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1. Introduction

1.1 Overview

Since itsinceptionin 2001, the Mortgage Purchase Program (MPP) has provided a source of liquidityto
Federal Home Loan Bank of Indianapolis (FHLBI) members and expanded options to loan originators to
prudently help borrowers ownahome. TMPP is offered to participating financial institutions (PFls) to
supporttheirrespective missions. MPP offers members acompetitively priced alternative to the secondary
mortgage marketthat can generate additionalincome while providing reduced interest rate risk and balance
sheet flexibility.

1.1.1 MPP Guide Contents
This Guide details everything needed to facilitate MPP including:
e Applicationrequirements
e CommitmentProcess
e Sale Requirements
e Purchase Information
e Underwriting Guidelines
Quality Assurance Program details
Transfer of Servicing Rights
Remittance Schedule
Mortgage Servicing Guidelines
Payments
Advance Agreements

1.2 Eligible Mortgages

FHLBI will purchase 15, 20, or 30 year fixed rate, fully amortizing, up to conformingloan limits, level-payment
mortgages limited to points and fees less than 3% of the total loan amount, or such other limits forlow
balance loans as setforthin the Consumer Financial Protection Bureau (CFPB)Qualified Mortgage (QM) rule
and are QM compliantincluding:
e Primary, owner-occupied, detached residences
e Single-family properties
e 2,3, and4unitproperties
Modular housing
e Primary, owner-occupied, attached residences, including condominiums and Planned Unit
Developments (PUDs)
e Second/vacation homes
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FHLBI will purchase the following mortgages as described above at the following pricing structure:

Loan Term MDC Price

5 to 15 yearloans 15 year price
Greaterthan 15 years up to 20 years 20 year price
Greaterthan 20 years up to 30 years 30 year price

Mortgages more than 120 days from Note Date to the Settlement Date require FHLBIl approval priorto
enteringinto the Mandatory Delivery Contract (MDC).

All mortgages must meet Master Commitment Contract (MCC) parameters, the guidelines specified in this
MPP Guide, and the property securing the loan must also be located in the continental United States, Alaska,
or Hawaii unless otherwise indicated in seller’s MCC.

1.3 Standards and Regulatory Compliance

Sellers mustbe infull compliance with all applicablefederal, state, and local laws including, without
limitation, usury, Truth in Lending, real estate settlement procedures, predatory lending, consumer credit
protection, equal credit opportunity, fair housing, and lending disclosure laws applicable to the Mortgage.

The Truth in Lending Actand the Real Estate Settlement Procedures Act (TILA-RESPA) Integrated Disclosure
Rule (TRID) took effect for most loan applications for closed—end credit transactions secured by real property
received on orafter October 3, 2015. Sellers mustensurethattheirinstitutions are implementing and
complyingwith thisrule.

In addition, FHLBI requires all loans sold into MPP meet the definition of QM loans, as definedin
applicable CFPB regulations, and to meet the CFPB’s Safe Harbor QM requirements.
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1.4

FHLBI Contacts

Use the followingtable of contacts forany questions you may have about MPP or this Guide.

Toll Free Number: 800-274-4636
Department Email: mpp@fhlbi.com

Fax: 317-465-0287

Name Area Contact Information
Cathy Garrett Business Development, MCC Negotiations, Training, 317-465-0553
Underwriting, LAS cgarrett@fhlbi.com
Mark Holt Acquisitions (MCC Contracts, Trading, Pair-Offs, LAS) | 317-465-0557
Mholt@fhlbi.com
Candace Zuercher | Acquisitions (MCC Contracts, Trading, Pair-Offs, LAS) | 317-465-0554

czuercher@fhlbi.com

Steve Broviak

Servicing (Remittance, Loss Claims, Foreclosures)

317-465-0546
sbroviak@fhlbi.com

Jeff Gentner

Servicing (Remittance and Reporting)

317-465-0544
igentner@fhlbi.com

Laurel Harpster

Servicing (Loss Claims and Foreclosures)

317-465-0415
Iharpster@fhlbi.com

Keith Pempek

Quality Assurance (Underwriting, Servicing Audits,
Document Custodian Questions)

317-465-0558
kpempek@fhlbi.com

Afshan Memon

Quality Assurance (Underwriting, Servicing Audits,
Document Custodian Questions)

317-465-0548
amemon@fhlbi.com

1.4.1 External Resources
See Appendices, specifically Appendix Dfora list of commonly referenced external websites.
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1.5 Glossary

Ability-to-Repay (ATR)

Borrower(s) must have the financial meansto repay their mortgage obligation, at the time of origination. The
Seller must ensure the borrower(s) can repay the loan by reviewing financial documents (bank statements,
tax records, etc.).

Accounting and Servicing Report
Sellers must submit monthly accountingand servicing reports for all mortgages as providedin Section 17 of

this Guide.

Actual/Actual
A remittance type thatrequiresthe lenderto remitto FHLBI only the actual interest collected from
borrowers and the actual principal payments collected from borrowers.

Addendum
A documentattached tothe Note or Security Instrument.

Advances, Pledge, and Security Agreement
FHLBI’s blanket agreement foradvances and the creation of security interestsin collateral as it now exists
and as itmay be amended from time to time.

Affiliate

An organization that can exercise control orsignificantinfluence overthe management or operating policies
of the Seller; directly orindirectly, through some type of control orownership, as defined in current financial
accounting standards.

Aggregated Pool
A group of loans sold to FHLBI by multiple Sellers under specified Master Commitment Contract (MCC)
aggregatedintoone pool under MPP’s Pool Aggregation Program.

Allonge
An attachmenttoa Promissory Note ora negotiableInstrument where additional endorsements can be
added.

Amortization
The gradual reduction of the mortgage debt through periodicpayments scheduled overthe mortgage term.

Appropriate Proceedings
Any legal or administrative action by the Servicer affectingeitheraloan or title toa property.

Assignment
Transferof a rightor lieninterestin mortgages orthe transferinstrument.
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Authorized Seller Representative

Representative authorized by the Sellerto enterinto Master Commitment Contract (MCCs) and Mandatory
Delivery Contracts (MDCs). The Authorized Seller Representative is also referred to asa Manageror Trader
in FHLBI’s Loan Acquisition System (LAS) whose authority is granted by the Seller’s Corporate Resolution.

Automated Underwriting System (AUS)
An automated underwriting system uses completed loan application dataand makes loan decisions based on
a variety of parameters.

Blanket Legal Opinion
A document expressing the opinion of qualified legal counsel on a group of similardocuments orinstruments
as opposed to a separate opinion on each document orinstrument.

Bond Market Business Day
A day or particular portion of a day otherthan a day or particular portion of a day on which the Bond Market
Association schedules orrecommends an early or full market closing.

Borrowed Funds
Fundsinvestedinthe transaction that come froma loan obtained by a verified borrower otherthan a loan
secured by the subject property.

Broker Price Opinion (BPO)
A written estimate of the probablesales price of aproperty performed by areal estate broker or sales person
with or withoutaninterior property inspection. Commonly used for quality control and loss mitigation.

Business Day
A day otherthan:
1) A dayonwhichthe Federal Reserve Bank of New Yorkis authorized orobligated by law orexecutive
orderto remain closed, or
2) Adayonwhichthe offices of FHLBI are closed.

Cash for Keys
A program for occupants of a property aftera foreclosure to receive cash in exchange forsurrendering the
keys andvacating a property.

Cash Management Services (CMS) Account
The Seller’'s Demand Deposit account at FHLBI.

Cash Out Fee
A fee assessed forcertain LTVs for ‘cash out refinance’ transactions as defined by MPP Guidelines.

Cash Out Refinance

A refinancingtransaction in which the amount of money received from the new loan exceeds the total of the
money needed to repay the existing first mortgage, closing costs, points, and the amount required to satisfy
any outstanding subordinate mortgage liens.
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Certification Form

For Initial Certification, the Document Custodian must certify the loan(s) in Loan Acquisition System (LAS) or
complete acertification form (Exhibit A in the Custodial Agreement) pursuant to the Document Custodian
Manual (Appendix A).

Clerk-Certified Copy
A true and correct copy certified by the recorder’s office.

Closing Documents
Specificdocuments requiredin ordertoclose a loan.

Closing Disclosure (CD)

Form that combined the HUD-1and final Truth-in-Lending disclosure (final TILand, together with the initial
TIL, the Truth-in Lending forms). Form provides disclosures to consumersin understandingall of the costs of
the transaction. Thisform must be provided to consumers at least three business days before consummation
of theloan.

Combined Loan to Value (CLTV)
A ratiothat is used fora mortgage loan that is subject to subordinate financing, which is calculated by
dividing the sum of:

cLTv = Qriginal Loan Amt + Outstanding Principal Bal. of a HELOC + UPB of subordinate Financing
Lesser of Property Sale Price or Appraised Value

Contingent Liability
When an individualmay be held legally responsible for payment of adebtif another party, jointly orseverally
obligated, defaults onthe payment.

Contract Commitment Amount
The total aggregate Unpaid Principal Balance (UPB) of mortgagesto be sold to FHLBI specified on the
applicable Mandatory Delivery Contract (MDC).

Conventional Mortgage
A mortgage that is not insured or guaranteed by the federal government.

Cosigned Obligations
To signa documentthat has already been signed by a borrower of money, declaring that, should the
borrowerbe unable to repay that money, the signer will repay the amountdue.

Credit Losses
Losses related to non-payment of the mortgage.

Credit Policy
FHLBI’s credit policy as itnow existsand as it may be amended from time to time.
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Credit Score
A numbersummarizinganindividual’s credit profile. The numberindicatesthe likelihood thataborrower
will repay future obligations.

Curtailment
A partial prepayment of aloan balance.

Custodial Account
An accountthe Servicerdeposits mortgage principal and interest paymentsinto.

Custodial Agreement
Arequired agreement between The Sellerand a Document Custodian. Thisagreementdelineates the
obligations and rights of the Document Custodian.

CustodyFile

A Custody File mayinclude, butis notlimited to the following: original promissory note, original assignment
of mortgage, copy of mortgage, copy of interim assignments and Power of Attorney (if applicable). The Seller
isrequired tosubmita Custody File tothe Document Custodian as specifiedin Appendix A foreach
mortgage.

Custody Register
The Document Custodian must maintain a Custody Registerforeach Seller pursuantto Section 1.4.4 of the
Document Custodian Manual (See Appendices).

Cut-off Date
The last day of a calendar month.

Debt to Income Ratio (DTI)

A ratioderived by dividingthe borrower’s total monthly obligations (including housing expense) by his or her
stable monthlyincome. This calculationis used to determine the mortgage amount for which aborrower
qualifies. Thistermis often used interchangeably with total debt-to-incomeratio and also expense ratio.

DTl = Total Monthly Obligations
Gross Monthly Income

Deed of Trust

A conveyance (of real estate title) by aborrowerto a trustee as collateral security forthe paymentof adebt
with the conditionthat the trustee must reconvey the title to the borrowerupon satisfaction of the debtor,
inthe eventof a default, sellthe collateral real estate and pay the debt to the lender.

Deed-in-Lieu
A deed-in-lieu of foreclosure is atransfer of title from a borrowerto the lenderin satisfaction of the
mortgage debt to avoid foreclosure; also called a Voluntary Conveyance.
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Default
The eventgivingrise toa loss as specifically described in Section 16, or as otherwise described in this Guide.

Defective Mortgage
A mortgage that meets one of the following criteria:
1. Willnotbeinsuredbyan FHLBI approved private mortgage insurer or FHLBI’s supplemental
mortgage insurance provider.
2. For which private or supplemental mortgage insurance has been withdrawn.
3. Doesnot otherwise conformtothe requirements of this Guide orany of the Program Documents.

Delivery Period
The number of days specified in the Mandatory Delivery Contract (MDC) during which the Seller will deliver
mortgages to FHLBI.

Demand Deposit Account
A bankaccount in which the funds are available for withdrawal atany time without penalty.

Document Custodian

The Document Custodianis an entity approved by FHLBI in accordance with Appendix A that verifies and
keeps custody filesin accordance with the Document Custodian manual and the custodial agreement. The
Seller may act as Document Custodian forthe mortgages with FHLBI approval.

Document Custodian Manual
The Document Custodian Manual delineates the rights and responsibilities of the Document Custodian.

Document Release Form
The Sellermust submit a Document Release Form (Exhibit A of the Document Custodian Manual) to obtain
the release of documents heldin custody by the Document Custodian.

Early Payment Default
A loan that becomes more than 60 days delinquent within the first six (6) months of origination.

Effective Income
Income usedin calculatingthe borrower’s income ratios must be verified, stable, and expected to continue.

Endorsement
The assignment of an entire interestinaPromissory Note from one holderto another.

Equifax
Equifaxis one of the three majorreporting credit bureaus. Using a variety of credit scoring algorithms,
Equifax offers a BEACON® score ranging from 300 to 850.

Escrow Custodial Account
The account intowhich the Servicer deposits Escrow Payments as specifically described in Sections 11.3.1
and Section 11.3.3 of this Guide.
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Escrow Payments
All taxes, assessments, ground rents, insurance premiums, and comparable items relating to a mortgage to
be heldinan Escrow Custodial Account, as specifically described in Section 11.3.3 of this Guide.

Executed
With respectto a document, completed (i.e., signed).

Expected Losses
The estimated losses according to the termsin a Master Commitment Contract (MCC).

Experian
Experianis one of the three majorreporting credit bureaus. Using a variety of credit scoring algorithms,
Experian offers a Fair Isaac rating, most commonly called a FICO® score ranging from 300 to 850.

Fannie Mae
The Federal National Mortgage Association (or FNMA).

Fannie Mae or Freddie Mac Approved Mortgagee
An entity approved by Fannie Mae or Freddie Mac to sell and service mortgages.

Federal Housing Administration (FHA)
The Federal Housing Administration (FHA).

FHLBank
Any Federal Home Loan Bank (FHLBank).

Federal Home Loan Bank of Indianapolis (FHLBI)

The Federal Home Loan Bank of Indianapolis (FHLBI), its successors and assigns, whether onits own behalf or
actingas agentforany otherentity, including, without limitation, any other Federal Home Loan Bank
(FHLBank).

FHLBI Guidelines
All applicable laws, regulations, and all other Program Documents.

Fixed Lender Risk Account (LRA)

An LRA maintained with adollaramount equal to a percentage of the aggregate principal balance of
mortgages sold to FHLBI, at the time of sale to FHLBI, which is maintained fora period of time by FHLBI to
coverlossessubjecttorelease tothe Sellerunderterms specified in the Master Commitment Contract
(MCC).

Foreclosure
A legal procedure whereby property used as security fora debtis sold or the title is takenin order to satisfy
the debt because of a defaultin payment or otherwise underthe mortgage.
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Freddie Mac
The Federal Home Loan Mortgage Corporation (or FHLMC).

Funding Schedule
The fundingschedule is provided via Loan Acquisition System (LAS) and discloses the allocation of the funding
amountto principal, interest, and fees.

Funds Custodian

The Funds Custodianis a financial institution that maintains principaland interest (P&l) custodial accounts
and escrow custodial accounts for the mortgages. The Seller may act as the Funds Custodian for the
mortgages with FHLBI’s approval.

Ginnie Mae or Government National Mortgage Association (GNMA)
A wholly owned corporate instrumentality of the United States Department of Housing and Urban
Development (HUD).

Good Faith Estimate (GFE)
An estimate of the fees due at closing fora mortgage loan that must be provided by a lenderto a borrower
withinthree business days of the lender taking aborrower’s loan application.

Good and Merchantable Title

Atitle toreal estate thatis clearand free from encumbrances, litigation, and other defects,and that can
readily be sold ormortgagedto a reasonable buyerormortgagee. Itis a title thata court of equity considers
to be so free from defectthatit will legally force its acceptance by abuyer.

Government Sponsored Enterprise (GSE)
Examplesinclude Fannie Mae, Freddie Mac, or an FHLBank.

Ground Lease/Leasehold Estate

A way of holdingtitle toaproperty wherein the borrower does not actually own the property but rather has
arecordedlong-termlease onit.

Government Sponsored Enterprises (GSE) Guidelines

Any and all Guide books, requirements, bulletins, or updates pertaining to mortgage sellingand servicing
promulgated by Freddie Mac, Fannie Mae, or Ginnie Mae, as the same may be amended orsupplemented
fromtime to time.

Government Sponsored Enterprises (GSE) Servicing Guidelines
Those portions of GSE Guidelines that pertain to servicing mortgages eligible for purchase by the applicable
GSE, including but not limited to the Fannie Mae Servicing Guide.

Guide
This MPP Guide, as it may be amended or supplemented from time to time.
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Home Owners Association (HOA)

An entity formed to manage the day-to-day operation and long terminterests of residentialdwelling
communities, including condo, co-op, and PUD projects. An HOA is typically created and vested with specific
roles, responsibilities, and rights by the project’s legal documents in compliance with applicable laws. For
FHLBI’s purposes, the term HOA includes ahomeowners’ association, acommon interest community
association, acooperative corporation, and othersimilar entities.

Housing and Urban Development (HUD)
The United States Department of Housing and Urban Development.

HUD-1 Settlement Statement

A formrequired by federal law that provides disclosures to borrower(s) of the final loan terms and costs of
the mortgage loan transaction. References to “settlement statement” include the HUD-1Settlement
Statementand Closing Disclosure forms, as applicable, based on the application date of the mortgage loan.

Independent Audit (I1A)

An independent auditorthat meets the auditor qualifications required by the banking agency orfederal
regulatingauthority that has jurisdiction over the particular Sellerincluding the qualifications relating to
independenceand continuing professional education. Additionally, the audit organization must meet the
quality control standards of such banking agency or federal regulatory authority.

Initial Certification

The Document Custodian’s certification that it has received all mortgage documents required by Appendix A
for Initial Certification to be inthe Custody File atleast one business day priorto the applicable Settlement
Date.

Installment Land Contract
An agreementto transfertitle to aproperty once conditions of the contract have been fulfilled. Also known
as a contract or bond for deed.

Inter Vivos Revocable Trust
A trust thatan individual creates during his or herlifetime that becomes effective during his or herlifetime,
but which can be changed or canceled at any time forany reason duringits creator’s lifetime.

Interested Party
Anyone (otherthanthe Property Purchaser) who hasafinancial interestin, orcaninfluence the terms and
the sale or transfer of the subject property.

Interim Assignment
The transfer or conveyance of ownership rights to another party.

Investor Property Mortgage
A loansecured by a mortgage on an investment property.
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Juniorlien
SometimesalsoreferredtoasaJunior(Second or Third) Mortgage, a Junior Loan is secured by a mortgage
that does notstand ina firstlien position.

Legal Opinion
A formal written opinion that cites legal precedent from qualified outside legal counsel asto whethera
Security Instrument or other document complies with jurisdictional law and/or practice.

Lender Risk Account (LRA)

The lenderrisk account established on behalf of the Seller for each Master Commitment Contract (MCC) to
provide firstloss coverage after private mortgage insurance, if applicable, for expected losses. The LRA may
be eithera fixed LRAora spread LRA. The required balance of the LRA shall be computed as providedin the
LRA Agreement.

Letter of Determination Review (LODR)
This optionis available through Federal Emergency Management Agency (FEMA) to a property ownerto
appeal alender's flood zone determination.

Letter of Map Amendment (LOMA)

An official amendment, by letter from Federal Emergency Management Agency (FEMA), to an effective
National Flood Insurance Program (NFIP) map. Thisamendment establishes a property’s locationin relation
to the Special Flood Hazard Area (SFHA). LOMAs are usuallyissued because a property has been
inadvertently mapped as beingin the floodplain, butis actually on natural high ground above the base flood
elevation.

Letter of Map Revision (LOMR)
Thisis aresponse from Federal Emergency Management Agency (FEMA) to modify an effective Flood
Insurance Rate Map (FIRM), Flood Boundary and Floodway Map (FBFM), or both.

Lien
A form of security interest granted overan item of property to secure the payment of a debt or performance
of some otherobligation.

Limited Cash Out

A refinance transactionin which the mortgage amount generallyis limited to the sum of the Unpaid Principal
Balance (UPB) of the existing first mortgage, closing costs (including prepaid items), points, and the amount
required to satisfy any mortgage liensif the documented proceeds of the subordinate financingwere solely
usedto acquire the property (if the borrower chooses to satisfy them), and other funds for the borrower’s
use (as longas the amount does not exceed the lesser of $2000 or 2% of the principal amount of the new
mortgage).

Living Trust (Inter Vivos)
An arrangement underwhich one person orentity, called a Trustee, holds legal title to property forthe
benefit of another person, called a Beneficiary.
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Loan
See Mortgage below.

Loan Acquisition System (LAS)
FHLBI’s Loan Acquisition System.

Loan Estimate (LE)

Form that combined the Good Faith Estimate (GFE) and the initial Truth-in-Lending disclosure (initial TIL). The
form providesdisclosures to consumersin understanding key features, costs, and risks of the mortgage loan
for which consumers are applying. This form must be provided to consumers no laterthan the third business
day afterthey submita loanapplication.

Loan Modification
A process where the terms of a mortgage are modified outside of the original terms of the contract agreed to
by the lenderand borrower (i.e. mortgagee and mortgagor).

Loan to Value (LTV)
The loan-to-valueratiois the Unpaid Principal Balance (UPB) of the mortgage divided by the lesser of the
sales price or appraised value of the property.

Loss
The amount payable as a result of a default by the borroweron a loan, calculated in accordance with Section
6 of the Master Commitment Contract (MCC).

Lost Note Affidavit (LNA)
An affidavitfiled forthe missing or destruction of aNote or otherindebtedness secured by the deed of trust,
mortgage or otherinstrument fromthe ownerorholderof the instrument.

Mandatory Delivery Contract (MDC)
A transaction that obligates aSellertosell aspecified dollaramount of mortgages with specified
characteristics to FHLBI at a specified purchase price on aspecified Settlement Date.

Master Agreement
The mortgage sellingand servicing Master Agreement details the obligations of the Sellerand FHLBI
regarding sales and servicing of mortgages.

Master Commitment Contract (MCC)
An agreementbetween FHLBIl and the Sellerto sell aspecified aggregate principal balance of mortgages with
specified characteristics overafixed period of time.

Master Commitment Contract (MCC) Number
As reported in Loan Acquisition System (LAS), anumber FHLBI assigns to all Master Commitment Contracts
(MCCs).
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Master File

The Document Custodian must maintain a Master File in accordance with the Document Custodian Manual
(Appendix A).

Master Servicer
The entity which FHLBI shall contract with to process the monthly remittance reporting of all mortgage
purchases.

Member
A member orassociate of the Federal Home Loan Bank of Indianapolis (FHLBI).

Mortgage

Residential mortgage loan sold to FHLBI by the Seller, evidenced by anote, bond, or other instrument of
indebtedness and secured underamortgage, deed of trust or similarinstrument. Mortgagesinclude such
instruments of indebtedness and security, together with the evidence of title, chattel mortgage orsecurity
agreement, financing statement, and all other documents, instruments, and papers pertainingtothe
mortgage loan.

Mortgage Assumptions
The conveyance of the terms and balance of an existing mortgage to the purchaser of a financed property,
commonlyrequiring that the assuming party is qualified underlender or guarantorguidelines.

Mortgage Documents

Mortgage documentsinclude without limitation; books, documents, files, papers, and otherrecords and data
relatingtoa mortgage, including any maintainedin any database orin any data processing, storage, or
retrieval system.

Mortgage Electronic Registration System (MERS)
An electronicregistration system that eliminates the need forrecorded assignments. Additionalinformation
can be found at www.mersinc.org.

Mortgage Insurance (Ml)

Mortgage insurance issued as creditenhancementforthe loan. Theinsurance providesloss protection for
theinvestorsinthe case of a mortgage default. The MI mayinclude Private Mortgage Insurance (PMI)
and/orSupplemental Mortgage Insurance (SMI).

Mortgage Insurance Certificate
This document serves as evidence of aninsurance policy which compensates lenders orinvestors forlosses
due to the default of a mortgage loan.

Mortgage Product
15, 20, or 30 yearfixedrate, level payment, fully amortizing mortgages specifically described in Section 5.1 of
this Guide.
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Mortgage Purchase Program (MPP)
FHLBI’s Mortgage Purchase Program as documented in this Guide.

Mortgaged Property
The property subjectto a mortgage.

Mortgagee
The lienholderina mortgage transaction.

Mortgagor
The obligorundera mortgage.

No Cash Out
The refinancing of an existing mortgage foran amount equal to or less than the existing outstandingloan
balance plus an additional loan settlement cost.

Non-credit Losses
Alllosses on a mortgage thatare not creditlosses ornon-insured credit losses.

Non-insured Credit Losses
Creditlosses which are not covered by the Supplemental Mortgage Insurance (SMI) due to percentage or
dollarlimits on the coverage orthe failure of a particular mortgage to be covered underthe policy.

Non-QM loans
Loans that are not Qualified Mortgage (QM) compliantand may not receive protection from borrower
Ability-to-Repay (ATR) damage claims ordefenses.

Note
In connection with amortgage, the instrument which evidences aborrower’s obligation to pay a specified
sum of money at a stated interest rate during a specified time.

Note Rate
The Note Rate at which interestaccrues onthe Unpaid Principal Balance (UPB) of a mortgage in accordance
with the provisions of the promissory note secured by such mortgage.

Note Rate Delivery Range
The range of Note Rates eligibleto be delivered undera Mandatory Delivery Contract (MDC) and specified on
the MDC.

Offer Price
The commitment specific price for mortgages established by FHLBI as of the pair-off date.

Owner Occupied
A form of housing ownership wherea person, called the owner-occupier, owner-occupant, orhome owner,
ownsthe home inwhich he/she lives.
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Pair-off Amount
The amount obtained by subtracting:
a. thepurchase variance fromthe MDC amountand
b. the UPB of mortgages delivered and accepted for purchase by FHLBI.

Pair-off Date
The earlierof either:
a. thedate the Sellernotifies FHLBI of the cancellation of the Mandatory Delivery Contract (MDC),
or
b. the date onwhichthe MDC expires.

Pair-off Fee
The fee assessed for failure to deliver mortgages according to the terms of the Mandatory Delivery Contract
(MDC).

Pass-through Rate
The Note Rate lessthe applicable servicing spread.

Pay Off Date
The date aloanis paidin full.

Power of Attorney (POA)
A writteninstrumentauthorizing a person, the attorney-in-fact, to actas agent on behalf of another person
to the extentindicatedin the instrument.

Price Sheet
The price sheet of indicative purchase pricesforthe purchase of mortgages published by FHLBI as specifiedin
Section 3.3 of this Guide. Pricingis primarily available viathe Loan Acquisition System (LAS).

Principal
The amount of indebtedness owed by aborrower.

Principal & Interest (P&I) Custodial Account

The account the Servicer deposits mortgage principal and interest payments into, specifically described in
Sections 11.3 and Section 11.3.2 of this Guide.

Private Mortgage Insurance (PMI)
Private Mortgage Insurance.

Private Mortgage Insurance (PMI) Provider
The insurance company providing the Private Mortgage Insurance (PMI) onthe loan.

Program Documents

FHLBI Guidelines, Master Agreement, Master Commitment Contract (MCC), Mandatory Delivery Contract
(MDC), Guide, Document Custodian Manual, and any amendments, bulletins, or agreementsissued by FHLBI
pertainingto MPP.
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Promissory Note
A written agreement between the mortgagorand the mortgagee specifyingthe amount and terms of
repaymentfora loan.

Property or Mortgaged Property
The property that is now or was formerly subject toa mortgage.

Purchase Agreement
An agreemententeredinto forapurchase transaction.

Purchase Price
The percentage setforthina Mandatory Delivery Contract (MDC).

Purchase Proceeds
The dollaramount that FHLBI will pay to the Sellerforthe sale of mortgages as described in Section 5.2.

Purchase Variance

The amount by which the aggregate Unpaid Principal Balance (UPB) of mortgages purchased pursuanttoan
applicable Mandatory Delivery Contract (MDC) may vary from the MDC amount. The purchase varianceis
the greater of 1.0% of the MDC amount or $10,000.

Qualified Mortgage (QM)

Rule amending Regulation Z, whichimplements the Truth in Lending Act (TILA), generally requires creditors
to “make reasonable, good faith determination of aconsumer’s Ability-to-Repay (ATR) any consumer credit
transaction secured by a dwelling.” QM puts a limit on Upfront Points and Fees; and limits on Debt-to-Income
Ratios; No ToxicLoan Features.

Qualifying Indicator Score
The one creditscore identified to represent the eligibility of the mortgage for purchase by MPP as further
describedin Section 6.4.2 of this Guide.

Quality Control Contractor (QCC)

FHLBI may contract with an independent QCCto perform Quality Assurance (QA) reviews of the Seller’s
mortgage salesto FHLBI and of the Seller’s mortgage operations, specifically provided in Section 7.11 of this
Guide.

Ratings Methodology
The methodology utilized by FHLBI to establish the amount of creditenhancement required for the
mortgagesto be delivered underthe Master Commitment Contract (MCC).

Rebuttable Presumption Loans

Higherpricedloansreferstoaloanwith an interest rate thatis more than 1.5% higherthan the current
prime rate that meet the Qualified Mortgage (QM) requirements, but will receive alesserdegree of
protection from damage claims and defenses by borrowers.
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Recertification

Foraloanor group of loans, a certification following atransfer of Seller responsibility or of document
custodianresponsibility that the loan documents satisfy the requirements of the Document Custodian
Manual (Appendix A).

Recording

The act of enteringorrecording documents effecting or conveyinginterestsinreal estate inthe recorder’s
office established in eachjurisdiction. Depending onjurisdictional law and/or practice, untilrecorded, adeed
or mortgage is not generally effective against subsequent purchasers of mortgages.

Remittance Date

A Remittance Date is the day the monthly principal and interest are due. This date is the 15% or the 18" (for
FHA or Conventionalloans respectively) calendar day of each month or the next business day if the 15% or
the 18" calendarday is not a business day.

Restructured Mortgage Loans
Any restructured loan for which the original transaction has been changed, resultingin absoluteforgiveness
of debtor a restructure of debt through eithera modification of the original loan or origination of anew loan
that resultsin any of the following, but not limited to:
e Forgivenessof aportion of principal and/orinterest on eitherthe first or second mortgage
e Application of a principal curtailment by or on behalf of the investorto simulate principal forgiveness
e Conversionofany portion of the original mortgage debt to a soft subordinate mortgage
e Conversion of any portion of the original mortgage debtfrom secured to unsecured

Rider
A document attached toa Note orSecurity Instrumentamending the document afterits properbody cannot
be amended and restated.

Safe Harbor Loans

Lower priced loans that meetregulatory requirements specified for Qualified Mortgage (QM) Safe Harbor
Loans will be protected from damage claims and defenses by borrowers based on a failure to meet Ability-to-
Repay (ATR) requirements.

Schedule of Mortgages

Specifies details of loans that have been delivered into a Mandatory Delivery Contract (MDC). The Schedule
of Mortgages iscreatedin and printed from the Loan Acquisition System (LAS) and is based on data provided
by the Seller.
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Scheduled Interest

The interest due to FHLBI each calendar month undereach mortgage as computed as one-twelfth of the
Pass-Through Rate payable onthe mortgage, multiplied by the beginning scheduled balance of the mortgage
on the cut-off date priorto the calendar month in which the interest payment on the mortgage isdue.

For Remittance, the interest reported each calendar month undereach mortgage as computed as one-
twelfth of the Note Rate payable on the mortgage, multiplied by the beginning scheduled balance of the
mortgage on the cut-off date priorto the calendar monthin which the interest payment on the mortgage is
due.

Scheduled Principal
The scheduled amount of principal due onthe mortgage on the first day of the calendar month in which the
principal payment on the mortgage isdue.

