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“MPF” and MPF Xtra are registered trademarks of the Federal Home Loan Bank of Chicago and the “MPF Mortgage Partnership Finance” 
logo is a trademark of the Federal Home Loan Bank of Chicago.

About this Material

The information presented in these training materials is for general information only and is based on guidelines and 
practices generally accepted within the mortgage finance industry and is not intended to be all-inclusive. The MPF® Provider 
makes no representations or warranties of any kind with respect to the accuracy, completeness or suitability for any purpose 

of the information contained in this training. In addition, certain information included here speaks only as of the date or 
dates included in this communication, and the information in the communication may have become out of date.                  

The MPF Provider expressly disclaims all warranties, express or implied, including without limitation warranties of 
merchantability and fitness for a particular purpose regarding these materials and our training program. In no event will the 

MPF Provider be liable for any direct, indirect, incidental, punitive or consequential damages of any kind with respect the 
training or materials provided.  

All examples are hypothetical and are for illustrative purposes only. This training is not intended and should not be 
interpreted or relied upon as legal advice. We encourage you to seek advice from a qualified professional.
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Legal Disclaimer

The information presented in this presentation is for general information only and is based on guidelines and 
practices generally accepted within the mortgage finance industry and is not intended to be all-inclusive. MGIC 
makes no representations or warranties of any kind with respect to the accuracy, completeness or suitability for any 
purpose of the information contained in this presentation. MGIC expressly disclaims all warranties, express or 
implied, including without limitation warranties of merchantability and fitness for a particular purpose regarding 
these materials and this presentation. In no event will MGIC be liable for any direct, indirect, incidental, punitive or 
consequential damages of any kind with respect to the presentation or materials provided. All examples are 
hypothetical and are for illustrative purposes only. This presentation is not intended and should not be interpreted or 
relied upon as legal advice. We encourage you to seek advice from a qualified professional.
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Sandra Sweeney

Sandra Sweeney is a mortgage industry veteran with over 35 years 
of experience. Her varied roles in operations, loan origination, 
underwriting and management give her a deep understanding and 
appreciation for many roles present in the industry. Sandra rejoined 
MGIC in 2013 as an underwriter and recently transitioned to a full-
time Customer Trainer and training program developer. She 
currently facilitates many of the MGIC national webinar courses.

Sandra and her family reside by the water on Smith Mountain Lake, 
Virginia. In her free time, she enjoys boating, swimming, and hiking.



Julie Schneider

Julie Schneider brings over 35 years of residential lending experience to her 
training and education position at the Federal Home Loan Bank of Chicago. She 
has a strong background that includes nearly two decades as a top-producing 
loan originator and experience working in the title insurance industry. Julie is 
dedicated to sharing her knowledge to support the educational development 
and success of others. Julie holds an Accredited Mortgage Professional (AMP) 
certification from the Mortgage Bankers Association and from 2020-2022,she 
served as co-chair of the MBA’s Education Networking Group.

A resident of Chicago, Julie is a graduate of Lawrence University in Appleton, 
Wisconsin. She enjoys playing the oboe and taking pottery classes.



2024 Investor 
Guideline Changes and 

Clarifications
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$2,500 Down Payment Assistance

• Available under HomeReady® (MPF Xtra® product only)

• Purchase transactions only

• Loan deliveries after February 28, 2025, will require that at least one 
borrower be a first-time homebuyer

• The full $2,500 credit must be provided to the borrower and can be 
applied to down payment, closing costs, escrows, and MI premiums

• Available for loans purchased by February 28, 2026

Fannie Mae Lender Letter LL-2024-1 (updated Dec 5, 2024), MPF Announcement 2024-18

To qualify for the Very Low-Income Purchase (VLIP) credit, 
borrowers must have a qualifying income of less than or equal 
to ____ of the area median income (AMI)50%
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Trust Income

Fannie Mae SEL-2024-03, Freddie Mac Bulletin 2024-1, MPF Traditional Selling Guide 5.3.9.26 

In 2024, both Fannie and Freddie 
clarified their trust income guidelines

• Trust income may be fixed or fluctuating

• The trust agreement must be reviewed to 
determine the following: 
 the date of the trust 

 the type of income received

 payment amount

 payment frequency

Trusts can generate income through 
several ways including:

• Distributions that deplete the asset(s) 

• Rental income from real estate held in the 
trust

• Interest and dividends received on the assets 
in the trust
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Trust Income

