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Conventional Program Overview

*Neither Chenoa Fund, CBCMA nor any of their products are approved by or affiliated with
Fannie Mae®. It is the originating lender’s responsibility to ensure that the use of CBCMA
second mortgages, the CBCMA first mortgage, and combination of the CBCMA first and
second mortgages are compliant with Fannie Mae® requirements. All other program notes
or posted guidelines are overlays of Chenoa Fund, CBCMA.

CBC Mortgage Agency offers 97% LTV conventional mortgage financing under Fannie
MaeisE HomeReadyE program for low to moderate income borrowers, with expanded
eligibility for homes in low-income communities. For those borrowers who do not fit the
HomeReady criteria but may not have the resources for a larger down payment on a home
purchase, CBC Mortgage Agency offers a conventional standard 97% loan-to-value
program.

The HomeReady® Program

Except for exclusions noted under the CBC Mortgage Agency Overlay Matrix,
adhere to Fannie Mae® Selling Guide and all DU® findings for borrower
underwriting and property eligibility requirements - Fannie Mae® Selling Guide
HomeReady® Underwriting Options

Income Eliqibility

For the HomeReady® program, the income eligibility requirement is 100 percent of the area
median income (AMI) for the propertyis location or no income limit (for low-income census
tracts)

Use Fannie MaeisE Income Eligibility Lookup tool to look up census tract income eligibility
by property address or by entering the 11-digit Federal Information Processing Standards
(FIPS) code. Eligibility by census tract is shown in the Income Eligibility by Census Tract
Lookup and income eligibility is identified in Desktop Underwriter® (DU®)*.

For loan case files underwritten through DU®, income eligibility is determined by DU®. A
field on the Additional Data screen in Desktop Originator® (DO®) User Interface provides
the ability to enter census tract information if DU is unable to standardize the property
address.
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Loans must be uploaded in accordance with CBC Mortgage Agencyis specific stacking order
(see CBC Mortgage Agency Stacking Order and Checklist) and will be reviewed by CBC
MORTGAGE AGENCYis due diligence team in a timely manner after receipt and the
correspondent will be notified of any issues which impact CBC MORTGAGE AGENCYis ability
to purchase the mortgage loan through the posting of conditions on the Client Site.

Deficiencies may include, but are not limited to, any issues which impair CBC MORTGAGE
AGENCYis ability to service or sell the mortgage loan.

Loans Where Property Taxes Are Due the Following Month After Purchase

If a property tax payment is due in the month following the date of our loan
purchase or before, CBCMA must have proof taxes were paid before we will
purchase the loan. (Updated & Revised 12/15/18)

Exceptions to this rule may apply, if:

e The county has not opened up the tax period or released updated tax due and
payable;

Interest Credit Option

Loans disbursed up to the seventh day of the month may use an interest credit option.

Documentation -General Reguirements

CBC MORTGAGE AGENCY requires that each loan conforms to and complies with all
applicable HUD/FHA underwriting, lending, selling and servicing requirements, and all Ginnie
Mae requirements for the inclusion of the mortgaged loan in a Ginnie Mae MBS pool. In
addition to all FHA credit qualifying and documentation requirements, the loan must also
include:
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CBC MORTGAGE AGENCY requires the original final Collateral Documents, with exception of
Mortgages (Deeds) that are pending recordation in the appropriate jurisdiction, for which a
Certified True Copy shall be provided.

The original collateral package is reviewed by CBC MORTGAGE AGENCY prior to the
Mortgage Loan being approved for purchase. Any deficiencies are noted as Loan Conditions
in the Client Site. Collateral conditions for corrected or additional original documents should
be sent to CBC Mortgage Agency and a copy of the document uploaded to the Client Site.

Each loan purchased by CBC MORTGAGE AGENCY requires that all final closing
documents must be aged and delivered no greater than 85 days (60 days for FHA
MIC) of the purchase of such mortgage loan. If complete documentation is not
received within 85 days (60 days if FHA MIC) period, CBCMA may require Seller to
incur a delivery fee and / or repurchase the mortgage loan 7 (New as of 5/15/19)

CBC MORTGAGE AGENCY advises Correspondents to utilize express shipping service to track
shipments and ensure timely delivery of the original Note, collateral package, and trailing
documents.

Shipping for Collateral and Trailing Docs:
CBC MORTGAGE AGENCY

912 W. Baxter Drive, Suite 150

South Jordan, UT 84095

Email Contact: http://finaldocs@chenoafund.org

PURCHASE REVIEW STATUS

Correspondents can access the status of their loans through CBC MORTGAGE AGENCYis
Client Site, http://chenoafund.org.