Security Deed
A conveyance constructed as a deed transferring title, notas a mortgage, thatis intended to collateralize the
payment of all sums secured thereby.

Security Instrument

A written document by which the title to property is conveyed or deposited as security for the satisfaction of
an obligation orthe payment of a debt. The most common Security Instruments are mortgages and deeds of
trust.

Self Custody
Self Custodyiswhenthe Selleralso acts as the Document Custodian.

Seller
The member, approved by FHLBI for MPP and actingin the capacity of Seller of mortgagesto FHLBI.

Servicer
The entity who owns the servicingrights fora particularloan or pool of loansand who bears the
responsibility of servicing the loan forthe borrowerand the investor.

Servicing
The duties of a Servicerto service mortgages specifically provided in Section 10and Section 14, and various
areas inthis Guide, andin the other Program Documents.

Servicing Fee

The dollaramountthat is retained by the Servicerin exchange for performing servicing functions. The
monthly servicing feeis computed by multiplying 1/12 of the servicing spread by the Unpaid Principal
Balance (UPB).
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Servicing Questionnaire
A Sellerapplyingto become aServicerfor MPP must complete a Servicing Questionnaire. The questionnaire
isreviewed and approved by FHLBI as part of the application to MPP.

Servicing Spread

The servicing spread is specified in the applicable Master Commitment Contract (MCC) and the Mandatory
Delivery Contract (MDC) and represents the compensation payable to the Servicer forthe performance of its
duties underthis Guide.

Settlement Date
The date upon which FHLBI pays the Purchase Proceeds for mortgages pursuant to the applicable Mandatory
Delivery Contract (MDC).

Soft Second
A loanwhose repaymentisforgiven orfully deferred until resale. Nointerestaccrual isallowed duringthe
deferral period.

Spread Lender Risk Account (LRA)
The sum of the Spread LRA fee maintained foraperiod of time subjecttorelease to the Sellerunderterms
specifiedin the Master Commitment Contract (MCC) on any mortgage loan.

Spread Lender Risk Account (LRA) Fee
The portion of the monthly paymentapplied as acontribution to the LRA as detailed by the terms of the
MCC.

Standard Mortgage Insurance (M) Level
As referencedin Section 6.6 of this Guide, Standard Ml Level is mortgage insurance atthe level required by
FHLBI at the time of the mortgage delivery, in accordance with this Guide.

Subservicer
An outside company/servicer hired by aServicerto collect mortgage payments.

Successor Document Custodian
The Document Custodian thatreceives required loan documents when thereis an FHLBI-approved change in
custodial responsibilities.

Supplemental Mortgage Insurance (SMl)
Supplemental Mortgage Insurance, also commonly referred to as pool insurance. The SMI policy provides
mortgage insurance onall loansina given pool or Master Commitment Contract (MCC).

Supplemental Mortgage Insurance (SMI) Provider
The insurance company providing Supplemental Mortgage Insurance (SMI) on the Master Commitment
Contract (MCC).
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Third Party Mortgage Originator (TPO)

A person or company involvedinthe process of marketing mortgages and gathering borrower information
for a mortgage application. Thisinformationis then transferred orsold to the actual mortgage lenderbeinga
Participating Financial Institution (PFl).

TILA-RESPA Integrated Disclosure (TRID) rule

Consolidates four existing disclosures required under TILA and RESPA for closed-end credit transactions
secured by real propertyintotwo forms: a Loan Estimate that must be delivered or placed in the mail no
laterthan the third business day afterreceiving the consumer’s application, and a Closing Disclosure that
must be provided tothe consumerat least three business days priorto consummation.

Title Commitment/Policy
Insurance againstloss resulting from defectsinthe title to real estate.

TransUnion
TransUnionis one of the three majorreporting credit bureaus. Using a variety of credit scoring algorithms,
TransUnion offers an EMPIRICA® score.

Trust

A fiduciary relationship whereby legal titleto property is conveyed to a person or institution, called a trustee,
to be held and administered on behalfof another party, called abeneficiary, which holds equitabletitleto
such property.

Trustee
Any person who holds property, authority, or a position of trust or responsibility for the benefit of another,
and alsoisallowedto do certaintasks but not able to gainincome.

Truth-in-Lending (TIL)

A disclosure that providesinformation to consumers about the costs of credit. The Truth-in-Lending Act
(TILA) requires borrowers receivea TIL disclosure twice: aninitial TILdisclosure when borrowers apply fora
mortgage loan, and a final TILdisclosure before closing. The TILformincludes information about the cost of
the mortgage loanincludingannual percentagerate (APR).

Uniform Appraisal Dataset (UAD)
A standard of common requirements forappraisal and loan delivery data.

Uniform Residential Appraisal Report (URAR)

Available through both Fannie Mae and Freddie Mac, thisformis used for a one-unit property (includingan
individualunitinaPUD projectand an individualunitinadetached condominium project) based upon an
interiorand exterior property inspection.

Unpaid Principal Balance (UPB)
The remaining unpaid principal balance of amortgage as of a particulardate.
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Usury
The act of lendingmoney atan interestrate thatis considered unreasonably high orthatis higherthan the
rate permitted by law.

Verification of Deposit (VOD)
The lenderuses this form forapplications for conventional first or second mortgages to verify the cash
depositsthatthe applicantlisted onthe loan application.

Verification of Employment (VOE)
The lenderuses this form for applications for conventional first or second mortgages to verify the applicant's
past and presentemployment status.

Vertical Independence

The person with hiring, supervising, and compensation authority over employees of the Seller performing
mortgage origination, selling, or servicing functions are different from the persons having similar authority
overthe employees of the Seller exercising its Document Custodian functions.

Whole Loans
A single residential or commercial mortgage thatalenderhasissuedto a borrowerand that has not been
includedinaSecurity.

Zoning
The control by authority of the use of land, and of the buildings thereon. Areas of land are divided by
appropriate authorities into zones within which various uses are permitted.
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2.  Eligibility Determination

2.1 Seller Eligibility Requirements

The following requirements must be metto be eligible asaSeller:

1. FHLBI Membership
The Sellermust be a member of the Federal Home Loan Bank of Indianapolis (FHLBI).

2. Application
The member must complete the application as required in this MPP Guide.

3. Sound Financial Condition
The memberwill be subject to evaluation of financial condition.

4. Experience

The member must be an active originator of conventional mortgages or demonstrate the ability to become
an originator of conventional mortgages. The Servicer must have Mortgage Backed Securities (MBS) style
Scheduled/Scheduled or Actual/Actual reporting capabilities (electronicformat), as applicable.

5. Facilities
The member must have adequate facilities with which to originate and service mortgages, as applicable.

6. Sellingand Servicing Standards
Once approved, the member must be able to follow the Master Agreement, FHLBI Guidelines, this MPP
Guide, and all other Program Documents with respect to originating, selling, and servicing mortgages.

7. Quality Assurance
The member must have a Quality Assurance (QA) program that conforms to the requirements below:

1. The QA program mustenable the Sellerand FHLBI to determine whetherthe Seller's mortgage loan
origination, underwriting, closing, delivery, and servicing procedures meet all of FHLBI’s
requirements. FHLBI’s full QA requirements are outlinedin Section 7.

2. TheSellermustsubmit QA reportsto FHLBI or the Quality Control Contractor (QCC) as requested by
FHLBI.

3. Upondiscovery of any discrepancies or defects throughits QA program, the Seller must notify FHLBI
inwriting of such discrepancies or defects within 30days.

4. Ifthe Sellerwishesto obtain approval inaccordance with Section 4.1 of this Guide to sell mortgages
originated by athird party to FHLBI, the Seller mustalso:

a. Make all of the representations, warranties, and covenants set forth in this Guide to the
same extentasifthe Sellerwere the originator of the mortgages, and

Mortgage Purchase Program Guide as of 08-01-2016
FHLBI Page 31 of 168



5.

b. Ownthe third party originated mortgages as of the date such mortgages are delivered to
FHLBI for purchase.
Please referto Section 6.3.6 of this Guide forfurtherguidance on documentation required for
priorapproval.
In additionto any requested QA reports, the Seller must provide FHLBI, uponits request, with any
explanations of the reports submitted to the Seller’s senior management.

8. Capital Requirements
The memberand the member’s parent corporation, if any, must meetthe capital requirements of each state

and federal regulatory agency with jurisdiction overany of the member’s or parent corporation’s activities
(as applicable).

9. Legal Standing
1. The membermustbe duly organized, validly existing, and in good standing underthe laws of the

jurisdiction of its organization; it must be qualified to transact business and be properly licensedin
each jurisdiction where it originates or services mortgages.

The member mustbe in good standing with all applicable regulatory authorities and not be subject to
any extraordinary supervision of its operations.

The membermust have the powerand authority to enterinto the Master Agreement, MCC, MDC,
the Custodial Agreement, and any other Program Documents.

The member’s compliance with the terms and conditions of the Program Documents, including the
terms and conditions of this Guide, must notviolate any of the provisions of its Articles of
Incorporation, Charter, By-Laws, orany otherinstrumentrelating to the conduct of the member’s
business, the ownership of its property, orany otheragreementto whichitis a party or by whichitis
bound.

10. Insurance
The member must have a Fidelity Bond and Mortgage Errors and Omissions Insurance Policy that meets the
following requirements:

1.

The Sellerisresponsible for maintaining, atits sole costand expense, blanket fidelity and errors and
omissionsinsurance coverage inthe amounts specified below.
If at any time coverage expires orthereisachange in coverage, the Seller mustimmediately deliver
evidence of the new or modified coverage to FHLBI.
Minimum Amount of Coverage Required:
a. The minimum amount of Fidelity and Mortgage Errors and Omissions (E&QO) coverage is based on
the higher of:
i.  Theaggregate principal balance of the Seller’s mortgage servicing portfolio, including
residentialand commercial mortgage loans or
ii.  Theaggregate principal balance of all residential and commercialloans sold by the Seller
on a servicing-released basis during the immediately preceding twelve (12) months.
b. Theamount determined pursuantto the preceding sentenceisthe Base Amount.
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c. Therequisite amountof fidelitycoverage is determined in accordance with the following

schedule:

Base Amount Minimum Coverage Required

$100 million orless $300,000

More than $100 million, butnot $300,000

more than $500 million +0.15% of base over $100 million

More than $500 million, but not $300,000

more than $1 billion +0.15% of $400 million (i.e., $600,000)
+0.125% of base over $500 million

Over$1 billion $300,000
+0.15% of $400 million (i.e., $600,000)
+0.125% of $500 million (i.e., $625,000)
+0.1% of base over $1 billion

d. TheSeller'smortgage E&O coverage must be maintained ata minimum limitequal to the higher

of:
i $300,000 or
ii.  20% of the fidelity coveragerequiredinthe table above.

e. Therequiredinsurance mustbe written by aninsurance carrier with an A.M. Best’s rating of B+
or better. The carrier must be specifically licensed orauthorized by law to transact business
withinthe states orterritories where the properties are located. Lloyd’s of London, although not
rated, isan acceptableinsurer.

f. Theamount of coverage required foradirect surety bond covering officers notincludedinthe
Seller’s Fidelity Bond coverage is calculated pursuantto the preceding schedule except thatthe
base amountis the aggregate Unpaid Principle Balance (UPB) of mortgages serviced by the Seller.

4. Scope of Coverage

1. The Fidelity Bond and Mortgage E&O coverage mustinsure the Selleragainstlosses resulting
fromdishonest orfraudulent acts committed by the Seller’s personnel including any employees
of outside firms that provide data processing services forthe Sellerand temporary contract
employees orstudentinterns.

2. TheFidelity Bond coverage mustalso protect FHLBI against dishonest orfraudulent acts by the
Seller’s principal owner, if the Seller’s insurance writer provides that type of coverage.

3. Inadditiontodishonesty andfraud, the E&O policy must protect the Selleragainst negligence,
errors, and omissionsin:

a. maintaininghazard and flood insurance that meets the requirements of this Guide

b. maintaining mortgage insurance

c. determiningwhether mortgaged properties are locatedin special flood hazard areas
d. payingreal estate taxesand any special assessments

e. complyingwith FHLBIreporting requirements
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4. Each F|del|ty Bond and Mortgage E&O Insurance Policy must satisfy the following requirements:

FHLBI mustbe named as a loss payee on drafts the insurerissues to pay for covered
losses FHLBI incurs.

FHLBI must have the rightto file aclaim directly with the insurerif the Sellerfailstofile a
claimfor a coveredloss that FHLBI incurs.

FHLBI must be notified atleast 10 days before the insurer cancels, reduces, declines to
renew, orimposes arestrictive modification tothe Seller’s coverage forany reason.

5. Deductible
a. Thedeductible underany Mortgage E&O Insurance Policy may be no greaterthan 5% of the loss
peroccurrence.

b. Thedeductible forfidelityand direct surety coverage may be nomore than the greater of
$100,000 or 5% of the face amount of the bond.
6. DocumentCustodian Eligibility

The Document Custodian must meetthe insurance requirements specified in the Document
Custodian Manual (Appendix A).

2.1.1 Compliance Reporting Requirements

1.

2.

The Sellermust deliver copies of itsinternal QA reports to FHLBI or the QCC as requested by
FHLBI.

The Sellermust deliver copies of any audit reportsissued by governmental agencies such as
HUD, Fannie Mae, Freddie Mac, or any other FHLBank mortgage purchase program regarding
the Sellerto FHLBI within 15 days of the Seller’s receipt of such reports.

If any disciplinary action is taken by any such agency, including suspension or termination of
the Seller’s servicing or selling rights, the Seller must notify FHLBI within three business days
of such action.

2.1.2 Secured Obligations

1

All of the obligations of the Seller underthis Guide, the Master Agreement, any MCCs, any
MDCs, and any other Program Documents shall be deemedto be obligations as such termis
usedinthe Advances, Pledge, and Security Agreement between the Sellerand FHLBI.

The Advances, Pledge, and Security Agreement secures the payment and performance of all
obligations as specifically described in the Advances, Pledge, and Security Agreement.
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2.2

2.1.3 Lender Risk Account

1. TheSellerdirectly bearsthe responsibilityforexpected losses onthe mortgages sold to FHLBI
underan MCC. This isaccomplished through the LenderRisk Account (LRA) and may be
eitherafixed LRA or a spread LRA.

2. Fundsinboth the fixed LRA and spread LRA will be retained by FHLBI for a fixed period of
time as specifiedinthe MCC. Fundsin excess of the scheduled retention amount will be
released tothe PFlunlessthere are defaulted loans (as definedin Section 16.1) inthe
pertaining MCC or aggregated pool of MCCs, in which case the releasablefunds with be
withheld untilthe defaulted loans are resolved.

3. Forfixed LRAs, anadministrative fee may be assessed inanamountas specifiedin the
individual MCCbased onthe LRA release amountand shall be deducted priorto the annual
LRA disbursementas outlined inthe MCC.

Continuing Eligibility
Any memberapproved for participationin MPP must continue to meetthe requirements listed in
Section 2.3 of this Guide, all otherrequirementsin this Guide, and other Program Documentsin
orderto maintainits eligibility.
If a Sellerfailsto maintainits eligibility, it must notify FHLBI. If a Sellerreports to FHLBI that it has
failed to maintainits eligibility, orif FHLBI determines thatthe Seller has failed to maintainits
eligibility, FHLBI may decline to enterinto any further MCCs or MDCs with such Seller.
Sellers will be subjectto review on a periodicbasisto ensure compliance with the Master
Agreement, FHLBI Guidelines, this Guide, all other Program Documents, and established policies of
FHLBI’s Board of Directors to ensure maintenance of asatisfactory financial condition as determined
by FHLBI. If a Sellerdoes notsell loans foraperiodin excess of twelve (12) months, an update to this
application process willbe required.
Sellers must maintain industry standard mortgage servicing practices for all outstanding mortgages
with delinquency rates that do not exceed the thresholds specified in Section 16.2 of this Guide.
Requests by a Sellerto enterinto new MCCs or MDCs may be limited ordenied if the delinquency
rates exceed those thresholds.
At all times the Seller must service the mortgages in accordance with the requirements of the Master
Agreement, FHLBI Guidelines, this Guide, and all other Program Documents. The Seller may:

a) Subcontract with third parties forthe performance of its servicing obligations only as

providedin Section 8and Section 10.2.7 hereof, or

b) Assignitsservicingrights pursuantto Section 8.

2.2.1 Notification of Changes
The Seller must send FHLBI written notice of any contemplated significant changesinits organization,
including with its notice copies of any filings with, orapprovals from, its regulators.
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2211 Changes to Corporate Authority

Ifthe Sellerrevokesinwholeorin part any authority setforthin a certified Corporate Resolution
deliveredto FHLBIin accordance with Section 2.3.1 of this Guide, the Seller mustimmediately deliverto
FHLBI a completed Loan Acquisition System (LAS) request for User D & Password form requesting
deletion of the user’'s LAS userIDfollowed by an updated certified Corporate Resolution, as applicable.
FHLBI shall not be bound by any such revocation until it receives such replacement documentation.

2.2.1.2 Other significant changes

FHLBI requires written notice of, amongotherthings, and without limitation, the following significant
changesrelatingtothe Seller:

1. TheSellermustimmediately notify FHLBI of each pending adverse Government Sponsored
Enterprise (GSE) or other FHLBank action that affects the Seller, including any letter of
reprimand, probation, suspension, withdrawal of Seller/Servicer approval, orfine.

2. TheSelleralso mustdisclose to FHLBIimmediately if it orany of its principals become the subject
of any proceedings forgovernment debarment or HUD, Fannie Mae, Freddie Mac, or other
FHLBank program exclusion.

3. Anymergers, consolidations, orreorganizations.

4. Anydirectorindirectsubstantial change in ownership (anindirect change in ownershipincludes
any change inthe ownership of the Seller’s parent, any owner of the parent, orany beneficial
ownerof the Sellerthatdoes notown a directinterestinthe Seller).

Any change in corporate name.

Any change from a federal charterto a state charter (orvice versa).

A significant change in financial condition.

The sale of all, or substantially all, of the Seller’s assets ora line of business.

® N o u

If the Sellerfailsto performits obligations underthis section (Section 2.2.1.2), FHLBI may terminate any
obligation that FHLBI may have underthe Master Agreement or MCC.
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2.2.2 Periodic Eligibility Review
The Seller must make available the following documentation as requested by FHLBI:

2.3

1. Annually, the Seller must make availableits most recentfinancial statements (if available)to
FHLBI, and, if the Seller has a parent corporation, the Seller must also deliverthe parent
corporation’s most recent financial statements.

2.  TheSellermust make available areport summarizingits overall delinquency statistics for
the prior yearto FHLBI.

3. TheSellerorits assigned Servicer or Subservicer will undergo periodicservicing audits
performed by FHLBI’s QCC.

4. TheSellerorits assigned Document Custodian will undergo periodicdocument custodial
audits performed by FHLBI’s QCC or FHLBI staff.

5. TheSellermust provide other documentation as may be necessary to satisfy FHLBI that the
Seller meets, and will continue to meet, the eligibility requirements of this Guide.

Documentation Requirements

To be a Sellerin FHLBI’s MPP, each member must complete and submitthe following to FHLBI unless
otherwise waived:

1
2.
3.

Complete MPP Application.

QA procedures for conventional mortgages.

QA proceduresforFederal Housing Administration (FHA) mortgages (if the memberis applying to sell
FHA loansto FHLBI).

Certificate of Insurance for each of the member’s Fidelity Bond and Mortgage E&O insurance
policies.

Servicing Questionnaire, if applicable.

Organizational chart showingthe member and all affiliate relationships.

Resumes of key personnelwho oversee the following functions:

e Production e Underwriting
e Secondary Market e InvestorDelivery
e Quality Assurance e Mortgage Loan Accounting

e Mortgage Loan Servicing
Electronicfile of asample loan portfolio representing loans that would be submitted to FHLBI for
purchase underthe member’s MCC, (if the member desires an MCC customized to their book of
business.
Otherinformation as may be requested by FHLBI.
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2.3.1 Additional Required Documents
A duly authorized officer of the member must execute and submit the following documents,
correct and complete in all material respects, to FHLBI:

1.

No uvuer wN

Corporate Resolution(s)

A copy of a corporate resolutioninaform acceptable to FHLBI and, as applicable, an original,
corporate resolution regarding change of name.

Master Agreement

Master Commitment Contract (MCC)

Custodial Agreement(s), as applicable

Consentand acknowledgement of servicingtransfer, as applicable

Advances, Pledge, and Security Agreement, if not already on file at FHLBI

Representation and Warranty Agreementforacquired memberassets
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3. CommitmentProcess

3.1 Seller Approval Procedure

Aftera Sellerisapproved, in orderto participate in MPP, a Master Agreement must be executed and,
pursuantto the Master Agreement, also a Master Commitment Contract (MCC).

3.2 Program Documentation

3.2.1 Master Agreement
The Seller must execute the Master Agreement as provided by FHLBI.

3.2.2 Master Commitment Contract (MCC)

Pursuantto the Master Agreement, the Seller must executean MCC, as provided by FHLBI. This contract
establishes abest efforts agreement between FHLBI and the Sellerforthe Sellerto sell mortgagesto
FHLBI. The MCC details the expected composition of the portfolio to be sold to FHLBI. This contract also
includesthe LRA rate (fixed orspread) and Supplemental Mortgage Insurance (SMI) rate, if any, for the
mortgagesto be sold.

3.2.3 Mandatory Delivery Contract (MDC)

a. Pursuantto the Master Agreementand the MCC, the Seller must execute an electronic
transaction using FHLBI’s Loan Acquisition System (LAS) in orderto enterintoan MDC. The
MDC shall establish the following contract terms:

e Contract commitmentamount

e Type of mortgage product

¢ Note Rate delivery range (in 1/8% increments)
e Purchase prices

e Servicingspread

e Deliveryperiod deadline

b. The Seller'soffertosell mortgagesincorporatingthe contracttermsidentified aboveand
FHLBI’s agreementto purchase such mortgages at the applicable purchase prices established
and accepted by FHLBI establishes the MDC.
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3.3 Obtaining Prices
1. Each bond marketbusiness day, at9:30 a.m. Eastern (EST) time, indicative pricing will be available to
the Selleron FHLBI’s LAS.
2. Theindicative purchase prices will be quoted for mortgages with 15, 20, or 30 -yeartermsto

maturity.

3. ForeachSettlementDate, the indicative purchase prices will be quoted for eligible Note Ratesin
1/8% increments.

4. TheSellermayselectarange of Note Ratesfor delivery underan MDC. The range parameters will be
specified by FHLBI on the MDC.

5. FHLBI may change indicative purchase prices and range parameters, or suspend accepting MDCs at
any time, atits sole discretion.

3.3.1 Hoursduring Which Contracts May Be Obtained

Purchase prices will generally be established at 9:30 a.m. Eastern (EST) time each bond market business
day. MDCs for the sale of mortgages to FHLBI may be obtained during normal trading hours each bond
marketbusiness day, orsuch othertime as determined by FHLBI, at its sole discretion.

3.4 Delivery Contract

3.4.1 Required Documentation
1. Thefollowinginformation mustbe provided by the Sellerto FHLBI at the time each MDC is
enteredinto. Thisinformationis provided toandverified through LAS:

a.
b.

- 0o o o

MCC Number

Username and password information, whichistied to the Authorized Seller
Representative’s name, title, and telephone numberin LAS

Mortgage product

Delivery period

Contract commitmentamount

Note Rate range

3.4.2 Mandatory Delivery Requirements
1. Priortothe Settlement Date, the Seller must electronically deliverto FHLBI mortgages that

meetthe requirements of the MCC, the MDC, this Guide, and documentation criteriain
effectatthe time the MDC was established.

2. TheSellermust ensure thatthe mortgages are originated farenough in advance of the
Settlement Date to permit any document corrections which may be necessary priorto
FHLBI’s purchase of the mortgages or, if allowed by FHLBI, substitution for any defective
mortgages.
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3. Theaggregate UPB of such mortgages delivered for purchase by FHLBI may not vary from the
contract commitmentamount by more thanthe purchase variance, i.e., the greater of 1.0%
of the contract commitmentamount or $10,000.

4. FHLBI reservesthe rightto extend or pairoff any MDC not certified and delivered the day
before the Settlement Date.

3.4.3 Defective Delivery

1. TheSellermay obtaina Settlement Date extension as providedin Section 3.4.4 of this Guide.
If the Sellerfailsto deliver mortgages to FHLBI as and whenrequired by the terms of the
MDC and has not obtained an MDC extension, the Seller may pay a pair-off fee as provided in
Section 3.4.6 of this Guide.

2. Ifany mortgage received by FHLBI in connection withan MDC is not in purchasable formor
does notconform tothe MDC requirements, the mortgage will be deemed notto have been
delivered for purposes of satisfying the Seller’s obligations under the MDC. FHLBI may, at its
sole and absolute discretion, reject any mortgage for purchase for any reasonincluding, but
not limited to the following:

a. The mortgageis a defective mortgage

b. Failure of the mortgage to satisfy all FHLBI Guidelines

c. Suspectedfraudinthe origination of the mortgage

d. A breachof anyother representation, warranty, or covenant made with respectto
the mortgage as stated in the Program Documents.

3. Ifthe defects which cause the mortgage notto be purchasable are not cured on or before
the applicable Settlement Date, the Seller may elect one of the following options:

a. Decreasethe purchase proceeds, request extension of the Settlement Date, orcure
the defectson or before the extended Settlement Date, all in accordance with
Section 3.4.4 of this Guide.

b. Pay a pair-offfee as providedin Section 3.4.6 of this Guide.

c. Replace defective loan with a Mortgage loan that meets the terms of MDC.

3.4.4 Settlement Date Extension
1. TheSeller may extend, atthe option of FHLBI, the Settlement Date foran active MDC once
the Seller has determined thatit will not be able to deliverthe mortgages necessary to
satisfy the MDC prior to the applicable Settlement Date.
2. Extensions may be requested before the applicable Settlement Date by contacting FHLBI.
3. Ifan extensionisgranted, the purchase price, as established inthe MDC, may be adjusted
based upon current prices, exceptinthe following circumstance:

If at the time the Sellerrequests an extension, FHLBI is no longer publishing a price for
mortgages having a Note Rate the same as the Note Rate of mortgages provided in the MDC,
the purchase price shall be the lower of:
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a. anofferprice calculated by FHLBI with reference to the prices and rates that it is
publishingin accordance with Section 3.3 of this Guide for mortgages with the
same characteristics on the bond market business day that Sellerrequests
extension of the Settlement Date that resultsinthe same yield to FHLBI as the
purchase price initially established in the applicable MDC or

b. the purchase priceinitially establishedinthe applicable MDCreduced based
upon current market prices.

Confirmation of the extension will be transmitted viaemail to the Seller.

4. FHLBI shall notbe required to purchase mortgages notdelivered priorto the Settlement
Date; however, the Seller may pay FHLBI a pair-off fee as provided in Section 3.4.6 of this
Guide.

3.4.5 Mandatory Delivery Contract Cancelation
1. Priortothedelivery of all of the mortgagesthatthe Sellerisrequiredtosell underan MDC,
the Seller may cancel an MDC by contacting FHLBI and indicating the specificreasons for
cancellation.
2. FHLBI will calculate a pair-off fee based upon the amount of the MDC that is not filled.

3.4.6 Pair-off Fees
1. TheSeller may pay FHLBI a pair-off fee if the sum of the aggregate UPB of the mortgages
delivered forsale to FHLBI priorto the Settlement Date is less than the sum of the aggregate
UPB of mortgagesrequiredto be delivered to FHLBI underthe applicable MDC, less the
amount equal to the purchase variance underthe applicable MDC.
2. A mortgage received by FHLBI will notbe deemedto be delivered to FHLBI for purposes of
this Guide if the mortgage meets any of the following conditions:
a. Notin purchasable form
b. Defective mortgage
c. Doesnot satisfy the terms or otherrequirements of the applicable MDC, this Guide,
or any other Program Documents
d. Suspectedoffraudinitsorigination
e. Inbreachof anyrepresentation, warranty, or covenant made with respectto the
mortgage as stated in the Program Documents.
3. The pair-off date foran MDC is the earlier of:
a. Date of notification from Seller of MDC cancellation
b. MDC Expiration Date
4. The pair-off fee shall be debited from the Seller’'s Cash Management Services (CMS) account
on the applicable Settlement Date.
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5. Pair-off Fee Calculation example:

Pair-Off Fee Calculation Pair-Off Fee
Lowest MDC Note Rate, current 7 day offer price 101.95784%
Pair-Off Adjustment (add 1/32) 0.03125%
Adjusted Pair-Off Price 101.98909%
Original MDC Amount $256,000.00
Variance allowance $10,000.00
Settlement balance of loans delivered $181,000.00

Amountto be paired-off (original amount—variance — loans $65,000.00
delivered

Lowest MDC Note Rate, price at Commitment 101.35761%

Price difference (adjusted Pair-Off Price —Commitment Price) | 0.63148%

Pair-Off Fee due (Amount to be paired-off multiplied by the $410.46
price difference)

3.4.7 Increasing the MDC Amount

The Sellermay requestan MDC increase toaccommodate a loan change or loan substitution. FHLBI
reservestherighttoassessfeesorimpose price adjustments based on current market pricesif the
requestisallowed.
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4.  Sale Requirements

4.1 General

1. Compliance with Guidelines:

a.

Afterexecutingan MDC, the Seller assembles the mortgages thatit has originated or
acquired.

The Sellermust ensure thatall mortgages are legal, valid, binding,and enforceable
obligations of the respective mortgagors; that all mortgages the Seller originated oracquired
are incompliance with FHLBI Guidelines, this Guide, the Master Agreement, and the other
Program Documents.

2. Custodians, Escrow Accounts, and Data Transmission
Before mortgages can be sold to FHLBI, the Seller must establish required custodial relationships and
provide detailed loan datato FHLBI through LAS.

3. Third Party Acquisitions
Ifthe Sellersells mortgages to FHLBI which were acquired from third party lenders, the Seller must meet
each of the following requirements:

d.

Make all of the representations, warranties, and covenants set forth in this Guide to the
same extentasifthe Sellerwere the originator of the mortgages.

Own the third party originated mortgages as of the date such mortgagesare delivered to
FHLBI for purchase.

Meet all requirements of Section 6.3.6for third party originated mortgages.

4.2 Underwriting
1. TheSellerwill be given delegated underwriting authority and willnot be required to submit credit

and loan documentation packages to FHLBI priorto purchase.

2. Mortgages must be underwritteninaccordance with this Guide orthe applicable GSE Guidelines to
the extentsetforthin Section 6 of this Guide.

4.3 Loan Data Transmission to FHLBI
1. TheSellermustelectronically transmitloan datarelated to the mortgages delivered underan MDC to
FHLBI via LAS priorto the Settlement Date.
2. TheSellershall providetransmitted loan datathatincludes the datafields and format specified by

FHLBI; as such format may be amended fromtime totime.
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4.4  Custodial Accounts
1. TheSellermustestablish separate custodial accounts with a Funds Custodian to hold Principal &
Interest (P&I) fundsand escrow payments for the mortgages.
2. TheSelleroran affiliate of the Seller may act as the Funds Custodian provided it meets the applicable
eligibility requirements specified by FHLBI as providedin Section 11 of this Guide.
3. Each Funds Custodian must execute a P&I Custodial Agreementand an Escrow Custodial Agreement.

4.4.1 Document Custodian
The Document Custodianis responsible forthe following, as more specifically detailed in the Document
Custodian Manual (Appendix A):

1. TheSellermusthave a Document Custodian that has enteredinto acustodial agreement with
FHLBI and is qualified.

2. TheSellershall deliver each Custody File tothe Document Custodian.

The Document Custodian shall review the custody files against the Schedule of Mortgages
prepared and delivered by the Seller as part of an.

