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300 - FHA Loans

Product Description and Product Codes

Product
Description

Fixed and Adjustable Rate Loans that meet applicable Federal Housing
Administration (FHA) government guidelines.

IMPORTANT: Refer to the 4155.2 for all FHA guidelines not addressed in
this product summary.

Product
Highlights

FHA programs allow for low to moderate income homebuyers. High LTVs
are available.

Continued on next page
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Product Description and Product Codes, Continued

Product Codes The following Product Code Matrix outlines the applicable product codes
for Government Loan products. Loan Terms: FRM available loan terms
are included in the product code. (i.e., G30 is a FHA FRM, 30-year term
and G-15 is a 15-year FHA FRM).

Product Name Product Code Product Feature Options

FHA Fixed Rate –
GNMA I Pricing

G15 G30

FHA Fixed Rate –
GNMA I Pricing
NOTE: For loan

amounts >$417,000

G15HB G30HB

FHA Fixed Rate –
GNMA II Pricing

G15-2 G30-2

FHA Fixed Rate –
GNMA II Pricing
NOTE: For loan

amounts >$417,000

G15-2HB

G30-2HB

FHA Fixed Rate
Terms: 15; 30-year

High Balance
Terms: 15; 30-year

NOTE: Temporary Buydowns are not
available.

NOTE: Temporary Buydowns are
not available.

FHA Fixed Rate –
Streamline Refi

G15SR

G30SR

NOTE: High Balance loan amounts
are not permitted.

Continued on next page
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Product Description and Product Codes, Continued

2.00% Margin 2.25% MarginFHA ARM Rate

G03_2.00

G05_2.00

G03_2.25

G05_2.25

2.00% Margin 2.25% MarginFHA ARM Rate
NOTE:

For loan amounts
>$417,000

G03HB_2.00

G05HB_2.00

G03HB_2.25

G05HB_2.25

NOTE: Temporary Buydowns are
not available

NOTES: Interest only features and prepayment penalties are not available on government loans.

Continued on next page
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Product Description and Product Codes, Continued

Acceptable
Sections and
ADP Codes

The following FHA loans are eligible for funding to ClearPoint Funding
under the government loan products:

Section
of the Act

ADP
Code

Brief Description

703 Standard FRM203(b)

729 Standard ARM

703 Standard FRM &203(h) Disaster Housing

729 Standard ARM

734 Standard FRM for Condo234(c)

731 Standard ARM for Condo
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Underwriting Guidelines, Continued

Foreclosure A borrower whose previous principal residence or other real property was
a foreclosure or has given a deed-in-lieu of foreclosure within the previous
three (3) years is not eligible for a new FHA-insured mortgage.
NOTE: For cash out transactions with base loan amounts >$417,000, the
foreclosure release date must have been a minimum of 7 years prior to the
application.

Continued on next page
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Underwriting Guidelines, Continued

Mortgagee
Requirements

It is acceptable for the loan officer/broker and realtor to be employed by the
same company; however, they may NOT be one in the same persons.

NOTE: As a reminder to currently approved mortgagees and lenders,
HUD prohibits mortgage originators from also engaging in the sale or
solicitation of other financial or insurance products.

Continued on next page
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Employment and Income, Continued

Alimony and
Child Support

Alimony, child support or separation maintenance may be used to qualify
if borrower has received for last 3 months (unless DU/DO requires a
longer verification term) and proof of 3 year continuance.
NOTE: Properly documented child support may be grossed up under the
same terms and conditions as other non-taxable income sources.

Automobile
Allowances
and Expense
Account
Payments

Only the amount by which the borrower’s automobile allowance or
expense account payments exceed actual expenditures may be
considered income. The borrower must provide IRS Form 2106,
employee Business Expenses, for the previous two years to establish the
amount of income that may be added to gross income. The borrower also
must provide verification from the employer that these payments will
continue.

If these calculations show a loss, that amount must be treated as a
recurring debt. If the borrower uses the standard per-mile rate in
calculating automobile expenses, as opposed to the actual cost method,
the portion that the IRS considers depreciation may be added back to
income.

Additionally, the borrower’s monthly car payment must be treated as a
recurring debt; it may not be offset by the car allowance.

