/Development/Procedures.

Voiding Checks

Refer to Gallagher User’s Guide Pre-Closing and Disbursement on VHDA
intranet/Development/Procedures.

Second Disbursement

A second disbursement may result in instances where an error has occurred during the
original disbursement of a loan. The errors are commonly due to:

e achange in loan amount
e an error in points netted from the check
e an incorrect interest credit

The second disbursement could be either a positive (a check issued) or negative (check
received for deposit) disbursement.

Files are coded as needing a second disbursement and then given to either the Loan
Closing/Quality Review Manager or Loan Closing Supervisor. Necessary inimnnsinput
into the loan relative to the changes needed to correct the error. A check is genenageithel
normal batch check run for that day when there is a positive disbursement. A deposit report is
generated for a negative disbursement. The deposit report and check are given to thetDocume
Control Center Supervisor and sent to Finance.
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Stop-Payment

If a check is lost or if a closing has to be stopped after the check is sent out, a steptpay
must be put on the check. The file copy is taken to Finance for them to request the bank to stop
payment. The check must be voided on the computer just as for a voided check. A 24 hour
waiting period is required by the bank before another check can be issued. The Closing
Specialist must inform the attorney that if the lost check is ever received heeanube
signatures off and return the check to VHDA.

Premium Fee Payments

A report is generated daily from Cognos (Premium fee report) by a Loan Clg&o@list. The
report reflects loans closed with O origination fee with “note received” datedqrévious day.
Loan Closing Specialist use this report to request funding of the premium fee ingimat@ns
System.

The check is requested payable to the Originating Lender and a letter disclosmapipisyauto
printed from Originations System. The checks are generated with the Closingnizepalaily
check run. Checks and letters are matched and mailed to the Originating Lender. Athepy of
check and letter is placed in the loan file by Document Control Center. The Loan Disimirsem
Coordinator in the Closing area retains a copy of the report.

Audit of premium fees is done on a monthly basis generating an audit report for the second
month past (ex-April would audit February closings). Loan Disbursement Coordinatoaliyia
checks the loans in the Originations System. Any loan due a premium fee and not previously
paid is then requested and forwarded to Originating Lender.

SERVICE RELEASE PROCEDURES

Service release reports are run on a weekly basis. Loan Disbursement Coordieatiege
reports from the intranet and Cognos. Both reports reflect all loans with a coreedateand
all fees paid which a service release fee is due to Originating Lender. Thaetister is
forwarded to Single Family Development Director for signature. The checkeregith
attachments is forwarded to Finance.

Finance generates and mails checks to Originating Lenders along with an attbdistiosing
loans included for payment. A copy of the check register is returned to the Loan Dislmirseme
Coordinator for input of check number and date into Originations System.

Audit is performed on service release by generating a report from Cognos monthlydithe a

report reflects loans that are in incomplete status and without all fees paid atans are
manually verified in Originations System by Loan Disbursement Coordinator.
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QUALITY REVIEW ANALYSTS

Purpose

Maintain quality control of mortgage loan closings. A complete review is pgtbon
the mortgage loan closing documents, which includes MRB documents, to ensure compliance
with all State and Federal Laws, issuing agency’s requirements, as WHHRA requirements.

Loan Files Received - Funds Disbursed

Files are received daily from the Closing Department and Document Control.Center
Closed loan documents are received from our Originating Lenders.

Initial Closing Package

The Originating Lender is responsible for submitting to VHDA all documenésl In the
Exhibit Il (1) and the Exhibit KK. These documents should be delivered within 10 days, if the
loan is serviced by VHDA and within 20 days if servicing is held by an outside lender.

Final Closing Documents

Within (90) days after loan closing the Originating Lender is to submit the folipiwi
VHDA:

A. Original Recorded Deed of Trust

B. Original Title Insurance Policy

C. Original FHA Mortgage Insurance Certificate, VA or RH Loan Guaranty (if
applicable)

D. Any other documents required but not received in the initial loan package

Loan Documentation

All Note information is verified and entered into the computer system. Once thyQua
Review Analyst verifies the accuracy and correctness of the original Nosmdhest hand
delivers original to the Document Control Supervisor. In turn, the Supervisor will hand deliver
the Notes and the COGNOS Daily Note Report to the Records Room staff to imigestoate
in the fireproof vault for permanent retention.

NOTE: A Reformation Amendment of Note will be sent to the lender for anyreors to be
corrected. If the errors affect servicing the loan (i.e. late charge, rate or loaeamount), the
Servicing Department will be notified immediately by copy of the e-maild the lender.