4. The Document Custodian shall certify to FHLBI that the Custody Files accurately represent the
mortgages describedinthe applicable Schedule of Mortgages and are inthe Document
Custodian’s control. AnInitial Certification will be performed by the Document Custodian on or
before the applicable Settlement Date.

5. The Document Custodian shall maintain control of the Custody Fileat all times while the
mortgage isowned by FHLBI.

6. TheSelleroran affiliate of the Seller may act as the Document Custodian provided it meets the
eligibility requirements and provided thatitis approved as such by FHLBI.

4.4.2 Custody File

The Sellershall deliver to the Document Custodian by the applicable date all documents required by
Appendix AforinclusioninaCustody File for each mortgage. Upon receiptand following review of all
Custody Files, the Document Custodian will make the following certification:

1. Initial certification
On or before the applicable Settlement Date, the Document Custodian shall certify that the
Custody File contains all the documents required for Initial Certification as outlined in Appendix
A.

2. Document Custodian Certification Process
In accordance with the Custodial Agreement and the Document Custodian Manual, the
Document Custodian must review and examineall documents that the Seller delivers to ensure
that all required documentationisreceived and conforms to FHLBI requirements.
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4.5

Ifthe documentationis complete and acceptable as required for Initial Certification, the
Document Custodian shall certify the documentationin LAS or provide the applicable
Certification Form (Exhibit A of the Custodial Agreement)for Initial Certification.

Settlement with FHLBI

Following Initial Certification, the Funding Schedule will be available in LAS.

On the Settlement Date, FHLBI will purchase a 100% ownership interestin each mortgage
transmitted to FHLBI and listed on the Funding Schedule.

FHLBI will pay the purchase proceeds forthe mortgages on the applicable Settlement Date by
crediting the Seller’s CMS account.

Unless otherwise provided forin Section 8 or Section 10 of this Guide or other Program Documents,
the Seller will retain the servicing responsibility forthe mortgages while the mortgages are owned by
FHLBI.

Pursuantto Section 19, a third party whose participation interest has been notified tothe Seller via

an MCC, MDC, or separately, the settlement contemplated by this section (Section 4.5) shall be
deemedtotake effectasa sale by the Seller, and a purchase by each of FHLBI and such third party or
third parties (forthese purposes, the participants), of a participation interestin each mortgage listed
on the FundingSchedule in the percentages so notified to the Seller.

The sum of all participationinterest percentages in each mortgage will be 100%. The Sellershall also
be deemedto have assigned the bare legal title to each such mortgage to FHLBI foritselfand on
behalf of each other participantin accordance with theirrespective interests, automatically and
immediately after the sale of such participations.

For all purposes of the Master Agreement, where such asale and purchase of participations has
occurred, the Sellershall continueto conduct business with FHLBI, however all rights of FHLBI will be
held byit forthe benefit of FHLBl and each other participantin accordance with theirrespective
interests.

Mortgage Purchase Program Guide as of 08-01-2016

FHLBI

Page 46 of 168



5. MortgagePurchase
5.1 Mortgage Criteria
1. FHLBI will purchase mortgages underwritten to this Guide as specifiedin Section 6subjectto the
limitations specifiedin this section (Section 5.1) and the applicable MCC.
2. Mortgage Amount
FHLBI will purchase conventional mortgages, the maximum original principal amounts of which do
not exceed the standard maximum original principalamount allowed by GSEs for the areain which
the propertyislocated.
3. Mortgage Term
The maximum mortgage termis 30 years beyond the date of the first monthly payment. The
minimum mortgage termis five years.
4. Loan to Value (LTV) Ratios
The maximum LTV and combined LTV ratio for a mortgage is 95/90%, subjecttothe limitations
describedin Section 6.
5. Date of First Payment

The date of the first scheduled monthly payment of principaland interest must be no more than 120
days from the Note Date to the Settlement Date, unless specifically authorized by FHLBI.
Amortization
Each mortgage must commence principal amortization no laterthan the monthimmediately
followingthe monthin which the mortgage is purchased by FHLBI.
Delinquency Status
If either of the following occur as of the Settlement Date, FHLBI shall not purchase the mortgage:

a. the mortgagor has failed to make apayment due underthe mortgage within 30 days

aftersuch paymentisdue duringthe twelve (12) months priorto the Settlement Date

b. ifany paymentsare pastdue on the Settlement Date

Any such mortgage shall be deemed a defective mortgage.
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5.2

8. Repurchases

FHLBI has the rightto require the Sellerto repurchase any mortgage underthe following
circumstances:

a. The Custody Fileisdeficient with respecttothe parameters setforthinthe Document
Custodian Manual.

b. A claimwithrespecttoa mortgage underthe Private Mortgage Insurance (PMI) or SMI
policy hasbeen denied resultingfrom abreach by the Sellerorthe Servicer, as
applicable, of any representation, warranty, or covenant made in this Guide orany other
program document. A Repurchase Demand will be made to the Seller foranyloan which
the SMI Provider has rescinded SMI coverage.

c. Anycircumstance occurs that constitutes a breach of any of the representations,
warranties, or covenants made with respect to the mortgage as stated in the Program
Documents.

Purchase Proceeds

Following Initial Certification, the Funding Schedule will be available in LAS, which discloses the
allocation of the Purchase Proceeds to principal, interest, and fees for each mortgage sold to FHLBI.
The Seller must verify the accuracy of the data containedin such Funding Scheduleand promptly
reportany discrepanciesto FHLBI.

The Purchase Proceeds remitted by FHLBI to the Sellerin connection with the purchase of a
mortgage will equal the product of the applicable purchase price stated in the MDC and the
scheduled UPB on the cut-off date immediately priorto the Settlement Date, increased or decreased
by accruedintereston the mortgage during the month of purchase, as described directly below.

The following paragraphs describe the calculation of purchase proceeds for mortgages sold to FHLBI
minus any applicable fees:

a. UPB Purchased
i.  Thescheduled UPBagainst which the purchase price isapplied will be the

scheduled UPB of the mortgage at the close of business on the first day of the
calendar month in which the Settlement Date occurs.

ii.  TheSellershall be entitled toretainall scheduled principal and interest
payments due on the mortgage on or before the Settlement Date.

iii.  Payoffs, curtailments, and otherunscheduled payments made by mortgagors
afterthe cut-off date immediately priorto the Settlement Date willbe the
property of FHLBI.
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b. Accrued Interest

FHLBI isentitled to receive the principal and interest payment scheduled to be
received on the first day of the monthinthe month immediately following the
Settlement Date.

FHLBI will pay the Selleraccruedinterest at the Pass-Through Rate fromand
includingthe first day of the calendar month following the cut-off date through
and includingthe day priorto the Settlement Date. All calculations of accrued
interestshall be made on the basis of actual days elapsedin a360-day year.

For Example:

Cut-Off Date January 31
Settlement Date February 25

Seller will pay FHLBI accrued interest if the first payment due date onthe loanis
the month after the month immediately following the Settlement Date.

a. Purchase priceiscalculated on scheduled UPB at close of business on
February 1; FHLBI will pay accrued interest at the Pass-Through rate
fromand including February 1through and including February 24.

b. Sellerretainsall scheduled payments of principal andinterest due on
or before January 31; all payoffs, curtailments, and unscheduled
payments received afterJanuary 31 are property of FHLBI.
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6. FHLBIUnderwriting Guidelines

Attention: FHLBI will accept any loan that has been underwritten in accordance with FHLBI’s underwriting
guidelines contained in this section (Section 6) provided thatthe loan also meets criteria established inthe
applicable MCC.

6.1 Limitations & Restrictions
In additionto the underwriting guidelines provided in this section (Section 6), the following limitations and
restrictions are highlighted:

6.1.1 Partnerships and Corporations
Mortgages to general partnerships, limited partnerships, and corporations are not eligible for FHLBI
purchase.

6.1.2 Manufactured and Mobile Homes
FHLBI will not purchase manufactured or mobile home loans. Referto Section 6.5.5for a detailed
definition of manufactured and mobile home properties.

6.1.3 Borrower Eligibility
FHLBI will not acceptloans made to a borrower(s) thatis a director, officer, employee, attorney oragent
of the Seller or FHLBI, provided they are personally liable forthe obligation.

6.1.4 Other Eligibility Requirements
FHLBI will not accept Life Estates.

Rate Concessions and Buy Downs are not eligible for purchase.

Escrow Holdbacks are generally not permitted (except grade and seed), unless approved by FHLBI.

6.2 Maximum Age of Documentation
Maximum age of documentation (the Note Date for existing homes and the Effective Date of Permanent

Financing/Conversion to Permanent Financing for New Construction) should follow Agency Guidelines. See
Section 6.6.1 of this Guide for furtherclarification of age of appraisal guidelines.

Property Type Maximum Age of All Other Documentation
Appraisal Report (including Credit Reports)

ExistingHome 120 Days 120 Days

New Construction 120 Days 120 Days

Note:The exceptiontothe above tableisasfollows:
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Single-closing transactions with credit and appraisal documents dated more than 4 months but not exceeding
18 monthsold at the time of the conversion to permanent financing are eligible for deliveryif all of the
following conditions were met at the time of the original closing of the construction loan:

o Thedocumentswere dated within 120 days of the original closing date of the construction loan.

e ThelTV, CLTV, and HCLTV ratios do not exceed 70%.

e Theborrowerhas a minimum credit score of 700.

e Theloan was underwritten through DUand received an Approve/Eligible recommendation. Manual
underwritingis not permitted.

6.3 Eligible Loans

In addition, FHLBI requires all loans sold into MPP to meet the definition of QMloans, as definedin
applicable CFPBregulations, and to meet the CFPB’s Safe Harbor QM requirements. FHLBI requiresall loans
to meetthe Ability-to-Repay (ATR) rules established by the (CFPB). The ATR rule requires thatareasonable,
good faith determinationis made before orwhen the loanis consummated, and that the borrowerhasa
reasonable ability to repay the loan.

The eight underwriting factors established by the CFPB must be considered, and the loan must be
documented accordingly. These factorsinclude analysis and review of the borrower’s:

Currentor reasonably expected incomeorassets
Currentemployment status

Monthly payment onthe covered transaction
Monthly paymenton any simultaneous loan
Monthly payment for mortgage-related obligations
Currentdebtobligations, alimony, and child support
Monthly debt-to-income ratio or residual income
Credit history

® N VA WNE

All mortgages are eligible for property types listed in this section (Section 6.3).

1. Property Types
e Single family, detached residences (including modular housing). Properties with acreage
above 5 acres and no more than 40 acres must meetrequirements outlinedin Section 6.6.3
of this Guide. Acreage in excess of 40 acres requires priorapproval by FHLBI.
e Two,three, and four-family residences
e Planned Unit Developments (PUDs)
e Low-rise and high-rise condominiums
2. Occupancy Types
e Owneroccupied
e Secondhomes
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3. Maximum Original Loan Amounts
The maximum loan amounts eligible for purchase by FHLBI are based upon the conformingloan
limits listed below, subjectto periodicreview. In addition, FHLBI will allow High Balance loans as
designated by maximum loan amounts allowed per county.

The MPP Departmentwillfollow the loan amounts published in accordance with the terms of the
Housing and Economic Recovery Act of 2008 per county.

Number of Units Maximum Original Propertiesin Alaska and
Loan Amount Hawaii

1 $417,000 $625,500

2 $533,850 $800,775

3 $645,300 $967,950

4 $801,950 $1,202,925

6.3.1 Maximum Loan to Value (LTV)
1. LTViscalculated usingthe lesserof the sales price (total acquisition cost for new construction) or
appraisedvalue of the property.

Property Type Maximum LTV
1 Unit 95%
2 Units 85%
3-4 Units 75%

2. Forloanswithfinanced PMI premiums, the base loan amount plus the financed PMI premium
may notexceed 95% of the property value.

6.3.2 Maximum Combined Loan to Value (CLTV)

1. CLTVistheratio ofthe UPB of all liens secured by the property—including the first mortgage,
juniorliens (including soft seconds), and financed PMI premium (if applicable)—to the lesser of
the sales price or appraised value of the property.

2. The maximum CLTV for all mortgages with secondary financingis 90%.

If secondary financingincludes aHome Equity Line of Credit (HELOC), the disbursed and
outstanding portion of the HELOC must be used in determiningthe CLTV. In addition, the total of
the first mortgage balance plus the full HELOC limit may not exceed 90% of the property value.

6.3.3 Escrow Accounts

All mortgages with an LTV greater than 80% are required to have escrow accounts, and should be heldin
accordance with Section 11.3.3 of this Guide (with the exception of propertiesin California, where
escrow waivers are permitted up to 89.99% LTV).
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6.3.4 Loan Amortization Period
Mortgage payments must fully amortize the principal balance of the mortgage overfive yearstoa
maximum of 30 years.

6.3.5 Fixed Rate, Level-Payment Mortgages
Mortgage loans must provide for fixed rate, level-payment principal and interest payments that do not
change for the life of the loan and must:

e Fullyamortize overthe remaining term to maturity, with the original maturity notto extend
more than 30 years, and

e Have no potential negative amortization, rate concessions (buy-downs), or graduated-payment
mortgage (GPM) features.

6.3.6 Third Party Origination (TPO)
Sellersthatacquire loans from unaffiliated TPOs for sale to FHLBI must have prior approval and meetthe
following requirements:

1. Sellermusthave established policies and proceduresregardingthe seller’s due diligence
evaluation of the TPO that includes:

e Most recentfinancial statements

e Currentlicenses

e Resumes of principal officers and underwriting personnel

e TPO’sQuality Control procedures which allow Seller to determineif the party andits
originations comply with the Seller’s standards for quality.

e Results of background checks for principal officers and the TPO’s hiring procedure for
checkingall employees, including management, involved in the origination of mortgage
loans againstthe following:

0 U.S. General Services Administration (GSA) Excluded Parties List

O HUD Limited Denial of Participation List (LDP List)

0 Federal Housing Finance Agency (FHFA) Suspended Counterparty Program (SCP)
List

2. Sellermust perform oversight and monitoring of TPO loans for verification that the TPO loans
meetthe Seller’sand MPP’s underwriting standards and compliance with applicable laws and
regulations.

3. Sellermustspecifythe loanisoriginated by aTPO in LAS when delivered to FHLBI.

4. AllTPOloans must have mostrecent 24 month executed 4506-T tax transcripts. Transcripts must
be obtainedforallincome types usedinthe underwriting process (personaland business, if
applicable). If tax returns were required in the underwriting of the loan, the lender must obtain
transcripts for the same tax years as documented by the borrower’s tax returns. The Seller must
reconcile the transcriptinformation received fromthe IRS with the income documentsin the
loanfile.
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5. AllITPOloanswith LTVs/CLTVs greaterthan 80%, a minimum of 5% of the fundsinvestedinthe
transaction must be fromthe borrower’s own funds.

6.3.7 Private Mortgage Insurance (PMI) Requirements

1. Allmortgageswithan LTV greaterthan 80% are requiredto have PMl issued by a private
mortgage insurerthat, as of the delivery date, is atleast AA- rated by a Nationally Recognized
Statistical Rating Organization (NRSRO) oris an acceptable orapprovedinsurer for Fannie Mae
and/or Freddie Mac. If the PMI provideris suspended or removed from Fannie Mae and/or
Freddie Mac’s approved lists, the PMI provider will nolonger be approved for FHLBI.

2. The PMI mustbe in full force and effect as of the delivery date. PMI coverage must not be
subjecttoany exclusion besides those exclusions stated inthe PMI’s master policy. Coverage
must run to the benefit of FHLBI.

3. The PMI mustremaininforce until canceled in accordance with the requirements of Section 10
of this Guide or pursuantto applicable law. The Seller must warrant that the mortgagor has
beengivenall disclosuresrequired by law, including, but not limited to, the Homeowners
Protection Act of 1998 (HPA), relating to the terms on which mortgagor-paid PMI may be
canceled.

4. PMI coverage must continue to be carried with the PMI providerthatinsured the mortgage when
it was delivered to FHLBI.

FHLBI’s PMI minimum coverage level requirements are as follows:

LTV Loan Term Greater | Loan Term Less Than
Than 20 Years or Equal to 20 Years

90.01%-95.00% 30% 25%

85.01%-90.00% 25% 12%

80.01-85.00% 12% 6%

FHLBI will only acceptreduced PMI upon automated underwriting recommendation by either
Fannie Mae’s Desktop Underwriter (DU) or Freddie Mac’s Loan Prospector (LP) and LTV’s of 90%
and below.

5. ForaConventional mortgage, the Seller normally must have possession of the PMI Certificate at
the time the mortgage is delivered to FHLBI. However, some Misissue original PMI Certificates
by facsimile or email transmissions.

6. FHLBI acceptslenderpaid PMI, provided thatthe premiumis paid at the time of the loan closing
and not from the monthly remittance.

6.3.7.1 PMI Cancellations

PMl cancellations are permitted in accordance with GSE Guidelines. Cancellation and termination
provisions apply only to residential mortgage transactions for which the borrower pays the PMIL.
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Note: The provisions do notapply toloans for which someone otherthanthe borrower makes the
payments.

Automatic Terminations
A Servicer must automatically terminate PMl for residential mortgage transactions on the earliest
date that both:

1. The principal balance of the mortgage is first scheduled to reach 78% of the original value of
the secured property (based solely on the initialamortization schedule, in the case of a fixed-
rate loan, or onthe amortization schedules, inthe case of an adjustable-rateloan, regardless
of the outstanding balance); and

2. Theborroweris currenton mortgage payments.

Borrower Requested-Original Property Value

A borrower may initiate cancellation of PMI coverage by submitting awritten request to the Servicer.
The borrower must have an acceptable mortgage paymentrecord whichis currentwhentermination
isrequested, no paymentwhichis 30 or more days pastdue in the lasttwelve (12) months, and no
paymentwhichis 60 or more days pastduein the last 24 months.

Serviceractions are required when any of the following applies:

1. The principal balance of the loan:
0 Isfirstscheduledtoreach 80% of the original value (regardless of the outstanding
balance), based on:
= Theinitial amortization schedule (in the case of a fixed-rate loan).
O Reaches80% of the original value based on actual payments.
2. Theborrowerhas good payment history.
3. Theborrowersatisfiesanyrequirement of the mortgage holderfor
a. Evidence of a type established in advance that the value of the property has not
declined below the original valueand
b. Certificationthatthe borrower’s equityinthe propertyisnotsubjecttoa
subordinate lien.

Borrower Requested-Current Property Value

A borrower may initiate cancellation of PMI coverage by submitting a written request to the Servicer.
The borrower must have an acceptable mortgage paymentrecord whichis current when termination
isrequested, no payment 30 or more days past due in the lasttwelve (12) months, and no payment
60 or more days past due inthe last 24 months.

1. Cancellations usingcurrentappraised valuethatare seasoned lessthan 2years must be
documented with anew interior/exterior appraisal, proof improvements have been made to
the property that resultedinanincrease in property value, and the mortgage balance must
reach 75% of the current property value.
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6.3.8

6.3.9

2. Cancellations usingcurrentappraisedvaluethatare seasoned 2to 5 years must be
documented with anew interior/exteriorappraisal and the mortgage balance must reach
75% of the current property value.

3. Cancellationsusingcurrentappraised valuethatare seasoned greaterthan 5 years must be
documented with anew interior/exterior appraisal and the mortgage balance must reach
80% of the current property value.

Rate-and-Term Refinance Mortgages
Rate-and termrefinance mortgages are mortgages that use all proceeds to pay off the existing
first mortgage on the subject property. When the mortgage being refinanced was ashort term
refinance mortgage loan that combines afirst mortgage and a non-purchase money subordinate
mortgage into a new first mortgage or any cash out refinance within the lastsix (6) months, it
must be seasonedforatleast 180 days (the Note Date of the mortgage being refinanced must be
at least 180 days priorto the Note Date of the ‘no cash-out’ refinance mortgage).
Closing costs, including pre-paids, may be included in the new loan balance, provided they are
reasonable and customary for the market.
Cash back to the mortgagor(s) orany other payee may not exceed the lesser of either 2% of the
new refinance Mortgage or $2,000.
To be eligible for purchase, refinance mortgages must meet FHLBI’s LTV and loan amount limits
and FHLBI’s CLTV limits outlined in this section (Section 6).
Proceeds of refinances thatare being used to pay off a juniorlien (homeequity line of credit,
second mortgage, etc.) are eligible for FHLBI purchase as a rate and term refinance, provided:
a. ThelTV and CLTV are based ona current Uniform Residential Appraisal Report (URAR)
appraisal or otheracceptable alternative.
b. The note amount of loans with financed PMI premiums does not exceed 95% of the
property value.
c. PayoffofaluniorlLienisacceptable underthe following scenario:
i.  TheluniorLienwas originated as a Purchase Money Second Mortgage (selleror
institutional financing) with the first and second lien recorded simultaneously.

Cash Out Refinances

A Cash out Refinance isaloan with proceeds that exceed the outstanding principal balance of the
existingliens plus reasonable and customary closing costs. Maximum CLTV for Cash out Refinancesis
80% unless otherwise indicated inthe MCCinto which the loan will be delivered. Each Cash out
Refinance must be underwritten to meetthe following requirements and will be assessed the

appropriate feesasoutlinedin AppendixB, which will be deducted from the purchase price:

o [fthe property hasbeenowned by the borrowerforlessthan twelve (12) months, the LTV is
based on the lesserof the original purchase price plusthe documented cost of
improvements orthe currentappraisedvalue.
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1. Occupancy:

The property must be occupied by the borrower as his or her primary residence ora second home as
providedin Section 6.5.7. Non-occupant co-borrowers are not allowed for cash out refinances.

2. Property:

Must be single family detached or attached one-unit (Max 75% LTV for 2 to 4 unit properties). No
manufactured homes, co-ops, orinvestment properties can be sold to FHLBI as Cash out Refinances.
Propertiesthat have been listed forsale within the last twelve (12) months are not eligible.

3. Atleastone borrowermusthave beenonthetitle tothe subject property for at least six (6)
months prior to the Note Date with the following exceptions:

a. Thesellerdocumentsthatthe borroweracquiredthe property through aninheritance or
was legally awarded the property (divorce, separation, or dissolution of adomestic
partnership).

b. Allofthe delayed financing requirements listed beloware met. Borrowers who
purchasedthe subject property within the pastsix (6) months (measured from the date
on which the property was purchased to the disbursement date of the new mortgage
loan):

i.  Theoriginal purchase transaction was an arms-length transaction.

ii.  Theborrower(s) mustmeetborrower eligibility requirements as definedin
Section 6.4 of this Guide.

iii.  Theoriginal purchase transactionis documented by aHUD-1 Settlement
Statement/Closing Disclosure CD) statement, which confirms that no mortgage
financing was used to obtain the subject property. (A recorded trustee’s deed [or
similaralternative] confirming the amount paid by the grantee to trustee may be
substituted foraHUD-1/CD if a HUD-1/CD was not provided to the purchaser at
time of sale.) The preliminary titlesearch orreport must confirm that there are
no existing liens on the subject property.

iv.  Thesources of funds forthe purchase transaction are documented (such as bank
statements, personalloan documents, ora HELOC on another property).

v. Ifthe source of fundsusedto acquire the property was an unsecuredloanora
loan secured by an asset otherthan the subject property (such as a HELOC
secured by another property), the HUD-1/CDfor the refinance transaction must
reflectthat all cash-out proceeds be used to pay off or pay down, as applicable,
the loan usedto purchase the property.

Any payments on the balance remaining fromthe original loan must be included
inthe debt-to-incomeratio calculation forthe refinance transaction (Funds
received as giftsand used to purchase the property may not be reimbursed with
proceeds onthe new mortgage loan).
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vi.  The newloanamount can be no more than the actual documented amount of
the borrower’sinitial investmentin purchasingthe property plus the financing of
closing costs, prepaid fees, and points on the new mortgage loan (subject to the
maximum LTV/CLTV ratios for the cash-out transaction based on the current
appraisedvalue).

vii.  Allothercash-outrefinance eligibility requirements are metand cash-outfeeis
applicable.

viii.  Must be primary owneroccupied. Second homes are noteligible for this
exception.

ix.  Maximum CLTV for Cash OutRefinancesis 80% (75% max for High Balance loans
with AUS approval. AUSineligible or manual underwrite not allowed for cash out
on high balance loans) unless otherwise indicated in the MCCinto which the loan
will be delivered.

4. Credit:
In additionto credit score requirements, credit history mustinclude:

a. A QualifyingIndicatorScore as definedin Section 6.4.2 of this Guide.
b. No bankruptcy, foreclosure, ShortSale, restructured mortgage loans or Deed-in-Lieuin
the last sevenyears.

6.3.10 Purchase Money Mortgages
1. Purchase money mortgagesare those that use the proceedsto pay the propertyseller.
2. For purchase money mortgages, the value of the propertyisthe lesserof the currentappraised
value or sales price.

6.3.11 Pay Off Land Contract

1. Whenthe proceeds of a mortgage loan are used to pay off the outstanding balance onan
Installment Land Contract (also known as contract or bond for deed) that was executed within
the twelve (12) months preceding the date of the loan application, FHLBI will consider the
mortgage loan to be a purchase money mortgage loan.

2. ThelTV ratio for the mortgage loan must be determined by dividing the original loan amount by
the lesserof the total acquisition cost (defined as the purchase price indicated in the land
contract, plus any costs the purchaserincurs for rehabilitation, renovation, orenergy
conservationimprovements) or the appraised value of the property at the time the new
mortgage loanis closed. The expendituresincluded in the total acquisition cost must be fully
documented by the borrower.

3. Whentheinstallmentland contract was executed more than twelve (12) months before the date
of the loan application, FHLBI will considerthe mortgage loan to be a Rate/Term Refinance. In
this case, the LTV ratio for the mortgage loan must be determined by dividing the original loan
amount by the appraised value of the property at the time the new mortgage loanis closed.

4. Cash-outrefinance transactionsinvolvinginstallmentland contracts are noteligiblefordelivery.
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6.4 Borrower Eligibility
Borrowereligibility is established by meeting the following criteria below:

1. Onlyloansto natural persons and certain trusts are eligiblefor purchase by FHLBI.
2. Borrowers must meetthe minimum state age requirements governing ownership of real estate
and must have the legal capacity to contract for a mortgage.
3. Intervivosrevocable trust
a. FHLBI will purchase mortgages where the borroweris anintervivos revocable trust.
b. To be eligible foranintervivosrevocable trust, the following criteria, among others,
mustbe met:

i.  Theprimarybeneficiary(ies)of the trust must be a natural person(s) who
established the trust.

ii.  Theincome and assets of at least one primary beneficiary will be used to qualify
for the mortgage. That beneficiary will occupy the property and become
personallyliable onthe note as Cosigner or Guarantor and acknowledge the
mortgage.

iii.  Thetrust must be established by awritten document. The Seller must review:

e Thetrust agreementfortheintervivosrevocable trustandthe Seller
must determine that the beneficiary(ies) has retained the powerto
revoke oramend the trust. There is specificauthorization forthe
trustee(s) to borrow money and to purchase, construct, or encumber
realty.

e Thereisno unusual risk orimpairment of lenders’ rights (such as
distributions required to be made in specified amounts from otherthan
netincome).

o The beneficiary need not grant written consentforthe trust to borrow
money or, if such consentisrequired, ithas been granted in writing for
purposes of the Mortgage.

o [fthe trustagreementrequires more than one trustee to borrow money
or to purchase, construct or encumber realty, that the requisite number
of trustees have signed the loan documents.

e |naddition, the Seller must review the deed conveying the Mortgaged
Premisestothe trustee ortrust to verify thattitle isvestedin the
trustee(s) on behalf of the intervivos revocabletrust (orisvestedinsuch
othermanneras is customaryinthe jurisdiction forintervivos revocable
trusts).

iv.  Afirstlienonthe property mustbe created by the trust. The Seller must verify
that title vested in the trustee(s) on behalf of the trust (orin such other manner
as is customaryinthejurisdiction forintervivos revocable trusts) does notlessen
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inany way FHLBI’sinterestand the ability to obtain clearand marketable title to
the Mortgage Premisesinthe event of aforeclosure of the Mortgage.
4. FHLBI will notacceptloans made to a borrower(s) thatis a director, officer, employee, attorney
or agentof the Selleror FHLBI, provided they are personally liable for the obligation.
5. FHLBI will notaccept Life Estates.

6.4.1 Loans to Foreign Borrowers
1. PermanentResidentAliens:
Loans on primaryresidencestoaliens who are lawful permanent residents of the U.S. require an
Alien Registration Receipt Card 1551 (green card) or comparable documentation, and are subject to
FHLBI’s general loan and borrower guidelines.

2. Non-PermanentResidentAliens:
Loans on primary residences to non-permanentresidentaliens are eligible for purchase by FHLBI
underthe following conditions:

a. Theborrowerhas livedand beenemployedinthe U.S. for at least two years.
The borrower has established acredit historyinthe U.S with a credit score supported by a
minimum of three opentradelines.

c. Loansto non-permanentresidentaliens are subjectto FHLBI’s general loan and borrower
guidelines.

d. Fundsforthe down paymentand closing costs must be verified through a United States
bankinginstitution and mustbe in US Currency.

e. Anon-permanentresidentalien who does not meetthe preceding criteria may be a co-
borrowerona mortgage, provided the otherco-borroweris eitheraU.S. citizenora
permanentresidentalien.

6.4.2 Qualifying Indicator Score — Calculation

The minimum Qualifying Indicator Score for MPP is 680. Scores below 680 require priorapproval from
FHLBI and must show strong compensatingfactors. Inaddition, scores below 680 may be subjecttoa
fee.

Validating credit scoresis subjective, and typically requires 3or more tradelines to validate acredit score
dependingon depth of credit history and the length of time established. Although Fair Isaac Cooperation
(FICO®) scores may be generated if arepository'sfile includes only 1tradeline, the Seller must not use
any FICO score based on fewerthan 3 tradelines.

A valid creditscore requires 3tradelines that are evaluated fora minimum of twelve (12) months.
Evaluated meansthatthe creditreport showedthe tradeline open and active for at least a twelve (12)
month period regardless of when it was openand active. The tradeline does not have to be currently
openor active. Authorized useraccounts are not eligible tradelines.
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The method outlined below isto be used to determine the appropriate credit score for qualification and

deliveryfees (ifapplicable):

1.

6.4.3

2.

The score for each borrower s collected from each of the three creditrepositories. The middle
score is thenselected foreach borrower. The lower of the two middle scoresis the score used to
determine qualification.

If one borrower hasonly two scores and the otherborrower has three scores, the lower of the
two scores and the middle of the three scores should be selected. Then the lower of this pair
would be the score used to determine qualification.

Likewise, if one of the borrowers has only one score available from the three repositories, that
score would be used. For the otherborrower, the rules above apply.

If there are more than two borrowers, the lowest score (as determined above) amongthe
borrowers should be used for qualification.

Down Payment Sources
Minimum Funds Investment:

a. LTVs/CLTVs80% or less, one-to four-unit principal residence or second home, aminimum
borrower contribution fromthe borrower’s own fundsis not required. All funds needed
to complete the transaction can come from a gift.

b. LTVs/CLTVsGreaterthan 80%, one-unitprincipal residence, aminimum borrower
contribution fromthe borrower’s own fundsis notrequired. All funds needed to
complete the transaction can come from a gift.

c. LTVs/CLTVsGreaterthan 80%, two-unit principal residence orsecond home and all third
party originated loans; Section 6.3.6 of this Guide. The borrower must make a 5%
minimum borrower contribution from his or herown funds. Afterthe minimum
borrower contribution has been met, gifts can be used to supplement the down payment
closing costs, and reserves.