Loans uploaded to the Client Site are reviewed by the CBC MORTGAGE AGENCYis due
diligence team concurrently with its Partner Investors to whom loans are ultimately sold.
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Once due diligence reviews are completed by CBC MORTGAGE AGENCY and Investor,
Correspondents will be notified via email by CBC MORTGAGE AGENCY{s Purchase Clearing
Team and all conditions will be available for viewing on the Client Site.

Correspondents have the ability to directly communicate with the CBC MORTGAGE
AGENCYis due diligence reviewers to obtain clarification or dispute specific conditions using
the Escalation Process on the Client Site.

The CBC MORTGAGE AGENCYis Purchase Clearing Teamis priority and primary function is to
assist and expedite the purchase of Correspondentis loans. While the Purchase Clearing
Team does not have the ability to waive or clear conditions, they are a critical conduit and
act as personal liaison to the Correspondent for due diligence and investor communications.

While the purchase clearing team is a great resource, they do not set the conditions nor can
they clear most conditions. The fastest method to address gquestions regarding conditions
or to request expedited reviews, waiver of outstanding conditions or to request information
from the reviewer is to utilize the Escalation Log found on the website inside each individual
transaction.

Contact for CBC MORTGAGE AGENCYis Purchase Clearing Team:

http://purchaseclearing@chenoafund.org

EARLY PAYMENT DEFAULT

An early payment default for the purpose of the Agreement between Correspondent and
CBC MORTGAGE AGENCY is defined as any of the first six (6) payments due on the
Mortgage Note that becomes thirty (30) calendar days or more delinquent from the date of
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and comments should be written in a manner that is appropriate to share with the borrower
when required under the applicable law.

New: "In order to confirm an accurate Notice of Transfer of Servicing, "Good Bye
Letter” CBCMA requires a sample copy of the Notice of Transfer of Servicing to be
included in the loan package at time of delivery.” (For all 1st mortgages)

CBC MORTGAGE AGENCYis address and contact information to be used for Notice of
Transfer of Servicing, iGoodbye Lettero for the 1st mortgage, is as follows:

CBC Mortgage Agency

Attn: Loan Servicing Payment
660 E Franklin Rd., Suite 130
Meridian, ID 83642

Toll free phone number: (866) 563-3507. Payments may also be made online at
http://chenoafund.org/

CBC MORTGAGE AGENCY{S address and contact information to be used for the Notice of
Transfer of Servicing, (Goodbye Lettero for the 2nd mortgage (repayable 2nds ONLY), is as
follows:

Statebridge Company LLC
Attn: Payment Processing
P.O. Box 173313

Denver, CO 80217-3313

MORTGAGE ELECTRONIC REGISTRATION SYSTEMS (MERS)

First mortgage loans sold to CBC MORTGAGE AGENCY AND all secondary mortgages must
be registered in Mortgage Electronic Registration Systems (MERS) in accordance with MERS
guidelines. In addition, all mortgage loans, 1st and 2" liens, must be transferred to CBC
Mortgage Agency as Investor (owner/beneficiary) and Servicer through MERS no more than
72 hours after purchase, and never before purchase (MERS ORG #1012881).
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Important Notice Regarding Clarification of CBC Mortgage Agency Rate Sheets -
New!

CBC Mortgage Agency does not charge discount points on any of our loan products. The
terminology of édiscount pointsi has crept into many discussions surrounding the price paid
to correspondents for rates charged on our rate sheets due to FICO score price
adjustments.

Because CBCMA only offers one rate for each product and its FICO band, lower FICO scores
show a cost for the only rate offered. This cost is not a discount point, it is essentially a
reduction in the YSP/SRP that will be paid to the correspondent when CBCMA purchases the
loan. When a correspondent adds a corporate margin, often the borrower is left with a rate
that requires a fee to be paid to obtain that rate. Because only a rate is available with a fee,
many loan originators have associated this fee with a bona-fide discount point rationalizing
that since the rate requires a fee, the fee must be a bona-fide discount point because it is
charged on the rate sheet. Federal regulation requires that for a discount to be bona-fide,
there must be a par rate available for the borrower to choose. The current market does not
allow CBCMA to offer a rate without a fee in some cases once the correspondentis corporate
margin is factored into the costs for the rate. This resulting fee should not be labeled as a
‘discount pointb, but should be considered part of the points and fees charged in Section A of
the CD.