• Copy of fully executed trust agreement 
specifying the fixed payment

• Copy of bank statements (or equivalent) 
showing receipt of the fixed payment for most 
recent one year*                                            

• Evidence of sufficient assets to support a 
three-year continuance*

• Use the fixed payment amount

Fluctuating Income
• Copy of fully executed trust agreement 

outlining payment terms

• Complete tax returns for most recent 2 
years 

• Evidence of sufficient assets to support 
continuance*

• Use a 24-month average based on the most 
recent 2-years tax returns

*When borrower is the trustee, a letter from the trustee is not acceptable

Fixed Income

Fannie Mae SEL-2024-03, Freddie Mac Bulletin 2024-1, MPF Traditional Selling Guide 5.3.9.26 
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Fannie Mae Self-Employed Clarifications

Borrowers with less than a 25% interest in a business

• If business tax returns are provided, an analysis of 
the business’s viability is not required 

• You may focus solely on the borrower’s share of 
business income shown on Schedule K-1

• Income reported on Schedule K-1 can only be 
considered if it’s been verified that the income was 
distributed to the borrower consistent with the level 
of business income being used to qualify, or the 
business has adequate liquidity to support the 
withdrawal of earnings

Fannie Mae SEL-2024-01, MPF Traditional Selling Guide: 5.3.9.22
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Freddie Mac Self-Employed Clarifications

Self-employed history of less than two years

• The borrower must have a combined two-year history of receiving income from 
their current self-employment and a prior job in the same or similar occupation 
or industry

• For qualifying, use the lesser of the stable monthly income from the new 
business or the stable monthly income earned from their previous occupation

Business structure changes

• If the business structure changed in the last two years (e.g., a sole proprietorship 
to an S-corporation), to consider them as the same business, there must be no 
change in the borrower’s percentage of ownership for the current and prior 
business structures

Freddie Mac Bulletin 2024-10, Fannie Mae Selling Guide B3-3.2-01, MPF Traditional Selling Guide 5.3.1
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Self-Employed Borrowers

Pop Quiz!

Cheryl’s business has been in existence for over 10 
years. In 2023 she changed the business structure from 
a sole proprietorship to a partnership. What tax returns 
are needed?

a. Since the business has been in existence for over 5 years, 
only the 2023 1040s and 1065s are required

b.   Two years of personal tax returns as well as 2023 1065s

The answer is b.

Freddie Mac Bulletin 2024-10, Fannie Mae Selling Guide B3-3.2-01, MPF Traditional Selling Guide 5.3.6
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Appraisals

Both Fannie Mae and Freddie Mac revised their 
definitions of market area and neighborhood

Match the term to the definition:

1. Market Area

2. Neighborhood

a. A congruous group of complementary land uses.

b. The geographic region, for a subject property, 
from which most demand comes and in which 
most of the competition is located. 

Fannie Mae SEL-2024-07, Freddie Mac Bulletin 2024-15, 
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Appraisals: Neighborhood Section

In November, Fannie Mae and Freddie 
Mac added requirements for the Trend 
of Neighborhood Property Values, 
Demand/Supply, and Marketing Time

The appraiser's analysis of the property value 
housing trend section (increasing, stable, 
declining) must include factual data from 
information sources such as, but not limited to: 

• market data 
• home price indices 
• multiple listing services 
• public records, and/or models

The trend indicated in the appraisal report must 
reflect the overall movement of the market 
based on a minimum of 12 months of data

Takes effect Feb 4, 2025

Fannie Mae SEL-2024-07, Freddie Mac Bulletin 2024-15
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Freddie Mac Income Clarifications

Fluctuating hourly employment earnings and additional fluctuating 
employment earnings – calculation methods and analysis

Freddie Mac selling Guide Sections 5303.2 and 5303.3 and 5303.4, MPF Traditional Selling Guide 5.3.1.2 

The degree of fluctuation and the length 
of receipt of the income must be 

considered when 
calculating income

Evaluate the income trend and use 
the amount that is most likely to 
continue for the next three years

Average the most recent year(s) and YTD income 
over the applicable number of months of required 

history (in some cases, the calculation may be 
based on a shorter period if written justification 

and/or documentation is provided)

The total number of months used in 
the calculation must be at least 

12 months
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Freddie Mac Income Trend Analysis

• Degree of fluctuation ≤ 10%: The income trend is 
considered consistent.  No additional analysis or 
documentation is required when calculating the 
qualifying income.