Commission
Income

Must be averaged over the most recent two years, signed tax returns and
most recent paystubs are required. Un-reimbursed business expenses
must be subtracted from gross income. Decreases from one year to the
next require significant explanation and documented compensating
factors to utilize.

Commission Income received more than one year but less than two may
be considered based on likelihood to continue and underwriter discretion.

Commissions earned for less than one year are not considered effective
income. Exceptions may be made for situations in which the borrower’s
compensation was changed from a salary to commission within a similar
position with the same employer.

Disability
Income

Disability Income may be verified with a recent copy of benefits letter and
confirmation of 3 year continuance.

Continued on next page
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Employment and Income, Continued

Rental Income
Overview

Rent received for properties owned by the borrower is acceptable if it can
be documented that the rental income is stable. Examples of stability
may include a current lease, an agreement to lease, or a rental history
over the most recent 24 months that is free of unexplained gaps greater
than three months. Students, seasonal, or military renters, or property
rehabilitation would provide such an explanation. A separate schedule of
real estate is not required for rental properties, provided all properties are
shown on the URLA.

IMPORTANT: Monthly rent amounts for which the borrower is collecting
or to collect must be reasonable and supported by actual market rents for
the area.

If the borrower resides in one or more units of a multiple-unit property
and charges rent to tenants of other units, that rent may be used for
qualifying purposes. However, projected rent of additional units only and
not the owner-occupied unit(s) may be considered gross income only
after deducting the HOC’s vacancy and maintenance factor. They may
not be used as a direct offset to the mortgage payments.

HUD Link for HOC Vacancy Factors:

http://www.hud.gov/offices/hsg/sfh/ref/sfh2-21u.cfm

Income from roommates in a single-family property to be occupied as the
borrower’s primary residence is not acceptable. Rental income from
boarders is acceptable if the boarders are related by blood, marriage, or
law. The rental income will only be considered effective income if shown
on the borrower’s tax returns; lease agreements will not constitute
sufficient documentation. Otherwise, the income only may be considered
a compensating factor and must be documented adequately.

Continued on next page
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Employment and Income, Continued

Tax Returns
for the Self-
Employed -
Partnership

A partnership is formed when two or more individuals form a business and
share in profits, losses, and responsibility for running the company. Each
partner pays taxes on his or her proportionate share of the partnership’s
net income.

Both general and limited partnerships report income on the IRS Form
1065; this form must be reviewed to assess the viability of the business.
The partner’s share of income is carried over to Schedule E of IRS Form
1040. Both depreciation and depletion may be added back to income in
proportion to the borrower’s share of income. However, income also must
be deducted proportionately by the total obligations payable by the
partnership in less than one year. The borrower’s withdrawal of cash
from the partnership may have a severe negative impact on the
partnership’s ability to continue operating and must be considered in the
analysis.













FHA Loans

ClearPoint Funding Lending Guide
Version 03/10/2010 REV 01/30/2012

FHA Loans
300-73

Equal Housing Lender. © 2011 ClearPoint Funding 4 Technology Drive, Suite 200 | Westborough, MA 01581. (877) 937-4887. Trade/service marks are the property of ClearPoint
Funding. Some products may not be available in all states. Information, rates and pricing are subject to change without prior notice at the sole discretion of ClearPoint Funding. All loan
programs subject to borrowers meeting appropriate underwriting conditions. Advertisement for Mortgage Professionals Only. This is not a commitment to lend. Other restrictions apply.
All rights reserved – 03/01/2011

Assets, Continued

Gift of Equity Only family members may provide equity credit as a gift on a property
being sold to other family members.

NOTE: Family member is specifically defined as a borrower’s child,
parent, grandparent, spouse, legally adopted child (including a child who
is placed with the borrower by an authorized agency for legal adoption),
and foster child(ren).

Collateralized
Loans

Funds can be borrowed for the total required investment as long as
satisfactory evidence is provided that the funds are fully secured by
investment accounts or real property. Such assets may include stocks,
bonds, real estate (other than the subject property), etc.

In addition, certain types of loans secured against deposited funds, such
as signature loans, the cash value of life insurance policies, loans secured
by 401ks, etc., in which repayment may be obtained through
extinguishing the asset; do not require consideration of a repayment for
qualifying purposes. However, in such circumstances, the asset securing
the loan may not be included as assets to close or otherwise considered
as available to the borrower.

