Mortgage

Financem

MPF® Program Quality Control
Updates and Trends

- m m mmommw s

April 22, 2025

3 [ AL IENII:']:



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.

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.

These materials should not be used in place of the MPF Guides. The MPF Guides and the Fannie Mae Selling
Guide are the governing documents and control in the event of discrepancies.

The official versions of all MPF Guides are available at www.fhibmpf.com or via AllRegs®.

All photos and illustrations provided by Shutterstock.

"MPF", "MPF Xtra", "eMAQCSplus” and "eMPF” are registered trademarks and the "MPF Mortgage
Partnership Finance” logo is a trademark of the Federal Home Loan Bank of Chicago.
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http://www.fhlbmpf.com/

This presentation provides information about

common MPF Program QC review exceptions.

The intent is to raise awareness and deliver
best practices for reducing exceptions.

The MPF Provider is not able to provide
advice on how to cure legal compliance
or other exceptions. For guidance on curing
exceptions, please consult with the
appropriate individual or individuals at your
organization.
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MPF Program Quality Control Updates



MPF Quality
Control Updates

A new review model is returning more exception
findings

Exception descriptions are more detailed, verbiage
may be slightly different than before

More exceptions related to compliance are being cited
To mirror the expanded exception findings, the QC

Documentation Checklist (Form OG4) has been
revised
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Loan documents must be submitted within 15
calendar days of the request date

The documents and Documentation Checklist
must be in PDF format

Please ensure all documents are legible

If IRS tax transcripts were not ordered as part
of your normal underwriting process, they
should be requested immediately upon receipt
of the QC request

Files must be uploaded via eMAQCS®plus
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Basic Checklist Reminders

MPF QC Documentation Checklist

o T e — e

Complete the checklist in full, select gogoma.:? B e
: ) Report & Cerlfcalionof Loan Disbursement 26-1820 i

either Included or N/A for all items on toangummaggeflgsi — I

the checklist Cerificate of Eligiiy Form26-1880 | 0| 0 _

S =T =

e —— T R

_ _

Send one legible copy of each applicable R ———S——— (- -~

Child Care Letter
d O C u m e n t Builder ID Letter for New Construction
Loan Analysis Worksheet 26-6393
12 month or life of loan mortgage history
Interest Rate Reduction Comparison
Assumption Policy Rider
Real Estate Docs

The comment section should be used to
communicate key details SRl okt g e W ok e Sl

Power of Attorney
Leasehold Agreement
PFl Comments

All documents and the checklist must be ‘ _ _
uploaded via eMAQCS®pIus » Tax tran_scrlpts have bet_en ordered and will
4

be submitted upon receipt

Deed of Trust Assignme | o | o |
Deed of Trust Allonge = =
[Deedof TrustEndorsement [ o [ O |
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New Exception Examples



Compliance Documentation

A Compliance section on the new O ,

.
checklist has been expanded to
accommodate additional exception D ocia Rt i Rk

ecision Support Tools

DEEUImENSS (el 17 G118 Searen sy
not apply to all loans/situations

requ ests Income calculation/liability worksheet - for all income types

Fraud Manager

Some items in the Decision Support 0
Tools may help address exceptions* ol S B = N =1

FraudPlus - B 0

QM Status repot | O | O |
[QMFindngs [ O [ O |
requirements, contact your legal or

compliance department

* Use of the listed Decision Support Tools is optional and not a requirement
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Common Exceptions
Loan Estimate (LE)

LE delivered only via e-mail
but there is no prior e-sign
consent in file; by regulation,
LE must be treated as not
delivered

LEs must be delivered (mailed
or electronic delivery) within 3
business days of the
application date

Example:

4321 Random Boulevard + Somecity, ST 12340 Save this Loan Estimate to compare with your Closing Disclosure.

Loan Estimate LOAN TERM 30 years
PURPOSE  Purchase
DATE ISSUED  2/15/2013 PRODUCT  Fixed Rate
APPUICANTS  Michael Jones and Mary Stone LOANTYPE X Conventional OFHA OVA O
123 Anywhere Street LOANID® 123456789
Anytown, ST 12345 RATELOCX (JNO M YES, untd 4/16/2013 at 5:00 p.m. EDT

456 Somewhere Avenue Before chosing, your interest rate, points, and lender credits con
Anytown, ST 12345 change unless you lock the interestrate. All other estimated
$180,000 desing costs expire on 3/4/2013 at 5.00 p.m. EDT

m Can this amount Increase after closing?

Loan Amount $162,000 NO
Interest Rate | 3.875% NO

Monthly Principal & Interest $761.78 NO
See Projected Payments below foryour
Estimated Total Monthly Payment
Does the loan have these features?