On our rate sheets, CBCMA now uses the correct term iFee Paid by Lenderi to refer to
origination fees charged for a particular FICO band. For instance, if you look at our DPA
Edge product, the lender will pay 1.000 point on any loan that has a borrower with a FICO
score in the range of 620-639. In that described situation, the loan would be locked at
100.000 with a 1 point charge. A confusion is often created in pricing engines because
pricing engines often display the price for the rate selected as 99.00 rather than as 100.00
with a 1 point fee.

This distinction is important because this fee is charged to the lender, not the borrower. The
lender may pass this charge on to the borrower, but should not do so as a Discount Point. It
should be called a ifeei. This could at times, especially on lower loan amounts, cause a loan
to exceed the 3% points and fees rule. For those loans with seller concessions, please keep
in mind the memo provided by Buckley Sandler regarding the conversion of borrower points
and fees to seller points and fees. The link to that memo will be found here:

https://chenoafund.org/lender/cbc-documents-and-tools/
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It is entirely appropriate to use a seller credit to pay this fee. If the borrower or seller have
signed an appropriate addendum to the note (See Exhibit C in the Correspondent Lending
Guide) applying the seller concession to pay points and fees and the points and fees
charged are itemized in the selleris column of the CD, these charges are not calculated in
the 3% maximum points and fees computation.

Also keep in mind that converting seller credits to seller paid fees must be done prior to or
at closing. It cannot be corrected after closing. As described in the linked Memo briefly
touched on above, conversion consists of two parts. First is the addendum to the note that
must be completed and signed by the buyer or seller and second is the placement of the fee
in the sellerés column on the CD

PRINCIPAL/AUTHORIZED AGENT RELATIONSHIP

A Principal/Authorized Agent Relationship is one in which a Mortgagee with Unconditional DE
authority permits another DE-approved Mortgagee to underwrite Mortgages on its behalf. A
Mortgagee with Unconditional DE authority (acting as the fiprincipald) can designate another
DE-approved Mortgagee to act as its fiauthorized agento for the purposes of underwriting
Mortgages. A sponsored Third-Party Originator (TPO) may not act as a principal or
authorized agent.

Required Authorities: The authorized agent must have Unconditional DE authority to
underwrite the type of Mortgage that is being underwritten. The Mortgagees must be
approved as follows:

1. To originate forward Mortgages:
e the principal may have Unconditional DE authority for either forward Mortgages or
HECM; and
e the authorized agent must have Unconditional DE authority for forward Mortgages.
2. Process: The principal must originate the Mortgage and the authorized agent must
underwrite the Mortgage. The Mortgage may close in either Mortgageeis name, and
either may submit the Mortgage for insurance endorsement.
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3. Required Documentation: The relationship must be documented in FHAC by the
authorized agent, and the principalis FHA Lender ID must be entered in the fiOriginatoro
field on the FHA case file and in FHAC.

EXCLUSIONARY LISTS — LDP/GSA

The Mortgagee must not employ or contract with any individuals or entities excluded from
participation in FHA programs. In addition, a Mortgage is not eligible for FHA insurance if
anyone participating in the mortgage transaction is listed on HUD{s LDP list (Limited Denial
of Participation) or in SAM (System for Award Management) as being excluded from
participation in HUD transactions. A list of parties to the transaction which must be searched
can be found in FHA Handbook 4000.1.

HAZARD INSURANCE

A hazard insurance policy that meets the following specifications must be provided by the
applicant at closing:

For Purchase transactions, CBC Mortgage Agency requires hazard insurance policy, with a
paid receipt for one (1) year, or an invoice and sufficient funds collected to pay the invoice.
Even if a policy is issued for one (1) year, CBC Mortgage Agency requires proof that the
premium for the year is paid in full. Proof may be in the form of a receipt signed by an
authorized individual of the insurance company or the premium is to be paid at closing and
indicated on the HUD-1 Settlement Statement. The same premium as shown on the policy is
reflected on either the paid receipt or HUD-1. If, on the date of purchase of Mortgage Loan
by CBC Mortgage Agency, there is less than 30 days to policy expiration, CBC Mortgage
Agency requires a 30-day binder or evidence that the policy has been renewed for one
year.