Revised 6-6-08

Within 60 days after receipt of the loan closing package, each document is reviewed for
accuracy and noted on the appropriate checklist.
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Original fee checks received with the mortgage loan closing package are -copgnal
retained by the Document Control Center. Only copies are given to the Quality Ranabst
to review for accuracy and then the Quality Review Analyst inputs the informatoothent
computer. The original check(s) for interest, escrow, discount fees, and buy-doh fees
applicable) are verified and forwarded to the Finance Division and the Cash/Investors
Accounting Department on a daily basis using the Daily Deposit redit¢e: Interest fee
checks for one day less or one day more than the closing date are acceptabl®e check(s)
which are incorrect or not due the Authority are returned to the Originating Lerttlea @opy to
the borrower loan file. Particular care is taken to ensure that all required farrdsaved. The
Daily Deposit Report (s) are prepared by Document Control Center.

The Deed of Trust, Title Policy and guarantee certificate and any other lateelus are
reviewed for completeness and accuracy. Incorrect documents are returned tgitiaeiQyi
Lender for correction.

Follow-Up Correspondence

The Originating Lender is contacted weekly via telephone to request overdue cirsed |
packages, outstanding fees, and notes that have been returned for correction.

Any unusual problems are forwarded to the Quality Review Supervisor for immediate
action.

Suspense letters are sent to the Originating Lender immediatelyeaftar of the closed
loan package, notifying the Agent of any corrections to be made and additional documents
required to complete the loan file. Normally, the initial review is performddm@0 days of
receipt of closed loan package.

Normally reports reflecting incomplete loans are sent to the Originatinddrs every 90
days. VHDA may impose penalties on the Originating Lender or require the&ingj Lender
to purchase any loan that is not completed within one year after the closing dataedarealt
imposed twice a year. Penalty reports are sent monthly.

Loan Completion

When the file is complete, the date of completion is entered into the computer aggtem
the file is forwarded to the Central Records Room area for permanent retentionfioatrasi
letter is sent to the Originating Lender once the file is complete.

Note: See the Net Oxygen QRA User’s Guide for detailed procedures relétésidystems use.

LATE CHARGES
FOR
DELINQUENT DELIVERY OF DOCUMENTS

A late fee of $1,000 will be charged to Originating Lenders for each incompleteléothat has

been closed over 12 months. If a late fee was previously charged, but documentation to complete
a file is not received by the next billing cycle, additional $1,000 fees will be charged(@)

month intervals until the file is complete.

103



Net Oxygen identifies loans that are subject to penalty and reflects thempmrtahrat is
attached to the invoice. The invoice instructs Originating Lender to send Delinquentdddcum
Fees directly to VHDA'’s Accounting Department. Accounting will input receifp¢®finto
specific loan in Net Oxygen.

Authorizations for waivers of delinquent document fees is documented in the Authority’s
Authorized Officer Matrix.

Revised 11-13-08
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Monitoring Lender Performance

VHDA's Quality Review staff performs a review of all loans received by aigigating

Lenders. This review is to ensure clear collateral documents and complianceontgadé
Revenue Bond (MRB) /IRS requirements have been met. In addition, basic underwriteigevie
performed, and any potential underwriting issues are then escalated to the umdesteafti

VHDA's Single Family Underwriting staff performs a full review of adeten percent of all
loans received from our Originating Lenders. Review includes a full re-undeofvtite loan
file to verify compliance with the insurer’s guidelines and to the eligibilitylBB requirements;
e.g., credit report, qualifying income calculations, deposit documents, appraisaglaasgddntst
time homebuyer compliance.

Reports of any violations are reviewed monthly to verify that follow up documentation is
received in a timely manner. Issues with excessive delinquent collateral®ridiBtions are
addressed with Originating Lender’'s management.

VHDA Servicing Department provides the Single Family Loan Programs Manaitest

monthly early default report. VHDA underwriting staff performs a review dbalts that have
become 60 days past due within the first six months payments. Based on the review findings,
VHDA management will determine if loans must be repurchased by the Origihatdgr.

On a quarterly basis, lender compare ratios are pulled from HUD’s Neighborhood Yé&aéch.s
Compare ratios are evaluated by VHDA's Single Family Loan Program and BuBiadser
Product Managers. Lenders exceeding 150% of the applicable compare ratiossaesldese
continued lender participation.

Annually, the Business Partner Product Manager reviews audited financialesttgeand
certificates of insurance to ensure compliance with recertification fovWdeth, Error and
Omissions insurance coverage, and Fidelity Bond coverage.