Prepayment Penalty YES - Ashigh as $3,240 if you pay off the loan during the
first 2 years

Balloon Payment | NO

Projected Payments

ometcsciton | etz s

Principal & interest §761.78 ’ $761.78

Mortgage Insurance + 82

Estimatod Escrow + 206 +
Amount con Increase overtime

—.—+—
et pa $1,050 ' $968
This estimate includes In escrow?

[x! Property Taxes YES
Estimated Taxes, Insurance -
& Assessments $206 (X Homeowner§ Insurance YES

Amcunt con increase over time amonth Clother:
See Section G on page 2 for escrowed property costs. You must pay for other
property costs separately.

Costs at Closing

Estimated Closing Costs $8,054 Includes $5,672 in Loan Costs + $2,382 in Other Costs - $0
in Lender Credits. See page 2 for detalls.

Estimated Cash to Close $16,054  includes Closing Costs. See Calculating Cash to Close on page 2 for details

Visit www.consumerfinance.gov/mortgage-estimate for general information and tools.
LOAN ESTIMATE PAGE 1 OF 3 « LOANID # 123456789
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http://www.consumerfinance.gov/mortgage-estimate

Common Exceptions
Closing Disclosure (CD)

Lender Real Estate Broker
(8) (s)

Ficus Bank Omega Real Estate Alpha Real Estate Epsilon Title Co.
Broker Inc. Broker Co.

'432! Random Blvd ‘ 789 Local Lane 987 Suburb Cr. 123 Commerce Pl.

Missing evidence that
borrower acknowledged
receipt of CD 3 business days

Somecity, ST 12340 Sometown, ST 12345 | Someplace, ST 12340 | Somecity, ST 12344

| | |

) } | Z765416 | 261456 | 261616
prior to closing | Samuel Green | Joseph Cain | sarah Arnold
Contact NMLS ID | 12345 | | |
gmmo ! ‘ P16415 ' PS5 1461 ’ PT1234
» Evidence of e-signature or hard e e ’ e P
copy (less likely) ficusbank.com epsilonttle.com
Phone 1234567890 1235551717 321-555-7171 987-555-4321
The loan closed before the end Conlirm Rocalpt
Of the Waltlng perlod B'yisi':n"i“ng,ywanmlycorﬁnningd\ayouhavomdwdﬁisfmkudonothavetoaaepnh&sIoanbe:ausoyouhavesimedovmdwd

« Again, if the file lacks evidence .
that the borrower OACE 5 OF 5.+ LOAN 1D # 125455700
acknowledged receipt of the CD
three days prior to closing, this
can present a problem
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Common Exceptions

Closing Disclosure

In the CD Escrow section,
You have an escrow
account indicated, but the
Escrowed Property Costs or
Escrow Payment = $0

Loan has escrow waiver and
CD shows non-escrowed,
but the Final CD disclosure
section was checked as
having an escrow account

o 2 This form is a statement of final loan terms and closing costs. Compare this
Closing Disclosure documentwithyourLoan Estimate.

Closing Information Transaction Information Loan Information
Date lssued 415/2013 Borrower  Michael Jones and Mary Stone Loan Term 30 years
Closing Date 415/2013 123 Anywhere Street Purpose Purchase
Disburserent Date  4/15/2013

Settlement Agent

File s

F. Prepaids

11 HomeownesS Insurance Premium ( 12 mo) to insurance Co.
12 Mortgage Insucance PFremium( mo)

12 Prepaid Interest (51744 per day frors 4/15/13 t© 5/1113)

14 Property Taxes ( 6 mo) to Aryy County USA

Monthly Principal & Interest G. Initial Escrow Payment at Closing

See Projected Payments below for your 11 Hormeowers Insussnce $10083 per month for 2 mo.
Essmated Total Monthly Payment 32 permonthfor mo

$10530 per month for 2 mo

Prepayment Penalty

Balloon Payment

Projected Payments
Payment Calculation

Mortgage Insurance 8235

Estimated Escrow 206.13
Amount con Increase over time

e $1,050.26

Escrow information
This estimate indudes ? -
CpmvadTomemncs | iy EPweyies must be consistent

Amaunt con increase over time amonth [x] Other: Homeowner s Assoclation Dues
See page 4 for details Sew Escrow Account on page 4 for detalls. You must pay for other property

costs separately.
Costs at Closing

Closing Costs $9,712.10  indudes $4,694.05 in Loan Costs + $5018.05 in Other Costs - 50
in Lender Credits. See page 2 for details.,