Gifts:

a. Giftsto the borrowerfroman acceptable donorto be used toward the transaction are
acceptable within the following parameters:

i.  Giftfunds may fundall or part of the down payment, closing costs, or financial
reserves subjecttothe minimum borrower contribution requirements outlined
above.

ii.  Giftsfroma family memberwho has resided with the borrowerforatleastthe
lasttwelve (12) months and who intends to continue to do so may be considered
the same as borrower funds.

iii.  Giftfunds mustbe provided by arelative, defined as the borrower’s spouse,
child, or otherdependent, or by any other individual whois related to the
borrowerby blood, marriage, adoption, orlegal guardianship; orafiancé,
fiancée, ordomesticpartner.
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Vi.

The donor may not be, or have any affiliation with, the builder, the developer,
the real estate agent, or any otherinterested party to the transaction.

A giftletter with donorname, address, telephone number, and relationship to
the borroweris provided from the donorstating that norepaymentisrequired,
specifies the dollaramount of the gift, and specifies the date the funds were
transferred.

Verification that sufficient funds to coverthe giftare eitherinthe donor’s
account or have beentransferred tothe borrower’s account by acceptable
documentation thatincludes a copy of the donor’s check and the borrower’s
depositslip, acopy of the donor’s withdrawal slip and the borrower’s deposit
slip, a copy of the donor’s check to the closing agent, or a settlement statement
showingreceipt of the donor’s check. When the funds are not transferred prior
to settlement, the seller must documentthat the donorgave the closingagent
the giftfundsinthe form of a certified check, a cashier’s check, orother official
check.

b. Giftsof equitytothe borrowertransactionsare notacceptable.
3. Pooled Savings Arrangement:

Fundstoward a down paymentthat come from pooled savings are acceptable if the borrower

can furnish documented evidence of participation, i.e., information confirming the arrangement
from the person managingthe pooled savings and the depository where the funds are kept. For

purposes of calculating the debt ratio, ongoing contributions by the borrowerto a pooled savings
arrangementshould be considered debt payment.

4. Trade-In Equity:

Trade-in equity from any borrower-owned assets may be considered if the trade value is verified
by a current appraisal or otheracceptable alternative.

5. Secondary Financing:

Fundstoward the transaction that come from secondary financing against the subject property
are acceptable, provided:

a.

C.

A minimum contribution of 5% of the fundsinvested in the transaction comes fromthe
borrower’s own funds, and

The monthly payments onthe secondaryloan are included in calculating the borrower’s
monthly housing expense ratio; and

CLTV does not exceed 90%.

6. Borrowed Funds:

a. Fundsinvestedinthe transactionthat come fromaloansecured by a verified borrowerasset

otherthan aloansecured by the subject property are acceptable, provided the value of the
assetis commensurate with the borrower’s equity in the asset.
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b. TheSellershouldinclude the borrower’s monthly payments onsuch aloanin calculatingthe
borrower’s monthly total debtratio.
c. Unsecuredloansare not acceptable.
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7. Lease with Option to Buy payments:
a. Inalease with Optionto Buy situation, only the portion of the lease/rent paymentin excess
of marketrentisacceptable as borrowerdown payment. The arrangement mustbe part of a
documented pre-existing agreement.
b. TheSellershould verifythe marketrentandinclude evidence inthe loanfile.

6.4.4 Interested Party Contribution Limitations
1. Fundstowardthe transactionthat come from the seller, builder, orotherinterested parties are
acceptable within the following limits:

Owner-Occupied Maximum Interested Party Contribution

(inexcess of normal and customary costs paid by Seller)
90.01%-95% LTV 3% of property value
90% LTV and below | 6% of property value

2. Interested party contributions may be used only for normal and customary closing costs
including pre-paids such as origination, commitment or discount fees, appraisal fees, title fees,
etc.

3. Interested party contributions may not be used as part of the mortgagor’s down payment.

4. Salesconcessions(non-realty incentives) such as furniture, automobiles and decorator
allowances are acceptable; however, the value of such concessions must be deducted fromthe
sales price when calculating the LTV and CLTV ratios for underwriting and eligibility purposes.

5. Loans whichinvolve interested party contributions that exceed the maximum contribution limits
must have the excess concessions deducted from the sales price when calculatingthe LTV and
CLTV ratios for underwriting and eligibility purposes.

6.5 Property Types

6.5.1 Primary Residence
FHLBI will considera property to be the borrower’s primary residence provided each of the following
conditions are met:

e Theborrower(s)intendsto occupy the residence foratleastsix (6) months duringthe year.

e The property will be physically occupied by the borrower(s) within 60days of Closing.

o The propertyiswithinareasonable commuting distance of the applicant’s place of employment.

o The maximum LTV is 90% with a non-occupant co-borrower. The occupant borrowerisrequired
to meetthe down paymentrequirements.
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6.5.2 Condominium Projects

Condominiumunitsin completed, established projects will be acceptable collateral for this program. The
maximum LTV is90%. The Sellerisresponsible for determining thatthe projectisagency (FHA, Fannie
Mae, or Freddie Mac) approved or meets the eligibility requirements as described in this section (Section
6.5.2).

6.5.2.1 Condominiums

1. Established Project Review:
Established projects should meet the following criteriaand are also subject to small project criteria, as
applicable:

a. Theunits, facilities, and common areas must be complete (including those that are part of a
masterassociation).

The projectis notsubjectto additional phasing orannexation.

At least 90% of the total units have been conveyed.

At least 70% of the total units are occupied as primary residences orsecond homes.

No entity owns more than 10% of the total units.

The unitowners have beenin control of the homeowner’s association foratleast one year.
The unitsin the project are owned fee simple.

The unitowners have the sole ownership and rights to all common elements and facilities.

S®m o o0 T

The projectis covered by the appropriate kinds of insurance as required foracondominium
project (including, but not limited to, earthquakeinsurance as required in California).

2. LimitedProject Review:

Projects meetingthe following criteria do not have a specified timethatthe unitowners have beenin
control of the homeowner’sassociation, but they should meet the following criteria, as applicable:

Maximum 75% LTV.

70% owneroccupancy rate.

Subject propertyisowneroccupied.

Theloan is not subject to subordinate financing.

© oo o

All unitsand common areas are complete.
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3. Site Condominiums:

A detached condois not necessarily asite condo. Site condominiums are defined as meetingall of
the conditions below:

Single family totally detached dwellings (no shared garages orany otherattached buildings
such as archways or breezeways).

Encumbered by a declaration of condominium covenants or condominium form of
ownership.

The condominium unit consists of the entire structure as well as the site and airspace, and is
not considered to be common areas or limited common areas.

Insurance and maintenance costs are the sole responsibility of the unitowner.

Any common assessments collected will be foramenities outside of the footprint of the
individualssite.

While projectapproval is notrequired for site condominiums, acondo that does not meetthe
definition of site condo above (including detached condominiums) willrequirefull projectapproval.

The URAR will be required. The Individual Condominium Unit Appraisal Report (Form 1073) is no
longerrequired and the Condominium Riderto the Mortgage/Deed of Trust must be fully executed
at Closing. Site Condominium comparable sales should be used in completing the appraisal report. If
the appraiser uses comparable sales otherthan site condos, they must provide an explanationin the
appraisal report.

4. Small ProjectCriteria:

a.

S@ 0o a o

Projectswith 2, 3, or 4 unitsrequire an additional review to assure the viability and success
of the project. The following areas require review:

There must be a demonstrated marketforprojects of thissize inthe subject’s market area.
All units, common areas, and facilities (subject and any masterassociation) must be
complete

All units must have separate metering

No single entity may own more than one unit

Arbitration controls must be in place

Architectural controls mustbe in place

The owners must pay a proportionate share of maintenance orrepair costs onthe common
elements.

No more than one unitin the project may be occupied as otherthan a primary residence.
Minimum liability insurance coverage of $500,000 is required.
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5. Ineligible project types:

a. Anyprojectthatisoperatedas a hotel

b. Timeshare orsegmented ownership projects

c. Projectsthatpermitan ownertoholdtitle to more thanone unitunderonly one deed or
mortgage.

d. Projectswithlegal non-conforminguse of the landif zoning does notallow rebuilding to current
densityinthe event of full or partial destruction.

e. Houseboatprojects
Projects consisting of manufactured housing

g. Cooperatives

6.5.3 Planned Unit Developments (PUDSs)
1. APUDisadevelopmentthat meetsall of the following characteristics:
a. Theindividual unitowners own aparcel of land improved with adwelling. This
ownershipisnotincommon with the otherunitowners;
b. The developmentisadministered by ahomeowner’s association thatownsandis
obligated to maintain property improvements within the development;
c. Membershipinthe homeowner’s association is automaticand non-severable; and
d. Paymentof homeowner’'sassessments (dues) is mandatory.
2. Sellersareresponsiblefordeterminingthatthe projects meeteligibility requirements as noted
below:
c. TypeE

Subject unit must be detached (project may be established or new construction) and the
homeowner’s association has been turned overtothe unitowners.

d. TypeF
Units still underthe control of the developer must meetall of the following criteria:

1. The projectcannot have been created by the conversion of existing buildings
The project must notinclude any multi-dwelling units that represent the security fora
single mortgage

3. Allcommon areas must be complete

4. 50% of the total unitsinthe project must have been conveyed orbe under contract to be
sold. In addition, the project must contain enough sold units to supportthe
responsibilities of the homeowner’s association. (Sales to the developerora party with
an ongoingrelationship with the developer may not be counted)

5. Theunitsin the project must be ownedinfee simple

6. Theunitowners musthave sole ownership andthe righttothe use of the project
facilities once control of the homeowner’s association has been turned overtothem

7. The project’sbudget must provide forreplacementreserve funds
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8. The project must be covered by all appropriate kinds of insurance required fora PUD
project.

6.5.4 Modular or Prefabricated Homes

A unitinwhich components are constructed entirelyinanindoor controlled factory environment using
conventional home floorjoists, and assembled in three dimensions priorto shipmentto the building site,
isa modularor prefabricated home. Sections of the home conformto the same state and local Uniform
Building Codes as site-framed homes and are inspected by licensed and certified third party inspectorsin
the factory.

Electrical wiringand plumbing may be factory-builtinto the walls and fully operational at the time of
shipment, or may be completed onsite. Two or more sections, ranging from 12-16 feet wide and up to
60 feetlong, are typically combined to create a finished building. Modules, which are usually 90-95%
complete when shipped to the building site, may be stacked to make two or three story single -family
homes. Sectionsare towed tothe site onflat bed trailers, placed onto the foundation, secured, and
sealed. Modularor prefabricated homes should be treated as single family residences.

6.5.5 Manufactured and Mobile Homes
FHLBI will not purchase Manufactured and/or Mobile home loans.

6.5.6 Investment Properties
Investment Properties are ineligible and FHLBI will not purchase loans on Investment Properties.

6.5.7 Second/Vacation Homes
If approved forpurchase in the MCC, loans for second/vacation homes are eligible for MPP if the
borrower meets all of the following conditions:

1. Ownsonlyoneunitina project
Must be secured by a 1-unit property owned by anindividual whois also the borrower. Must be
occupied by the borrowerforsome portion of the yearand the property mustbe:
a. Insucha locationasto functionreasonablyasasecondhome (i.e., remote indistance
fromthe borrower’s primary residence).
b. Suitableforyear-round occupancy
c. Intendedandavailableforthe borrower’s exclusive use and enjoyment
3. Islimitedtoone unitsingle family and condo properties only
4. Has at least 5% of personal fundsinvestedin the transaction
5. Each borrowerindividually and all borrowers collectively must not own and/or be obligated on
more than four1 to 4 unitfinanced properties, including the subject property.
6. Has a minimum of two (2) months of reserves Principal, Interest, Taxes, Insurance (PITI)forthe
Mortgaged Premises and reserves equalto two (2) months PITI foreach otherfinanced second
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home and 1to 4 unitinvestment propertyin which the Borrower hasan ownershipinterest oron
which the borroweris obligated; and

7. lIsaU.S. citizen, permanentresidentalien, ornon-permanentresidentalien.

8. Purchase and Limited cash-out/no cash-out refinances max 90% LTV/CLTV (with AUS approval or
manual underwrite without AUS approval). Cash out refinances are allowed up to 70% LTV with a
minimum credit score of 720.

9. Non-occupantco-borrowers are notallowed on second homes.

6.6 Property Appraisal Requirements

6.6.1 Maximum Age of Appraisal

Properties must be appraised orinspected within the twelve (12) months that precede the date of the
note and mortgage. If appraisals are more than 120 days old from Note Date, regardless of whetherthe
property was appraised as proposed or existing construction, then appraisers must perform an appraisal
update whichincludesinspection of the exterior of the property and review current market datato
determine whetherthe property has declined in value since the date of the original appraisal. If the
appraiserindicatesthe property value has declined, the lender must obtain a new appraisal forthe
property.

If the appraiserindicatesthe property has notdeclined invalue, the lender should request the appraiser
to provide an update to the appraisal, based on the appraiser’s exteriorinspection of the property and
knowledge of current market conditions. The inspection and the appraisal update must occur withinthe
four (4) monthsthat precede the date of the note and mortgage Appraisal updates can be reportedvia
Appraisal Update and/or Completion Report (Form 1004D) or URAR.

6.6.2 Appraisal Requirements

The Sellerrepresents and warrants that any appraisal conducted in connection with asingle-family
mortgage loan conformsto the Appraiser Independence Requirements. Selleris responsible for the
accuracy and reasonableness of the appraisal report. The Appraisal mustbe inthe Seller’'s name
(Appraisal transfers are not allowed). A thorough review of the report should be conducted to verify that
the appraiser has appropriately validated the market value and made commentsand adjustments as
needed.

FHLBI has adopted the Uniform Appraisal Dataset (UAD). The UADis intended to establish astandardized
response or, in some cases, more data points. Sellers are responsibleforusing appraisers and appraisal
vendorsthat utilize the UAD appraisal reportforms and ensure all applicable appraisals have been
completedincompliancewith Appendix D of the UAD Specification.
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6.6.2.1 Appraisal Reports

The following URAR Reports are used toin the appraisal process:

Uniform Residential Appraisal Report (URAR) is used foran appraisal of a one-unit property
(includinganindividual unitinaPUD projectand an individual unitin adetached condominium
project) based upon aninteriorand exterior property inspection. Thisformisnotto be usedto
report manufactured housing oran attached condominium unit. FHLBI will not purchase
manufactured housing.

Individual Condominium Unit Appraisal Report 1073 is used foran individual condominium unit
based uponan interiorand exterior property inspection.

Small Residential Income Property Appraisal Report is used for an appraisal of a two-unitto
four-unit property (including atwo-unitto four-unit propertyinaPUD, condominium, or
cooperative project) based upon aninteriorand exterior property inspection.

Appraisal Update and/or Completion Reportis used for appraisal updates and/or completion
reports for all one-unitto four-unitappraisal reports.

One-UnitResidential Appraisal Field Review Reportis used forappraisal field reviews for one-
unitappraisal reports.

Two to Four Unit Residential Appraisal Field Review Reportis used forappraisal field reviews
for two-unitto four-unitappraisal reports.

1. Estimated Market Value:
The appraiser must establish the estimated market value of the property (i.e., the most probable
price the property would sell for within areasonable period of time on the open market under
normal market conditions).

The method of property valuation will depend on the overall risk of the loan. In most situations, the
industry’s standard Fannie Mae/Freddie Mac Appraisal Forms and any required addendums, which
are designed forspecific property types, provide a concise format for the description and analysis of
the subject property as well as an estimate of the subject’s marketvalue.

2. URAR Subject/Neighborhood Section:
a. Property Rights
If the landis subjectto a leasehold interest, the terms must be typical and customary for the
market. If the termsare nottypical for the market, the effect on marketability must be fully
explained.

b. Property Location
Rural properties may require additional analysis due to lack of available comparables and limited
utilities and services.
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c. Property Value

A property located ina neighborhood or general marketareawith declining property values
represents ahigherrisk because of the potential foralossinborrowerequity. The rate of
declineisakeyfactor and should be includedinthe URAR.

d. Demand/Supply (marketability)

A neighborhood with an oversupply of housing units may reflect problems with marketability.
This oversupply may be a neighborhood or citywide problem. The appraiser mustcommenton
the reason for the oversupply andits effect on the value of the property.

e. Marketing Time

The marketingtime forsimilar properties should be less than six (6) months. If the marketing
timeislongerthansix (6) months, this extended marketing timerequires additional commentsor
information.

f. Occupancy
High vacancy rates or an abundance of tenant occupantsindicates that the neighborhood may be
oriented torental ratherthan owner-occupied housing.

g. PredominantValue

Homes that fall outside the neighborhood price range orthat are in the extreme high orlow end
of the range (which may be higher-risk properties) must be thoroughly explained by the
appraiser.

h. Determining Market Value

There are three methods for determining marketvalue: the cost approach, the income approach,
and the sales comparison analysis. The appraiser must reconcile the valuation methods on the
report, statingthe approach relied upon most heavily and the rationale for the value conclusion.

1. Salescomparison. Doesthe information match that on the front of the form?

2. Arethe comparable properties withinthe subject’s market?

3. Arethese comparablessimilartothe subjectin design and utility—forexample, style,
room count, square footage?

i. Land Use and Land Use Change

Non Compatible Land Use

A high percentage of commercial orindustrial land usage forexample; could negatively affect
marketability. Astrongresidential baseisimportanttooverall neighborhood desirability.
Changeinland use can have a significant effect; positively or negatively on the long range value
of the property. Anychange inland use must be explained by the appraiser.
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j- Neighborhood Comments

Factors that affect the marketability of the propertiesinthe neighborhood (proximity to
employment and amenities, employment stability, appeal to market, etc.) should be described.
Analysis couldinclude economictrends, locationininfluences, and neighborhood amenities.

k. Market Conditions
Trends should be supported by statistical information.

3. URARSite Section:
a. Zoning compliance
The property should be zoned as residential. Highest and best use as improved should be the
presentuse. Non-residential zoning may indicate adverse influences requiring explanation.
Presentimprovements should conformto zoningregulations. If the propertyis not subject to
zoningorislocatedinarural area, the surrounding property use needs to be compatible with
residential usage.

b. Utilities
The source and type of all utilities should be identified. Utilities that are not typical forthe area
may cause the property to be high risk.

c. Off-Site Improvements
Private road maintenance should be identified. Further explanation may be necessary if the
condition oradequacy of a private road is not typical.

d. Drainage/Flood Hazard

Drainage problems orthe existence of aflood hazard condition should be addressed by the
appraiser. Such conditions or major problems may require physical correction or flood hazard
insurance.

e. Site Comments

Adverse site conditions that may affect the value or marketability of the property can be cause
for concern. These include influences such as adverse easements, encroachments, or special
assessments.
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4. URAR Improvements/Comments Section:
a. General
In this section of the appraisal report or otheracceptable alternative, the Seller should look for
those physical features most like other similarly sized dwellingsinthe marketarea. If the
characteristics are not similar, forexample, aroom listthatis not typical for the market, or
heatingthatis unusual or not in good condition may affect marketappeal.

The appraiser mustcomment on the effects the nonconformity has on value and marketability.
Construction componentsand special features should be similarto other propertiesinthe
marketplace. Amenities that do not meet market expectations may also negatively affect market
appeal.

b. Condition of Improvements

The property improvements should be atleastin average condition and not negatively affect
eitherthe livability or marketability of the property. Minor cosmetic deficiencies are not amajor
concern. The condition of the major components; forexample aroof that is at the end of its
usable life andin need of replacement may be anissue.

Other major componentsinclude the foundation, plumbing, electrical system, and heating
system. Incurable structural factors that are nottypical forthe market, forexample, aroomlist
that isunusual or location of room that is not typical; may decrease the value and market
acceptance of the property. Curable structural factors may be acceptable under certain
conditions when properly justified. Mortgaged Premises with a URAR overall quality rating of Q6
or a condition rating of C5 or C6 are not acceptable collateral for FHLBI.

5. URAR Cost Approach Section:
a. SiteValue
The Site Value should not be higherthan the area norm. The proportion of site value to the
value of the residence must be inline with othervaluesin the neighborhood. A property witha
site value higherthan the areanorm may be considered a higher-risk property.

b. Estimated Reproduction Cost
Cost persquare footshould not be higherthan the area norm.

c. Depreciation
The appraiser must make adjustments for physical, functional, and external depreciation when
appropriate.
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6. URAR Sales Comparison Analysis Section:
a. Comparable Sales
A minimum of three comparables are required forthe market value analysis. Comparables
should be similarto the subject property in size, room count, location, condition, etc.
Comparable sales should generally have closed within twelve (12) months of the appraisal and
comps over six (6) months must be appropriately explained by the appraiserinthe report.

b. Location of Comparables

The comparables must be similartoand located nearthe subject property, preferably within the
same subdivision if resale activity is available. Comparables used outside the same subdivision
must be fully explainedin the appraisal analysis to show that the neighborhoods are comparable
and attract the same type of borrower. The appraiser must also establish why they are abetter
indication of current marketvaluesinthe area.

c. Source of Comparables

The three comparables must be closed sales, notlistings. As alternatives; listings, offers, and
contracts can help supportvalue. However, they may not accurately reflect market value, since
the details of the transaction could change priorto Closing.

d. Adjustments

Adjustments must be logical. The size of the adjustments indicates the extent of differences
betweenthe comparablesandthe subject property. Large adjustmentsthat exceedthe
guidelines below must be fully explained. Large adjustments for site/view, design and appeal,
quality of construction, age, or condition may be an indication thatthe comparables are not truly
comparable. Adjustments must be consistentforall comparables.

Total gross adjustmentsfortwo of the three comparables should notexceed 25% of the sales
price and total net adjustments should notexceed 15%. Individual line adjustments for two of
the three comparables should not exceed 10% of the sales price. One-directional adjustments
need furtherexplanation. Property value may be inflated when all of the comparables are
significantly superiororinferiortothe subject property. When all of the adjustments are positive
or all are negative, the valuation may be questionable.

e. Salesand Financing Concessions

Sales concessions are considered as part of the seller/builder contribution. The Seller should
evaluate sales concessions for their effect on the marketability of the property. Funds used
toward the transaction that come from sales concessions and seller contributions in excess of the
limits setforth above must be deducted from both the purchase price and appraised value.

f. Personal Property/Options

Furniture, fixtures, and other personal property cannot be included in the marketvalue of a
property. Additionalbuilder options on newly constructed properties should be reviewed
carefully. Forexample, if the subject has $5,000 in options, such as upgraded wall coverings,
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carpeting, and built-ins, the appraiser must be careful that the costs of these items are truly
reflectedin the resale market. Often the options do notrecapture dollar-for-dollar costin
marketvalue. At least one comparable sale should have options or extras similarto the subject’s
property.

g. Prior Sales Activity
The appraiser mustidentify and describe priorsales activity forthe last 36 months for the subject
and the comparables. Adversevalue trends need to be identified and explained.

7. URAR Reconciliation Section:
a. Certification of Appraisal and Final Value
Appraisals more than 120 days old from the Note Date for both proposed and existing
construction, appraisers must perform an appraisal update which includesinspection of the
exteriorof the property and review current market datato determinewhetherthe property has
declinedinvalue sincethe date of the original appraisal. SeeSection 6.6.2 for more information.
The final value mustreflect the mostreliable sales data, notan average of the three
comparables.

b. Appraiser
The name of the appraiserand the appraisal firm, along with the appraiser’s state license or
certification number, mustappearlegibly on the appraisal.

6.6.3 Rural Properties
FHLBI will accept properties up to 40 acres. The followingrural properties are ineligible regardless of
acreage:

e Non-residential in nature:
0 Workingfarms, orchards, ranches
0 Undevelopedland
0 Land development-type properties
0 Propertiesthatare not suitable foryear-round occupancy regardless of location
O Propertiesthatare not readily accessible by roads that meetlocal standards, etc.)

Properties must be residential in nature-based on characteristics of the subject property, zoning, and the
presentland use. Inaddition, for properties that exceed 5acres, FHLBI requires:

a. Accessible directly from publichighways orvia private roads that have recorded easements
and shared maintenance agreements.

b. A sufficientdistance from undesirableinfluences that may affectvalue.

c. Maximum40 acres.
Single family residential properties only. Properties with multiple houses or multiple living
units are prohibited.
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e. Highestand bestuse must be residential single family.

f. Refinances: Anyschedule Ffarmincome mustbe lessthan $2,500 gross per yearfrom
activities onthe subject property.

g. Nocommercial agricultural land uses, such as livestock and field crops. Other traditional
agricultural uses must be reasonable individual purposes only and notforsale, co-op or any
othernon-individual personal use.

h. Nocommercial land use is permitted such as on-site businesses, repairshops, plant nursery,
etc.

i. The primary water source cannotbe a stream, dug well or private pond.

j.  Propertieshavingalandtovalue ratio exceeding 50% are prohibited.

k. Thesubject, or anyincluded parcel, must not have an agricultural tax abatement/reduction.

I.  Theappraisal report must include comps that bracket the subject’s acreage, with atleastone
comp within 20% of subject’s acreage.

m. Appraisal report mustinclude an opinion of site valueforthe subject (pointvalue) and must
include summary supportforthe site value (i.e. asummary of comparable land salesora
summary of the extraction orallocation method).

n. Thesite size mustbe typical for the area and readily marketable. Appraisalreport must
commentonwhetherthe subject’s acreage is typical forthe area.

o. Ifmultiple parcelsare included on one appraisal report, the following requirements must be
met:

. Must be contiguous.
Il.  Must have legal ingress/egress between the improved parcels.

lll.  Must be onthe same deed.

IV.  Nonecan have a separate highestand best use (excess land).

V.  Appraisal report mustinclude the rationale/justification forincluding multiple
parcels.

VI.  Across-the-board adjustmentsinthe same direction to all the comps for site or
outbuilding/barns/othersite improvements/living area/and any othervaluable
features must be supported by market data, whichincludesasummary of the
supporting dataand the analysis supporting the adjustments.

Appraiser must commenton whetherthe propertyis beingused foragricultural purposes.
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6.7 Automated Underwriting System (AUS) Underwriting

FHLBI will acceptany loan that has been processed through Fannie Mae’s Desktop Underwriter (DU) or
Freddie Mac’s Loan Prospector (LP) which receives arisk classification of Approve (DU) or Accept (LP) and a
purchase eligibility rating of Eligible for purchase provided that, in any event:

1. The mortgagor has a credit score of not lessthan 680 at the time the loanis underwritten.
2. Waiting Period Requirements with re-established credit (from the completion and/or Execution

Date):
Adverse Creditltem Waiting Period Requirement
Foreclosure 7 Years
Deed-in-Lieu of Foreclosure and 4 Years

Pre-Foreclosure (Short Sale)
Bankruptcy (otherthan Chapter13) | 4 Years from Dismissal or Discharge Date

Chapter 13 Bankruptcy 2 Yearsfrom Discharge Date
OR
4 Years from Dismissal Date
Multiple Bankruptcy Filings NotEligible
Othersignificant adverseor 4 Years

derogatory creditinformation

Restructured Mortgage Loans-24 months if the borrower(s) made a minimum of 24 consecutive
months of timely mortgage payments on the restructured loan before closing onthe refinance
mortgage loan.

The housing/mortgage payments have been deemed acceptable perthe AUS.

The loan conformstothe criteriaoutlined in the above sections and this section (Section 6.7).
The loan iseligible for purchase underthe MCCit is being deliveredinto.

The loan meets the appraisal requirements setforthin Section 6.6.

No vk w

Theloanisnota No Income, No Asset verificationloan (NINA), a No Ratioloan,a No Docloan, or a
Stated Income loan, and the loan has been documented according to DU or LP requirements.

The loan mustfollow GSE/QM/Appendix Q to Part 1026-Standards for Determining Monthly Debt
and Income guidelines for sources of income and documented history with alikelihood to continue

for three years.

8. Borrower(s) income must be verified and validated 24 months or more. If tax returns were required
inthe underwriting of the loan, the seller must obtain transcripts for the same tax years as
documented by the borrower’s tax returnsinthe originationfile.

A verbal orwritten Verification of Employment (VOE) dated within 10business days priorto Closing
will be required. A signed 4506-T form will be required at Closing.
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10.
11

12.

13.

14.

6.8

6.8.

6.8.

The borrower’s Debt To Income (DTI) ratio may not exceed 43% and mustadhere to Appendix Qto
Part 1026-Standards for Determining Monthly Debtand Income. DTlin excess of 43% requires FHLBI
approval and must have either DU/LP approve/eligible.

Borrower(s) must meetreserverequirements perthe AUS.

All data pertainingto the mortgage is completed and accurate, and all data on which the
underwriting decision recommended by DU or LP was based remain unchanged as of the Closing
Date of such mortgage.

Such mortgages mustbe documented and closed in accordance with the requirements of DU or LP.
Verification of all such data is provided with the delivered mortgage loan file and such verification
complies with the requirements of DUor LP. Seller must take all appropriate actioninresponse to
the verification messages/approval conditions that appearin the Findings Report that the AUS
produces withrespecttothe related mortgage loan application priorto the closing of the mortgage,
with properdocumentationinthe loanfile. A copy of the approval generated by LP or DU must be
includedinthe loanfile.

With the exception of mortgagesthatare otherwise eligible for delivery underthe Seller’s Master
Agreement, mortgages receivingarecommendation from DU or LP that include asa condition to
approval or acceptance any additional fees paid to Freddie Macor Fannie Mae, credit enhancements,
or otherspecial conditions are noteligiblefordelivery.

The DU or LP decision should be entered into or transmitted through LAS, and the documentation
information should be either entered into ortransmitted through LAS.

a. Preliminary Desktop Originator (DO) findings are acceptable aslong as they match the final
loanterms (for borrower’s with debt ratios that exceed 43%, a final DU or LP isrequired for
an exceptionto be granted). Sellers using DU/LP must have final findings in the file that
match the final loan terms.

b. The guidelinesforrate/term refinancesremain the same forloans utilizing both manual and
automated underwriting. When using automated underwriting, loans entered inthe AUS as
No Cash-Outrefinance (LP) or Limited Cash-Out Refinance (DU) should be codedin LASas a
rate/term refinance underthe Underwriting tab, Loan Purpose.

Manual Underwriting

1 Credit Guidelines

1.1 Credit Scores

1. Creditscoresare one of many factors that will be utilized in loan underwriting. These scores give
an indication of aborrower’s credit worthiness based on their credit history and current credit
accounts. A Qualifying Indicator Score is required as defined in Section 6.4.2 of this Guide.

2. BorrowerCreditScore Requirements:

o Allborrowers must have a valid credit score
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o Atleasttwovalidscoresshould be obtained foreach borrower
o Allborrowers must meetaminimum creditscore requirement of 680. See Section 6.7 of
this Guide foradditional clarification on the minimum credit score requirement.
3. Creditscores may be obtained fromthe following major credit bureaus:
e Equifax BEACON
e Trans Union EMPIRICA
e Experian/Fairlsaac(FICO)

6.8.1.2 Credit Reports/References

1. Traditional Credit Reports
One of these traditional credit reports must be included in the mortgage file:

e Residential Mortgage Credit Report (RMCR) from anindependent credit reporting
agency.

e  Minimum two-repository, in-file, merge/purge credit report.