Added: 4/13/2011
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Procedure for handling Lap Top Computers

The Process for Securing Computers and Inventory has been assigned to the ITS Bepartme
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Single Family Origination System

Security

When changes to personnel (i.e. termination, promotion, change in job responsibility,
reassignment, etc.) are made in Single Family the manager/supervisarbmilit a Work Order
through the ITS intranet page and enter the required information (see attachnh@misdahis
page) in the notes section. This Work Order will be routed to the single Family Ajpplica
Manager and ITS for changes to security in the system.

The System Administrator will also verify security for users is coeeery 90 days.
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Employee Termination Checklist

e Need to get notification from one of the following sources

= Security

= HR

= Employee’s manager or supervisor
= RM

Regular Outgoing Employee

e Manager submits Work Order
e Questions for manager
o What do we need to do with the P drive (Burn CD)
o What do we need to do with Email
o What do we need to do with C drive (PC)
= |If manager would like access to PC add managers account to PC DO NOT
RE-ENABLE old employee account
o0 What do we need to do with Voicemall
o What do we need to do with Phone ext
o0 Any portables (who takes care of this HR or HD) Property removal pass (HD)
Disable network accounts
Remove group membership
Remove from Email Distro lists
Remove PC
Perform Telecom items
DBA for removal access
Unix removal
Pat Oliver for intellidesk removal
Remove extranet account
Remove access to asp’s
Remove access to support access for software
Hide email address in global address list

For people who do not use Work Orders add to notes for Audit
e Access to email account maximum of 30 days
e Terminate account @ 60 days from end of employment
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New Employee Work Order Template

Assign Help Desk Assoc, Data center Assoc, DBA, Raliver,
Telecom Analyst

Have the telecom analyst create phone number first, and then give to admin to put into
exchange.

Needed from the requesting employee

First Name

Last Name

Middle Name (or Initial)

What Name does the person go by?

Start Date

Who is their Supervisor or Manager

If they hold the position Supervisor or Manager

What applications will be needed

Does this person need to be a user or power user?

What Department

Which Division

Location of Setup

What would be their default printer

Perm or Temp employee

What calendars or mailboxes will they need access to in Outlook
Will Desktop faxing be needed

Do they need speakerphone?

Do they need any additional lines or extensions added to phone template?
Do they need to be added to a hunt group or acd group?

Should the phone be setup to mimic another phone if so what extension?
Do they need a modem\analog line?

Office Number or Cube Number (Jack #)
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Needed from the Datacenter

Username
Password

What GG group
What local group
Novell Context

Need from Desktop Services

PC model

Printer setup
Telephone number
Fax number (if needed)
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(1)

(2)

@)

Collections/Loss Mitigation
(SW VA/Wytheville Office)

Cliff Millirons is responsible for any and all funds collected from SW VA loans
A lock box (fireproof safe) has been obtained for safeguarding VHDA monies. It
is expected that only checks will be collected.

If cash is received a bank check made payable to VHDA would be obtained.
Collected funds would, immediately be transferred to VHDA Richmond.
Michael Locking and Barbara Hounshell will have READ ONLY access to the

Fidelity Collections/Loss Mitigation computer screens. (DLQ 1, FOR 1, FOR 3,
LMT 1 and LMT 3)

Cliff Millirons will be given access to DLQ 1 to make actual direct estas t our
efforts, including the date and amount of funds collected. This will provide a
constant tracking system of our work, satisfying the need of “record keeping"
from an audit perspective.

S/W Office staff will be allowed to monitor the performance of our loans, which
Is valuable within itself as an "educational tool".
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Guidelines & Internal Procedures For Utilizing the

Overview

Time
requirements
for
performing
the
inspections

Southwest Office to Accept Funds
And Perform Property Inspections

On a case-by-case basis, VHDA’s Southwest office will be stqdevia e-
mail or phone call to perform property inspections on properties logated
their designated areas of Southwest Virginia. The request fae the
inspections will be made on loans in which the Richmond office has been
unsuccessful in contacting the borrower. This will allow VHDA toren
effectively leverage available resources in terms of acashipg certain
servicing operational goals and to protect the Authority from unnegessa
liabilities in the event the property is vacant or in a high vanaal. alt is not
intended for the Southwest office to perform any actual collecttwity or
offer any type of loss mitigation options to the customer unlessvat®er
specified by the Richmond office.