An independent third party must provide the borrowed funds. The seller,
real estate agent or broker, lender, or other interested third party may
not provide such funds.

IMPORTANT: Unacceptable borrowed funds include signature loans,
borrowing against student loans, cash advances on credit cards,
borrowing against household goods and furniture and other similar
unsecured financing.

Loans from
Family
Members

Not Permitted.

Continued on next page
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Assets, Continued

Sales
Proceeds

The net proceeds from an arms-length sale of a currently owned property
may be used for the cash investment on a new house. A fully executed
HUD-1 Settlement Statement must be provided as satisfactory evidence
of the cash sales proceeds accruing to the borrower. If the property has
not sold by the time of underwriting, loan approval must be conditioned
upon verifying the actual proceeds received by the borrower.
Documentation on both the actual sale and sufficient net proceeds
required for settlement must be provided.

Sale of
Personal
Property

If the borrower intends to sell personal property items (cars, recreational
vehicles, stamps, coins, baseball card collection, etc.) to obtain funds
required for closing, the borrower must provide a satisfactory estimate of
their worth, in addition to conclusive evidence the items have been sold.
The estimated worth of the items being sold may be in the form of
published value estimates, such as those issued by automobile dealers,
philatelic (stamps) or numismatic (coins) associations, or a separate
written appraisal by a qualified appraiser with no financial interest in the
loan transaction. Only the lesser of this estimate of value or the actual
sales price is considered as assets to close.

IMPORTANT: Borrower must provide sufficient documentation of asset
ownership prior to the sale.

Employer’s
Guarantee
Plans

If the borrower’s employer guarantees to purchase the borrower’s
previous residence as the result of relocation, the borrower must submit
evidence of the agreement and the net proceeds must be guaranteed.

Continued on next page
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Assets, Continued

Commission
from Sale

If the borrower is a licensed real estate agent entitled to a real estate
commission from the sale of the property being purchased, that amount
may be used for the cash investment with no adjustment to the maximum
mortgage required. A family member entitled to the commission also
may provide gift funds to the homebuyer.

Real Estate
Commissions

Any aggregate real estate commission including a “bonus” greater than
8% is considered a sales concession and that commission and/or bonus
amount over 8% must be deducted from the sales price.

The appraiser is required to disclose whether the purchase contract was
reviewed and, if so, comment on any excessive sales commission. Any
excessive sales commission should be taken into consideration when
arriving at the final value.

Disaster Relief
Grants and
Loans

Grants or loans from state and federal agencies, such as FEMA, that
provide immediate housing assistance to individuals displaced due to
natural disaster may be used for the borrower’s cash investment.
Secured or unsecured disaster relief loans administered by the Small
Business Administration (SBA) also may be used. IMPORTANT:
However, it is not acceptable if the SBA loan will be secured against the
property.

Continued on next page
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Assets, Continued

Cash
Accumulated
with Private
Savings Clubs

Some borrowers may choose to use non-traditional methods of saving
money by making deposits into private savings club. Often these private
savings clubs pool resources for use among the membership.

If a homebuyer claims that the cash to close a FHA-insured mortgage is
from savings held with a private savings club, the borrower must be able
to adequately document the accumulation of those assets with the club.
While such clubs are not supervised banking institutions, the clubs must –
at a minimum – have account ledgers, receipts from the club, verification
from the club treasurer, and identification of the club so that the
information can be re-verified. It must also be determined that it was
reasonable for the borrower to have saved the money claimed and that
there is no evidence these funds were borrowed with an expectation of
repayment.

Continued on next page
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Liabilities, Continued

Installment
Debt

Payments on all installment debts with more than 10 months of payments
remaining must be included in the DTI calculation. The only exception to
this policy is that payments on all automobile and non-automobile leases,
regardless of the remaining number of payments, must be included in the
calculation of recurring monthly expenses. Installment debts being paid
off do not need to be included in the total debt ratio.

Monthly
Payments for
HELOCs

If the subordinate financing is a HELOC secured by the subject property,
(new or the subordination of an existing HELOC or frozen HELOC) monthly
payments equal to 1% of the recorded total line amount must be used in
qualifying the borrower regardless of whether the HELOC has a zero
balance or a balance greater than zero.

Student Loans See projected obligations.