2. Payment History

a. Aborrower’s 12-month mortgage paymenthistory forany property owned orrental
payment history forthe last twelve (12) months must be verified.

b. Validatingcreditscoresissubjectiveand typically requires 3or more tradelinesto
validate acreditscore dependingon depth of credit history and the length of time
established.

i. Note:Evaluated meansthatthe creditreportshowedthe tradeline open
and active forat leasta 12 month period regardless of whenitwas open
and active.

c. AlthoughFICOscores may be generatedif arepository'sfile includes only 1tradeline, the
Sellermust not use any FICO score based on fewerthan 3 tradelines. Avalid credit score
requires 3tradelines that are evaluated fora minimum of twelve (12) months. The
tradeline does not have to be currently open oractive. Authorized useraccounts are not
eligible tradelines.

d. Ifthisinformationisnotincludedinthe RMCR orin-file creditreport, alternative credit
references should be submitted with the traditional creditreport.

6.8.1.3 Multiple Borrowers

In situations with multiple borrowers, evidence of established credit should be provided foreach
borrowerwhose income is beingrelied upon for qualification. Aminimum of three open tradelines for
each borrowerisrequired consistent with FHLBI’s valid credit score requirements.
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6.8.1.4
1.

6.8.1.5

Late Payments

The Seller must review the numberand severity of late payments to determine the borrower’s
ability to manage debtandregard for obligations.

In general, isolated instances of alate payment, particularly if not recent, will notadversely
affect the underwriting decision. In such instances, underwriting judgmentis required to
determine whether late payments were due to a lack of borrower regard for financial obligations
or outside factors beyond the control of the borrower.

Since the borrower’sintent cannot be directly measured, the frequency and timing of late
payments, why they occurred, their severity, and the size of the account balance(s) must be
analyzed asindicators of borrowerintent. The borrower’s reasons for failure to pay as agreed
must be reasonable, corrected, and unlikely to recur.

Number and Frequency of Late Payments

FHLBI generally defines the acceptable numberand frequency of late payments as follows:

Obligation Type

Last 3 Months

Last 12 Months

Last 24 Months

Housing: (Mortgage | No lates No lates 1 x 30 day
or Rent) No 60 day or beyond
Installment No lates 1 x 30 day 2 x 30 day
No 60 day or beyond | 1x60 day
No 90 day or beyond
Revolving No lates 2 x 30 day 2 x 30 day
No 60 day or beyond | 1 x60 day
No 90 day or beyond
6.8.1.6 Timeliness of Payment Obligations

1. Allobligations needto be currentat the time of the application.

2. Theseobligations must be reviewed by the Sellerto determine if they have been paid onatimely
basis.

3. Intheeventthe borrowerhas failed to make payments as agreed, the borrower’s reasons for
failure to pay must be reasonable, corrected, and unlikely to recur. These reasons should be
containedina creditexplanation letterand placed in the mortgage file.

6.8.1.7 Acceptable Reestablished Credit

1. FHLBI definesacceptable re-established credit asa minimum of two accounts, documented by a
traditional creditreport.

2. Theaccounts mustbe openandactive for the mostrecent 24 monthsand have no late payments
duringthis period. Type and balance of the accounts will be takeninto consideration.

3. Additional consideration will be given to borrowers demonstrating stable incomeand a savings

history.
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4. Forborrowerswho have beenthrough credit counseling, FHLBI requires twelve (12) months of
re-established credit from the conclusion of the counseling.

5. Examples of circumstances beyond the borrower’s control include loss of employment, serious
long-termillness, and medical bills that are not covered by insurance.

6.8.1.8 Adverse Credit History

1. TheSellershouldreview the borrower’s past credit history for the following events:

a. Judgments, Tax Liens, Collections, Charge-Offs, and Repossessions
Generally, asingle event of a past Judgment, Tax Lien, Collection, Charge-Off,
Repossession, or multiple events with more than $500 past due must be paidin full.

b. Bankruptcies
Bankruptcies needto have beendischarged atleast 4 years prior to the loan application
date. If bankruptcy was due to extenuating circumstances, such as medical, discharge
must be two years prior to loan application.

c. Foreclosures
Foreclosures need to have occurred at least 7 years priorto the loan application date.

d. Short Sales/DeedsIn Lieu
A ShortSale occurs when a borrowerand the lenderwho holds the mortgage on the
property agree to transfertitle forlessthan the current mortgage obligation (including
any missing payments, late fees, penalties, and advances for taxes and the like). FHLBI
views short sales as similartoforeclosures,and they must have occurred at least 5 years
priorto the loan application date.

2. Borrowers must provide asatisfactory written explanation for any of these credit events. The
explanation should include atime-frame that matches the time of the delinquency.

3. Inreachinganunderwritingdecisionforloan files with adverse creditissues, the Seller should
considerthe frequency and severity of the circumstances.

4. Theeventsshould notreflectadisregard for, or mismanagement of, financial obligations.

5. Circumstancesshould be evaluated to determine whetherthe borrower has re-established
acceptable creditand if the situation was beyond the borrower’s control.
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6. CreditSummary Documentation Requirements:

Borrower History/Documentation Requirements

All Files Borrower file must contain:

e Residential mortgage creditreport (RMCR), or

e Two-repository, in-file, merged/purged credit report, and

e Mortgage/rental history fortwelve (12) months must be
verified.

e Minimum creditscore of 680

Borrowers with Established | ¢ Minimumthree creditreferences

Credit e Threetradelinesthathave been evaluated foraminimum
of twelve (12) months.
Borrowers with Non- If four credit references cannot be documented through the
Established Credit RMCR or a two-repository, in-file, merged/purged credit
report, FHLBI requires alternative credit sources foratotal of
fourreferences.

Each alternative credit source must have been open and active
inthe lasttwelve (12) months.

Files with Adverse Credit Cure and/or explain as appropriate.
Issues
Judgements, Tax Liens, Must be paidin full.

Collections, Charge-Offs, or
Repossessions

Bankruptcies Must be discharged fouryears priorto loanapplicationor
sevenyearsforcash-outrefinance.

If bankruptcy was due to extenuating circumstances, such as
medical, discharge must be two years priorto loan application.

Foreclosures/Deed-in- Seven years must have passed priortoloan closingfora
Lieu/Short Sales foreclosure and five years for Short Sale or Deed-in-Lieu.
A 10% down paymentisrequired between five and seven
years since completion.

6.8.1.1 Borrower Income Calculations

Borrowers are required to show proof of income stability for the past two years and that theincome is
likely to continue foratleastthree years. The borrower’s debt to income ratio may not exceed 33%/43%
and adhere to Appendix Q to Part 1026-Standards for Determining Monthly Debtand Income.
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6.8.2 Qualification Ratios

6.8.2.1 Calculations

1. Monthly Housing Expense Ratio

The monthly housing expense ratio compares the borrower’s projected total monthly

housing expense with the borrower’s total monthly income. Monthly housing expense

includesthe PITI paymentand, if applicable, other financingand homeowners’ association

dues. Theratio should be calculated asfollows:

Monthly Housing Expense Ratio:

Total monthly
. <= Total Income =
housing expense

Monthly housing
expense ratio

2. Total Debt Ratio

The total monthly debt ratio compares the borrower’s total monthly debt with total monthly

income and should be calculated as follows:

Total Debt Ratio:

Total monthly

a Total Income =
debt :

Total debt Ratio

6.8.2.2 Total Monthly Debt Includes

1. Recurring ObligationsInclude:
e Allinstallmentloans
e Revolvingcharge accounts
o Realestateloans
e Alimony
e Childsupport
e Othercontinuingobligations
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2. Debtto income Ratio ComputationforRecurring Obligations
i. Thesellermustinclude the following when computing the debttoincome ratios for
recurring obligations:
a. Monthly housingexpense
b. Additional recurring charges extending ten (10) months or more, such as:
i.  Paymentsoninstallmentaccounts
ii.  Childsupportorseparate maintenance payments
iii.  Revolvingaccounts
iv.  Alimony
v. Debtslastinglessthanten (10) months mustbeincludedifthe
amount of the debt affects the borrower’s ability to pay the
mortgage duringthe monthsimmediately after loan closing,
especiallyif the borrower will have limited or no cash assets after
loan closing.

Note: Monthly payments onrevolving or open-ended accounts, regardless of balance, are counted as
a liability for qualifying purposes even if the account appears likely to be paid off within ten (10)
monthsor less.

3. Revolving Account Monthly Payment Calculation
If the creditreportshows any revolving accounts with an outstanding balance but no specific
minimum monthly payment, the payment must be calculated as the greater of:

e 5 percentofthe balance;or
e $10.00

Note:If the actual monthly paymentis documented fromthe seller orthe seller obtains a copy of the
current statementreflectingthe monthly payment, thatamount may be used for qualifying
purposes.

4. Reduction of Alimony Payment for Qualifying Ratio Calculation
Since there are tax consequences of alimony payments, the seller may choose to treat the
monthly alimony obligation as a reduction from the borrower’s grossincome when
calculating qualifyingratios, ratherthan treatingitasa monthly obligation.
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5. Borrower Liabilities: Contingent Liability
ii. A contingentlLiability exists when anindividualis held responsiblefor payment of a
debtifanotherparty, jointly orserially obligated, defaults on the payment.

iii.  Application of Contingent Liability Policies

a.The contingentliability policies described in this topicapply unless the
borrower can provide conclusive evidence from the debt holderthatthereis
no possibility that the debt holder will pursue debt collection against
him/hershould the other party default.
6. ContingentLiability on Mortgage Assumptions
7. Contingentliability must be considered when the borrower remains obligated onan
outstanding FHA-insured, VA-guaranteed, or convention mortgage secured by property that:

iv.  Has beensoldortraded within the lasttwelve (12) months without arelease of

liability, or
v. Istobesoldon assumptionwithout release of liability being obtained.
8. Exemptionfrom Contingent Liability Policy on Mortgage Assumptions
9. Whena mortgage is assumed, contingent liabilities need not be considered if the:

vi.  Originatingseller of the mortgage being underwritten obtains, from the servicer of
the assumed loan, a payment history showing that the mortgage has been current
duringthe previous twelve (12) months, or

vii.  Value of the property, as established by an appraisal or the sales price onthe HUD-1
Settlement Statement/CD from the sale of the property, resultsin aloan-to-value
(LTV) ratio of 75 percentor less.

10. ContingentLiability on Cosigned Obligations
viii.  Contingentliability applies, and the debt mustbe included inthe underwriting
analysis, if anindividual applying foramortgage is a cosigner/co-obligorforany of
the following:
e Autoloan
e Studentloan
e Mortgage loan
e Anyotherobligation

ix.  Ifthe sellerobtains documented proof thatthe primary obligor has been making
regular payments during the previous twelve (12) months, and does not have a
history of delinquent payments on the loan during that time, the payment does not
have to beincluded inthe borrower’s monthlyobligations.

11. Borrower Liabilities: Projected Obligations and Obligations Not Considered Debt
X.  Projected Obligations
a.Debt payments, such as a studentloan or balloon-payment note scheduled to
begin orcome due withintwelve (12) months of the mortgage loan closing, must
be included by the selleras anticipated monthly obligations during the
underwriting analysis.
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b.Debt payments do not have to be classified as projected obligationsif the
borrower provides written evidence that the debt will be deferred to a period
outside the 12-month timeframe.
xi.  Balloon-payment notes that come due within one year of loan closing must be
consideredinthe underwritinganalysis.
12. Obligations Not Considered Debt
13. Obligations not considered debt, and therefore not subtracted from grossincome, includeall
of the following:
e Federal, State, and local taxes
e Federal Insurance Contributions Act (FICA) or other retirement contributions, such as
401 (k) accounts (including repayment of debt secured by these funds)
e Commuting costs
e Uniondues
e Openaccountswith zero balances
e Automaticdeductionsto savingsaccounts
e Childcare
e Voluntarydeductions

6.8.3 Documentation Requirements

6.8.3.1 Residential Loan Application

An initial fully completed Fannie Mae 1003/Freddie Mac 65 form or other approved equivalent (hand
written ortyped)is usedto begin the process of determiningthe Borrower’s credit reputation. The final
Form 1003/65 must be complete, legible, dated and signed at Closing by the Borrowers signing the Note.

If there is a material discrepancy between the initial and final application, the Seller must prepare a
written statement explainingthe discrepancy. The final application must match the verified documents.

6.8.3.2 Credit Report

The Seller must obtain a written reportfromanindependent credit reporting agency foreach borrower
where available. Allloans require aresidential mortgage creditreportora two-repository, in-file,
merged/purged creditreport.

The Credit Reportshould alsoinclude all of the following:

e Creditscore
o Allsupplements, including publicrecords examination
e Statusof all opencreditaccountslisted onthe loan application
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6.8.3.3 Verification of Mortgage or Rental (VOM/R) Options

One of the following must be included:

o Areferenceonacreditreport

e A 12-month mortgage rating (oran acceptable alternative) required forany currently owned
property and for properties owned inthe pasttwelve (12) months

e A copyof all canceled checks forthe most recenttwelve (12) month period

e A 12-monthrental paymenthistoryif the borrower has nothad a mortgage

6.8.3.4 Additional Credit Information

1. Directverificationshould be included forany accounts not listed onthe creditreport.

2. Aletterofexplanation detailing significant adverse credititems should be included.

3. Whenthecreditreportindicatesthatrecentinquiriestook place, the lender must confirm that
the borrower has not obtained any additional creditthatis notreflectedin the creditreport or
the mortgage application. If additional credit was obtained, a verification of that debt must be
provided and the borrower must be qualified with the monthlypayment.

6.8.3.5 Verification of Employment (VOE)

The following must be performed as part of VOE:

1. VOEscoveringthe past twoyearswork history should alsoinclude earnings forthe yearto date
and forthe prioryear. Borrower(s) income must be verified and validated fora minimum of 24
months or more. A verbal or written VOE dated within 10 business days prior to Closing will be
required. Asigned 4506-T form will be required at Closing.

a. Iftaxreturnswererequiredinthe underwriting of the loan, the seller must obtain
transcripts for the same tax years as documented by the borrower’s tax returnsin the
originationfile.

2. The amount of commissions, bonus and overtime earnings, and likelihood of continuance should
be verified onthe VOE. Atwo-yearaverage, less expenses, may be used ifincome has been
stable andis likely to continue. If 25% or more of commissions, bonus, and overtimeincome is
used to qualify, two years of signed tax returns and schedules are required.

3. Income fromemploymentbya family memberorbya closely held family businessis acceptable
as longas the borrowersubmits the previous two years of signed tax returns and all applicable
schedules.

4. A 24-monthhistory, verified by the employer, is required to confirm second-job income.

5. Taxreturnsor otherindependentdocumentation is required to confirm military entitlement
income.

6. Allemploymentgaps withinthe lasttwo years should be explained satisfactorily.

7. Allincome mustbe verifiedin accordance with Appendix Qto Part 1026-Standards for

Determining Monthly Debt and Income.
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6.8.3.6 Verification of Deposit (VOD)

1. Verification of funds sufficient for closing, including the borrower’s minimum down payment and
a minimum of two (2) months PITl cash reserves.

2. Average balance forpasttwo (2) monthslisted;if not, Seller should attach the last two monthly
statements.

3. Theborrowershould provide explanations of any significant changesin account balances orany
recently opened accounts.

6.8.3.7 VOD Alternative

1. Two (2) consecutive months’ depository institution statements.
2. These must, at a minimum, reportthe ending balances and all deposits and withdrawals.

6.8.3.8 Gift Letters (if applicable)

Giftletters mustbe completedin full with the following:

e Donor Name

e Address

e Relationship to borrower(s)

e Statementthatno repaymentisnecessary
e Donor Signature

6.8.3.9 Sales Contract and/or Escrow Instructions

1. Copiesofallagreementsbetweenthe buyerandsellerrelated to the property should be
included.

2. Alladdendashouldbe signed by all parties.
Borrowershould provide proof (canceled checks, deposit receipt, etc.) of earnest money
payment.

6.8.3.10 Cost Verification

The Sellershould verify costs for construction and home improvements with copies of contracts, paid
receipts, canceled checks, etc.

6.8.3.11 Appraisal

1. FHLBI requiresthe Fannie Mae/Freddie Mac URAR or otheracceptable alternative as described in
Section 6.6.
2. Theappraisal reportshouldinclude all of the following:
a. Photosof subject property, streetscene, and comparables
b. Review appraisal (ifavailable)
c. Alladdendaandexplanations
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6.8.3.12 Additional Documents

1. FHLBI may require additional documentation under certain circumstances.

2. Divorce Decree/Separation Agreement or Property Settlement Agreement (ifapplicable) to
provide verification of the amount of alimony or support paymentsisrequired if the borroweris
relyingonthe alimony orsupport payments as a source of income forrepayingthe loan, oris
obligated to make the alimony or support payments.

3. Verification of the amount of child support/alimony that has been paidis required, if such
incomeisbeingrelied onto qualify orif borroweris obligated to pay support oralimony.

4. SellermustfollowAppendix Qto Part 1026-Standards for Determining Monthly Debt and
Income.

6.9 Power of Attorney (POA)

1. POA Closing Documents:
May be executed viaaPOA provided the following conditions are met:

a. The POA can be used for closingdocuments only and is not acceptable forapplication or
creditverification documents.

b. Atleastone borrower mustbe presentatClosing, unless aface-to-face interview has
been conducted with all applicants.

c. Aseparate, executed POA must existforeach borrowernot presentat Closing.
The Attorney-in-Fact must executeall closing documents at Settlement.

e. Thetitle company mustensure the lenderisthe firstlien position without exception to
the POA.

f. Thetitle company mustensure the POA has beenrecorded orwill be recorded along
with butimmediately priorto the closing documents through the closinginstructions.
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2. POA Documentation Requirements:
A POA must contain the following:

a. Authorizationforthe Attorney-in-Fact to perform specificfunctions related to real estate
financing, oris specificto the subject property.

b. Astatementthatthe POAisin full force and effecton the Closing Date, survives
subsequentdisability (durable), and has to be revoked in writing, orgives aspecific
expiration date which survives the Closing Date.

c. Astatementofthegrantor’s(borrower’s) name exactly asit will appearonall closing
documents.

d. Notarizedsignature of grantor (if executed outside the U.S., it must be notarized ata U.S.
Embassy or a military installation).

e. Recorder’sstamp, if previously recorded.

f.  Must be dated no more than 180 days prior to the Closing Date.

6.9.1 POA Documentation Requirements
Documents may be drawn with eithersignature example shown below:

(Attorney-in-Fact’s signature)
TYPED name of Attorney-in-Fact as Attorney-in-Fact for TYPED name of Borrower

(Borrower’s name signed by Attorney-in-Fact)
TYPED name of Borrower by (Attorney-in-Fact’s signature) TYPED Attorney-in-Fact’s name,
his/her Attorney-in-Fact

6.10 Property Title Requirements

1. Firstlien:
Theinsuredloan must be a firstlien orthe equivalent of afirstlienonan improved 1 to 4 family
residential property, modularhome, condominium, or PUD.

2. Leasehold estate (ground rent):

a.

Ifthe propertyissubjecttoa ground lease, the terms must be typical and customary for the
market.

Ifthe terms of the ground lease are not typical for the market, the effect on marketability
must be fully explained.

Residential improvements on leasehold interests must be legal securityfora mortgage
accordingto state statutes or governing law.

The terms of the lease may not impairthe first lien status of the mortgage.

Generally, the term of the lease must be at least 15 years, without renegotiation of rentor
lease payments duringthe leaseterm.
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f. Thelease mustextendorbe automatically renewable foraperiod of 10 years beyond the
mortgage term.
3. Easementsor Joint Party Agreement:
The marketability of a property may be limited by an easementora joint party agreement
coveringthe adjoining property, such asa common driveway or well. Such situations should be
identified in the appraisal (or otheracceptablealternative).

4. Private Transfer Fee Covenants:
The Sellershall review titleto all property securingthe mortgage loans to be sold to FHLBI in
MPP to identify each covenant that purportstorun withthe land or to bind current owners of
and successorsintitle tothe property, thatobligates a Transferee or Transferor to pay upon
transfer of an interestin all or part of the property, atransferfee upon a transferoftitle tothe
property each time the propertyistransferred (a Private Transfer Fee Covenant).

No mortgage loans on properties encumbered by Private Transfer Fee Covenants are eligible for
purchase/sale into MPP program if the Private Transfer Fee Covenant became effective on or
after February 8, 2011, unlessthe Private Transfer Fee Covenant meets each of the following
conditions:

a. Requires paymentof aprivate transferfee toa nonprofit mandatory membership
organization comprising owners of homes, condominiums, cooperatives, manufactured
homes, orany interestin real property created pursuantto a declaration, covenant orother
applicable law; oran organization described in section 501(c)(3) or section 501(c)(4) of the
Internal Revenue Code (each, an Association”); and

b. Limitsthe use of such feesto support maintenance andimprovements to the subject
property, and acquisition, improvement, administration, and maintenance of property
owned by the Association, including cultural, educational, charitable, recreational,
environmental, conservation or other similar activities that:

i.  Areconductedinor protect the burdened community oradjacent or contiguous
property, or
ii.  Areconductedon otherpropertythatisused primarily by residents of the burdened
community.
5. Property Assessed Clean Energy (PACE):

FHLBI will not purchase mortgage loans secured by properties with an outstanding PACE

obligation unless the terms of the PACE program do not permit priority over first mortgage liens.

Sellers are responsible for monitoring state and local law to determinewhetherajurisdiction has

a PACE program that providesforlien priority.
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7. Quality Assurance (QA) Program Requirements

7.1 Introduction

The Seller must have a written Quality Assurance (QA) Plan thatisin compliance with FHLBI’s requirements
relative to FHLBI’s origination, underwriting, closing, delivery, and servicing procedures; including FHLBI’s
Anti-predatory Lending Policy.

One of the primary purposes of the QA Planis to ensure thatall loans originated and purchased:

e Conformto Sellerpolicies
e Areof a quality acceptable to FHLBI
e Complywithinsurerand regulatory requirements

7.2 Limitations & Restrictions

In additionto the QA Plan Guidelines provided in this section (Section 7), the following limitations and
restrictions are highlighted:

The QA Plan must protect FHLBI from unacceptable risk; guard against errors, omissions, and fraud; and
assure that promptand effective corrective measures are taken when deficiencies are identified.

The QA Plan must monitorand evaluate the accuracy, validity, and completeness of aSeller’sloan
origination and servicing operations.

7.2.1 QA Plan Requirements
The QA Plan must have documented standards and procedures that satisfy each of the following areas of
QA compliance:

1. The QA Plan must assure thatthe Seller’s operating procedures are revised inatimely mannerto
accurately reflect changesin FHLBI, institutional, insurer, and secondary market requirements.
Personnel must be notified of changes andthe Selleris accountable for performance failures or
errors.

2. The QA Plan may be drafted to meetthe following requirements setforthin this section (Section
7) or may comply with the QA Guidelines of any one of the following agencies: Fannie Mae,
Freddie Mac, or FHA.

3. The QA Planshouldbe keptcurrentwith the Seller’s operating procedures and is subject to
review by FHLBI at any time during the Seller’s participationin MPP at FHLBI’s request.

4. Sellersneedtohave the execution of IRS Form 4506-T with the IRS in their written QA Plan.

a. Forallloansreviewed through the random selection process (and forloans selected
through the discretionary selection process, as applicable) the post-closing QA review
mustinclude 24 months transcripts (executed 4506-T) from the IRS.
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b. Forallloansthat require tax returns (i.e. self- employed), Sellers must obtain 24 months
transcripts (executed 4506-T) forthe same tax years as documented by the borrower’s
tax returnsinthe underwritingfile.

c. Transcripts must be obtained forallincome types usedinthe underwriting process
(personal and business, if applicable). If tax returns were required in the underwriting of
the loan, the lender must obtain transcripts forthe same tax years as documented by the
borrower’s tax returns.

7.3 QA Reviewers
1. The QA Plan must identify the individuals responsible for carrying out the QA Plan.

a.

The QA reviewers must be independent of the production, underwriting, and servicing
departments of the Seller; can be internal or external (third party) reviewers; and must
reportdirectly tothe Seller’s senior management.

QA reviewers must be knowledgeable in all areas of the Seller’s production, underwriting,
compliance, and servicing departments including all FHLBI, insurer, and regulatory
requirements.

7.4 Corrective Action & Reporting
The QA Plan must identify the corrective actions and reporting that accompany the plan’s execution.

1. TheSeller'smanagement musttake promptactiontodeal appropriately with material findings.

a.

Findingresponses must clearly identify actions to be taken, the timetable for their
completion, and planned follow-up activities and recommendations.

Additionally, the Seller will notify FHLBI, in writing, within 30days should management
determine thata QA finding affects the investment quality or eligibility of a mortgage
previously sold to FHLBI. Thisincludes violations of law, false statements, patterns of non-
compliance, and suspected fraud or program abuse.

2. Regularreports mustbe sentto seniormanagement within 30days of the completion of the report

and within 90 days of the selection.
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7.5 File Retention
The QA Plan must identify how files are stored and how longfiles are to be retained. All QA records mustbe
keptfora minimum of three years, includingall:

e Re-verifications

o Checklists

e Reviewresults

e Procedural information

e Detailedrecords of any corrective action recommended and/orimplemented.

These records must be made available to FHLBlI upon request.

7.6  Sampling Requirements
The QA Plan must specify sampling requirements which include the following:

o Theclosedloanschosen forreview mustbe selected onaregularbasis (monthly or quarterly).

e Each review mustdocumenthow the sample size and selections were determined.

e Each selection mustreflect the entire scope of loans originated or purchased by the Sellerand
each selection should contain arepresentative sample of loans sold to FHLBI.

e At minimum, 10% of the loans should be selected each period, orif there are more than 7,000
loans originatedinagiven period, then an appropriately sized statisticalrandom sampling may
be used that provides a95% confidence level with 2% precision.

1. Thefollowingare loan characteristicsand componentsto consider when makingthe selection:
e Mortgage types
e Program types
e Propertytypes
e Appraisers
e Real estate companies
e Builders
e Underwriters
e Processors
o Closingpersonnel
e Loan officers
e Loan to value categories
o Refersfromautomated underwriting

In addition, all loansin Early Payment Default must be reviewed.

The scope of the review must be expanded when fraud or patterns of deficiencies are uncovered.
The scope must be expanded by anincrease infiles as well as more in-depth reviews.
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7.7

Legal Document Review

The plan mustdefine legaldocumentreview. Ataminimum, the followinglegal documents mustbe

reviewed and checked foraccuracy and completeness, if applicable:
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Note

Ridersto Note

Mortgage

Riders to Mortgage

Mortgage Insurance Certificate (Private or FHA)
Title Commitment/Policy

Survey

Affidavit of Purchaser/Vendor

Truth in Lending Disclosures

. Good Faith Estimate/Loan Estimate

. HUD-1 Settlement Statement/Closing Disclosure statement

. Rescission Notice

. Allapplicable regulatory disclosures (Regulation Z, Regulation B, RESPA, and the Flood Act)
. All State and Local Predatory Lending Laws and FHLBI’s Anti-predatory Lending Policy

Anydiscrepancies found during legal document review must be noted in the QA Report, whichisto be

reviewed by senior management so that corrections can be made.

7.8

Origination Document Review

The QA Plan must define the scope of the origination documentreview. Ata minimum, the following

origination documents must be reviewed foraccuracy and completeness, if applicable:
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Applications

CreditReport(s)

Verifications of Employment/Income (VOE)
Verifications of Deposit (VOD)

Loan Verifications

Appraisal

Purchase Agreement

Supporting Documentation

Required Disclosures

. HUD LDP Lists

. Automated Underwriting Data
. Mortgage Delivery Data

. Re-verifications

a. Writtenre-verifications must be attempted; however, verbal re-verifications may be completed
on various documents when deemed appropriate based on the review of the informationinthe
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file orwhen writtenre-verifications are not possible or when suspicious issues arise fromthe
review.

b. The re-verification mustbe compared tothe original informationin the fileand any discrepancies
should be noted.

7.8.1 Employment and Income
An attempt must be made to verify employmentinformation forany/allborrowers whose income was
used to qualify forthe loan.

In the eventthatthe borroweris self-employed, an unexpired IRS 4506 form or 4506T must be used to
obtain a copy of the tax returns or transcriptsfromthe IRS for comparisontothe taxreturnsin the file.
Verbal re-verifications may be completed to verifythe existence of the borrower’s business license, if
applicable.

7.8.2 Assets
An attempt must be made to verify all deposit, gifts, orotherassets when funds are needed to close and
when the documentation allows for re-verification.

7.8.3 Mortgage and Rent
Written re-verifications of mortgage orrent must be performed when the mortgage orrentis not
verified onthe creditreport.

7.8.4 Credit Reports
Unlessthe loan was a streamline refinance or was processed using an approved AUS, credit reports must
be ordered based on the following criteria:

1. FHA loansrequire athree merge creditreportfromanothersource otherthan the original
reportingagency.

2. Conventionalloans mustreceiveathree merge on 10% of the selectionand anin-filecredit
reportfrom a competing agency onthe remainingselection.

3. Theresults must be comparedto the original credit reportforany discrepancies.
Re-verifications mustalso be attempted on alternate credit sources.

7.8.5 Occupancy

In cases where occupancy of the subject propertyis suspect, an attempt must be made to determine
whetherornot the mortgagoris occupyingthe property. Ifitis foundthatthe mortgagorisnot
occupyingthe property asa primary residence, this finding should be immediatelyreported to FHLBI.
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7.8.6 Appraisals

Appraisal reviews must be completed on 10% of the Conventional loansin the selection and 10% of the
FHA loansinthe selection. The appraisal reviews must be completed by anindependentfeeappraiser
who will complete an exteriorinspection of the property and comparables and a thorough analysis of the
original report.

Any discrepancy must be noted and reported immediately to FHLBI. A desk review mustbe completed
on all otherappraisalsinthe sample toreview the appraisal data, validity of the comparables, value
conclusion, andif repairs were required to meet minimum safety and soundness requirements.

Appraisals selected forfield reviews may be based on the following factors:

Property complaints received from mortgagors.

Discrepancies found during desk reviews.

Large adjustmentstovalue.

Comparable sales more than six (6) months old.

Excessive distances from comparables to the subject property.
Repetitive sales activity for the subject property.
Investorsold properties.

Identity of interest between buyerand Seller.

. Selleridentity differs from owner of record.

10. Vacant properties.

© PN UEWN P

Value increased 20% or more within twelve (12) months of previous sale.

7.9 Underwriting Decisions

The QA Plan must define the scope of the review of underwriting decisions. The underwriting decisions must
be monitoredtoinsure thatthe underwriters are familiar with the specificunderwriting area, familiar with
the agency/investorcriteria, and that the conclusions are accurate, complete, and documented properly.

Each loan must be reviewed toinsure thatit was properly underwritten and that sound judgment was used
inthe underwriting process.

Loans mustalso be reviewed for compliance with investor, agency, insurer, and secondary market
requirements.
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Each loan selected must be reviewed to determine whether:

1. Conditionswhichwererequiredto be satisfied priorto Closingwere infact met before Closing.
The Seller was the owner of record or was exempt forthe owner of record requirementin
accordance with HUD regulations.

3. Theloan wasclosed and funds disbursedinaccordance with underwriting and subsequent closing
instructions.

4. Theclosingand legal documents are completeand accurate.

7.10 Automated Underwriting

The QA Plan must define the scope of the review of automated underwriting decisions. Relativeto anyloan
placed through an AUS, a data integrity check must be completed to be certain if the actual loan information
matchesthe inputto the automated system.

Specifically, the borrower, property, mortgage, income, assets, and source of funds information mustbe
verified. It mustbe assured that the automated assessmentisincludedinthe loanfile in addition to normal
required documentation. Itis determined that when the automated system cannot approve the application,
that the basis of the underwriterdecisionisdocumented.

7.11 QA Reviews

FHLBI will contract with a Quality Control Contractor (QCC) and perform QA reviews internally. These
reviews will involvere-underwriting of arepresentative sample of the mortgages sold to FHLBI during the
review period.

