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Underwriting an ADULP

* Allapplications require manual underwriting.

* When underwriting an ADULP Loan, Underwriters must make a
reasonable and good faith determmation ofthe borrower’s ability to
repaythe loan.

* These determinations should be based on:
* Consideration ofthe borrower’s current or reasonably expected income.
* Debt obligations.
* Assets, ifapplicable.



Borrower Eligibility

* Borrowers must be a U.S. Citizen or non-U.S. Citizen, who are legally n
the US.

* The lender must make a determination ofthe non-U.S. citizen’s
eligibility based on the circumstances ofthe mdividual case, using
documentation it deems appropriate. Please refer to seller guide for
more details.

* Borrowers must be utilizing the subject propertyas their primaryplace
ofresidence.

* No co-signers or guarantors are allowed.

* Revocable Trust are acceptable and must have a minimum of 1 primary
beneficiary of the trust occupymgthe property.



ADULP 20 YR Amortized — Product 5009
ADULP 0% Defarred -Match

Transaction Type

*  Subordinate Mortgage

Interest Rate

*  Refer to MassHousing rate sheet

and 2% DPA or equity line, making sure the borrowsr mests all the

aligibility requirements.

Income Limits

*  Upto 125% of AMI

*  [ncome Limits

Occupancy Owener Occupied (Subject property must be the borrower’s current primary
residence)
Appraisal Full Appraisal Required

Closing Costs and Fees

Borrowers will be responsible for all closing
costs and fees (reasonable) which can ba
rolled into the loan

Required Documents and MassHousing
Forms

Click here for Document Loan Delivery Checklist and Doc Set LINK

Loan Limits Amartized:
# Detached wnit: $150,000 (Grid for ADU 0% Match Loan referenced below)
#  Attached unit: 100,000 (Grid for ADU 0% Match Loon referenced below)
Deferred {match):
®#  MH will match the ADU loan amount up to the values below:
¢ Detached unit: Up to maximum of 5100,000
@ Attached unit: Up to maximum of 550,000
Loan Term * Amaortized Loans -20 Year
* 0% Defarred Loans- Due upon payoff of ADULP Amaortized Loan
Property Type # 1 Unit
Partnars ] Lender

Right of Recission

Requirad

MassHousing Processing Fee

* 5300 - Amortized
*  NA - Deferred

Lender Faa

*  Originzgtion fee up to 175 basis points may be charged by the lender to the

barrower

Eligible Improvements

Construction of an ADU which is typically an additionzl living area
independent of the primary dwelling that may have been added to,
created within, or detached from a primary cne-unit dwelling. The ADU
must provide for living, sleeping, cooking, and bathroom facilities and be
an the same parcel as the primary one-unit dwelling.

Eligible Borrower

® Al owner-occupied 1 Unit incomes that meet the imcome limit guidelines

* Any person(s) who does not have an ownership interest in the property
should MOT be an any closing doouments or be a part of the loan
tranzaction.

* Trusts will be pre-reviewed by MassHousing.

® Life Estates are not eligible for thizs Program.

Contingency Fee

10% Contingency Required

Maximum Construction Timeframe

Baorrowears applying for mortgage financing have a maximum time limit
of six months from the Mote date to complete the work.

Credit Score

* 540

Max DTI

= 50%

Final Completion

Final Completion Documentation depanding on the repairs, i.e.
permits signed off by city/town, CO0, Completion Certificate if using
an Appraizal

Max LTV/CLTV

9 vased off oppraised value, “subject to” completion
*  95/55% (bazed off oo d value, by to” r]

Liem Position

®  The ADULP Loan Program has been designed as 8 sacond mortgage

loan program. MassHousing will assume a third position behind a 1+

Pre-Payment Penalties

N/A




Lender must obtain a tri-merged credit report for each borrower on the loan %_Eplic ation from data

provided by 3 national credit repositories: Equifax, Experian, or Trans Union. The Credit report must be

dated within 120 days ofthe Note date.

Minium Credit Score(s)
* Minimum Credit Score: 640

Non-Traditional/Alternative Credit
* Non-traditional/Alternative credit is not acceptable.

Bankruptcy/Foreclosure
 Abankruptcymust be fullydischarged two years prior to the note date ofthe subject loan.
* Aforeclosure must be completed at least four years prior to the note date ofthe subject loan.

Past-due, Collections and Charge-Offs of Non-Mortgage Accounts

* Accounts that are reported as past-due, not reported as collection accounts, must be brought current prior to
close. Delinquent credit that has the potential to affect lien position or diminish the borrower’s equity, must be
paid offat or prior to closing.

Encumbrances, Judgements and liens

e The Ag_encY_Will not considerloans for properties that have encumbrances including, but not limited to, tax liens,
municipal liens, attachments, or judgements.

* The satisfaction ofthese liabilities, along will verification of funds sufficient to satisfy these obligations, must be
documented and paid off priorto closingand use funds outside ofloan proceeds.



* A2-yearhistoryofstable employment and income 1s required,
with additional documentation needed for self-employed borrowers.

* Salaried Employee: Lender must obtain the Borrower's IRS W-2 forms,
forlast 2 years and current paystub with year-to-date figures. Paystubs
must be dated within 120 days ofthe Note date.

* Self-Employed: Lender must obtain 2 years signed federal income tax
returns with all applicable schedules; a year-to-date profit and loss
statement, ifat time ofapplication more than 120 days have elapsed
from the end ofthe tax year.

* Rental Income: 50% offar market rents.
* Netrental ncome willbe added to income from the subject property.

* Netrental income from another property owned by the borrower:

* Positive cash flow will be added to income.
* Negative cash flow will be added to debt.