• Degree of fluctuation > 10% – ≤ 30%:   No additional 
analysis or documentation is required when the 
increase is supported by the documented income 
breakdown and/or verification of pay raise. 

• Degree of fluctuation > 30%: Additional analysis and 
documentation are required to determine income 
stability and develop an accurate calculation of 
qualifying income. 

Freddie Mac Bulletin 2023-22
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Freddie Mac Income Trend Analysis

Declining trend: 
• Use the YTD income and do not include the previous higher 

level unless there is documentation of a one-time occurrence 
(e.g., injury) that prevented the borrower from working or 
earning full income 

• Provide evidence that the borrower is back to their previous 
higher earning level

Declining trend > 10%:  
• Further analysis and additional documentation may be 

necessary to determine whether the income is stable

• Analysis must include the reason for the declining trend, and 
support that the current income has stabilized

Freddie Mac Bulletin 2023-22, MPF Traditional Selling Guide 5.3.1.2
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Rental Income Updates: Leases

Fannie Mae SEL-2023-09 and Freddie Mac Bulletin 2024-9, MPF Traditional Selling Guide 5.3.8.7

Fannie Mae and Freddie Mac: 
Old Guideline

• No evidence was required to verify 
that a lease was in effect

Fannie Mae and Freddie Mac: New Guideline

• The Comparable Rent Schedule (1007/1000) or Small 
Residential Income Property Appraisal (1025/70) must 
support the income reflected on the lease agreement 
OR

• Evidence the terms of lease have gone into effect using:
 2 months’ bank statements, copies of cancelled 

checks, or  electronic transfers of rent payments 
OR

 Copy of security deposit and 1st month’s rent check 
with proof of deposit
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Freddie Mac Rental Income Updates: Leases

Freddie Mac: Old Guideline

When there was a newly executed lease or no 
rental history, the lease must be for at least 
one year

Freddie Mac: New Guideline

If there is a newly executed lease or no rental 
history:

• Newly executed leases must have the first payment 
due no later than the 1st payment on the subject 
mortgage

• Transferring leases must be current and fully 
executed in the property seller’s name as the 
landlord

Freddie Mac 5306.4
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Freddie Mac – Departure Residence Conversion

Freddie Mac – Bulletin 2024-9, Fannie Mae Selling Guide B3-3.1-08, MPF Traditional Selling Guide 5.3.8.7

Pop Quiz!

Gary and Lucy have been living in Gary’s home. They are 
looking to purchase a home together. Gary wants to rent out 
his departure residence. Since moving in with Gary two years 
ago, Lucy has been renting out her condo.

Per Freddie Mac guidelines, do both Gary and Lucy need at least one 
year of property management experience to add any surplus rental 
income* to their qualifying income?

*Surplus rental income is the amount that exceeds the property’s PITIA (if any).

No.
Freddie Mac updated their guidelines to 
allow one borrower instead of all 
borrowers. If neither borrower meets the 
property management requirement, the 
PITIA can be offset but no surplus rental 
income can be added to the qualifying 
income

NOTE: Fannie Mae and the MPF 
Traditional Selling Guide just uses 
“Borrower” 
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Miscellaneous Updates: Freddie Mac

When considering income from non-arm’s length 
employment, Freddie Mac will now permit:

a. IRS wage and income transcript for the most recent year in 
lieu of tax returns 

b. Verification of Employment (VOE)
c. Paystubs and W2s

The answer is a.
Note: The documentation must validate prior year’s earnings from 
current employment and support current income level

Note: Fannie Mae is silent on this detail and requires 2 years of tax returns. 
However, Fannie Mae does permit transcripts in lieu of tax returns

Test Your Knowledge!

Freddie Mac – Bulletin 2024-10, MPF Traditional Selling Guide 5.3.1.4 
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Miscellaneous Updates: Fannie Mae

What documentation is needed to 
verify a rent credit?

 The rent/purchase agreement outlining the terms

 Bank statements evidencing the rental payments 
matching the terms outlined in rent/purchase agreement

 The credit is determined by calculating the difference 
between the market rent and the actual rent paid

Test Your Knowledge!

Fannie Mae updated their rent credit with 
an option to purchase guideline

What is the maximum number of months 
that can be used towards the credit? 

Answer: there is no longer a limit (it used 
to be 12 months) 
 

Fannie Mae SEL-2024-05, Freddie Mac 5501.3, MPF Traditional Selling Guide 5.9.13
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NAR Settlement

How does the NAR settlement and the 
realtor commission changes affect the 
mortgage industry?