CBC Mortgage Agency requires the Homeowner Declarations page show an
EFFECTIVE COVERAGE DATE no later than the Note date or closing/settlement
date along with proof of premium paid.
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The applicant has the right to select the insurance carrier provided the carrier has at least
one of the following ratings at the time the Mortgage Loan was closed:

fiBo or better general policyholderis rating, or a ii30 or better financial performance index
rating from A.M. Bestis Insurance Reports. Refer to http://www.ambest.com for additional
information

fiAd or better rating in Demotech Inc.is Hazard Insurance Financial Stability Ratings. Refer
to http://www.demotech.com for additional information

iBBBo qualified solvency ratio, or iBBB0 or better claims-paying ability rating in Standard
and Pooris Ratings Group Insurer Solvency Review. Refer to www.standardandpoors.com for
additional information

Prior to closing, the Correspondent must verify that the hazard insurance rating
specifications have been met. The following alternative hazard insurance coverage is also
acceptable:

In the event that the issuer of the hazard insurance policy does not meet the above
described rating specifications, the hazard insurance policy may, never-the-less, be
acceptable if the insurer is reinsured by a company that meets either one of the A. M. Best
general policy-holder ratings or Standard and Pooris Ratings Group claim-paying ability
ratings described above

Both insurance companies must execute an Assumption of Liability Agreement (Fannie
Mae Form 858) that provides for 100% reinsurance of the primary insureris policy and 90-
day written notice of termination of the reinsurance arrangement. The Assumption of
Liability Agreement must be attached to the hazard insurance policy.

1-4 family residences must protect against loss or damage from fire and other hazards
covered by the standard extended coverage endorsement. The coverage must be of the
type that provides for claims to be settled on a replacement cost basis. CBC Mortgage
Agency will not accept hazard insurance policies that limit or exclude from coverage (in
whole or in part) windstorm, hurricane, hail damages, or any other perils that normally are
included under an extended coverage endorsement. A lender must advise Borrowers that
they may not obtain hazard insurance policies that include such limitations or exclusionsd®
unless they are able to obtain a separate policy or endorsement from another commercial
insurer that provides adequate coverage for the limited or excluded peril or from an
insurance pool that the state has established to cover the limitations or exclusions.

The coverage must be of the type that provides for claims to be settled on a current
replacement cost basis.
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Individual insurance policies are required on Planned Unit Development (PUD) units unless

the PUD unit is covered under the projectis blanket policy and the PUD projectis constituent
documents allow the individual PUD units to be included in the projects blanket policy.

In addition, the homeownersi association must maintain a policy which covers the common
areas, fixtures, equipment, personal property and supplies of the project.

PUD hazard insurance must be in an amount and form acceptable to the applicable Agency

guidelines.

If the individual units are covered by insurance purchased by their respective owners, the
PUD homeownersi association or the fee simple landowner must maintain "all risk" coverage
for common areas and property for 100% of their insurable value and provide for loss or
damage settlement on a replacement cost basis. The association or fee simple landowner
must also obtain any additional coverage commonly required by private mortgage investors
for developments similar in construction, location and use, including the following where
applicable and available:

Agreed amount

Demolition cost

Increased cost of construction

Boiler and machinery

Amount of Hazard Insurance

For first lien home mortgages on 1-4 unit properties, the hazard insurance coverage must
be equal to the lesser of:

100% of the insurable value of the improvements (replacement cost) as established by
the property insurer, or

Guaranteed Replacement Cost Endorsement, which provides that the insurer agrees to
replace the insurable property, regardless of the cost or the Replacement Cost
Endorsement, or

The unpaid principal balance of the mortgage, as long as it equals the minimum amount
(80% of the insurable value of the improvements) required to compensate for damage or
loss calculated on a replacement cost basis

Other Structures: DO NOT add the insurance for fiother structureso with the amount of
coverage on the dwelling to meet the minimum required amount
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Note: Due to the revised agency appraisal form, which eliminated the site value box, the
estimated site value can be submitted with a notation in the iCommentsi section of the
appraisal or an appraisal addendum signed by the appraiser.

If the hazard insurance is not equal to at least one of the above minimum coverage
amounts, then additional hazard coverage that meets the minimum coverage amounts must
be obtained before the Mortgage Loan can be purchased.

If extended replacement cost is noted on the policy, the percentage of extended
replacement costs must be detailed.

If the estimated site value, opinion site value, or an appraisal addendum signed by the
appraiser is not available on the appraisal, the documents below are acceptable in the
following order:

1. Insurance value from the insurance agency

2. Third party vendor (Marshall and Swift [example: Data Quick] may have been used by
the vendor)

123

3. If the site value is not noted, the tax assessor value from the title policy/commitment or
tax assessment form may be used for the calculation

Hazard Insurance Deductible

Deductible for hazard policies must conform to HUD guidelines.

Flood Insurance

If any portion of the dwelling, related Structures (including non-residential detached
structures) or equipment essential to the value of the Property is located within an SFHA,
Flood Insurance must be obtained.