The Southwest Office of Virginia Housing will be responsible lofving
the procedures when requested to perform a property inspection:

e Perform the property inspection within 2-7 business days.

e Once the inspection has been performed, report the results via e-mail
within 24-48 hours to the respective associate who requested the
inspection. Note: This is a critical step as the propertylmeavacant
or vandalized. The Richmond office will immediately take steps to
place the proper insurance coverage and have the property secured.

e If the property inspection cannot be completed within this time frame
notify the Richmond office as to when it can be done. If the
insurer/guarantor’s time frame does not allow for additional tione
inspect the property, then the Richmond office will pursue having the
property inspected through other sources.

e A reasonable amount of photos should be taken, especially in cases
where there is damage to the property, high grass, etc.

e Inspections will be performed in the designated areas as provided by
the Southwest office. (See attached report of areas.)
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Performing

the Inspection

Performing
the inspection
(cont’d)

The Southwest office will follow the procedures listed below when
performing the actual inspection:

If possible, knock on borrower’s door. If the borrower is there, make

the necessary introduction and proceed to find out what’'s going on
with them. If the borrower does not answer the door, then a business
card should be left to have them contact the Richmond office. (We

can provide business cards if necessary.)

At no time should the Southwest office place themselves in a

dangerous situation when trying to perform the inspection.

If customer is having financial hardship, call the Richmond office and
discuss account with our loss mitigation department. The Southwest
office will not provide any type of recommendations or directions to
the customer until they have fully discussed this with the Richmond
office and have obtained further instructions from the Richmond
office. (This will eliminate confusion on the customer’s part.)

If customer attempts to give you a check, contact the Richmond office
prior to taking any funds to ensure the insurer/guarantor will athew t
acceptance of the funds and to determine the correct amount the
customer should be tendering to you.

The Southwest office should not be accepting any cash payments from
the customer. Request a check or certified funds and provide the
customer with a receipt.

Within 24 hours of receipt of the funds, the Southwest office will mail
to VHDA to PO Box 4627, Richmond, VA 23220-8627 Attention:
Loss Mitigation Department or the appropriate persons named unless
otherwise instructed to do something different.

Until the funds can be mailed, they will be held in a fireproof box for
security purposes.

If the Richmond office does not receive the funds within 72 hours
after they have mailed it, a follow-up call to the Southwest @ffic
should be immediately made to ensure proper delivery of the funds.

To track a follow-up if necessary, the collector/loss mitigatitiicer

will place a tickler date on the system. Once the 72 hours pass, t
loan will automatically appear in the follow-up queue (Queue 0) to be
called on.

If for some reason the payment is lost in transition, the Richmond
office will contact the borrower to place a stop payment on the funds
and reissue another check or certified funds. (We may, if the custome
has no telephone request the Southwest office to handle this for us.)
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Direct Origination Mortgage Loan Program

Mobile Mortgage Field Originator

VHDA Mobile Mortgage Field Originator(s) are responsible for the operatioasifiaed mobile
office and for identifying potential customers. They answer prospective borromged’
inquiries, process pre-qualification requests and complete formal loan applicdflohde
Mortgage Field Originator(s) operate in underserved areas of Virginia ssigaed.

Pre-qualification Process

*|dentify the potential borrower(s) needs.

*Help the potential borrower(s) choose the loan product that suits his or her needs

*Answer borrower(s) questions and identify objectives.

*Initiate pre-qualification process with determination as to eligibilitgt application
readiness.

Application Process

*Complete the loan application.

*Initiate and have the borrower(s) sign the initial documents needed to process the
application.

*Explain any governmental regulations pertaining to the loan program that the
borrower(s) apply for.

*Give the required disclosure information and forms to the customer(s)

*Explain the loan cycle to the borrower(s).

Prepaid fees

At the time of application, the field originator will collect fees from the boergs) to cover

payment for the credit report, flood certification, appraisal and reservation liegeds must be

in the form of a personal check, bank check or money order and must be submitted with the loan
package to the Direct Origination department.

Reserving Funds

Field Originator(s) must reserve the loan through the VHDA on-line reservatitensy (see SF
reservation procedures) or by FAX if the loan is a special program. Such as: SPARC.
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Field Originator(s) are responsible for submitting the completed loan packagedb D
Origination by overnight carrier service. The standard loan package containsavenfpll
documents:

Sales Contract

Prepaid fees

VHDA reservation & confirmation forms

1003 Uniform Residential loan application

Form 4506 T Request for transcript of tax return
Exhibit E  VHDA Program disclosure & Affidavit of Borrower
Exhibit F  VHDA Affidavit of Seller

Borrower signature authorization

Consent for disclosure of personal information
. Quality control disclosure & authorization
. Good faith estimate & truth in lending
. RESPA servicing disclosure
. Provider List

©CoNoarWDNE
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In addition to the standard loan documents, additional documents may be necessary for FHA, VA
& RHS loans.