• Partnership with realtors

• Educating borrowers

• Review of Buyer Agreement

• Compliance

• Interested party contributionshttps://www.nar.realtor/the-facts



2024 FAQs
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NAR Settlement

If my borrower signs a buyer’s 
agreement indicating that they will pay 
2% commission prior to signing a 
contract, must we verify an additional 
2% of assets?

Yes. 

https://www.nar.realtor/the-facts
https://www.nar.realtor/washington-report/fhfa-confirms-gses-guidance-on-ipcs

On a similar note, both Fannie and Freddie 
have announced that if a seller or seller’s 

real estate agent continues to pay the 
buyer’s real estate agent commission in 

accordance with local common and 
customary practices, these amounts are not 

required to be counted towards the 
Interested Party Contribution (IPC) limits for 

the transaction.  

https://www.nar.realtor/the-facts
https://www.nar.realtor/washington-report/fhfa-confirms-gses-guidance-on-ipcs
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Variable Income

True or False
If a borrower who is paid hourly with 
fluctuating hours recently received a raise, 
one method of calculating the qualifying 
variable income would be to multiply the new 
rate of pay by the average hours worked (as 
verified on the VOE)

False. Using hours from the VOE is not an 
acceptable approach

When the income is from a variable 
source and the borrower has received 
a recent raise, the lender can calculate 
the total hours worked YTD/prior year 
and multiply the resulting hours by the 

new hourly rate.  

Freddie Mac Selling Guide 5303.1, Fannie Mae Selling Guide B3-3.1-03, MPF Traditional Selling Guide 5.3.3
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Gifts

Can a borrower receive a gift of equity 
from a trust?

Yes. However, the trust must be 
established by a related person (as 
defined in the guidelines) or the estate 
of a related person

Freddie Mac 5501.3, Fannie Mae B3-4.3-04

Gifts from Trusts

For trusts established by an acceptable 
donor or estate, the gift letter must be 

signed by the donor and list the name of 
the trust or estate account
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Income Calculators

Is there an income calculator that is 
specific to farm rental income reported on 
IRS Form 4835?

Yes, with some modifications
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Income Calculators



Mortgage Guaranty 
Insurance Corporation

Income Calculators

https://www.mgic.com/training/self-employed-borrowers-302---looking-at-income-from-farming

https://www.mgic.com/training/self-employed-borrowers-302---looking-at-income-from-farming
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Assessing Business Liquidity

How is Assessing business liquidity useful?

1. Supporting use of ordinary income
2. Omitting mortgages due in less than one year
3. Establishing business stability
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Business Income

What steps can we take to determine 
business liquidity?
1. Look at the K-1 for supporting distributions

2. Conduct a liquidity test

• Complete a liquidity worksheet by reviewing 
Schedule L

• Request a current balance sheet from the business

• Review 3-6 months of business asset statements

https://www.mgic.com/training/magic-minutes-training-series/self-employed-borrowers

https://www.mgic.com/training/magic-minutes-training-series/self-employed-borrowers
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Liabilities

My borrower has an 
installment agreement with 
the IRS. Does it have to be 
paid in full at or prior to 
closing?

It depends.

You may consider the monthly plan payment in the borrower’s 
monthly obligations instead of paying it off in full if the 

following applies:

• There is no indication that a Notice of Federal Tax Lien has been filed

• Obtain the approved IRS installment agreement with the terms of 
repayment, monthly payment amount, and total amount due

• Provide evidence that the payments are current

• At least one payment must have been made prior to closing

Fannie Mae Selling Guide B3-6-07, Freddie Mac Selling Guide 5401.2, MPF Traditional Selling Guide 5.14.3.8



Check out the learning opportunities offered by 

       MPF National Education and MGIC

https://www.mgic.com/traininghttps://www.fhlbmpf.com

https://www.mgic.com/training
https://www.fhlbmpf.com/EDUCATION/Pages/MPF-Webinar-Calendar.aspx


MPF University

Register for MPF University for access to free, 
on-demand courses and the following MBA 
Certifications:

• Certified Residential Underwriter (CRU)

• Residential Certified Mortgage Servicer (RCMS)

• Certified Mortgage Compliance Professional (CMCP)

• Coming Soon! Residential Loan Processor (RLP)

https://www.fhlbmpf.com/education/mpf-university

https://www.fhlbmpf.com/education/mpf-university
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