A Property is not eligible for FHA insurance if:

a residential building and related improvements to the Property are located within SFHA
Zone A, a Special Flood Zone Area, or Zone V, a Coastal Area, and insurance under the
National Flood Insurance Program (NFIP) is not available in the community; OR
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the improvements are, or are proposed to be, located within a Coastal Barrier Resource
System (CBRS).

For Properties located within an SFHA, flood insurance must be maintained for the life of the
Mortgage in an amount at least equal to the lesser of:

the Appraiseris estimated replacement cost, less the Appraiseris estimated site value;

the outstanding balance of the Mortgage; or

the maximum amount of the NFIP insurance available with respect to the property
improvements.

Effective June 1, 2014 for new or renewing policies, FEMA announced changes to national
Flood Insurance policy deductibles as reflected on the charts below:

Flood Rating Minimum NFIP Minimum NFIP
Deductible for Deductible for
Program Type Coverage of Coverage Over

$100,000 or Less $100,000

Emergency All $1,500 $2,000

All Pre-FIRM(2)
Subsidized Zones, A,
AE, A1-A30, AH, AO,
V, VE, and V1-V30, $1,500 $2,000
AR/Dual Zones
without Elevation
Data

All Full-Riskd)} $1,000 $1,250
Zones: A, AE, Al-
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https://portal.hud.gov/hudportal/documents/huddoc?id=40001HSGH.pdf
https://portal.hud.gov/hudportal/documents/huddoc?id=17-07ml.pdf

In the event that the Correspondent fails to disclose the monthly mortgage insurance
premium (MIP) on the CD, or it is inaccurately disclosed, a Borrower may not be held liable
to pay the monthly MIP on FHA Mortgage loans. If this cannot be cured, then the loan is
not eligible for purchase by CBC Mortgage Agency or may be subject to repurchase by the
Correspondent as applicable.

FHA Mortgage Insurance Certificate - New Policy! (Effective 7/15/19

As secondary market requirements continue to evolve, CBC Mortgage Agency has identified
the need to address certain areas of risk and to take action proactively. Beginning on or
after 7/15/19, CBCMA MAY require imortgage insurance certificatesi (MICs) to be
completed and provided prior to purchase. We will provide a separate announcement as we
get closer to this date. Our goal is to ensure that all loans delivered to CBCMA have
addressed FHA insuring requirements and reduces repurchase risk for all parties involved.

THE LOAN ESTIMATE (““LE™)

For closed-end credit transactions secured by real property (other than exempt
transactions), the Correspondent is required to provide the consumer with good-faith
estimates of credit costs and transaction terms on the LE.

The Correspondent is responsible for delivering the initial LE or placing it in the mail no later
than the third General Business Day after receiving the six items which define an
application.

The initial LE must also be delivered or placed in the mail at least seven Specific Business
Day before consummation of the transaction. The regulation allows the consumer to modify
or waive this seven-business-day waiting period after receiving the LE if the consumer has a
bona-fide personal financial emergency that necessitates consummating the credit
transaction before the end of the waiting period.

CBC Mortgage Agency will not purchase a loan where any modification or waiver of a
mandatory waiting period has been granted.

Good Faith Requirement and Variance
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Correspondent is required to act in good faith and exercise due diligence in obtaining
information necessary to complete the LE. However, there may be some information that is
unknown (i.e., not reasonably available to Correspondent at the time the LE is made). In
these instances, Correspondent may use estimates even though it knows that more precise
information will be available by the point of consummation.

Whether or not the LE was made in good faith is determined by calculating the difference
between the estimated charges originally provided in the LE and the actual charges paid by
or imposed on the consumer in the CD.

Generally, if the charges paid by or imposed on the consumer exceed the amount originally
disclosed on the LE, it is not in good faith, regardless of whether Correspondent later
discovers a technical error, miscalculation, or underestimation of a charge.

However, an LE is considered to be in good faith if Correspondent charges the consumer
less than the amount disclosed on the LE, without regard to any variance limitations.

Variance Limitations

Correspondent may charge the consumer more than the amount disclosed in the LE if the
amount charged falls within the explicit variance thresholds and the estimate is not for a
zero tolerance charge where variations are never permitted as described in the Fee Variance
section above. Correspondent may also charge the consumer more than the amount
charged in the original LE when a valid change in circumstance occurs requiring a revised
LE.

If the amounts paid by the consumer at closing exceed the amounts disclosed on the LE
beyond the applicable variance threshold, Correspondent must refund the excess to the
consumer no later than 60 calendar days after consummation.