Loan Processing

Upon receipt of the loan file, the prepaid fees will be recorded in the Net Oxygeratagi
system by the Direct Origination Coordinator (see Net Oxygen proceduacet)eaoriginal
check will be sent to finance for processing. The file will be reviewed for comeligitic the
specified loan program type FHA, VA, RHS, Conventional and for verification or additional
information needed. An updated credit report will be ordered at this time (if required).

The balance of the borrower(s) information will be added to the Net Oxygen ongisgttem
by the loan processor (see Net Oxygen procedures) in order to complete theiaplight
required forms for underwriting.

To order a property appraisal the loan processor will request direct assignmeappfaiser

from the VA online system or select an appraiser off of the VHDA appraisag)lier

conventional, FHA, RHS loan programs. Upon receipt of the appraisal the loan processor will
submit the appraiser’s invoice with a check request for payment to the SF Directopy Af

the signed check request will be kept in the borrower’s file for reference. TheeoDwill
forward the original for payment to the finance division. All checks are mailectigite the

payee from the finance department.

Revised September 2010
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Loan submission to underwriting

Upon completion of the processing of the loan, the loan processor will prepare the file for
submission to an underwriter. The underwriter will review the direct originedéedand render
a final decision, either issuing a formal loan commitment or an adverse aceon ik loan
processor will notify the borrower(s), originator & realtor(s) of the loan detisihe loan
processor will forward the loan commitment to the borrower(s). The file williids¢he
closing specialist who will begin the closing paperwork (see closing spepiaicedures). It is
the loan processor’s responsibility to track all commitment conditions to ensureoting@letion
prior to closing.

Insufficient funds for prepaid fees:

Finance will notify the loan origination co-ordinator of prepaid application feeglithabt clear.
The loan origination co-coordinator will contact the borrower(s) to have them réipéaftends
with a bank or certified funds check within 7 days of the notice. If the borrower(s) does not
respond within that time, the loan will be automatically denied.

Cancelled or withdrawn loan files:

If the borrower(s) cancels their loan application, we will need the canceNatiotvaw request
in writing. Any funds not disbursed from the original prepaid fees will be returned to the
borrower(s), except the non-refundable reservation fee.

Direct Originations Subsidiary Ledger is balanced on a monthly basis dgaiaste’s
deposit report, disbursement report & analysis report.

Direct Originations Coordinator performs the balancing of the Direct Otigitsa
subsidiary ledger on a monthly basis.

The Direct Originations Manager will compare the Direct Active Repuatttlae Daily
Direct Loan Transaction Deposit Report against the Direct Originations meutbdidiary
ledger to ensure all funds collected have been deposited and timely refund of fees tor®orrowe
have been made.

Direct Originations Manager will perform a documented monthly reconciliatitimeof
funds received per the Net Oxygen system report referred to as “Daily Da@at Transaction
Deposits with Date Range” to the amounts deposited per the Finance Depart®Bit'syBtem
reports. This procedure should provide an adequate monitoring and verification mechanism to
ensure all loan related application funds are deposited as required.
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Loan Assumptions
Section Revised September 2010

ASSUMPTION PROCEDURES

Policy: VHDA loans are assumable based on certain qualifications. A written
request for an assumption package needs to be received from the
borrower(s).

Procedure: If the property is being sold, obtain a copy of the Sales Contract.

If there is a change in marital status, obtain a copy of the Property
Settlement Agreement (PSA) and/or divorce decree.

The borrower(s) will send in a request for an assumption. The SF Servicing Department
will send a “Pre-qualification for Assumption” to the party wanting to assume
the loan on the property, together with a cover letter.

Upon receipt of th@re-qualification documents the processor will:

1. Pull a credit report
2. Obtain a loan snapshot from the Alltel System (Fidelity)
e Goto SER1 screen
e PLO2
e Get loan information with balance, payment amount, interest rate
and loan type
3. Go into the Byte System and enter as a new loan assumption and input
information from the pre-qualification documents, including income from the pay stub
and W2s and debts from the credit report. Calculate the debt ratios.
e |If they do not qualify, send a denial letter.
¢ |If they do meet pre-qualification requirements, you need to send out an
Assumption package.
**Good customer service is to call the borrower assuming the loan and let

them know if they qualify or not and answer any questions they may
have.