Compliance Income

Borrower Annualized Income

* Income from all borrowers on the mortgage, note, and deed,
from all sources, annualized forward.

» All income must be considered whether you use to qualify or
not.

v' 50% of rental income from the subject property must be included in compliance income,
regardless if rental income was used to qualify.

v" Non-taxableincome: If income is grossed up for qualifying it must be included in total compliance
income calculation.

v Self-employed borrowers must provide a year-to-date profit and loss after April 15th.
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Compliance Income

There are two ways to determine compliance income

Earnings Statement AP

Period Beginning: 07/02/2023
Period Ending: 07/15/2023
Pay Date: 07/14/2023

1. Using a numbered calendar and the pay

period ending date, divide the number of
weeks by the total gross earings OR; g ‘

2. Utilize a constantdeduction on the

payStUbI SUCh as Dentall MEdlcaII Or Earningg rate  salaryhours this period year to date Other Benefits and
- : HH Regular 2769 .24 80.00 2,769.24 36,889 .44 Information this period total to date
Long Term D|Sab|||ty. Wknd Bon 916 .52 9,201 .26 Current Accrual 6.15
183.685.76 46,080.70  Group Term Life 6.50 84,28
Pto 44 .49
401K Er Match 110 .57
Deductions Statutory roae
Federal Income Tax -244 17 2,535.35 Important Notes
Social Security Tax =227 .90 2,848.53  YOUR COMPANY PHONE NUMBER IS 781-566-5066
D t I 8 81/123 34 — 14 . d Medicare Tax -53 .30 666,19
ental - o. 04 = pay perioas x MA State Income Tax 4159 .32 1,871.58  BASIS OF PAY: SALARY
2 (bi-weekly) = 28 weeks ‘ Othor_ - o s
ental Prefax -8 .81* . Additional Tax Withholding Information
46,090.70 (gross) [28 X 52 =85 597.01 Ee Vol Life 1.81 Taxable Marial Status:
’ Ma Fli -4 .05 51.18 EMA- il Single
Xempiions/ ances:
- Ma Mii -7 .67 96.74 MA: 1{Head of Houssheld)
Vision Pretax -7 .69" 107 .66
401K Traditiona =221 .15 2,765 .43
Checking 1 -2 ,499 B9
Savings 1 -250 .00
Net Gheck:: 4000
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https://www.calendar-365.com/2024-calendar.html
https://www.calendar-365.com/2024-calendar.html

Compliance Income

Recent raise scenario:

p/p ending 5/13 - 16,427.85/20 wks x 52 = 42,717.44

Base - $810/wk x 52 = 42,120
p/p ending 5/13 OT/other - 1,739.33/20 wks x 52 -

4,522.20
Total -46,642.20

Reminders:

» Compliance income must be the same or
higher than qualifying income.

* Provide Compliance income calculations
on 1008 or income calculation worksheet.

E""‘i"i" rarles [T M e [ L T
Haguilar 20 250 A . ) E10.0d0 14 &RH 52
Clyestimea 30 . Frsd 5,07 Zi5. 50 1.729.33
BN LKES 10 .00
Gross Pay 51,085.50 16,427 85
Deductions  Statutory
Federal Incoma Tax B4 D i.260.13
Sacial Security Tax E7 .30 1018 53
Kadicams Tae 15 T4 = |
MA State ncome Tax <50 .12 7548 .56
MA Fad Family Leave Ins =1.18 18.07
MA Pad Madcal Lesve Ins -2 26 37
e
BasicEELie -8 .18 183 B0
Met Pay 545,64
CHECEING -GA5 B4
Méd Check 50.00

Yowr fedeml taxable wages it pericd ara

£1.085 50

U

Earnings Statement

Period Beginning DEOTEA0ES
Period Erding 081 35H0E3
Hay Lalé U1 AR

Ortbss Danadlis  and

totdl 16 date

Information Hen peried
PTONSE: Aval 73.53
Toll His Worked 4807

Imporiani MNoles

COM2ANY PHER1 508 307 6535

BASES OF PARY: HOURLY

Additional Tax Withhelding Information

Tacalils klasisnl SZakas
MA Gingia

L S AR
FE i



* Borrowers maybe required to make a contribution towards the
construction cost when the loan is unable to support.

* The sources ofthese funds must be the Borrower’s own funds, gift
from a familymember, or grant from a non-profit or governmental
entity.



Assets cont.

* Llenderto collect two months bank statements with the most
recent dated withm 45 days ofapplication. Quarterly statements
must be dated with 90 days ofapplication.

* Verifications ofassets maybe dated up to 120 days before the
date ofthe note.

e Asset statements must clearly identify the borrower as the account
holder, include the account number, the transaction history from the
period covered by the statement(s) and the ending account balance.



Appraisal

* Lenders are required to obtain a full appraisal. The origal
appraisal must be no more than 4 months old from the date ofthe
note.

* The lender must ensure that the appraisalis complete
and accurate The appraiser must provide evidence to
support the opmion of value.

* Appraisals must be completed “Subject 10” completion ofthe
scope of work to be financed with the subject loan.



Underwriting Data Capture

* It 1s the responsibility of the lender underwriter to:

* Confirm that the credit underwriting
information entered mto MassHousing’s system 1s correct,
resources utilized are current and valid, and the decision is adequately
supported as outlined here and m our seller guide.



Deanna Ramsden: dramsden@masshousing.com
Sherri Melvin: smelvin@masshousing.com

Richard Petisce: rpetisce@masshousing.com
Kathy Holt: kholt@masshousing.com

Contacts



mailto:dramsden@masshousing.com
mailto:smelvin@masshousing.com
mailto:rpetisce@masshousing.com
mailto:kholt@masshousing.com

Final Thoughts

Questions
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