Auto Leases Regardless of remaining term, the auto lease payment will be included in
the borrower’s qualifying ratio.

Continued on next page
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Refinances, Continued

Mortgage
Calculation -
No Cash Out
Refinance,
continued

If the property was acquired less than one year before loan application
and not already FHA insured, the maximum insurable mortgage is the
lower of:
(A) Lesser of Original Sales Price Plus repairs (if applicable) paid after the
purchase and documented in the file OR Appraised value times 97.75%
OR
(B) sum of the existing indebtedness and related closing costs and
prepaid expenses for the refinance (see previous section

NOTE: The maximum loan limit for the county area may not be
exceeded.

Inherited
Property

FHA cash-out refinance loan requires the borrower to be on title of subject
property for a minimum of six months. In addition to this scenario, the
borrower must have immediately occupied the subject as their primary
residence after inheriting the property. If the borrower used the subject
as an investment property after inheriting, then they would have to wait
12 months in order to do a cash-out refinance. A Rate & Term refinance
option might be possible in this scenario if the LTV was limited to 85%
and the borrower was able to verify occupancy requirements.

Continued on next page
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Refinances, Continued

Continued on next page

FHA Maximum Mortgage Calculation Worksheet Rate & Term Refinance Transactions

Borrower Name(s): Loan #: FHA Case #:

1st CALCULATION - LTV Limitation

1. Appraised Value* * 0.9775 $

* Use Lesser of Sales Price or Appraised Value if property is owned less than 1 year prior to loan application & loan is not FHA insured.

2. 1st Calculation Maximum Base Mortgage: 1. $
2nd CALCULATION - Existing Debt Calculation

1. Unpaid Principal Balance (plus up to one month of
monthly MIP + 60 days interest charged by servicing
lender for the current month+ late charges + escrow
shortages (may not include delinquent interest)

$

2. Plus Junior Liens Over 12 Months Old $

3. Plus Allowable Borrower-Paid Closing Costs,
Discounts, Accrued Late Charges and Escrow
Shortages

$

4. Plus Prepaid Expenses (per diem interest to end of
month on new loan + hazard insurance deposits+ real
estate tax deposits needed to establish the escrow
account) $

5. Plus repairs required by the appraisal that will be paid
by the borrower $

6. Minus Lender credit for closing costs and prepaid
expenses

$

7. Subtotal $
8. Minus LESSER of:

a. Unearned UFMIP Refund (from
FHA Refinance Authorization or
appropriate MIP Refund
Schedule)

$

- OR -
b. New Estimated UFMIP $

c. Maximum UFMIP (lesser of a or b) $( )
9. 2nd Calculation Maximum Base Mortgage: 2. $

3rd CALCULATION

1. Statutory Limit for County $
2. 3rd Calculation Maximum Base Mortgage: 3. $

MAXIMUM BASE MORTGAGE $ Based on the lesser of calculations 1, 2 or 3

Plus UFMIP $ (Maximum Base Mortgage x UFMIP factor
based on when case # was ordered – refer
to UFMIP chart)

TOTAL NEW MORTGAGE AMOUNT: $ (Must be <= 100% of the Appraised Value)
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Property Requirements, Continued

Acreage ClearPoint Funding will permit up to 15 acres; in all cases, the lot size
must be typical for the area as supported by strong comparables.

The appraiser must address site values and land to value ratios. In areas
that are built up 25% or more, the property’s land to value ratio must be
consistent with other properties in the area.

In areas that are built up less than 25%, the property’s land to value ratio
must also be consistent with other properties in the area, but should not
exceed 40%.

NOTE: The appraisal must include the actual size of the site and not a
hypothetical portion of the site; the appraised value must reflect the
entire parcel/site. The appraiser must consider all acres of the subject
property and comparables must be of similar size to establish
marketability.

Working Farms, ranches, orchards, commercial operations or those with
agriculture tax exemptions regardless of income producing status are not
eligible.

Multiple
Parcels

When the subject property consists of more than one parcel of real
estate, the parcels must be adjoining and zoned as “residential”. Only
one parcel may have a dwelling unit and the mortgage must be a valid
first lien on each parcel. For example, the mortgage may be secured by
two parcels – one parcel on which the Borrower’s residence is located and
another adjoining parcel that can have either no improvements or limited
non-residential improvements (such as a small garage). Separate tax
parcels within one deed are acceptable; two separate deeds are not
acceptable.