The Assumption package to the qualifying borrower is to include the following:

1. A Good Faith Estimate prepared by the processon Byte
2. Prepare a Truth in Lending from Byte
3. Prepare a cover letter with information on application fees and documents

required for the assumption. Request that the documents be returned to
VHDA within 10 days.

Once the processor received the documents back from the borrower the following steps
are required:
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1. Should have check in package for the credit report and flood certification in the
amount of $29 for single applicant and $33 for two applicants. Prepare Assumption
Deposit for Finance from Word document and attach check to the bottom of Deposit,
and take to Finance, keeping a copy for the file, and a copy for SF Direct Originations
Bookkeeping. (Fees will be entered under #265003-90 for Credit Report and
#265004-90 for Flood Certification.) You will balance Assumption Fees at month
end with the SF Direct Originations General Ledger account under SF#265003-90 and
SF#265004-90.
Review all documents for signatures/initials as requested
Ensure all required documents are received, including the Property Settlement
Agreement, Sales contract (if needed), pay stubs, bank statements, borrowers
authorization for verification of employment, the IRS form 4506T, any required FHA
forms, any required VA forms, Affidavits of Seller/Borrower if
a purchase and any other documentation requested in the cover letter.
3. Enter all information from documentation received into Byte (income, assets,
debts, etc. not already entered).

4. Request copies of the Note, Deed of Trust, Appraisal and Flood certification

from the Records Room.
5. Pull a current payment history from the Alltel (Fidelity) System.
6. Request a VOE from the borrower’'s employer(s) for the last 2 years.
7. Request any other information needed from the borrower.

wnmn

Note: We will not move forward without receipt of funds for the credit report and flood
certification.

Complete processing the loan and prepare it for the Underwriter’s review.

Submit the loan to the Underwriter.
e If the Underwriter denies the loan, send a denial letter to the borrower.
¢ If the Underwriter approves the loan call the borrower and get the closing agerg’s nam
phone and fax #s.

The Closer will prepare preliminary closing instructions and fax/eman tbehe Closing
Agent, requesting items needed for review prior to preparing documents for settldrhe
Closer will request a payoff from the Servicing Department —Resgtross at extension 5760 -
and will supply that information to the Closing Agent. It should reflect the amount being
assumed and a breakout of the escrows which are to be reflected on the HUD | when the
purchaser is ‘buying’ the escrow account from the seller.
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Upon satisfactory review of requested documents, the Closer will prepare thg plaskage
and instructions to the closing agent:

1. Deed and Assumption Agreement (form provided to the closing agent; it is the
closing agent’s responsibility to prepare the document, completing where ngcessar

2. Certificate of Assumption (form provided to the closing agent; it is the closamg’ag
responsibility to prepare the document, completing where necessary)

3. Servicing Information Sheet

4. Cover Letter

The Closing Agent is to fax a copy of the completed copy of the HUD | Settlemesn8tdf a

copy of the completed Deed and Assumption Agreement and a copy of the completed t€ertifica
of Assumption for the Closer’s review. The HUD should reflect a transfer of esdronds (if

the parties have agreed that the escrow account will be transferred) andste@srasn the

attached fee sheet. Three business days must be allowed for documents to be reviewed and f
the Closer to overnight (at the closing agent’s expense) the original, executédiBy Deed

and Assumption Agreement. The Closer will give written approval to the Closing #gent
proceed once everything is reviewed and the Closing Agent has the original Deed and
Assumption Agreement in hand.

Once the closed package is received from the closing agent, the closer is to remove t
Processing fee check and give it to Direct Originations as it is their incomext Driginations

will complete an Assumption Deposit Form. Fill in the new borrower’s name and $taple t

check to the bottom of the form. Make 2 copies: a copy for assumption file and a copy for Direct
Originations for bookkeeping purposes for that particular month, so Direct Originadions ¢
balance with Finance.

The closer is to review the documentation to be retained, purge any unnecessary papers and s
the following to Servicing, Arlene Williams-Brown, Servicing Dept, VHDA, VHC:

Servicing Information Sheet and Certificate
Copy of the Deed

Copy of the front page only of the application
Copy of the check to VHDA (processing fee)
Copy of the release of liability in the file
Copy of new insurance

Mark the file closed in the Byte System. Servicing will change the borrowers oa the Alltel
(Fidelity) System and order coupons for the new borrower. The Deed and Assumption
Agreement goes to the Records Room.