In addition, these reviews will perform a cursory check/test on the calculation of points and feesin relation
to Seller’s compliance with the new High Cost Mortgage Regulations-HCM (formerlyHOPEA) and points and
feestestingunderthe new Qualified Mortgage Rules-QM.

Sellers must provide High Cost and QM testing worksheets that provide detailed inputinformation for how
the loan was tested for compliance during origination. The sample size shall be at the discretion of FHLBI but
shall comply with all regulatory requirements. The Seller will facilitate such reviews by providing copies of
mortgage files and documentation to the QCCor FHLBI upon request.

Files delivered tothe QCCor FHLBI are generally reviewed within 120 calendar days of receipt. Ifany
mortgage failsto meet FHLBI’s requirements, the Seller will receive written notification of the defects and
shall submit corrected documentation to FHLBI within 30 calendar days.

If the defects cannotbe corrected, FHLBI may request that the Seller repurchase the mortgage, as specifically
providedin Section 18 of this Guide.
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The QCC, FHLBI, andits agents shall also conduct periodicaudits of the Seller’'s mortgage servicingand, if the
Sellerisactingasits own Document Custodian, custodial operations. The Seller will facilitate such audits and

provide FHLBI and its agent’s access to the Seller’s offices, books, records, and computer systems at
reasonable times during normal business hours.
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8.  Servicer Approval and Transfers

All servicers must be approved by FHLBI and must submit required informationto aidinthe approval
process. The Seller may transferits servicing rights solely in accordance with this section (Section 8) and the
Master Agreement.

A transferof servicing canresultfrom either of two actions:

e A negotiationforthe sale of aservicing portfolio from one party (Transferor) to another (Transferee).

e Certainchangesinownership of aSeller/Servicerthat resultin a conveyance orothertransfer, in
effect, of servicing duties and responsibilities set forth inthe documents with respect to mortgages
purchased through MPP.

8.1 Limitations & Restrictions

In addition to the Servicer Approval Guidelines provided in this section (Section 8), the following limitationis
highlighted:

e FHLBI isnot obligatedto approve aserviceror a transferof servicing.

8.2 FHLBI's Rights

FHLBI has the right to transfer servicing for cause from any purported Transferee of servicingincluding
anotherServicerthat has purported toassume a Servicer's servicing obligations without FHLBI's prior written
approval.

In addition, any such unauthorized transfer and assumption of servicing constitute grounds for suspension or
disqualification of both the Transferorand purported Transferee as Seller/Servicers.

8.3 Servicer Approval Process

To be considered forapproval as an FHLBI servicer, you must provide all items requested by FHLBI in Section
8.4.1. Seller/Servicers should reference Section 2 for requirements. FHLBI will perform due diligence usinga
risk-based approachtodetermineif aserviceris approved. The Servicer must be able to demonstrate the
ability to effectively service mortgage loans by maintaining adequate staff and procedures. A $500
nonrefundable processing fee will be charged for processing servicer approval requests for non-members of
FHLBI. Due diligence fees will be billed based on the costincurredin performingthe due diligence. FHLBI
reservesthe rightto perform on-site reviews of new servicers. FHLBI also reserves the right to approve
servicing with conditions. FHLBI is not obligated to approve aservicer. FHLBI will notapprove aservicerif
FHLBI, inthe exercise of its judgmentandinits sole discretion, determinesitis notinthe bestinterests of
FHLBI or determines thatthe servicer will not be able to adequately service the mortgages. Non-member
servicers mustalso satisfy the requirementsin Section 2.1 where applicable
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The Servicerapproval process will focus on, butis not limited to:

e Financial capacity to honor contractual obligations

e Compliance withlegaland regulatory requirements

e (Capabilities and ability to performservicing

e |T Securityandinternal controls

e Insurance coverage

e Existence of any outstanding obligations (such as repurchases)
e Delinquency and Real Estate Owned (REO) Ratios

8.4  Seller/Servicer Responsibilities

Hw N e

8.4.1

Providing requested information timely for servicerapproval.

Determiningwhen atransferof servicing will occur due to an organizational change.
Submitting the appropriate request and MPP Servicing Questionnaire, if applicable.
Complying with otherrequirementsin this Guide, as applicable.

Submitting Information for Servicer Approval

A potential servicer must submit the followingitemsto FHLBI for servicer approval:
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14.

15.
16.

Servicer Approval Questionnaire, asapplicable

Completedregistration on FHLBI’s supplier portal at www.fhlbi.com

Most recent Servicing Guide and/or procedures

Quality control procedures

Organizational Chart

Resumes of key personnel

SSAE 16 Service Organizational Controls “SOC” (preferably type 2 oralternative reports)
Business Continuity Plan

Most recent three years of audited financial statements

. Overview of company

. Details of servicing experience and history

. Information on corporate structure (subsidiaries, parent company, etc.) and geographiclocation
. Provide details of any sub-servicers or outsourced vendors that will be used to service loans

owned by FHLBI

Documentation related to strategicbusiness arrangements (such as mergers, acquisitions,
divestitures, joint ventures, etc.)

Description of procedures and systems, including copies of relevant policies

Results of recentinternal and externalauditreports, including GSE reports, if applicable
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17. Documentation of how security of borrower dataand confidentiality is addressed.
18. Details of any regulatory enforcement actions or litigation

19. Provide abreakdown of existing serviced loans by loan type

20. Additional items may be requested based onthe level of due diligence needed.

8.4.2 Submitting Requests for Transfers of Servicing

The Transferorand Transferee must obtain FHLBI’s written approval before the transfer takes place. Prior
written approvalis required, regardless of whether the transferisinitiated orrequested by aServiceror
any other party, such as a conservator, receiver, or liquidator of the Servicer.

The Transferor must complete and submit the followingitems to FHLBI at least 60 days before the
requested Transfer Date:

A nonrefundable $500 processing fee to FHLBI
Written notice of the intentto transfer, noting the names of the transferee and transferor, any
subservicers, and the proposed transfer date.

3. List of mortgagesto be transferred. Transferrequests mustincludeall outstandingloans within a
selected MDC. The loansin MDCs may not be splitbetween servicers.

The Transferee must be approved as a servicerand submitthe followingitems to FHLBI at least 60 days
priorto the transfer:

1. Completed Servicing Questionnaire
2. Detailed proposed transfer execution plan
3. Additional itemsasrequested

MPP willindicate approval, if appropriate, by providing an approval letter to the Transferorand the
Transferee.

FHLBI reservesthe rightto deny a transfer of servicing request. FHLBI may provide written notification of
the denial, butis notobligatedto provide areason for denial.

8.4.3 Reviewof Transferor and Transferee

FHLBI will work with the Transferorand Transferee to approve atransfer of servicing, butreservesthe
rightto approve with conditions. FHLBI is not obligated to approve atransfer of servicing. FHLBI will not
approve a transfer of servicingif FHLBI, in the exercise of its judgmentandinits sole discretion,
determinesthatsucha transferis notin the bestinterests of FHLBI or determines that the Transferoror
Transferee willnot be able to adequately service the mortgages remainingin the post-transfer portfolios.

The Transferorand Transferee must be approved Servicersinaccordance with Section 8.3and must bein
compliance with all requirements of MPP Documents. Whenreviewingatransferof servicingrequest,
MPP will reviewboth the Transferorand the Transferee.
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8.4.4 DelinquencyReporting
MPP requiresthe Transferee to performadue diligence reviewon the loansinthe transferand on
Custodial Accounts and to be aware of any obligations of the Transferorunder MPP Documents.

8.4.5 Due Diligence
The Transferee’s due diligence efforts should include, but are notlimited to, areview of the following
information thatthe Transferor may provide:

Reports and data that confirm and supportinformation provided by the Transferor.
Pertinentreports prepared by internal or external auditors, including any recently completed
MPP audit.

8.4.6 Mortgage Insurance (MI) Coverage

The transfer must comply with the requirements of each mortgage insurerthatinsures any of the
mortgages. Before the transferoccurs, the Transferor must obtain a commitmentfrom each mortgage
insurerto continue to provide coverage required by FHLBI for the benefit of the Transferee.

If any mortgage insurer will not continue to provide coverageforthe benefit of the Transferee, the
Transferor must obtain a written commitment by another mortgage insurerto provide equivalent
coverage.

8.4.7 Reportingto FHLBI
1. Servicing Reporting:
Beginning withreports due forthe reporting cycle immediately following the effective Date of
Transfer, the Transferee must submitall servicing reportsin theirname and Seller/Servicer number
of the Transferee.

2. Accounting Reporting and Remitting:
a. Allofthefollowing mustbe reported and remitted by the Transferor:
i.  Payoffsforwhichthe payoff date is before the effective Date of Transfer.
ii.  Third-party foreclosuresalesforwhichthe Sale Date is before the effective Date of
Transfer.
iii.  Reportsand fundsdue forthe accountingcycle cutoff date immediately preceding
the effective Date of Transfer.
b. All of the following must be reported and remitted by the Transferee:
i.  Payoffsforwhichthe payoff dateis on or afterthe effective Date of Transfer.
ii.  Third-partyforeclosuresalesforwhich the sale date ison or afterthe effective Date
of Transfer.
iii.  Reportsand funds due forthe accounting cycle cutoff dates following the effective
Date of Transfer.
3. Written Certification:
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The Transferee, as a condition of the transfer, agrees to provide to FHLBI written certification of the
completion of the transfer within 30 days after the effective Date of Transfer. The certification must
state that the Transferee:

a. Hasreceivedand possesses all funds and records (such as documents, books of account, and
files) required by MPP Documents to be transferred in connection with a transfer of
servicing.

b. Has had an opportunity to examine such records.

Has determined that such records are correct.
Assumes full responsibility and liability for the correctness of such records.

8.4.8 Transfer of Mortgage and REO Files
No laterthan 30 days afterthe effective Date of Transfer, the Transferor must deliverto the Transferee
the following records for each mortgage and REO for which Servicingis transferred:

1. Mortgage File:
The mortgage file that the Serviceris required to maintainin accordance with the Guide.

Note:If the Transferee does not maintain the same form of documents and records storage
(photographic, photostatic, microfilm, microfiche, electronicimaging, optical disk, or laser disk
storage) as the Transferor, then the Transferor must either convertthe documents and records
to the form of storage utilized by the Transferee or generate paper copies of all documents and
records for the Transferee.

2. Payment History:

The complete history of mortgage payments and, if applicable, escrowdisbursements (including
the most recent escrow analysis), with supporting documentation, from the origination date of
the mortgage.

3. Correspondence and Reports:

Copies of all correspondence with, and reports to, the borrowers and, as applicable, FHA, M,
FHLBI, and any governmentauthority.

4. Notice of Transfer:
A copy of the notice to the borrowers regarding the transfer of servicing.
5. REO History:

If REO isbeingserviced, the complete history of receipts, expenditures and management, and
marketingactivities (including copies of any filed PMI or SMI claims), with supporting
documentation, fromthe date the REO was acquired.
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8.4.9 Transfer of Portfolio Records
No laterthan the effective Date of Transfer, the Transferor must deliverto the Transferee the following
records for the mortgages and REO for which Servicingis transferred:

1. Noticesto Third Parties:
Including documentation of PMl approval and commitmenttoinsure.

2. Service Contracts:
Copiesoftaxand flood hazard determination service contracts, if applicable.

3. UnpaidCharges:
A list of escrowed charges due and unpaid as of the effective Date of Transfer.

4. Trial Balances:
Trial balances, as of the close of the last business day immediately preceding the effective Date
of Transfer, showingthe following:

Transfers of ownership, payoffs, and other Servicing exceptions in process.
Escrows, escrow advances, and prepayments.

Buy down accounts and balances, where applicable.

Delinquencies, foreclosures, bankruptcies,and REO.

o 0 T o

5. Automatic Payments:
A list of mortgages subject to automaticdrafting of monthly payments.

6. Insurance Policies:
A list of mortgages showing expiration dates of the insurance policies on the Mortgaged
Premises, whether or not premiums for these policies were escrowed by the Transferor.

7. Other Documents:
Ledgerrecords and definitions of codes usedin ledgerrecords, trial balances, orany other
documentsrequired by FHLBI to be transferred to the Transferee.

8. Custodial Accounts:
A copy of the depository's reconciliation, as of the close of the Transferor's last business day
immediately preceding the effective Date of Transfer, for each P&I and escrow custodial account.

9. FHLBI Reports:
Copiesofall Servicingand accounting reports filed with FHLBI for the three (3) months
immediately preceding the effective Date of Transfer.

8.4.10 Transfer of Funds
1. General:
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All account balances (including, but not limited to, escrows, prepayments, and buy down funds)
must be transferred tothe Transferee's designated depository. Afinal reconciliation of all
moniesrelatingtothe transfer must be made by the Transferor onthe effective Date of Transfer.

2. Escrow Accounts:
The Transferor must forward the entire balance of all Custodial Accounts related to Escrows, buy
down funds, repairaccounts, and replacement reserves (net of documented advances)to the
Transferee's depository on the effective Date of Transfer.

3. Interest:
Delinquentinterestadvanced to MPP by the Transferor as of the effective Date of Transfer net of
prepaidinterest must be reimbursed tothe Transferorby the Transferee no laterthan the date
the funds are due to FHLBI.

4. Principal:
Delinquent principaladvanced to FHLBI by the Transferoras of the effective Date of Transfer net
of prepaid principal must be reimbursed to the Transferor by the Transferee no laterthanthe
effective Date of Transfer.

8.4.11 Note Endorsements and Assignment of Security Instruments

At the time the mortgage is sold to FHLBI, the Seller must endorse the note in blankin accordance with
this Guide. When a transfer of servicing occurs, the Transferor Servicer cannot complete the blank
endorsement orfurtherendorse the note. The note shouldremaininits endorsedinblank state.

The Transferor Servicer must prepare and complete assignments according to the following
requirements:

1. For mortgagesnotregistered with the Mortgage Electronic Registration Systems Inc. (MERS), the
Transferor mustrecord any intervening assignments to complete the chain of assignments from
the original mortgagee tothe Transferor. The Transferor must then assign the Security
Instrumentstothe Transferee and record the assignments. An assignmentfromthe Transferee
inblankin recordable form (but unrecorded)should also be prepared and placed inthefile.

Copies of all assignments sent to the county recorder’s officeas well as the unrecorded final
assignmentin blank should be delivered to the Transferee's Document Custodian to be verified
and re-certified in accordance with the requirements of this Guide.

In addition, the Transferor must recover and destroy any original unrecorded assignments to
FHLBI that may have been prepared.

2. Ifthe Transfereeisa MERS member, andthe loans are registered with MERS (eitheras MOM
loans or as loans that have been assigned to MERS), no furtherassignmentis needed. The
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Transferor must notify MERS of the transferof servicing by changing the Servicer of record on
the MERS system foreach loan.

3. Ifthe Transfereeisnota MERS member, and the loans are registered with MERS (eitheras MOM
loans or as loans that have been assigned to MERS), then the Transferor must prepare and record
an assignment of the Security Instrument (on behalf of MERS) from MERS to the Transferee and
record thatassignment. Anassignmentfromthe Transferee inblankinrecordable form (but
unrecorded) should also be prepared and placed inthefile.

Copies of all assignments sentto the county recorder’s officeas well as the unrecorded final
assignmentin blank should be delivered to the Transferee's Document Custodian to be verified
and re-certified in accordance with the requirements of this Guide.

8.4.12 Document Custody Requirements
Refertothe Document Custodian Manual (AppendixA) for recertification requirements.

Recertification procedures are required if the Seller or document custodian responsibilities change fora
group of mortgages. Recertificationis alsorequired each time one or more mortgages are deregistered
from MERS.

The Transferor Document Custodian must cooperate with the Transferee Document Custodianto allow a
smooth and orderly transfer. Itisthe responsibility of the Transferor Document Custodian to work with
the Transferor, the Transferee, the Transferee Document Custodian, and FHLBI to cure all document
deficiencies priorto recertification of the custodian files.

The Transferor’s responsibilities include (but are not limited to) the following:

1. Verifythatthe Transferee Document Custodian has been selected by the Transfereein
accordance with FHLBI’s requirements and thata copy of the Transferee's executed Custodial
Agreement accompanies the Transferor's request to transfer the custodial files.

2. Causethe Transferor Document Custodianto deliverto the Transferee Document Custodianthe
custodial files not laterthan 30 days afterthe effective date of transfer.

3. Ensurethat all mortgages registered and assigned to MERS and all mortgages closed as MOM
loans are identified as such.

4. Causethe Transferor Document Custodian to remove and destroy the recordable but unrecorded
assignment, if prepared, fromthe Transferorin blank.

The Transferee Document Custodian’s responsibilities include (but are not limited to) the following:

1. Establishacustodial arrangementinaccordance with this Guide.
Performthe recertification as required in Document Custodian Manual (Appendix A).
Responsible forall representations and warranties with respect to the validity and enforceability
of the mortgage documents.
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8.4.13 Notice to Borrowers
1. Transferor's Notice to the Borrower:
The Transferor must provide timely notice tothe borrowers to ensure asmooth transition, avoid
disruptionin mortgage payments and comply with applicable laws and regulations. The
Transferor must provide written notice to each borroweratleast 15 days before the first
paymentis due to be received by the Transferee.

2. Transferee's Notice tothe Borrower:
The Transferee must provide to each borrower written confirmation of the informationin the
Transferor's notice to the borrowers within 15days before the date the first paymentis due to
be received by the Transferee.

3. Notice Requirements:
The notice must advise the borrower of the following:

a. Effective Date of Transfer.

Name and address of the Transferee.

c. Namesandtelephone numbers of the contact persons ordepartments of the Transferor
and of the Transferee wherethe borrowers'inquiries relating to the transfer should be
directed. (Iftoll-freenumbers are notavailable, the letter mustindicate that collect calls
are accepted.)

d. Date whenthe Transferorwill nolongercollectthe borrowers' payments and when the
Transferee willbeginto collectthem.

e. Anypreviously escrowed optional mortgage lifeoraccidentand health insurance for
which the Transferee will notassume responsibility, with appropriate suggestions or
instructions forthe borrowerto continue such coverage.

f. Proceduresfor maintenance of automaticdraft payments, if applicable.

The notice may notamend the terms of a mortgage otherthan those relatingtowhere tosend
payments.

8.4.14 Borrower Issues and Inquiries

The Transferorand Transferee must ensure that their staff and facilities are adequately prepared to
process Servicing and accounting transactions and to respond to borrowerinquiries during the transfer
transition period. The Transferee must assume responsibility for respondingto borrowerinquiries
received afterthe effective Date of Transfer.

Note:If any servicing oraccounting problem cannot be resolved without the involvement of the
Transferor; the Transferee, notthe borrower, should initiate the contact with the Transferor.
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Duringthe transfertransition period, the Transferorand Transferee must make reasonable efforts to
resolve disputes tothe borrowers'satisfaction when such disputes arise from legitimate borrower
misunderstanding of instructions in the notice of transfer of servicing. Late charges mustbe waivedand,
if applicable, appropriate adjustments to payment and credit records made for misapplied or unapplied
paymentsdue tothe Transferee but received by the Transferor.

8.4.15 Funds and Correspondence Received after Transfers of Servicing

Within one day of receipt, the Transferor must deliverto the Transferee any fundsfor, or
correspondence regarding, any of the transferred mortgages and REO received on or after the effective
Date of Transfer.

8.4.16 Noticesto Third Parties
The Transferor must obtain the following approvals and providethe following notices, as applicable:

Mortgage insurerapproval and commitmenttoinsure.
Advise all applicable property insurers including, if applicable, Federal Emergency Management
Agency (FEMA), of the transferand of the name and address of the Transferee to modify the
mortgage clause.
3. Providetherequired noticesto FHA, if applicable.
4. Notifyall otherappropriate parties, including, but not limited to:
e Mortgage life and/oraccidentand healthinsurers
e Tax and flood hazard determination services
e Tax authorities
e HOAs
e Feeownersforleasehold mortgages
e Otherlienholdersand publicutilities levying mandatory assessments for which escrow is
collected.

8.4.17 Liability of the Transferor and Transferee
1. Warranties
For transfer of servicingrequests received by FHLBI, the Transferee is liable to FHLBI for all sale
and Servicingrepresentations, covenants, and warrantiesin MPP Documents with respecttothe
mortgages and REO forwhich Servicingistransferred, whetheror notthe Transferorhad such

liability.

2. Hold Harmless
The Transferorand the Transferee, jointly and severally, fully indemnify and agree to hold FHLBI,
its successors and assigns, harmless from and againstany and all losses, claims, demands,
actions, suits, damages, costs, and expenses (including reasonable attorney fees) of every nature
and character that may arise or be made againstor be incurred by FHLBI as a result of the
Transferor's or the Transferee's failureto comply with applicable law orfailure to comply with
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FHLBI's Servicing requirements as set forth in MPP Documents, including, but not limited to
failure to provide the notices, failureto make any payment to the appropriate parties forwhich
escrow is collected, and failure to credit properly any payments received from borrowers.

Servicing
The Transferee hereby agreesto service the mortgagesinaccordance with the terms of the MCC,
this Guide, and all applicable MPP Documents, all of which are fully incorporated herein by

reference.
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9. Remittance Schedule
9.1 Scheduled/Scheduled
1. The Servicermust make all required payments to FHLBI by the 18th calendarday of each month
or the next business day if the 18th is nota business day, as specifically provided in Section 14 of
this Guide.
a. FHA remittanceisthe 15th calendarday of each month.

In case of shortfallsin collections onthe mortgages, the Servicer must supply, fromits own
funds, amounts necessary to pay FHLBI the amountsto whichit is entitled under the mortgages
on a timely basis.
This may include ashortfall of interest fromloans paidin full priorto the scheduled maturity
date and curtailments (otherthan curtailments on payments that are prepaid).
In any eventinwhich the Selleradvancesits own funds on behalf of amortgagor, the Servicer
shall notbe entitled to exercisethe rights of FHLBI in connection with such advance until the
Seller hasrepurchased the mortgage from FHLBI or FHLBI has been paidin full allamounts due or
to become due under such mortgage. Such advancesshall then be reimbursed as providedin
Section 14.1.4 of this Guide.

9.2 Actual/Actual

1. The Servicermust make all required payments to FHLBI by the 18th calendarday of each month

or the next business day if the 18th is nota business day, as specifically provided in Section 14 of
this Guide.

All principal and interest (net of servicing fee) received by the Seller/Servicer must be transferred
to the actual/actual P&I custodial account at FHLBI within 2 business days of receipt fromthe
borrower.
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10. ServicingGuidelines

10.1 Limitations & Restrictions
In addition to the Servicing Guidelines provided in this section (Section 10), the following limitations and
restrictions are highlighted:

e The Servicer may transfercustodial accounts, Document Custodian responsibilities, and subcontract
servicing responsibilities only with prior FHLBl approval.
e The cost of propertyinspectionsis notreimbursable by FHLBI.

10.2 Mortgage Servicing and Administration

GSE servicingguidelines are anintegral part of MPP. To the extentthat certain servicing matters are not
coveredinthis Guide, GSE servicing guidelines, under which the mortgage would be eligible for sale to that
GSE, should be followed.

Sellersand Servicers are expected to obtain current GSE guidelines from Fannie Mae or Freddie Mac and
receive announcements and updates asthey are released. Sellers need notbe approved Sellers orServicers
of other GSEs to obtainthe guidelines. Accesstothe guidelinesisavailablethrough asubscriptionto AllRegs,
whichisavailable at www.allregs.com. Whereverthis Guide and GSE guidelines may be in conflict, this MPP

Guide shall supersedethe GSE guidelines.
Servicing Responsibilities:

a. Foraslongas FHLBI ownsthe mortgages, the Servicerof recordis responsible for servicing the
mortgagesin accordance with FHLBI Guidelines, this Guide, the MCC, the Master Agreement, all
other Program Documents, GSE Guidelines, and submitting monthly reports (accountingand
servicing reports) to the Master Servicer.

b. Accountsand records relatingtothe mortgages mustbe maintained accordingto generally
accepted accounting practicesina mannerthat permits FHLBI’s representatives to examineand
auditthem.

c. TheServicermustkeep PMlin effectthatexisted when FHLBI purchased the mortgage until such
time that the borrower’s equity equals 80% LTV or below, oras otherwise required by law, and
evidence of suchinsurance must be obtained by the Servicerand retained initsfiles.

d. Whenpaymentof an annual mortgage insurance premium s required, the Servicershould use
the fundsinthe mortgagor’s Escrow Custodial Account to pay the premium. Ifthe Escrow
Custodial Account balance is not sufficient to pay the PMI premium, the Servicer must advance
itsown funds to pay such premiums, and such advances may then be reimbursed in accordance
with the provisions of Section 14 of this Guide.
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e. TheServiceragreestoautomatically cancel the PMlaccordingto applicable law. Serviceralso
agreesto process Borrower-requested PMI cancellation according to applicable law and GSE
Guidelines.

f. The Servicer must establish and maintain proper P&I custodial deposit accounts and escrow
custodial depositaccounts forthe mortgages which must be balanced monthly with the
corresponding servicingaccounting records.

g. TheServicer must collect each mortgagor’s monthly principal, interest, escrow payments, and all
other payments and recoveries with respect to the mortgages and must depositthemintothe
P&l Custodial Accounts and Escrow Custodial Accounts for the mortgages.

h. Everymonth, the Servicer mustsubmitdetailed accounting and servicingreportsforall
mortgagesto the Master Servicerin the format specifiedin Section 17.2 of this Guide.

i. TheServicer may transfer Custodial Accounts, Document Custodian responsibilities, and
subcontract servicing responsibilities only with prior FHLBl approval. If FHLBI approves the
transfer, the Servicer shall continue to make all representations and warranties as containedin
this Guide and applicable Program Documents forthe life of the mortgages.

j.  TheServicershall obtain the services of an eligible Document Custodian for the mortgages, such
eligibility to be approved in writingin advance by FHLBI.

k. TheSellerorServicershall provide the documents required to be inthe custody file tothe
Document Custodianin accordance with the requirementsin Appendix A.

I. TheSellermaytransferservicing attime of sale by participating through the Servicing Released
Program or at a later date only with prior FHLBI approval. Please see Section 8 of this Guide
regarding the sale and transfer of servicing.

m. On Thursday, March 9, 2012, the U.S. governmentand 49 State Attorney’s General announced
proposed settlements (collectively, the “Settlements”) with the five largesthome mortgage
servicers, including GMAC/Ally Financial, Bank of America, Citigroup, JPMorgan Chase Bank,
Wells Fargo, and certain of theirrespective affiliates (collectively, the “Servicers”), regarding
allegations of “robo-signing” and otheralleged improper practicesin foreclosures and in home
mortgage servicing by the Servicers.

In the Settlements, the Servicers agreed to providerelief to homeowners, refinance
“underwater” homes, reform mortgage servicing, submit to monitoring, and make payments to
various parties.

FHLBI is not party to any of the Settlements, and FHLBI’s rights underall applicable servicing
agreements and the MPP Guide remain unchanged by the Settlements.

Since the inception of MPP, FHLBI has requiredits servicersto fully comply with all applicable
lawsin performingtheircontractual duties. Servicers of FHLBI-owned loans should act to ensure
their continuing compliance with all applicable laws and to work with borrowers toward
acceptable arrangements subject to FHLBI approval that will help the borroweravoid
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foreclosure. The Servicers’ obligations underthe Settlements remain subject to the terms of the
MPP Guide and the servicing agreements in effect with such servicers.

FHLBI will continue to reviewloan modification requests on a case-by-case basis to assist those
borrowers that have experienced reduced income afterthe closing of their mortgage, while also
takinginto consideration the unique cooperative structure of FHLBI. Borrowers that may benefit
from a loan modification would typically be those that have experienced aloss or decline of
income since the loan was originated under MPP. Loan workout modifications require the
approval of FHLBI as specified in Section 10.2.9 of this Guide.

10.2.1 Servicing Loans under MCCs with SMI

FHLBI will arrange for SMI on behalf of the Seller, if applicable. Referto the Mortgage Guaranty
Insurance Corporation (MGIC) Default Servicing Guide or Genworth Servicing Guide as applicable for
complete details of the supplemental mortgage insurance servicing process.

1. TheServicerwill comply with and perform all duties on behalf of FHLBI (the insured) required by
the SMI providerand PMlunderSMI and PMI policies, including, without limitation, acting as the
representative of the insured (and the insured’s designee, if any) and will bind the insured and its
designee forall purposes of the policies, including providing information to the SMI providerand
PM providers, receiving any notices, paying premiums, acceptingloss payments, and performing
any otheracts required underthe policies.

The Servicerisresponsible for performingthe following:

a. TheServiceragreesto notify the SMI providerand PMI providersinthe eventservicing
rights are sold, assigned, ortransferred.

b. TheServiceragreestoinitiate anyandall proceedingsinaccordance with the terms of
the policiesinregard to defaults and foreclosures and to diligently pursue the
proceedings once they have begun.

c. Claimstothe applicable PMland SMI providerforanylossincurred must be submitted
by the Servicer within 30days of liquidation of the property.

d. Anyeligibleclaimsnotreimbursed by the PMland/or SMI provider must be submitted by
the Servicerto FHLBI within 30 days of final claim notification from PMI and/or SMI
provider.

2. TheServicerrepresentsthatall of the following conditions have been met:
a. Allstatements made andinformation provided tothe SMI provideror PMI providerin
relationto a policy or claim are supported by statements and informationin the loanfile.
b. No statements made orinformation provided to the SMI providerand PMI providerare
false ormisleadingin any material respect.
c. The mortgage complieswith any eligibility criteriarequired by the SMI providerand PMI
providerin effectatthe time the SMI and PMI are appliedfor.
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10.2.2 Servicing Loans under MCCs without SMI
1. TheServicerwill comply with and perform all duties as required by FHLBI including, without
limitation, receiving any notices, paying premiums, accepting loss payments, and performingany
otheracts required underthe Program Documents. Referto Section 16 for details on servicing
delinquentloans without SMI.

Additional Servicerdutiesinclude:

a. TheServiceragreestonotify FHLBIin the eventservicingrights are sold, assigned, or
transferred.

b. The Serviceragreesto notify FHLBI of any Defaultonaloanand initiate any and all
proceedingsinregardto Defaults and foreclosures and to diligently pursue the
proceedings once they have begun, obtaining FHLBI’s approval of Deeds-in-Lieu,
assumptions and sales of properties.

c. TheServicershall submitaclaimto FHLBI for anylossincurred within 30 days of
liquidation of the property.

d. The Servicer mustsubmitto FHLBI any eligible claims not reimbursed by the PMI
providerwithin 30days of final claim notification from PMI provider.

2. TheServicerrepresentsthatall of the following conditions have been met:
a. Allstatements made andinformation provided to FHLBlinrelationtoa claimare
supported by statements and informationinthe loanfile.
b. No statements made orinformation provided to FHLBI are false or misleadinginany
material respect.
c. The mortgage complieswith any eligibility criteriarequired by the PMI providerin effect
at the time the PMl isapplied for (if applicable).

10.2.3 Non-delegable Duties
The Servicer may not delegate ortransferto a subcontractor (through a POA or otherwise) its obligations
to perform any of the following functions:

e WithdrawingfundsfromaP&I Custodial Accountforany purpose.
e Signinganyaccountingreports and certifications to FHLBI.
e Requestingthe release of documents from the Document Custodian.
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10.2.4 Required Record Keeping
The Servicer must perform the following record keeping duties:

1. Retainrecordsforeach mortgage for the life of the mortgage. These records must accurately
reflectthe application of each monthlyinstallmentand any un-recovered advances.

2. Maintainrecords of all disbursements fortaxes, insurance premiums, and all otherexpenses
while the mortgage is being serviced for FHLBI.