Revisions and Corrections to Loan Estimates

Note: Creditors may only use revised or corrected Loan Estimates when specific
requirements are met. Creditors generally may not issue revisions to Loan Estimates
because they later discover technical errors, miscalculations, or underestimations of
charges. Creditors are permitted to issue revised Loan Estimates only in certain situations
such as when changed circumstances result in increased charges. (8§ 1026.19(e)3)(iv))
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The regulation allows the consumer to waive or modify the seven-business-day waiting
period after receiving the Loan Estimate if the extension of credit is needed to meet a bona
fide personal financial emergency. CBC Mortgage Agency will not purchase a loan where any
modification or waiver of a mandatory waiting period has been granted.

THE CLOSING DISCLOSURE (**CD™)

The CBC Mortgage Agency Second Lien Closing Disclosure

The CFPB expects that typical transactions with a simultaneous second lien loan will involve
two separate transactions. Regardless if the transaction involves the same creditor
providing the first loan and the simultaneous second loan, the two loans are treated as
separate transactions with the proceeds from the simultaneous second included in the
Closing Disclosure for the primary transaction where the seller is disclosed pursuant to
Section 38(j)(2)(vi), per Comment 38(j)(2)(vi)-2.

CBC Mortgage Agencyis second lien must have separate disclosures and should contain the
information associated with the CBC Mortgage Agency Second Mortgage Loan (including,
but not limited to the loan amount, fees charged, and payment schedule). CBC Mortgage
Agency relies on its Correspondents to ensure the second mortgage Loan Estimate and
Closing Disclosure are compliant with the TILA-RESPA Integrated Disclosure Rule. In
addition, CBC Mortgage Agency requires that Correspondents preparing the second lien CD
comply with CBC Mortgage Agencyis applicable investor/insurer/guarantor requirements for
the second lien CD. To this end, we are providing the following guidance that our investors
have found to be acceptable.

Properly Identifying Down Payment Assistance Funds on 15t CD:

On the 1%t Mortgage CD, CBC Mortgage Agency down payment assistance funds must be
identified as coming from CBC Mortgage Agency (not Chenoa Fund) and reflected as
such in Section L, éPaid Already by Or on Behalf of Borrower at Closingb or under
iOther Creditsi, utilizing Lines 4 thru 7*

Showing Closing Costs for Secondary Financing on 15t CD:
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On the 15t CD, total closing costs associated with the 2" mortgage may be reflected
in Section H of the 15t CD, ¢Other Costsb and identified as fiClosing Costs for
Secondary Financingo, if those fees are not being paid by the borrower or inetted}
from the second mortgage proceeds.

Either net proceeds or the principal balance from CBC Mortgage Agency second liens may be
shown in the 6Amount Columni, however, if net proceeds are shown, the principal
balance must also be shown in parenthesis in the description field T see examples in
Closing Disclosure Addendum. Note: if net proceeds are shown in the Amount
column in Section L, or under fiOther Creditso on the 15t CD, the closing costs
associated with the 2" mortgage CD will not be reflected in Section H of the 15t CD
and it will be critical for the lender to confirm that the borrower has sufficient funds
invested to meet the FHA minimum required investment.

*Where the number of characters does not permit fully spelling out ACBC Mortgage
Agencyo to identify the source of funds (gift or 2" lien), the following abbreviations
may also be used: 1. CBC Mortgage; 2. CBCMA. Under no circumstances should the
source of funds be identified as fiChenoad

DISPLAYING SECOND LIEN NET PROCEEDS AND PRINCIPAL BALANCE ON THE
CLOSING DISCLOSURE FOR THE FIRST MORTGAGE

Example Showing Principal Balance in Amount Column:
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a. The disclosed APR becomes inaccurate by more than  of 1 percent above or below the previously
disclosed APR and a revised CD with the correct APR and all other associated terms that have changed

needs to be provided

b. The loan product previously disclosed becomes inaccurate and a revised CD with the
correct loan product and all other associated terms that have been changed needs to be
provided

c. A prepayment penalty is added to the transaction and a revised CD with the prepayment
penalty provisions and all other associated terms that have changed needs to be

provided (Note: CBC Mortgage Agency down payment assistance transactions may not
contain prepayment penalties).