Please note: if the loan is a VA loan, a copy of the completed file should be mailed to the
Veterans Administration. **Divorced veterans are to go through the VA directly.
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The servicing assumption paralegal is responsible for pre-qualifying the bg(speued
preparing the good faith & TIL. The file is forwarded to loan processing where itlgoegt
the Direct Origination loan processing and underwriting procedures. The filarisegto
servicing for closing.
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MILITARY GRANT FOR ACCESSIBLE MODIFICATIONS

Grants are available to servicemen or women who sustained injungdeivice in a combat
theatre of operations. Each grant is to be limited to $4,000 per progeroperties eligible
include homes and apartments in Virginia.

GRANTING FREEDOM POLICIES AND PROCEDURES
When grant application is received, we review the following:

Name, address, and phone number.

Look for the loan amount requested and if the property is rented or owned.

Next look for the modification needed.

If the property is rented, applicant needs to obtain written approvahdy

landlord and attach it to the application.

e Then look for the VA Certification. The application must be cedifby a
physical therapist, social worker, or doctor at one of the VA hosmtaehab
Centers; with their name printed, signed by the person giving thereaation,
their phone number and title.

e At the bottom the applicant must sign the application with their rank and date it.

After the Application has been reviewed and approved, we wilsend out a Grant
Confirmation within 10 business days.

e The applicant’'s name, address, phone number, e-mail address (if @yaaadl
fax number (if available) with the loan amount and property addrelss fitled
out.

e Give a date of 120 days from the date of the confirmation for thedpefitime
the funds will be available, and sign the Confirmation.

e Mail to the applicant with a W-9 federal tax form (Request Taxpayer,
Identification Number and Certification), together with a letéguesting the W-9
be returned with a copy of the cost estimate of the work for theficaiain. The
W-9 is to be filled out by the contractor or person doing the modification(s).

e Post the total of the grant on the EXCEL Spreadsheet where applicable.

Once we receive the Cost estimate and notification that the wiohas been completed by the
Applicant:

e We need to schedule an inspection to make certain all the work has bee
completed. We can use someone from VHDA, VFW posts, Americaror.egi
posts, RD Offices, or Appraisers willing to do it pro bono, etc.

e Inspection Report needs to have the address of the property, the modsicat
made and completed, the inspector’s signature, title, date, namerafyagnd
phone number in case we need to call for any reason.

e The applicant must sign the inspection.
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e The Inspection Report is to be mailed back to the Grant Administrator.

e If we have not received the cost estimate by the thifdl §8onth or within 90
days from the date of the Confirmation, we need to send a remindée to
Applicant.

e The Applicant can obtaione 60 day extension.

When we have received the inspection report:

e We will fill out a blue check request form for Finance (Suzanna Stallings), and
attach the W-9 to the check request.

e Finance (Suzanna) will send the check out to the contractor or pestsmh dn
the W-9 and Payee on the Check Request within 10 days.

e Finance (Suzanna) will deliver a copy of the check to the Grant Mslimator to
place in the file.

All papers are stapled together and the file is then closed.

We need to provide a monthly report to Greg Shelton of the Vetans Administration in
Roanoke to keep track of who is receiving the grants.

Greg’s address: 210 Franklin Road, Roanoke, VA 24011
E-mail address: www.greg.shelton@vba.va.gov

CDR Dave Julian of Military Severely Injured Center would also like to be given a
courtesy copy of the report each month. His address is:

CDR Dave Julian

Military Severely Injured Center

1525 Wilson Boulevard, Suite 225

Arlington, VA 22209

e-mail address: www.david.julian@militaryonedource.com
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Approving New VHDA lenders

1. Sandy Redd will be the point of contact for new Lenders inquiring about participation
in the VHDA Program. Contact may be by phone or e-mail.

The Application, Origination Agreement and Information Security Agreement ar
available on-line under “Becoming a VHDA Lender”.

Sandy and Lender Committee will screen the prospective lender directly and
determine whether they are a broker or a Lender. A broker only originates loans and
performs no underwriting, closing or post-closing duties. If the applicant is a lender
then we will determine if they have a DE underwriter and are VA automatic @hey c
approve FHA and VA loans directly in-house). We will then advise the prospective
lender of the following:

a. Lenders/Brokers will need to complete an application (there are different
applications for lenders and brokers) and sign a VHDA Originations agreement
(for lenders) or VHDA Broker agreement (for Brokers).

b. Lenders/Brokers will need to complete and sign an Information Security
Amendment.

c. VHDA will need a copy of their most recent audited financial statements;
as well as, proof of current Fidelity Bond and E&O insurance.

d. VHDA will need all other information requested on the application form.

e. Once approved Lenders/Brokers will have to complete VHDA training before
they can reserve and originate loans.

f. Advise Lenders of the difference between delegated and non-delegated approval.

g. They must be licensed to do business in the state of Virginia.