Continued on next page
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Property Requirements, Continued

Checklist:
Proposed
Construction
Properties

Required exhibits to be included in case binder must be completed, signed
and dated by the appropriate parties. Proposed Construction is defined as
properties appraised prior to the start of construction. The site photos
included with the URAR should reflect a vacant lot or site trenched and
formed, prior to pouring of the foundation footing. Since the appraisal is
being completed prior to the start of construction, the pre-approval
requirement is satisfied.

HIGH RATIO (over 90% LTV) LOW RATIO (90% or less LTV)
URAR, with all standard exhibits, including the cost
approach.

URAR, with all standard exhibits, including the cost
approach.

HUD-92541 (4/01) Builders Certification of Plans &
Specifications and site.

HUD-92541 (4/01) Builders Certification of Plans &
Specifications and site.

HUD-92544 (8/92)) Warranty of Completion of
Construction

HUD-92544 (8/92)) Warranty of Completion of
Construction

Inspections-

All 3 FHA Compliance Inspections (*HUD-92051)*,
OR

Building Permit & Certificate of Occupancy, OR

Final Inspection & 10-year Warranty.

Inspections-

All 3 FHA Compliance Inspections (*HUD-92051)*,
OR

Building Permit & Certificate of Occupancy, OR

Final Inspection.

PEST CONTROL – In those geographic areas favorable
to termite damage.

NPCA-99a (1/99) – Subterranean Termite Treatment
Builders Certification & Guarantee; and

NPCA-99b (2/97) – New Construction Subterranean
Termite Soil Treatment Record, if soil treatment; or

NPMA-99a & NPMA 99b

PEST CONTROL – In those geographic areas
favorable to termite damage.

NPCA-99a (1/99) – Subterranean Termite
Treatment Builders Certification & Guarantee; and

NPCA-99b (2/97) – New Construction Subterranean
Termite Soil Treatment Record, if soil treatment; or

NPMA-99a & NPMA 99b

INDIVIDUAL SEWER/WELL SYSTEMS – If applicable,
evidence of approval from Local Health Authority.

INDIVIDUAL SEWER/WELL SYSTEMS – If applicable,
evidence of approval from Local Health Authority.

Compliance Certification completed by a FHA Fee
Inspector (carpet identification, manufactured
warranties, insulation)

Compliance Certification completed by a FHA Fee
Inspector (carpet identification, manufactured
warranties, insulation)

Note 1 – Includes loans subject to an Early Start Letter, provided the case number and early start letter were issued prior to start
of construction, all conditions complied with if these conditions not complied, a 10-year warranty is required.

*HUD-92051 – Compliance Inspection Report(s). The reports must be properly completed and signed by the FHA Compliance
Inspector and DE underwriter. The final inspection report indicates the property improvements acceptable completed with color
photos of each diagonally opposite front and rear corner of the house reflecting adequate grading and drainage

Continued on next page
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Property Requirements, Continued

Checklist:
Under
Construction
Properties

Required exhibits to be included in case binder must be completed, signed
and dated by the appropriate parties. Under Construction is defined as
properties that are not complete at the time of the appraisal. Under
Construction status is in effect with the first placement of concrete
through the point of being 100% complete. Site photos included in the
URAR should reflect this status.

HIGH RATIO (over 90% LTV) LOW RATIO (90% or less LTV)
URAR, with all standard exhibits, including the cost
approach.

URAR, with all standard exhibits, including the cost
approach.

HUD-92541 (4/01) Builders Certification of Plans &
Specifications and site.

HUD-92541 (4/01) Builders Certification of Plans &
Specifications and site.

HUD-92544 (8/92)) Warranty of Completion of
Construction

NOT REQUIRED

Inspections-

Final by FHA Compliance Inspector (*HUD-92051) OR

If pre-approved, BOTH Building Permit & Certificate of
Occupancy (or equivalent).

Inspections-

Final by FHA Compliance Inspector (*HUD-92051)
OR

Building Permit & Certificate of Occupancy (or
equivalent)

10 Year WARRANTY – Evidence of acceptance from
HUD approved 10-year warranty plan is required if
property was not pre-approved. (Building Permit &
Certificate of Occupancy)

NOT REQUIRED

PEST CONTROL – In those geographic areas favorable
to termite damage.