3. Retainall escrow and expense disbursement records and related bank statements pertaining to
the mortgagesinaccordance with FHLBI requirements and practices generally acceptedinthe
mortgage lendingand servicingindustries.

4. Retaina copy of all creditand closingdocuments that were usedin the approval, closingand
purchase of each loan.

10.2.4.1 Monthly Reporting Requirements

Each Servicer must submitloan-level datatothe Master Servicer on a monthly basis, specifically foundin
Section 17 of this Guide and Appendix C.

10.2.5 Mortgage Administration Costs
The Servicerisresponsible forall administration costs associated with the mortgagesincluding those
associated with:

e Servicingthe mortgages
e Processingforeclosures
e Preparingand submitting reports and records required by FHLBI and the SMI, (if applicable).

10.2.6 Pledging Servicing Rights
1. TheSellerand/orServicermay pledge the servicing rights to all or part of its portfolio of
mortgages.
2. TheSellermust obtainapproval from FHLBI prior to pledgingthe servicing rights on the
mortgagesthatitis servicing for FHLBI.
3. A Consentand Acknowledgement of Servicing Transfer Agreement must be completedinaform
that isacceptable to FHLBI prior to pledging servicing rights.
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10.2.7 Servicing Fees

The Servicer may retain a servicing fee forservicingthe mortgage frominterest payments actually
collected fromamortgagor. The applicable servicing spread from which the servicingfeeis determined
for each mortgage is specified in the MCCand the MDC.

The servicing fee may be withheld atthe time an installmentis collected. All remaining collections must
be deposited directly to the P&I Custodial Account.

10.2.8 Inspection of Properties

The Servicer must ensure that mortgaged properties are occupied and are being properly maintained.
Under certain circumstances this will require inspection of the property. The Servicer must be able to
certify thatany requiredinspections were made at FHLBI’s request.

10.2.8.1 Inspection Requirements

When possible, the Servicer’sinspection should include the interior of the property. Allinspections,
regardless of purpose, must be documented and be made part of the individual loan file but need not be
forwarded to FHLBI, exceptas described below. The cost of propertyinspectionsis not reimbursable by
FHLBI.

Note: The cost of property inspectionsis notreimbursable by FHLBI.

1. Currentloans:

Property securingacurrent loan should be inspected immediately when the Servicerlearnsthe
property may be vacantand/or believesitis necessary to preservethe value of the security or
that FHLBI’sinterestin a property may be jeopardized due to negligence or Default on the part of
a borrowerin any of the terms of the loan otherthan delinquency.

Actionisnot required when aninspection finds that repairs are unnecessary, are minor, or will
not cause deterioration. However, if the inspection indicates deterioration has occurred, or
repairs of an urgent nature are required to properly restore the property to a habitable condition
or to correct a condition which might lowerthe value of the property, the borrower must be
reminded of the obligation to make such repairs.

In addition, when acode violation notice is received, the Servicer should immediately contact the
borrowerand make arrangements forrepairs necessary to fulfillthe code requirements. In
eithercase, the Servicer should documentthe loan files regarding all contact with the borrower
and any arrangements made.

The Servicer must follow up until the repairs are completed orthe borrower’s refusal orinability
to make the repairsis established. If the latter occurs, the Servicershould send FHLBI a property
inspection with pictures and arecommendation. If emergency repairs are required, the Servicer
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must make the repairs andis authorized to spend up to $1,000 foreach property. Sumsin excess
of $1,000 forany property require FHLBI’s prior approval.

Whenrequesting reimbursement foradvance forrepairs, the Servicer must submita property
inspection with photos and astatement of expenses. Allinvoices and statements must
accompany the statement of expenses. The Servicer must verify that the mortgage insurer
approved all advance expenditures before they were incurred whenever such prior approval is
required.

2. Vacant or Abandoned Properties:

Wheneveramortgaged property is found to be vacant or abandoned, the Servicer must perform
all of the following:

a. Attempttolocate the borrowerand determine the reasons forthe abandonmentor
vacancy.

b. Arrange forthe protection of the property fromvandalism or damage by the elements,
including winterizing the property if necessary.

c. Filethe appropriate notice with the mortgage insurer, if any, as soon as the Servicerhas
established, by athorough investigation, that the property has been abandoned by the
borrower. Full details of the Servicer’s investigation and conclusions must be reported
immediately on a property inspection with arecommendation. Anoption availablefor
delinquentloans whenthe property has been abandoned may be commencing
foreclosure.

d. Notifythe hazardinsurance carrierto ensure the properendorsementis made so that
coverage is maintained.

10.2.9 Loan Modifications
Note: All modifications require prior approval from FHLBI.

10.2.9.1 Modifications Dueto Curtailments

1. Intheeventofa curtailment, the Servicer may find it necessary torecast the existing P&l to
accommodate a mortgagor request. Arecast may be allowed provided thatthere are no changes
to the original terms of the loan and the UPB would be reduced by $10,000 or more.

2. Inorderto recast the P&I, the Servicermustrequestarecast authorization from FHLBI in writing.
The request mustinclude the amount of the principal curtailment and the new P&l amount.
Once therequestisreceived by FHLBI, it will be reviewed and awritten response isissued for
approval or denial by FHLBI.

3. To qualifyfora modification due to a curtailment, the loan must be current, and no other
modifications are permitted that would change the applicable mortgage interest rate, defer, or
forgive the payment of any principal orinterest, reduce the outstanding principal balance (except
for actual payments of principal), or extend the final maturity date.
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4.

Once the loan modificationis complete, the Servicer must provide a copy of the executed
modification agreement to FHLBI and the Master Servicer.

10.2.9.2 Modifications for Purpose of Loss Mitigation

1.

In the event of missed payments orimminent default, the Servicer may offerthe borroweraloan
modification to mitigateloss. Thistype of loan modification may be allowed provided that there
are no changestothe original interest rate of the loan and the loan modificationis approvedin
writing by the applicable SMI provider, if applicable, and FHLBI.
For aloan modification review, the Servicer must perform all of the following:
a. Analyze the borrower’s financial situation, verify proposed modification is affordableand
reasonable and assess his or herintention toward the mortgage obligation.
b. Determine the value and condition of the collateral which secures the loan.
Manage the foreclosing process to ensure thatexpenses and accruinginterestare
minimized.
d. Verifyclearand marketable titleas soon as legally possible.
In orderto modify the loan, the Servicer mustrequestan approval from both the SMI provider, if
applicable, and FHLBI in writing. The request mustbe filled out onthe applicable SMlI provider’s
loan modification form and be documented appropriately. Once the requestisreceived by
FHLBI, it will be reviewed and awritten response isissued forapproval ordenial by FHLBI.
Once the loan modificationis complete, the Servicer must provide a copy of the executed
modification agreement to FHLBI and the Master Servicer.
See Section 16.5 of this Guide foradditional information regarding modification requests forloss
mitigation.

10.2.9.3 Modifications for Purpose of Land Release

A release of a portion of the security forthe mortgage may be requested by the borrower due to one of the

following:

e Release orgrantof an easement, orthe subordination of the mortgage liento an easement

e Release of aportion of the real property fromthe security
e Partition (ordivision) of a property

e Substitution of security property
e Removal ordisposition of all or part of the structures on a property as the result of condemnation

e Full or partial taking of a property by the exercise of eminent domain

e Waiverof certainrightsunderthe mortgage

Ifthe Servicer maintains an escrow deposit account to pay property taxes, it also should notify the tax
collectororassessorwhen a release of any portion of a security property that will subsequently affect the

amount of taxes levied againstthe propertyisapproved (orwhen an authorized substitution of security
property will affect either the taxing jurisdiction or the tax assessment).

Mortgage Purchase Program Guide as of 08-01-2016

FHLBI

Page 121 of 168



The Servicershould submitthe borrower’s application (along with its recommendation) to FHLBI for review

and decision. The Servicer must first obtain any required approval from the mortgage insurer, SMl provider
or guarantor, if applicable.

10.2.9.1 Modifications for Purpose of Borrower Release

In situations of divorce when the property has transferred to one spouse in the divorce decree and the

transferee spouse qualifies for loan modification, release of the other spouse from liability onthe Note may
be considered.

The Servicershould submitthe borrower’s application (along with its recommendation) to FHLBI for review

and decision. The Servicer must first obtain any required approval from the mortgage insurer, SMI provider
or guarantor, if applicable.
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11. Custodians

11.1 Document Custodian Eligibility

The Document Custodian works undera Custodial Agreement with the Sellerand FHLBI. Inorder to become
a Document Custodian, aninstitution must meet the eligibility requirements listed in the Document
Custodian Manual (Appendix A).

The Sellerand the Document Custodian must execute a Custodial Agreement and provide any additional
documentation asrequested by FHLBI.

11.1.1 Requirements for Related-Party Document Custodians
Related-party Document Custodians must satisfy and continue to satisfy additional requirements as listed
inin the Document Custodian Manual (Appendix A).

11.2 Transfer of Document Custodian Functions by FHLBI
FHLBI may decide at any time to transfer custody of the custody files, remove and discharge the Document
Custodian fromthe performance of its duties for any reason, including but not limited to:

1. Thefailure by the Document Custodianto perform orobserve any of the provisions of this Guide or
the Custodial Agreement.

2. Thefailure of the Document Custodianto meet requirements of the credit policy or Advances,
Pledge, and Security Agreement.

3. Aneventofdefaultoccurs underanyadvances, pledge, and security agreement to which the
Document Custodianisaparty or to which the applicable Selleris a party.

4. Theremoval or termination of the Seller or any other person as Servicer of the mortgages.

11.3 Accounts

11.3.1 Custodial Funds Accounts Eligibility

1. TheServicermustestablish separate, appropriate custodialaccounts forthe deposit of funds
collected and must strictly control all fundsinits custody.

2. Unlessspecifically approved by FHLBI in writing, the Servicer may not hold fundsin a corporate
account or segregated as part of the general ledger system. All accounts and related records
must be maintained accordingto sound and generally accepted accounting practicesandina
way that permits FHLBI and its agents to examine and audit such accounts and records at any
time.
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3. Inorderto become a funds custodian, any institution otherthan FHLBI must meetall of the
eligibility requirements listed below:

a. Must be afinancial institution regulated by one of the following:

i. Federal DepositInsurance Corporation (FDIC)

ii. Federal Reserve System

iii. Office of the Comptroller of the Currency of the U.S.
iv. Office of Thrift Supervision

v. National Credit Union Administration (NCUA)

a. A memberof FHLBI, or meetthe custodial depository requirements of Fannie Mae or
Freddie Mac.

b. Employknowledgeable personnel.

Meetthe minimum FHLBI financial requirements underthe credit policy and Advances,
Pledge, and Security Agreement.

d. Maintain minimuminsurance coveragerequirements as provided in Section 2.1 of this
Guide.

e. Establishandfollow written procedures relatingtoits responsibilities as fund custodian.

f. Execute a P&I Custodial Account Agreement and an Escrow Custodial Account
Agreement.

g. Supplyanyadditional documentation as requested by FHLBI.

h. FHLBI reservestherighttorequire aservicertotransferfundsout of a depository
institution, evenif the institution appears to meet eligibility requirements, if FHLBI
determinesitisits bestinteresttodoso.

4. The Servicer must establish and maintain a P&I Custodial Accountand an Escrow
Custodial Account for mortgages. These two accounts must be maintained separately.

5. Assoonas FHLBI purchases a mortgage, the Servicer must transferany funds related to
such mortgage held by the Servicer on deposit to the appropriate Custodial Account.

6. TheServicermustestablish areasonable daily work cutoff to ensure that collections are
credited to the Custodial Account nolaterthan the business day following theirreceipt.

7. All Custodial Accounts must be Demand Deposit Accounts and may be interest bearing.

11.3.2 Principal & Interest (P&I) Account

Allfunds forthe payment of principal and/orinterest which are received by the Servicer must be heldin
trust by the Servicerfor FHLBl and deposited to the P&I Custodial Account(s). Thisincludes any proceeds
fromthe liquidation of a defaulted mortgage from mortgage insurance and from any other policies of
insurance collected by the Servicer. Thisalsoincludesany prepaymentin partorin whole accompanied
by interesttothe date of the prepayment.

A P&I Custodial Account must be established at FHLBI forloans serviced for FHLBI in accordance with an
approved Actual/Actual remittance method.
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Each account must clearly indicate the respective interests of the Serviceras trustee and of FHLBI as
beneficial owner.

The account designation must be:

[Servicer'sname] Trustee of Principaland Interest Custodial Accountforvarious
Federal Home Loan Bank of Indianapolis (“FHLBI”) Whole Loans. [S/SorA/A]

Servicers remittingunderan approved Actual/Actual Remittance method must establish procedures to
transferthe daily collection of principal and interest (less servicing fees) to the P&I custodial account at
FHLBI. The transfer of funds should be made within 2business days of receipt by the Servicer.

Transferred funds are heldin the P&I Custodial Account at FHLBI until withdrawn as furtherdescribedin
Section 14.2.1 of this Guide.

Remittance of P&l fundsto FHLBI are accomplished as described in Section 14 of this Guide.
The Servicer may only make withdrawals from the P&l account for one of the following purposes:

Make monthly remittance to FHLBI.
Transferto an actual/actual P&I Custodial Account at FHLBI.
Reimburse itself for delinquency advances that have been recovered from subsequent collections
fromthe related mortgagor provided that funds are available for such purpose.

4. Remove amountsthat have been deposited to the accountinerror.

5. Remove fees, charges, or other suchamountsthat are deposited onatemporary basisinthe
account.

6. Clearand terminate the account.

Note: The Servicershould not use the P&I Custodial Accountas a collection clearingaccount. It
should establish aseparate accountfor such purpose.

Servicers must deposit only funds due to FHLBI into a P&I Custodial Account. Asanexception,
Servicers may deposit the full principal and interest payments received into the P&I Custodial
Accountand subsequently withdraw the servicing fee.

The followingis alist of the funds Servicers must depositinto the P&I Custodial Accountfor
FHLBI mortgages:

a. Principal andinterest paymentson all FHLBI mortgages whetherreceived fromthe
borroweror paid on the borrower's behalf

Principal curtailments

Payoff proceedsincluding thosefrom short payoffs and third-party foreclosure sales
Prepayment penalties (if applicable)

Repurchase proceeds

® oo o
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11.3.3 Escrow Custodial Account
1. ServicerResponsibilities Include:
i Must depositall collections of taxes, assessments, ground rents, insurance premiums,
and comparable items to the Escrow Custodial Account.
ii.  Ensuringthat the account is maintained and administered in accordance with applicable
state and federal laws and regulations.
iii.  Paymentofanyinterestdue tothe mortgagor.

Withdrawals may be made only to effect the timely payment of mortgagors’ taxes and
insurance premiums, to refund mortgagor surpluses, to recoverservicingadvances and
comparable items, and toremove any amounts depositedinerror.

At leastannually, the Servicer must compute the escrow payments required undereach
mortgage based on reasonable estimates orassessments and bills to determine that
sufficientfunds are being collected to meet all of the mortgagor’s obligations to pay
escrow payments.

If the amountheldinthe Escrow Custodial Account by the Servicer with respecttoa
mortgage, together with the future monthly installments of escrow payments, exceeds
the amountrequired to pay escrow payments as they become due, plus any cushion
amount permitted underapplicablelaw and regulation; the Servicer must eitherrepay
the excess promptly to the mortgagor or creditthe excess tothe mortgagorby a
reductionin monthly escrow payments.

iv.  Ifthe amountheldinthe Escrow Custodial Account by the Serviceris deemed insufficient
to pay escrow payments when due, the Servicer should obtain additional funds from the
mortgagor necessary to make the escrow payments before the latest date on which the
escrow payments may be paid prior to penalty, or lapse of insurance policies, as the case
may be.

If the mortgagor fails to remit the deficientamount, or if there is insufficient time to
obtain the amount, the Servicer must pay any charges due and reflectthe shortage in
the mortgagor’s Escrow Custodial Account.

v.  Theaccountis to be designated inthe name of the Serviceractingas an agentfor
mortgagor in orderto show that the account is custodial in nature.

vi.  Theaccount designation mustbe:

[Servicer'sname] Trustee of Escrow Custodial Account forvarious Mortgagors
related to Federal Home Loan Bank of Indianapolis (“FHLBI”) Whole Loans.
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vii.  The Servicer must maintain recordsidentifying each mortgagor’s paymentandthe
account into which each paymentis deposited.

11.3.4 Timing of Depositsto Custodial Accounts
Servicers must depositall funds received for mortgagesinto the Custodial Accounts no laterthanthe first
business day afterreceipt.

If a lock box service orother service is used to collect payments, Servicers must apply the paymentand
depositthe fundstothe corresponding Custodial Accounts no laterthan the second business day after
the day on whichthe lock box or otherservice received the payment.

P&I collections (net of servicing fees) under Actual/Actual remittance methods must be transferred from
the Servicer’s P&I Custodial Accountto FHLBI’s P&I Custodial Account within 2 business day of depositto
the Servicer’s P&I Custodial Account.
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12. Insurance

12.1 Limitations & Restrictions
In additiontothe insurance guidelines provided in this section (Section 12), the following limitations and
restrictions are highlighted:

e Special endorsements are required for condominiumand PUD units. Forcondominiums,an ALTA4
Endorsementorits equivalentisrequired. ForPUD’s,an ALTA5 Endorsementoritsequivalentis
required. These endorsements must be attached to each policy orincorporatedinthe text of the
policy.

o Title exceptionsrequire the Sellerto submita title waiver from FHLBI before the mortgage loan
closes.

e Mortgages are not eligible forsale to FHLBI if the community does not participate in the National
Flood Insurance Program (NFIP).

e Ifan areahas not been mapped by FEMA butthe Seller/Serviceris aware thatthe insurable
improvements are exposed to flood risks, the mortgage is not eligible for sale to FHLBI without flood
insurance onthe improvements.

e |fthe Condominium Owners Associations’ building coverage is notat least equal to the lower of 80%
of the building's replacement cost or $250,000 multiplied by the number of unitsin the building, the
mortgage is not eligible forsale to FHLBI.

e FHLBI will notaccept hazard insurance policies that limit orexclude from coverage (in wholeorin
part) windstorm, hurricane, hail damage, orany other perils that are normally included underan
extended coverage endorsement unless such risks are covered by a separate policy orendorsement
fromanotherinsurerthat provides adequate coverage forthe limited or excluded risk.

12.2 Required Insurance Coverage

12.2.1 All Risk PropertyInsurance
All Risk property insurance is required for each mortgage and evidence of such insurance must be keptin
the Servicer’s files pursuantto Section 12.3 of this Guide.

1. TheServicerisrequiredto maintainavalid, standard policy of insurance forall risk property
coverage or comparable insurance coverage.

2. Such policy mustbeinan amountequal to or greaterthan the UPB of the mortgage, or the value
of the improvements, less the value of the land.

3. The policy mustinclude astandard mortgagee clause namingthe Servicer, its successors and
assigns, or FHLBI, its successors and assigns, as mortgagee.

4. The Servicer mustalso maintain, foreach mortgage, any otherinsurance required by FHLBI
Guidelines.
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5. The Servicer must maintain the insurance in full force and effectto the extentthatthe insurance
isavailable.

12.2.2 Tile Insurance

Title Insurance policies must meet the requirements of Fannie Mae and Freddie Mac and each policy
must be written on a standard form ALTATitle Insurance Policy 1992 Version, ora more recentversion,
which contains the updated creditor’s rights exclusion statement and evidence of suchinsurance, must
be keptin the Servicer’s files pursuantto Section 12.3 of this Guide.

12.2.2.1 Title Insurance Rating Requirement

Each Title Insurance policy must be written by a title insurance company that had at least one of the
followingratings atthe time the mortgage loan closed:

e AFinancial Stability Rating of S (substantial) or better, ora Statutory Accounting Rating of C
(average) or betterfrom Demotech, Inc.

e A BBB or betterrating from Duff and Phelps Credit Rating Company.

e A Corbetterratingfrom LACE Financial Corporation.

e A Baa or betterratingfrom Moody’s Investors Service.

e A BBB or betterrating from Standard and Poor’s Ratings Group.

12.2.2.2 Short Form Policies or Mortgagee’s Certification of Insurance

FHLBI will acceptTitle Insurance provided by short form policies or by mortgagee’s certifications of title
insurance issued in conjunction with masterTitle Insurance policies provided that all of the following
conditions are met:

1. Thetitleinsurersatisfies FHLBI’sinsurerrating requirement.

2. Thetitleinsurerandany applicable branches, affiliates, or agents of the title insurer are properly
licensed and authorized to do businessin the jurisdictionin which the mortgaged property is
located and the policies are validly issued in that jurisdiction.

3. Thestandard ALTA policy forms (the Short Form Residential Loan Policy or the Master Residential
Loan Policy and the Residential Loan Certificate) is used.

4. The master policyinsures againstloss due to survey-related matters.

12.2.2.3 States Not Requiring Title Insurance

For statesin which Title Insurance policies are not normallyissued, an attorney’s opinion stating that the
mortgageisa valid FirstLienin that state is required.

However, FHLBI always requires a Title Insurance policy on a mortgage that is executed usinga POA or
thatissecured bya condominium or PUD, evenif the condominiumorPUD s locatedina state in which
title policies are not normally issued.
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12.2.2.4 Title Insurance Policy Requirements

All Title Insurance policies shall meet all of the following requirements:

1. Effective Date:
The effective Date of the title insurance may be no earlier than the later of the date of the final
disbursement of loan proceeds orthe date the mortgage was recorded.

2. Minimum Coverage:
The minimum amount of title insurance coverage is the original principal amount of the
mortgage loan.

3. Environmental Protection Lien Endorsement:
An Environmental Protection Lien Endorsement is required forall mortgage loans originated
afterSeptember1, 1987. ALTAEndorsement8.1 providesthe required coverage.

4. GeneralTitle Waivers:
The title to the property, which secures a mortgage loan, must be good and merchantable and
free and clear of all liensand encumbrances. The title policy mustnotbe subjecttoany
exceptions unless waived in writing by FHLBI before Closing or unless permitted pursuant to this
section (Section 12.2).

12.2.2.5 Allowable Title Conditions

FHLBI will allow atitle thatis subjectto any of the following conditions:

1. Anylienestablished by publicbond, assessment ortax, when noinstallment, call or payment of
or undersuch bond, assessmentortaxisdelinquent.

2. Anymunicipal and zoning ordinances and exceptions to title waived by the regulations of federal
mortgage insurers and guarantors with respect to one to fourfamily residencesin effecton the
date on whichthe mortgage was closed and all documents were executed.

3. Anyotherimpediments which will not have a materially adverse effect on eitherthe
transferability of the Property orthe sale thereof to a bonafide purchaser.

12.2.2.6 Good and Merchantable Title Restrictions

A Good and merchantable title will not existif either of these conditions apply:

1. Thereisany lienpursuanttothe Comprehensive Environmental Response, Compensation, and
Liability Act, orsimilarfederal or state law, as in effect from time to time, providing forliensin
connection with the removal and clean-up of environmental conditions, or if notice has been
given of commencement of proceedings which could resultinsuch a lien.

2. Thereare limitations oningress and egress to the property oron use of utilities. Any actionor
proceeding afteraforeclosure sale relating to establishing a deficiency judgment will not be
consideredin determining whetherthe insured has acquired good and merchantable title.
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12.2.2.7 Condominiums and PUD Projects

The mortgage Title Insurance policy covering each unitinacondominium or PUD project must meetthe

following requirements:

1. Legal Description:
Must include all components of the unit estate including:

d.

b
c.
d

The name of the project.

The unititself.

The undividedinterestin the common elements (for condominium units).

The non-exclusive easement to use the common areas and facilities (fora PUD or other
kind of project unit that has separately owned common elements or facilities).

Any significant limited common elements or exclusive easements over the common
areas.

If the unitowners ownthe common areas of the projectas tenantsin common that ownership mustbe
reflectedinthe policy. The policy may describe limited common elements or exclusive easements

specifically or by reference to the constituent documents.

Ifthe HOA owns the common elements, areas, orfacilities of aproject separately (orholdsthemina
leasehold estate), insurance on those areasis required toinsure that ownership. The title mustbe free

and clear of any objectionableliens and encumbrances, including any Statutory or Mechanics’ Liens for
labor or materials related toimprovements on the common areas that began before the title policy was

issued.

2. Title Insurance Policy Coverage:

Must include coverage that provides protection by:

Insuring that the mortgage is superiorto any lien forunpaid common expense
assessments. Injurisdictions that give these assessments alimited priority overaFirstor
Second Mortgage Lien, the policy must provide assurance that those assessments have
been paid through the Effective Date of the policy.

Insuring againstany impairment orloss of title of FHLBI’s First Lien caused by any past,
present, orfuture violations of any covenants, conditions, or restrictions of the master
deedforthe project. The title insurance policy mustspecifically insure againstany loss
that results from a violation that existed as of the date of the policy.

Insuring thatthe unit does not encroach on another unitor on any of the common
elements, areas orfacilities. The policy mustalsoinsure thatthere is noencroachment
on the unit by anotherunitor by any of the common elements, areas orfacilities.
Insuring that the mortgage is secured by a unitin a condominium project that has been
createdin compliance with the applicable enabling statutes.
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e. Insuringthatreal estate taxes are assessable and lienable only against the individual
condominiumunitandits undivided interestin the common elements, ratherthan
againstthe projectas a whole.

f. Insuringthatthe ownerof a PUD is a memberof the HOA and that the membershipis
transferable if the unitissold.

Note: Special endorsements are required for condominium and PUDs. For condominiums, an ALTA4
Endorsementoritsequivalentisrequired. ForPUD’s,an ALTA5 Endorsementorits equivalentis
required.

These endorsements must be attached to each policy or incorporated in the text of the policy.

12.2.2.8 Request for Additional Title Waivers

For title exceptions, which are not specifically permitted above, the Seller must request atitle waiver
from FHLBI before the mortgage loan closes.

The request should be accompanied by the following:
o Astatementfromthe private mortgage insurer, if any, which indicates the exception will not
adversely affect the private mortgage insurance coverage.
e Astatementfromthe appraiser, whichindicates that the exception will not adversely affect the
marketabilityor use of the property and agreestoindemnify FHLBI if aloss should later be
incurred due to the exception(s).

12.2.3 Improvement Survey Requirements

An Improvement Survey must be obtained and keptinthe Servicer’s files unless the mortgage loanis
covered by a mastertitle insurance policy, which insures against loss due to survey-related matters. In
areas where surveys are not customary, the title insurance policy mustinsure againstloss ordamage by
any violation, variation, encroachment, oradverse circumstance that would have been disclosed by an
accurate survey.

1. The survey must show each of the following:

a. Thelocation by coursesand distances of the plotto be covered by the mortgage, the
relation of the point of the beginning of the plot to the monument fromwhichitis fixed,
all easements affecting the plot, any established buildingline, the line of the streetor
streets abutting the plot, and the width of such streets;

b. Anyencroachmentsuponthe plotor any easementappurtenanttothe plot, and their
extentmeasuredinterms of feetandinches; and

c. Allstructuresandimprovementsonthe plot, including the horizontal lengths of all sides
and the relation of the structures and improvements by distance to all boundary lines of
the plot, easements, established building lines, and street lines.

Ifthe plotis described as beingona field map, the survey must contain a legend relating
the plotto the map on whichitappears. The survey must prove the improvementslie
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entirely within the boundaries of the plotand no part of the improvements encroach
upon or overhangany easementorright of way upon otherplots. The survey mustalso
prove the improvements are wholly within the established building restriction lines and
no adjoining structure encroaches upon the plotorupon any dominanteasement
affecting the plot.
2. Variations:
Variances between the length of the property lines as shown on the appraisal reportand on the
survey are acceptable provided that:

a. Thevariance does not interfere with the current use of, orany improvementon, the
mortgaged property; and

b. Thevariancein the length of the front property line and rear property line is not
deficient by more than 2% or 5%, respectively.

The appraiser must provide a statementregarding any othervariations and explain how they
affectthe value of the property. If private mortgage insurance isrequired, the Seller must obtain
a statement fromthe private mortgage insurer stating the variations will not affect the
property’sinsurability.

12.2.3.1 Survey Expiration Restrictions

The survey must be performed, dated, and certified by alicensed civil engineer orregistered surveyor
withinsix (6) months of the date the title insurance policy wasissued.

If a surveyis dated more than six (6) months priorto the date of the title insurance policy, it mustbe re-
certified by the licensed civilengineerorregistered surveyor who originally performed the survey within
the six (6) months priorto the purchase of the mortgage loan by FHLBI.

12.2.4 Flood Insurance

A flood zone determination must be made foreach property securing a mortgage sold to FHLBI. A flood
zone determination must be documented by acompleted FEMA Form 81-93 Standard Flood Hazard
Determination Form (SFHDF) in accordance with federal law.

The SFHDF may be usedina printed, computerized, orelectronicmannerand must be retained for the
life of the mortgage in eitherhard copy or electronicformat. The date in the Date of Determinationfield
on the SFHDF must be a date that is no more than 120 days before the Note Date of the mortgage or, if
applicable, the refinance Mortgage.

Floodinsurance isrequired forany property locatedin aspecial flood hazard areathat has federally
mandated flood insurance purchase requirements.

Mortgage Purchase Program Guide as of 08-01-2016
FHLBI Page 134 of 168



FHLBI will rely onthe Seller's representations and warranties that, as of the date a mortgage loan has
been purchased, flood insurance has been obtained and the premiums for such insurance have been
paid.

12.2.4.1 Additional SFHDF Requirements

1. Special Flood Hazard Area (SFHA):
If the SFHDF identifies the insurable improvements on the Mortgaged Premises aslocatedinan
area that has beenidentified as a SFHA designated as Zone Aor V on a flood map; forexample
on a Flood Hazard Boundary Map or Flood Insurance Rate Map of FEMA, the Seller/Servicer must
ensure that Flood Insurance is obtained and maintained on suchimprovements for the term of
the mortgage.

The Flood Insurance policy may be issued by any qualified insurer and the terms and conditions
of the flood insurance coverage must be atleast equivalent to the termsand conditions of
coverage provided underthe standard policy of the National Flood Insurance Program (NFIP) for
the type of improvementsinsured.

2. FloodInsurance Waivers:
The Seller/Servicer may waive the Flood Insurance requirement if one of the following conditions
are met:

a. Theborrowerand the Seller/Servicer have obtained, followingajointrequestto FEMA as
provided underfederal law, a Letter of Determination Review (LODR) concluding that the
insurable improvements are notin the SFHA.

b. Theborrowerhas provided the Seller/Servicer with a Letter of Map Amendment (LOMA)
from FEMA excludingthe insurableimprovements orthe entire property fromthe SFHA.

c. Theborrowerhas providedthe Seller/Servicer with a Letter of Map Revision (LOMR)
from FEMA removingthe community’s SFHA designation.

The borrower must maintain Flood Insurance on the insurableimprovements until FEMA issues a
LOMA, LOMR or LODR. Upon issuance of a LOMA, LOMR or LODR, the borrower may request from
FEMA a refund of paid Flood Insurance premiums through the insurance agent servicing the flood
insurance policy. A copy of the LOMA, LOMR or LODR, as applicable, must be maintainedin the
mortgage file.

Ifthe insurable improvements onthe Mortgaged Premises are located in an SFHA but the community
does not participate in the National Flood Insurance Program (NFIP), therefore considered a non-
participating community, the mortgage is noteligible forsale to FHLBI.