2. Sandy Redd will be responsible for the review of the application package to
determine that it is complete, all contracts are signed properly, finarunélgdod
(at least $ 500,000 net worth), insurance is current, etc. If additional information is
needed, Sandy will contact the lender and obtain the necessary information. Sandy
will check FHA Connect via Neighborhood watch and view their report on the lender
to ensure the Lender is in good standing with FHA. She will also check that he has all
of the managers’ names, branch managers, addresses, etc. If the applicant is a broker
then Sandy will work out a process to determine if packets are mailed to Brokers. We
will consider location, area of specialty, etc. when making the determination and
discuss with Managers whether or not we want to approve any additional brokers.
Normally we do not approve new brokers but we may want to consider it in some
cases (i.e.- minority broker, underserved area, etc.).

3. Staff will meet at least once a month to review potential applicants. Sandy
will make copies of application and route to Michele, Janice, Pat Hunter and Yolanda.
Once everyone responds that they have no issues with the Lenders/Brokers, Sandy
will generate the Approval Letter subject to training. Copies of the Origination
Agreement and Information Security Agreement will be sent with the appraeal let
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4. Sandy will send the Lender their approval letter, a copy of their Originating
Agreement if included in the original package and a blank Administrative Training
Contact form. Also copies of the approval letter should be distributed to Janice
Burgess, Sheila Pollard and Michele Watson.

Yolanda will set up the file and maintain the approval documentation.

5. The file should be maintained in a “Holding” Status until the training has been
completed. The BDO will send an e-mail to Janice, Sandy and Yolanda once training
has been completed.

6. Once training has been completed Yolanda will send an e-mail to SF Support with a
copy to SF Originations and Recipient’s of Originators memo with the completed
Lender Form attached. The e-mail should give them the VHDA lender number and
what type of approval they have (non-delegated vs. delegated) and what types of loans
they are approved to originate. Sandy will complete the Lender information form and
e-mail it to Yolanda. The e-mail should also state that the new lender needs to be set
up in Gallagher and put on the VHDA Internet site (VHDA.com).

7. Yolanda (with back up of Sandy) will enter the Financial , Fidelity bond and E&O
insurance information into the Net Oxygen compliance tracking system. The lorigina
signed Originations agreement should be filed with the others and kept in a secure,
locked filing cabinet. The original Information Security Amendment is then detiver
to the Legal Department (Fred Bryant) with a copy attached to the original
originations agreement.

8. For Annual Compliance responsibilities, Yolanda will receive the letters grinte
annually requesting updated Financials, Fidelity Bond and E & O insurance. This
letter is sent out three times in 30 day intervals. If there is no response wesdill ne
to develop a suspension letter which informs them that failure to send in the necessary
information will result in their inability to participate in the program.

9. For the time being Sheila has agreed to manage the Mergers and Acquisitions. We
will develop a set of procedures which must be followed by Staff to ensure continuity
for the Lender. This should include development of a letter and a report to track
acquisitions in progress.

Next Steps:

a. Note: the location of the printer will need to be modified to accommodate
Yolanda’s terminal for the annual letters.

b. We will need a report from Cognos for Yolanda and Sandy to check on
outstanding Lender documentation for the annual re-certification.

c. We will also need to develop the suspension letter if the Lender fails
to respond to our request for Annual Financials, E & O, and Fidelity Bond
insurance
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Business Systems

Inactivation of Lenders

Inactivating Lenders in Net Oxygen is used for 2 different reasons.

If a lender is extremely behind with post closing documents, Pat Hunter, with appooval f
Michele Watson, may request a Lender be inactivated in the reservations systaotomplish
this, SF Support inactivates the lender in Gallagher at the Lender level and the évahdhut
leaves lender contacts active so they will receive product updates. The interdiceastivate
the lender once they have resolved their post closing issues.

The second scenario is Lenders that need to contractually be inactivated due to lack of
production. Annually, SF Business Data Reporting Analyst will run a report indicatiic w

lenders have not met the contractual production numbers and forward that list of lendadyto S
Redd, Janice Burgess and Michele Watson. Sandy and Lender Committee will make the
decision about which lenders should receive a letter canceling their contract-+idth. V

Yolanda Dickerson will prepare the letters for Sandy’s signature. Thewuaitgive the lender

30 days to respond. It the Lender responds, Sandy and committee will determine theofalidity

the response and make the decision on cancellation of the contract. If the lenders do not respond
within 30 days, Yolanda will send an email to ITS SF support to inactivate the lender.

Revised April 2011
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