Cash to Close $14,147.26 includes Closing Costs. See Cakulating Cash to Close on page 3 for details,
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C omnmon E Xce pt i ons Closing Disclosure ot T s Capam

eR— S————— e

Closing Disclosure f..;":.: M e E,zi “::’Z'-" N
The amount of the periodic G N S
escrow payment in the = 3875% No
Projected Payments e
section does not equal the —— R ————
periodic escrow payment e we
shown on the associated loan
documentation

;4;;;:’:';;“ . $1,050.26

For example: the MI certificate e T
is missing, resulting in nothing e S ey

Insurance

to confirm the escrow payment Homeowners nsurance - efectngpremum |0 10
or; the monthly payment differs [Flood Insurance —refecing premum — | 5 | © |

Mortgage Insurance

from the amount disclosed in the
file documents
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Common Exceptions

Closing Disclosure

Initial CD was not
included

All versions of the CD are
required

Compliance

Initial and Final Loan Estimate

Loan Estimate - Proof of Delivery and Receipt (Signed
Closing Disclosure - all versions

Closing Disclosure - Proof of Delivery and Receipt (Signed)
Closing Disclosure - Seller, for all purchases

Notice of Intent to Proceed

Vendor Compliance Report, if available

Change of Circumstance

E-signature Certification of Completion (certification that provides proof to all
parties of the transaction, that includes information from the audit trail, illustrating
who signed, timestamps detailing when and where each person signed, and the
completed document itself)

Right of Rescission
Rate Lock Date or Rate Lock Agreement with borrower(s)

Homebuyer Education Certificate
List of Homeownership Counseling Organizations

QM Status report _-
[QMFindings @@ | O [ O |
QWPortsandfess | 5 | ©
ARWorehest | o | O

O
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Common Exceptions Fees paid directly to the lender

Fees where the borrower was not permitted

Closing Disclosure 4379 TBIEIEIEE to shop for the service(s)

Transfer taxes

When a fee or fees

increased beyond the Recording fees
_ y : :
zero or 10% cumulative Fees for 31 party services not paid to the
.. lender or an affiliate of the lender 10% Tol
tolerance limit, the 3rd party services where the borrower is o lol€rance

change was not re- permitted to shop from a written list of

disclosed or not service providers
disclosed within the
required timeframe

A valid reason for the No Tolerance
increase may also be
missing from the file
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Change of
Circumstance

Failure to provide
documentation related to a
valid change of
circumstance, including any
revised LEs and associated
supporting documentation

Compliance

Initial and Final Loan Estimate

Loan Estimate - Proof of Delivery and Receipt (Signed)
Closing Disclosure - all versions

Closing Disclosure - Proof of Delivery and Receipt (Signed)
Closing Disclosure - Seller, for all purchases

Notice of Intent to Proceed

Vendor Compliance Report, if available

Change of Circumstance

E-signature Certification of Completion (certification that provides proof to all
parties of the transaction, that includes information from the audit trail, illustrating
who signed, timestamps detailing when and where each person signed, and the
completed document itself)

Right of Rescission
Rate Lock Date or Rate Lock Agreement with borrower(s)

Homebuyer Education Certificate

List of Homeownership Counseling Organizations
QM Status report

QM Points and fees

ATR Worksheet

O
O
O
O

mpf
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Common Exceptions

Disclosures

Initial Disclosures

T - Initial Escrow Account Disclosure [ O | O |

When it is appll_c_able, 2 Affiliated Business Disclosure

copy of the Affiliated Temized Fee Worksheel — o [ O |

Business Disclosure must

- | Service Transferdiscosure [ O | O |

be provided

 Borrower's Authorizatons 00| O | O |

- Right to Receive copy of Appraisal/Appraisal Valuation Acknowledgement

Best practice: It your ntenttoProceed [ 0O | O |

organization does not have any

affiliated business Anti-Steering | O | O |

arrangements, select N/A and

dda i cornmentiontthe  Compliance Agreement | O [ O |

a )  Payment (First Payment) LettertoBorower | O | O |

checklist. If your system |USA Patriot Act InformationForm | O | O |

automatically prepares the Combined Disclosures
form, do not submit the blank

form
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Documentation
Inconsistencies

Failure to cross-check
calculations and qualifying
information across all
documentation

The information on the loan application (1003/65)
doesn’t match the Underwriting Transmittal
(1008/1077)

Income calculation worksheet doesn’t match the
1003/65 and/or 1008/1077

Information submitted to DU or LPA does not match
what is shown on the 1003/65, 1008/1077, or
qualifying documentation
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Omitting Liabilities and/or Income

Always explain or document why a
liability is being omitted from the
debt-to-income calculation

As a courtesy, if income isn’t needed
to qualify, add a note to the file so the
reviewer isn’t left guessing

On this same note, sometimes
documents are sent with no indication
of what exception they belong to, and

this can get very confusing for the
reviewer

mpf
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Income Calculators

Self-employment and rental
income calculations/
documentation are
consistently cited in the top
five list of quality control
exceptions found during post-
purchase reviews

Fannie Mae’s income calculator
can be found here:

Freddie Mac’s income
calculator is scheduled to
launch on May 11th!