2. Changes that occur before consummation that do not require a new three-specific-
business-day waiting period (any changes not covered above); the revised CD will be
provided at or before consummation, however the consumer has the right to inspect the CD
during the business day before consummation. If a consumer asks to inspect the CD the
business day before consummation, the CD presented to the consumer will reflect any
adjustments to the costs or terms that are known to Correspondent at the time the
consumer inspects the document

3. Changes that occur after consummation

Disclosures Reqguired Post-Consummation

Correspondent must make the following disclosures clearly and conspicuously in writing, in
a form that the consumer may keep.

If during the 30-day period following consummation, an event in connection with the
settlement of the transaction occurs that causes the CD to become inaccurate, and such
inaccuracy results in a change to an amount actually paid by the consumer, the
Correspondent must deliver or place in the mail a corrected CD no later than 30 days after
receiving information sufficient to establish that such an event has occurred. An example of
such an event might be a recording fee or a transfer tax that differs from what was
disclosed, or the discovery of an unpaid assessment at the time of document recording.

If the CD contains non-numeric clerical errors, Correspondent must deliver or mail a
corrected CD no later than 60 days after consummation.
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Sign the Borrower name, POA signature underneath with the following verbiage fias attorney
in facto (i.e., John Doe by Mary Doe, as attorney in fact). In the case of initials (no
exceptions): Initial the Borrowerfs initials, POA initials underneath with the following
verbiage fias attorney in facto. (i.e., JD by MD, as attorney in fact)

Same Name Affidavits

A borroweris name and signature should be consistent throughout all the documentation in
the mortgage loan file. Slight variations may be acceptable, such as a missing middle initial
or the omission of a fiJro or iSr.0 However, if there are significant variations between the
borroweris signature as compared to the printed name on the following documents, the
borrower MUST sign a Same Name or A/K/A affidavit at closing listing all variations to be
covered:

Note
Mortgage
Credit Report
Title Policy

In addition to variations on the above documents, a Same Name or A/K/A affidavit must be
signed if the credit report indicates that the borrower has a disclosed alias that is
significantly different than the name on the application or related documents. If there are
name variations on documents in the file other than the Note, Mortgage, Credit Report, and
Title Policy, a Same Name or A/K/A affidavit may be required at the underwriteris
discretion.

Interest Credit Option

Loans disbursed up to the seventh day of the month may use an interest credit option.

Mortgage Loan Document Corrections

Corrections to Note and Mortgages (Deeds) should be made by drawing a single line
through the incorrect information. The Correspondent must then type the correct
information in the appropriate location on the document. All Borrower(s) must initial the
change. The use of correction tape, correction fluid, erasures, or lift-off is not permitted.
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Closing in Compliance with Mortgage Approval

Lender must instruct the settlement agent to close the Mortgage in the same manner in
which it was underwritten and approved.

Lender must ensure that the conditions listed on form HUD-92900-A and/or form HUD-
92800.5B are satisfied.

Closing in the Mortgagee’s Name

A Mortgage may close in the name of the Mortgagee or the sponsoring Mortgagee, the
principal or the authorized agent. TPOs that are not FHA-approved Mortgagees may not
close in their own names or perform any functions in FHA Connection (FHAC).

The Mortgagee must use the forms and/or language prescribed by FHA in the legal
documents used for closing the Mortgage.

Data Integrity

For Origination, Underwriting, Endorsement, and Insuring: The Mortgagee must validate all
data elements (including loan level data) submitted through the Automated Underwriting
System (AUS), Technology Open to Approved Lenders (TOTAL) Mortgage Scorecard, and
FHA Connection (FHAC), and validate that documentation exists in the loan file to support
all data used to underwrite the Mortgage.

Projected Escrow (Taxes and Insurance)

Lender must establish the escrow account in accordance with the regulatory requirements in
24 CFR 8 203.550 and RESPA.

+ Monthly Escrow Obligations: Lender must collect a monthly amount from the Borrower
that will enable it to pay all escrow obligations in accordance with 24 CFR § 203.23. The
escrow account must be sufficient to meet the following obligations when they become

due:

0 hazard insurance premiums;
o real estate taxes;
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CBC Mortgage Agency

Escrow Holdback Requirements

Borrower Name:

Loan Number:

The Mortgagee may establish a repair escrow for incomplete construction, or for alterations and repairs that
cannot be completed prior to loan closing, provided the housing is habitable and safe for occupancy at the time of
loan closing and the following are met:

e Allowed for exterior repairs and/or improvements not completed prior to closing due to weather related
delays.

e The total cost of repairs may not exceed $5,000 prior to adding the required contingency. Exceptions are
not allowed.