NPCA-99a (1/99) – Subterranean Termite Treatment
Builders Certification & Guarantee; and

NPCA-99b (2/97) – New Construction Subterranean
Termite Soil Treatment Record, if soil treatment; or

NPMA-99a & NPMA 99b

PEST CONTROL – In those geographic areas
favorable to termite damage.

NPCA-99a (1/99) – Subterranean Termite
Treatment Builders Certification & Guarantee; and

NPCA-99b (2/97) – New Construction Subterranean
Termite Soil Treatment Record, if soil treatment; or

NPMA-99a & NPMA 99bTreatment Record, if soil
treatment.

INDIVIDUAL SEWER/WELL SYSTEMS – If applicable,
evidence of approval from Local Health Authority.

INDIVIDUAL SEWER/WELL SYSTEMS – If applicable,
evidence of approval from Local Health Authority.

Compliance Certification completed by a FHA Fee
Inspector (carpet identification, manufactured
warranties, insulation)

NOT REQUIRED

*HUD-92051 – Compliance Inspection Report(s). The reports must be properly completed and signed by the FHA Compliance
Inspector and DE underwriter. The final inspection report indicates the property improvements acceptable completed with color
photos of each diagonally opposite front and rear corner of the house reflecting adequate grading and drainage

Continued on next page
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Property Requirements, Continued

Checklist:
Existing, Less
than One Year
Old

Required exhibits to be included in case binder must be completed, signed
and dated by the appropriate parties. Existing properties less than 1 year
old are properties that are 100% complete at the time appraisal
performed. The determination date for “less than 1 year old” is the
earliest date of the Certificate of Occupancy, date of final approval
reflected on the Building Inspection Card, or date of a letter from a local
or state authority showing the completion of construction.

HIGH RATIO (over 90% LTV) LOW RATIO (90% or less LTV)
URAR, with all standard exhibits, including the cost
approach. Appraiser to insert month and year
completed in the “Age” section.

URAR, with all standard exhibits, including the cost
approach. Appraiser to insert month and year
completed in the “Age” section.

HUD-92541 (4/01) Builders Certification of Plans &
Specifications and site.

HUD-92541 (4/01) Builders Certification of Plans &
Specifications and site.

HUD-92544 (8/92)) Warranty of Completion of
Construction

NOT REQUIRED

Inspections-If the property is 100% complete at the
time of appraisal then the **URAR may serve as the
final inspection; see below.

If pre-approved, BOTH Building Permit & Certificate of
Occupancy (or equivalent).

Inspections-If the property is 100% complete at the
time of appraisal then the **URAR may serve as
the final inspection; see below.

10 Year WARRANTY – Evidence of acceptance from
HUD approved 10-year warranty plan is required if
property was not pre-approved. (Building Permit &
Certificate of Occupancy)

NOT REQUIRED

PEST CONTROL – In those geographic areas favorable
to termite damage.

NPCA-99a (1/99) – Subterranean Termite Treatment
Builders Certification & Guarantee; and

NPCA-99b (2/97) – New Construction Subterranean
Termite Soil Treatment Record, if soil treatment; or

NPMA-99a & NPMA 99b

PEST CONTROL – In those geographic areas
favorable to termite damage.

NPCA-99a (1/99) – Subterranean Termite
Treatment Builders Certification & Guarantee; and

NPCA-99b (2/97) – New Construction Subterranean
Termite Soil Treatment Record, if soil treatment; or

NPMA-99a & NPMA 99b

INDIVIDUAL SEWER/WELL SYSTEMS – If applicable,
evidence of approval from Local Health Authority.

INDIVIDUAL SEWER/WELL SYSTEMS – If applicable,
evidence of approval from Local Health Authority.

Compliance Certification completed by a FHA Fee
Inspector (carpet identification, manufactured
warranties, insulation)

NOT REQUIRED

**URAR – Appraisal may serve as final inspection if the property is 100% complete at the time of appraisal with no conditions.
The appraiser is to provide photos of each diagonally opposite front and rear corner of the house reflecting adequate grading and
drainage. Appraiser is to verify general conformance with Plans & Specs. (Refer to HUD Handbook 4145.1 REV-2, Section 6-
3.A.3).

Continued on next page