Welcome

®

Start

o

Income Type

()

Reference Name

©

Length of Employment

(]

Desktop Underwriter

o

Business Structure

®

Select Tax Year
@ select Tax Forms
@8 Input Tax Data
2024 Forms
@ rorm 1040
@ Form10405ch1
@ Form 1040Sch E
@ k1
@ Form 1065
@ Losses And Expenses
2023 Forms
Form 1040
Form 1040 Sch 1
Form 1040 Sch E
K1
Form 1065
Losses And Expenses

@ Findings Report

| Income Calculator

Input Data: Form 1040 (2024)

For the income you want Income Calculator to evaluate, find IRS tax return form 1040 for 2024.

Provide all requested data exactly as it appears on the tax returns.
Line1a®

® Enter Total amount from Form(s) W-2, box 1

]

There is no amount on this line

Line1z©
® Enter Wages, Salaries, Tips, etc. (add lines 1a-1h)

There is no amount on this line

Line8®
® Enter Additional Income Schedule 1

-~ There is no amount on this line

Line9®

® Enter Total Income

There is no amount on this line

Line11®

® Enter Adjusted Gross Income

Reference Name: Bob's F

2% @ ®@ O

e oy —reamal v
E'1040 us. Indeua Income Tax Return
Ty —re—

Your st name and miade nte

Filing Status  J Single
D Married filing jontly (even if only one had income)
] Married fing sepavately MFS)
1 you checked the MFS box, enter the name of your spouse. If you checked the HOH or QS box, enter the chi's name i the
quaityng s chid but not your
3 ¥ treating & nonweaident sk or sk statue sy
their name (see instructions and attach statement f required): _

o AL sy S Guing 24, G Yu: ) recavs e & revard awrd, o payrar o popary of servies o ) o8

Assets ghange. o otherwise dispose of a digital asset (or a financial interest in a digital asset? (See instructions) (] Yes [INo
Standard  Som®Magggclaim: (] You as a dependent L] Your spouse as a dependent

Deduction [ Spouse ter™gg separate return or you were a dual-status aken

Age/Blindness You: (1] Were bom before JaNSWmgelo60 Dmm Spouse: [[] Was bom before January 2. 1960 [ Is biind

(3 Retatonshig | heck the box f qualies for (e nstnuctons
0y Chic tax credit

Total amount from Formis) W-2, box 1 (see instructions)
Househokd employee wages not reported on Formis) W-2
Tip income not reported on ine 1a (see instructions)
Medicaid waiver payments not reported on Formis) W-2 (see instructions)
Taxable dependent care benefits from Form 2441, ine 26
Employer-provided adoption benefits from Form 8839, fine 29
Wages from Form 8919, ne 6
‘Other eamed income (see instructions)
Nontaxable combat pay slection (see instructions)
Add ines 1a through Th
Tax-exempt interest
[sa] 1
[l 1
[ 5]
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Rental Income

and Other Real
 Fannie Mae’s calculator now includes rental income
Estate Owned « The wrong documentation is being used (leases vs. tax
return)
* Not following the requirements for the rental of a
departure residence
« Rental income webinar on May 14

Rental income is not calculated correctly

When the subject property is a second home

 The debt-to-income (DTI) housing ratio is using the
PITIA for the second home instead of the borrower’s
primary residence

« The PITIA for a second home should be included in the
borrower’s total DTI
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* Not considering how the income is
trending or not providing
documentation to demonstrate
that declining income has
stabilized

* Including income from a previous
employer when averaging

* Averaging declining income

We have a webinar on advanced variable income calculations
scheduled for May 22n, watch for an announcement!
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MPF Contacts and Resources

Keep up with MPF Program

guideline updates by subscribing to
MPF Announcements:

www.fhlbmpf.com

Watch our announcements for information about upcoming
eMAQCSplus enhancements.

A webinar is tentatively scheduled for June, more information
to come!
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MPF Program
National Education
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university

Attend an upcoming webinar

https://www.fhibmpf.com/education/upcoming-
webinars

Register for MPF University
https://www.fhibmpf.com/education/mpf-

university/mpf-universityregistration

MPF National Education
mpftraining@fhlbc.com
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