® Escrow Holdbacks are allowed only when the appraisal is completed “subject to repairs or alterations”.

e The property must meet FHA minimum property standards at closing.

e Minor repair/improvement items may be completed by the borrower provided acceptable evidence of
completion is obtained.

e If the appraisal is completed “as is” or the repairs are not part of the sales contract, the seller is
responsible for the completion of repairs prior to closing.

e CBCMA approval is required for all repair escrows and eligibility

e After the repair escrow is closed, the Mortgagee must complete the Escrow Closeout Certification screen
in FHAC within 30 Days after the escrow is closed.
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Appraisal Requirements

® The appraisal must include a list of the required exterior repairs and the estimated cost to cure

Eligible Repairs

The following list of items are potentially eligible for repair escrows. Approval is required for all repair escrows and
eligibility is subject to CBCMA review.

e Escrow holdbacks are typically allowed for repairs that are not required to meet FHA’s minimum property
standards, such as exterior painting or/and landscaping

e Escrow holdbacks are not allowed for structural repairs, foundation work, roofs or pools

e Escrow holdbacks in all cases, must be deemed necessary due to severe weather conditions

Escrow Amount

Escrowed funds must be equal to the greater of 150% of the estimated repair costs or $500

Completion Date

1. Improvements or repairs must be completed within 60 days of the Note unless it is during inclement
weather season.

2. Inclement weather season is considered to be between the months of November through March -
repairs/improvements must be completed by April 30th or 60 days from the Note, whichever is further
out.

Please note: it is the responsibility of the correspondent lender to ensure that all repairs are completed. Notification
from CBC Mortgage Agency or transferring investor is not guaranteed. Failure to complete the required repairs
may result in repurchase liability.
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MERS 1D: 1012881

FHA ID: 9413-00000-8

NMLS ID: 1186381

CBC EIN: 46-2780478

Borrower Payment Address, 1st
Mortgages:

CBC Mortgage Agency
Attn: Loan Servicing Payment
660 E Franklin Rd., Ste 130
Meridian, ID 83642

Payments may also be made online at
Chenoafund.org

Borrower Payment Address for 2"
Mortgages:

(Only for Repayable 2nds)

Statebridge Company, LLC
Attn: Payment Processing
P.O. Box 173313
Denver, CO 80217-3313

Overnight Deliveries:

Statebridge Company, LLC
5680 Greenwood Plaza Blvd., #100 South
Greenwood Village, CO 80111
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Option 1- Save up your own down payment, and receive no down payment
assistance and the associated second mortgage. Advantages:

Typically, a lower interest rate on the first mortgage

Potentially easier processing and underwriting

Disadvantages:
- While saving up the down payment, the home you're looking may be sold.

While saving up the down payment, home prices in general may go up, resulting in
your inability to afford the home or in less future equity and wealth creation if you
do purchase the home later.
You are left with diminished savings in your bank account, causing financial
difficulty or consumer borrowing to purchase furniture, yard equipment, etc. You
may also lack the funds to cover an unforeseen event, i.e. unforeseen repairs or
medical emergency.

Option 2 - Buy a home now and obtain your down payment through Chenoa Fund
DPA Edge Program, provided by CBC Mortgage Agency.

Advantages:

- Potentially enjoy future increased household net worth by buying now if home
prices increase over time.
Purchase from currently available properties without risking that inventory will be
sold months when you're finally ready to buy.
Potentially not be required to pay back the down payment you receive from Chenoa
Fund. Borrowers qualifying for the potential repayment forgiveness
program cannot exceed specific income threshold requirements (certain
additional restrictions apply for us to forgive the balance of the second mortgage,
including 36 months of consecutive on-time first mortgage payments.)
Typically pay a higher interest rate on the first mortgage, causing you to lock in a
higher payment for potentially years. Over time, the amount of additional
interest you pay on the first mortgage could exceed the amount of the
down payment assistance.
CBC Mortgage Agency will not subordinate the second mortgage in the first 3 years
of the loan. This means that if interest rates drop 6 months after you purchase the
home and you desire to refinance, you may be required to repay the down payment
you received, or be prevented from refinancing altogether.
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Sincerely,

Richard Ferguson President
CBC Mortgage Agency

NOTICE: THIS LETTER CONTAINS IMPORTANT INFORMATION ABOUT YOUR DOWN
PAYMENT ASSISTANCE. PLEASE READ CAREFULLY.

By signing below, I acknowledge that | have read and understand the above information.

Borrower Date

Borrower Date

EXHIBIT C
(following page)

ADDENDUM REGARDING SELLER OR LENDER CONTRIBUTIONS
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Borrower
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