If the insurable improvements on the Mortgaged Premises are located in an area that has not been
mapped by FEMA and the Seller/Serviceris not aware of any flood risks to which the improvements
are exposed, the mortgage is eligible for sale to FHLBI without the benefit of Flood Insurance. If the
area has notbeen mapped by FEMA but the Seller/Serviceris aware that the insurable improvements
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are exposed to flood risks, the Mortgage is not eligible for sale to FHLBI without Flood Insurance on
the improvements.
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3. Required Documentation:
Floodinsurance should generally be in the form of the standard policy issued by members of the
National Flood Insurance Administration (NFIA). And an insurer whose coverage is guaranteed by
the NFIP undera Standard Flood Insurance Policy ISSUED PURSUANTTO THE National Flood
Insurance Act of 1968, as amended. If Flood Insurance isrequired, the mortgage loan must close
with one of the following:

a. A complete Flood Insurance policy containing astandard mortgagee clause.

b. A complete applicationtothe National Flood Insurance Program Agency (NFIP) with
evidence thatthe firstyear premiumonthe policy has been paid and an elevation
certificate if the property was constructed afterthe date of the FIRM.

A new elevation certificate may be obtained from a private engineer, architect, land
surveyor, ora local community permit official who obtains the information by
transcribing data from the building permitrecords provided that the data has been
certified.

To help minimizethe expense of obtaining an elevation certificate, FHLBI will acceptthe
following alternative documentation:

i.  Acopyof the property Seller’s elevation certificate.
ii.  Acopyofthe propertySeller’s Flood Insurance Declaration page, provided the
elevationinformationis onthe declaration page.
iii.  Withrespectto new construction, elevationinformation may be obtained from
the city engineerorthe developer’s site planning engineer.

c. A completedapplication tothe NFIP with evidence that the firstyear premium on the
policy has been paid, and a completed flood Insurance certification form, informand
substance acceptable to FHLBI, if the property was constructed before the FIRM date.

To determine whethera property was constructed before orafterthe FIRM date, consult
the community status book published by NFIP, or call NFIP directly at (800) 638-6620 or
(800) 492-6605 specificallyfor Maryland residences).

To use the community status book, locate the city/county in which the property s
located and read across to the Date of Entry into the Emergency or Regular Program to
determine the FIRMdate.
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4. Amount of Coverage:
If the community where the Mortgaged Premises are located participatesinthe Emergency
Program of the NFIP, the Flood Insurance coverage onthe insurable improvements must at least
equal the lowest of the following:
e The UPB of the mortgage.
e The maximum amount of coverage currently sold underthe Emergency Program of the
NFIP forthe type of improvementsinsured.

e Thereplacementcostof the insurable improvements.

5. Deductible Amounts:
The deductible may not exceed the maximum deductible amount currently allowed underthe
NFIP forthe type of improvementsinsured.

6. Condominiumsand PUDs:
Floodinsurance requirements for1to 4 unit properties apply to similarresidential propertiesin a
Detached Condominium Project. If the Condominium Unit securing a mortgage sold to or
serviced for FHLBIis ina buildingina Condominium Project otherthan a Detached Condominium
Projectand all or part of the buildingisinan SFHA, the following flood insurance coverage, as
applicable, isrequired:

a. Condominium Owners Association Coverage

The Condominium Owners Association must maintain building coverage on the building
for the lowerof:

e thebuilding'sreplacement costor

e $250,000 multiplied by the number of residential unitsin the building.

The Condominium Owners Association must maintain contents coverage on the building
for the lowerof:

e theactual cash value of the contentsinthe buildingthat are ownedin common
by the association members or

e the maximum amount of contents coverage sold by the NFIP fora condominium
building.

The deductible of the Condominium Owners Association's coverage may not exceed the
maximum deductible amount currently allowed underthe NFIP for condominium
association building coverage. The deductibleforassociation building contents may not
exceed the maximum deductibleamount currently allowed underthe NFIP for
association building contents.
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b. UnitOwner's Coverage

To the extentthe Condominium Owners Association's building coverage does not meet
the requirements above, the Borrower must maintain supplemental coverage on the unit
inan amount at least equal to the difference between the condominium associations'
building coverage allocated to that unitand the amountrequiredonal to 4 unit
property and with a deductible not exceeding the maximum deductible allowed fora1 to
4 unit property.

If the Condominium Owners Associations building coverage is not atleast equal to the
lower of 80% of the building's replacement cost or $250,000 multiplied by the number of
unitsinthe building, the mortgage is noteligible forsale to FHLBI.

7. Mortgagee Clause:
The mortgagee clause mustread as follows:

The Seller’'s name mustappearin the mortgagee clause of the flood insurance
policy followed by the phrase "its successors and/orassigns."

FHLBI should notappear as mortgagee unless the policy coverage would be impaired as aresult.

8. Federal Disaster Area:
FHLBI will purchase mortgage loans secured by properties located in afederal disasterarea,
providedthe Seller submits the following documentation to FHLBI:

a. Written certification of the Seller that the value of the mortgaged property has notbeen
affected by any damage arising out of the disaster.

b. Writtenre-certification from the original appraiser stating that the value of the
mortgaged property has not been affected by any damage arising out of the disaster.

c. Afterrepairs have been made to the mortgaged property, awritten re-certification from
the original appraiserstating thatthe mortgaged property has been restored toits
original appraised value.

FHLBI will not purchase the mortgage loan until any damages arising out of the disasterare
repaired.

The Sellershould contact the appropriate regional FEMA offices to determine whether properties
locatedinits origination regions are included in the disaster areas.
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12.2.5 Hazard Insurance
1. General Requirements:
At Closing, the borrower must provide the Seller with a hazard insurance policy which meets the
requirements stated below and evidence that the firstyear premium has been paid. FHLBI will
rely on the Seller'srepresentations and warranties that, as of the date a mortgage loan has been
purchased, hazardinsurance has been obtained, and the premium for such insurance is paid.

The borrower has the rightto select the insurance carrier provided the carrier has at least one of
the followingratings at the time the mortgage loan was closed:

e A Bor betterFinancial Strength Rating from A.M. Best’s Insurance Reports.

e AnAorbetterratingin Demotech Inc.’s Hazard Insurance Financial Stability Ratings.

e A BBB or betterInsurerFinancial Strength Ratingin Standard and Poor’s Ratings Direct
Insurance Service.

2. Priorto Closing:
Seller mustverify thatthe hazard insurance rating requirements have been met. The following
alternative hazard insurance coverages are also acceptable:

a. Intheeventthattheissuerofthe hazard insurance policy does not meetthe above
describedrating requirements, the hazard insurance policy may, nevertheless, be
acceptableiftheinsurerisreinsured by acompany that meets eitherone of the A. M.
Best general policy-holder ratings or Standard and Poor’s Ratings Group claim-paying
ability ratings described above.

Both insurance companies must, however, execute an assumption of liability agreement,
inform and substance acceptable to FHLBI that provides for 100% reinsurance of the
primaryinsurer’s 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.

b. Coverage from Lloyd’s of Londonor, if no other coverage is available, coverage undera
fairaccess to insurance requirements (FAIR) plan or other state-managed insurance
pools.

c. Theinsurance carrierand, if applicable, the reinsuringinsurer must be authorized (or
licensed, if required) to transact businessin the state in which the mortgaged property s
located.
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3. Mortgagee Clause:
The mortgagee clause mustread as follows:

[Seller'sname] its successors orassigns.
FHLBI should notappearas mortgagee unlessthe policy coverage would be impaired as aresult.

4. One to Four Family Residences:
a. Typeof Coverage

i.  Onetofourfamilyresidences (includingthose secured by PUD units) must be
covered forloss or damage fromfire and other hazards covered by a standard
extended coverage endorsement.
Note: FHLBI will notaccept hazardinsurance policies thatlimit orexclude from
coverage (inwhole orin part) windstorm, hurricane, hail damage, orany other
perilsthatare normallyincluded underan extended coverage endorsement
unlesssuch risks are covered by a separate policy orendorsementfrom another
insurerthat provides adequate coverageforthe limited orexcludedrisk.

ii.  Thecoverage shouldbe of the type that providesforclaimstobe settledona
currentreplacement cost basis. FHLBI does not require separate appraisal
valuations forland and improvements to support the use of replacement cost
coverage.

iii.  Individualinsurance policies are required on PUD units unlessthe PUD unitis
covered underthe project’s blanket policy and the PUD project’s constituent
documents allow the individual PUD units to be included inthe project’s blanket
policy. Inaddition, the homeowners association must maintain a policy that
coversthe common areas, fixtures, equipment, personal property and supplies
of the project.

iv.  Anindividual hazard insurance policy is not required foracondominium unit.
The Seller must, however, verify that coverage isinforce forthe entire project
before the mortgage loanis delivered to FHLBI.

b. Amountof Coverage
For one to fourfamily residences and individual PUD units, the amount of hazard
insurance coverage mustat leastequal the lesser of:

i.  100% of the insurable value of the improvements, as determined by the property
insurer.
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ii.  The UPB ofthe mortgage loan, provided thatit equals the minimum amount
(80% of the insurable value of the improvements) required to compensate for
damage or loss on a replacement cost basis. If the policyis writtenforlessthan
the mortgage loan amount purchased by FHLBI, it should contain a replacement
cost guarantee endorsement.

c. Deductible Amounts
Unless a higher maximum amountis required by state law, the maximum deductible may
not exceed 5% of the limit maintained for dwelling coverage. The deductible clause may
applyto eitherfire, water (not caused by flooding), or wind damage.

When a policy provides foraseparate wind-loss deductible (eitherin the policyitself or
ina separate endorsement), that deductible may be the higher of $2,000 or 2% of the
policy face amount (or2% of a PUD unit’s replacement cost, if the unitis covered undera
blanketinsurance policy).

d. Additional Coverage
Each of the following additional coverages are required:

e Earthquake coverageisrequiredforall mortgaged propertieslocatedin Puerto
Rico.

e Rentloss Insurance must be maintained by the borrower with respectto any 2
to 4 family investment property,one unit of which is not occupied by the
borrower.

Hazard insurance policies, which include optional coverage thatis notrequired by FHLBI,
are acceptable provided that FHLBI is not obligated to renew any part of the coverage
not required hereunder.

5. Condominiumand PUD Projects
a. Typeof Coverage
i.  Condominiumand PUD projects must be covered by an insurance policy which
protects againstfire, all other hazards that are normally covered by the standard
extended coverage endorsement, and all other perils customarily insured against
by similartypes of projects, including those covered by the standard all risk
endorsement.

If the policy does notinclude an all risk endorsement, FHLBI will accepta policy
that includesthe broad form covered causes of loss.
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ii.  The HOA must maintainthe hazard insurance policies described in this section
(Section 12.2.5). Premiums with respectto such policies should be considered a
common expense of the project.

iii.  Policies coveringthe common elementsforaPUD project must coverall of the
common elements exceptforthose that are normally excluded from coverage,
such as land, foundation, excavations, etc. Fixturesand buildingservice
equipmentthat are considered part of the common elements, as well as
common personal property and supplies, should be covered. If the project’s
legal documents allow for blanketinsurance policies to coverboth the individual
unitsand common elements, FHLBI will accept such policiesin satisfaction of the
insurance requirements forthe units.

iv.  The master or blanket policy coveringthe common elements of acondominium
project must cover all of the general and limited common elements thatare
normallyincludedin coverage such as fixtures, building service equipment, and
common personal property and supplies belonging tothe HOA. The policy must
also coverfixtures, equipment, and other personal property inside individual
unitsiftheyare to be financed, whether or notthe property is part of the
common elements.

v. Theinsurance requirementssetforthinthissection (Section 12.2.5) apply to any
condominium unit mortgage with a Note dated on or afterJuly 1, 1995, if the
condominiumunitisinacondominium project, and part of whichislocatedin
one or more California High-Risk Zip Codes.

In addition, the earthquakeinsurance requirements of this section (Section
12.2.5) may applytoa condominium unit mortgage with a Note dated on or after
July 1, 1995, if the condominium unitisinacondominium project, any part of
whichislocatedin one or more California Moderate-Risk Zip Codes.

A condominium projectin amoderate-risk zip code must have earthquake
insurance coverage if required by applying an earthquake insurance
requirements matrix prepared by Risk Management Solutions (RMS).

Characteristics of this matrix include:
e Year built

e Construction Class (wood, concrete, steel, reinforced masonry, or
unreinforced masonry)

e Numberofstories
o Type of parking (tuck-under or multilevelabove-grade)
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Current or future zip code classifications may be subject to change from time to time
due to one or both of the following:

e Actionbythe United State Postal Service that modifies, add, ordeletes zip
codes.
e Changesthat may result from natural or man-made conditions.

vi.  Earthquakeinsuranceisrequiredforall buildingsin Puerto Rico. The amount of
required coverage and the deductible limitations are the same forthese policies
as they are forpoliciesforfire and extended coverage.

b. Amountof Coverage
i.  Hazard insurance coverage for PUD and condominium projects must be atleast
100% of the insurable replacement cost of the projectimprovements, including
the individual unitsinacondominiumor PUD project.
A hazard insurance policy thatincludes either of the following endorsements will
assure full replacement cost coverage:
e A guaranteedreplacement costendorsement which provides thatthe insurer
agreesto replace the insurable property regardless of the cost; or
e Areplacement costendorsement which provides thatthe insureragreesto
pay up to 100% of the property’sinsurable replacement cost, but no more.
ii.  Ifthe policyincludesacoinsurance clause, an agreed amountendorsement
waivingthe coinsurance clause isrequired.

c. Deductible Amounts
Unless a higher maximum amountis required by state law, the maximum deductible for
policies coveringthe common elementsinaPUD or condominium projectisthe lesser of
$10,000 or 1% of the policy face amount.

The maximum deductible amount forindividual units that are covered underthe blanket
policy forthe project should be the higherof $1,000 or 1% of the replacement cost of the
unit.

d. Special Endorsements
All of the following endorsements are required for PUD and condominium projects:

i An Inflation Guard Endorsement, if available.

ii.  Construction Code endorsementif there is aconstruction code provision that
would require changesto undamaged portions of the subject projects’
building(s) even when only a part of a buildingis destroyed by aninsured hazard.
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iii.  SteamBoilerand Machinery Coverage endorsement if the project has central
heating orcooling. The minimum coverage peraccident mustbe at leastequal
to the lesserof $2 million orthe insurable value of the building(s) containing the
boileror machinery. Separate stand-alone boilerand machinery coverage may
be purchasedinlieu of obtainingthis endorsement.

e. Additional Condominium Project Requirements
In addition, policies covering acondominium project should provide thatall of the
following conditions are met:

i Insurance Trust Agreements are recognized
ii.  Theright of subrogation against unitownersiswaived.
iii.  Theinsurance will notbe prejudiced by any acts or omissions of individual unit
ownersthatare not underthe control of the HOA.
iv.  Thepolicyisprimary, evenifa unitownerhas otherinsurance that covers the
same loss.

These provisions are usually covered by a Special Condominium Endorsement.
e Namelnsured:

Insurance policiesfor PUD and condominium projects must show the HOA as the name
insured and must contain the applicable mortgagee clause.

12.3 Evidence of Coverage
1. The Servicer must maintain evidence of the required insurance and a copy of the Improvement
Survey as specifiedin Sections 12.2.1 through Section 12.2.5 of this Guide by retainingall of the
following:
e Theoriginal policies orthe information relating to the insurance policies.
e Thesurveyor mastertitle insurance policy (in accordance with Section 12.2.3),ina
mediumthatis accessible to FHLBI.

2. Ifthe Servicerdoes notretain the original policies as evidence of insurance, it must carry
Mortgage Impairment or Mortgage Interest Insurance.

3. Inadditiontoall otherremedies of FHLBI, the Servicer willindemnify FHLBI forany loss FHLBI
sustains due to the Servicer’s failure to verify thatthe required insuranceisinforce on the

mortgages.

The Servicer’s obligation will not be limited to the amount of coverage in force undera mortgage
impairment or mortgagee interest policy.

Mortgage Purchase Program Guide as of 08-01-2016
FHLBI Page 145 of 168



13.

Audit

13.1

13.2

Audit Records

The Sellerand Serviceragree thatat any reasonable time, during normal business hours, as
requested by FHLBI, FHLBI or its designated agents may examine and audit the mortgages held by the
SellerorServicer.

Thisincludes all books, records, orinformation of the Seller or Servicerorrelatingtoa Seller’s or
Servicer's mortgages orits participationin MPP, or bearing on the Seller’s or Servicer’s compliance
with the requirements of MPP, its management orits financial structure, including but not limited to,
all mortgage documents, mortgage servicing records, mortgage records and banking records for
funds directly orindirectly related to the mortgages.

The Sellerand Serviceragree that FHLBI shall have the right to perform such audits on any of the

Seller’s orServicer’s servicing subcontractors, agents, or otherrepresentatives of the Selleror
Servicer.

As a service to FHLBI, various contractors conduct financial and administrative reviews of the Seller
or Servicerto assure compliance with FHLBI requirements. The SellerorServicer must afford all
contractors and theirstaff full cooperationintheirconduct of these reviews.

Access to Audits

For the purpose of audit, examination, monitoring, and evaluation of aSeller’s or Servicer’s
compliance with MPP, each Seller or Servicer must make available forinspection by FHLBI or its
agents, uponrequest; Custody Files, mortgage documents, and otherinformation pertinenttoits
operationsunder MPP.

Each SellerorServicer must ensure thatany party holding Custody Files or mortgage documents,
includingaservicing subcontractor, Document Custodian, Funds Custodian, or other person, has
executed awritten agreement with the Seller orServicerto permit FHLBI access to documents as
provided above.
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14. Paymentsto FHLBI

14.1 Scheduled/Scheduled

1411
1.

14.1.2

Method and Timing

The Serviceris obligated to make timely monthly payments of scheduled P&I on the mortgages
to FHLBI without regard to whetherthe Serviceris able torecover, from liquidation proceeds,
insurance proceeds orlate payments, amounts paid to FHLBI.

For conventional mortgage MCCs, FHLBI will debit Seller’'s CMS Account or accept wired funds by
the applicable Servicerby 1:00 p.m. Eastern (EST) time on the 18th calendar day of the monthif
the 18th isa business day.

If the 18th calendardayis not a business day, the transfer must be completed by 1:00 p.m.
Eastern (EST) time on the first business day following the 18th calendar day of the month. FHLBI
shall debitthe amountsetforthina notice of withdrawal from the Master Servicer.

For FHA MCCs, FHLBI will debit Seller's CMS Account or accept wired funds by the applicable
Servicerby 1:00 p.m. Eastern (EST) time onthe 15th calendar day of the monthif the 15th is a
business day.

If the 15th calendardayis not a business day, the transfer must be completed by 1:00 p.m.
Eastern (EST) time on the first business day following the 15th calendar day of the month. FHLBI
shall debitthe amountsetforthina notice of withdrawal fromthe Master Servicer.

Computation of Payments
The Servicer’'s monthly payment to FHLBI will consist of three elements: scheduled interest,
scheduled principal, and unscheduled principal, computed as described below.

a. Scheduled Interest
Interest due to FHLBI each calendar month undereach mortgage is computed as one-
twelfth of the Pass-Through Rate payable on the mortgage, multiplied by the beginning
scheduled balance of the mortgage on the cut-off date priorto the calendarmonthin
which the interest paymentonthe mortgage is due.

b. Scheduled Principal
The scheduled principal payment due each calendar month to FHLBI undereach
mortgage is the scheduled amount of principal due on the mortgage on the first day of
the calendar monthin which the principal payment on the mortgage is due.

¢. Unscheduled Principal
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In additionto the regular monthly scheduled principal payments, each monthly payment
to FHLBI mustinclude all unscheduled recoveries of principal received by the Servicer, or
due through the cut-off date priorto the calendar monthin which the nextregular
scheduled monthly payment on the mortgage is due.

i.  Unscheduled principal payments are proceeds received in connection with, or
that become due on, the mortgage or the property otherthan scheduled P&l

payments and miscellaneous collections.
ii. Unscheduled principal includes, butis not limited to:

a)

g)
h)

Prepayments (excluding scheduled payments made in advance of their
due dates, which the funds custodianis to hold in the P&I Custodial
Accountand pay to FHLBI in connection with the appropriate mortgage
paymentdate).

PMI, SMI, or title insurance settlement proceeds.

Hazard insurance proceeds, to the extent not used to repairthe
collateral.

Proceeds from foreclosure sales orrepossession sales and any payments
receivedinlieu of foreclosure orrepossession of the collateral.

Any principal amount of a mortgage finally discharged by a bankruptcy
court.

Proceeds fromany disposal ortransfer of a mortgage, exceptfor
authorized pledges of servicing.

Payments fromthe Servicer’s own funds, as required.

All other payments or proceeds that reflect the recovery of principalona
mortgage. The entire amount of any such payments, whetheror not
actually received by the Servicer, is considered an unscheduled recovery
of principal.

The Servicer must pay the entire amount of all unscheduled recoveries of principal ona
mortgage to FHLBI until such time as FHLBI has been paidin full allamounts due orthat may

become due on a mortgage.
The Servicer may not deduct from any such unscheduled recoveries, advances made to make
payments due FHLBI underthe mortgage. Advances may be reimbursed as permitted by Section

15.3 of this Guide.

If a third party deducts any amounts from an unscheduled recovery of principal, the Servicer

must pay an amount equal to such amounts to FHLBI.

Once FHLBI has been paidinfull, allamounts due orthat may become due on a mortgage, to the
extentthatthe Servicer has made any advances on behalf of the mortgagor; they may exercise
the rights of FHLBI to recover such amounts from such mortgagor.
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14.1.3 Early Receipt of Scheduled Payments

Scheduled payments collected on each mortgage in advance of the dates they are due are to be retained
by the Funds Custodianinthe P&l Custodial Account for paymentto FHLBI during the calendar monthin
which such payments are required to be passed through to FHLBI.

In case of a full payoff, the Servicer will remit the full scheduled interest due for the current month,
regardless of the date the payoff was received during that month.

14.1.4 Escrow and Miscellaneous Collections
The following escrow and miscellaneous collections are not recoveries of principal:

Mortgage Insurance Premiums
Tax payments

Hazard insurance payments
Special chargesrelated toservicing
Late charges

Ground rents

Special assessments

Water rents

L X N O VA WDNE

Attorney’s fees
. Anyfundsto repay the Servicer’s expenditures under the terms of the mortgage to complete
construction, pay forsecurity services, or prevent waste.

=
o

14.2 Actual/Actual

14.2.1 Method and Timing

1. TheServicerisobligatedtoremitto FHLBI the actual principal and actual interest (net of
servicing fees) collected from borrowers.

2. FHLBI will debitthe Seller/Servicer’s actual/actual P&I Custodial Account maintained at FHLBI on
the 18th calendarday of the monthif the 18th isa business day. If the 18th calendardayisnota
business day, the debitis posted on the first business day following the 18th calendar day of the
month. FHLBI shall debitthe amountsetforthina notice of withdrawal from the Master
Servicer.
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14.2.2 Computation of Payments
1. TheServicer's monthly paymentwill consist of two elements: actual interest and actual
principal, as described below:
a. Actual Interest
Interest due FHLBI each calendar month will equal the interest collected and applied to
each mortgage duringthe priorcalendar month. The amount of interestshall be net of
servicingfee to be retained by the Servicer.

b. Actual Principal
Principal due FHLBI each calendar month will equal the principal collected and applied to
each mortgage duringthe priorcalendar month. Thiswillinclude prepaymentsand
liguidation proceeds applied tothe loan.

14.3 FHA Delinquency and Losses

If at any time, the property securing an FHA mortgage is transferred to the Servicer by the mortgagor orin
connection with foreclosure proceedings or otherwise and a UPB exists with respect to such mortgage, the
Servicershall advance FHLBI fromits own funds on the 15th day of the calendar month following either such
event (orthe first business day following such 15th day) an amount equal to the UPB of such mortgage and
all otheramounts remaining due and unpaid undersuch mortgage.

Such paymentis deemed an advance to or on behalf of the mortgagor or undersuch FHA mortgage. In such
event, the Seller or Servicer may exercise the rights of FHLBI against such mortgagor or against the FHA
underthe FHA Insurance.

FHA Seller/Servicers may, at theiroption and without FHLBI’s priorapproval, repurchase any FHA loan for an
amountequal to 100 percent of the loan’s remaining balance, less the principal payments advanced, when at
least one missed payment remains uncured forfour (4) consecutive months.

14.4 Advances to Pay Taxes and Insurance

1. Ifthe mortgagordoesnot make full and timely payment of amounts required to make payments of
taxesandinsurance premiums, the Servicer must advance its own funds to make the payments when
due, eithertothe Escrow Custodial Account ordirectly to the taxing authority orinsurance company.

2. Ifthe Servicer makes such payment from the Escrow Custodial Account, it must depositfromits own
fundsintothe Escrow Custodial Accountan amount equal to such payment within one business day
after payment of such taxes orinsurance premiums is made from such Escrow Custodial Account.

3. Taxandinsurance funds on depositforamortgagor cannotbe used for any purpose otherthanthe
payment of such mortgagor’s taxes and insurance.
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14.5

14.6
If FHLBI

Other Expenses

Whendue, the Servicer mustadvance fromits own funds any legal fees or litigation expenses
incurredin connection with the enforcement of any mortgage.

When due, the Servicer must advance fromits ownfunds any otherloss or expenseincurredin
connection with amortgage if this Guide or FHLBI Guidelines do not specifically provide for
reimbursement.

In the event of any such advance made with respectto an FHA mortgage, at such time as FHLBI is
paidin full, allamounts that are due or may become due underamortgage;the Sellerorthe Servicer
may exercise the rights of FHLBI against the mortgagoror the FHA underthe FHA Insurance.

In the event of any such advance made in respect of any conventional mortgage, the Seller or
Servicershall be entitled to reimbursement of such advance forreasonable and customary expenses
as approved in by Section 15.3 of this Guide.

LRA and SMI Advances
has advanced funds on behalf of the LRA, FHLBI will reduce any LRA distribution by the amount of

such LRA advances made on behalf of the Sellerandstill outstanding at the time of the calculation for LRA
distribution.

If the SMI has advanced funds for default claim settlements, the SMI shall be reimbursed for such advances,

tothee

14.7

xtentthat LRA funds are available, before LRA funds will be released to the Seller.

Early Payoffs/Prepayments

FHLBI will recapture premium and LRA on loans paid off within 120 days (calculated by date of borrower’s

payofftoservicer) of settlement.
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15. Advance Agreements and Reimbursementof Advances

15.1 Ledger
The Servicer must maintain aledgerthat details all of the following:
1. Thenetunrecovered Serviceradvancestothe P&I Custodial Account.
2. Theexcessfundsusedinlieuof Serviceradvance of itsown funds.
3. The netamountof excess funds outstanding during each month, i.e., the amount that has not been
recovered eitherthroughthe Servicer’s own funds or from payments by mortgagors.

15.2 Funds in Escrow
Fundsinan Escrow Custodial Account cannot constitute excess funds, because escrow funds collected in

connection with amortgage may be used only forthe benefit of the mortgagor that made the payment.

15.2.1 Deficit Escrow Balance
The Servicer must advance its own funds to cover payments due on a mortgage with a deficit escrow

balance.

Important: The Servicer mustreplace, inthe P&I Custodial Account, excess funds used to make advances
duringa given calendar monthin time to pay FHLBI the amounts due FHLBI in the following calendar
month and before the Servicer recovers advances made fromits own funds.

The Servicerisliable to FHLBI at all times for the restitution of any excess funds withdrawn to cover
advances.

15.3 Reimbursement of Advances

With respectto conventional mortgages, the Serviceris entitled to reimburse itself forany advance made in
accordance with this Guide from any amounts received as Servicerfromthe related mortgagorin respect of
the required payment orexpenseforwhich the advance was made; proceeds from liquidation of the
mortgage through foreclosure or otherwise; and proceeds from claims made on behalf of FHLBI underany
PMl policy and any SMI policy, if applicable.

To the extent notreimbursed, FHLBI will reimburse the Servicerforadvances made in accordance with the
Guide. Withrespectto an FHA mortgage, the Serviceris entitled to reimburse itself forany advances made
by itin accordance with this Guide through exercising the rights of FHLBI against the related mortgagorand
the proceeds of any insurance claim againstthe FHA in respect of such FHA mortgage.
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16. ServicingDelinquentand/or Defaulted Mortgages

16.1 Mortgages in Default

Aloanisdeemedtobein Default by a borrowerwhen one of the following occurs:

1. Failuretopay whendue one (1) or more monthly regular periodic payments due under the terms of
aloan.

2. Failure topay all amounts due on acceleration of the loan by the Servicer after breach by the
Borrower of a due-on-sale provisioninthe Loan, granting the Servicer the right to accelerate the loan
upontransferof title to, or an interestin, the Property and to institute Appropriate Proceedings.

Note: Violation by the borrower of any otherterm or condition of the loan which is a basis for Appropriate
Proceedings shall not be considered to be a Default.

Aloanisdeemedto be in Default for that month as of the close of business on the Installment Due Date for
which a scheduled monthly payment has not been made or as of the close of business onthe Due Date
statedin the notice of acceleration given pursuant to the due-on-sale provisionin the loan.

The loan is considered to remain in Default until filing of aclaim so long as such periodicpayment has not
been made or such basis for Appropriate Proceedings remains.

For example, aloanisthree (3) months in Defaultif the monthlyinstallments due onJanuary 1 through
March 1 remain unpaid as of the close of business on March 31, or if a basis for accelerationand Appropriate
Proceedings exists fora continuous period of three (3) months.

16.2 Servicer Responsibilities

1. TheServicermustservice delinquentand defaulted mortgagesinaccordance with GSE guidelines.
Whereverthis Guide and GSE guidelines may be in conflict, this MPP Guide shall supersede the GSE
guidelines.

2. TheServicer must employ staff thatis experienced and skilled in financial counselingand mortgage
collectiontechniques. The Servicer's staff must assista mortgagor in bringing a mortgage current,
while protecting the mortgagor's equity and credit rating and protecting FHLBI’s interests.

3. Servicer'sfailure toservice adelinquentloan timely may resultin curtailments upon claim
settlement. Severe failures to prudently service adelinquentloan as well as other servicing practices
that are not compliant with FHLBI servicing guidelines may resultin repurchase of the loan.
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16.3 Delinquency Rates

The Servicer's continued eligibility to service mortgages for FHLBI is contingent on maintaining delinquency
ratesthat are acceptable to FHLBI. FHLBI may disqualify orsuspendaServiceriftheir30, 60, or 90 day
delinquency rate or REO Rate for FHLBI mortgagesis more than 50% higherthan the mortgage bankers
association’s (or othersource approved by FHLBI) average 30, 60, or 90 day delinquency rate, or REO rate, for
all mortgagesin the same geographical areain which the properties that secure the mortgages serviced by
the Servicerare located.

Termination of the Servicershall be the sole remedy forany failure of the Servicer to maintain the
delinquency rates beneath the thresholds provided in this section (Section 16.3).

16.4 Inspection

The Servicer mustinspecta property that secures a delinquent mortgage before the 90th day of delinquency.
Afterthe Servicer'sinitialinspection and until such time asthe mortgage is referred forforeclosure, the
Servicershould schedule subsequent property inspections for delinquent mortgages as often asit considers
necessary to protect FHLBI’s interests.

Particular attention should be paid to propertieslocated in areas that have a high rate of vandalismand
neglect. See alsoSection 10.2.8 regarding Inspection of Properties.

16.5 Loss Mitigation Review

The Servicershould actively pursue collection and loss mitigation options on delinquentloans pursuantto
the GSE guidelinesincluding repay plans, modifications, Short Sales and Deeds-in-Lieu of Foreclosure. FHLBI
doesnotrequire priorapproval forshort termrepayment plans that may be established and monitored by
the Servicer. However, the Servicer should make FHLBI aware of any plan they establish and provide status
updates uponrequest.

Additional loss mitigation efforts such as Loan Modification, Short Sale, and Deed in Lieu of Foreclosure
require FHLBI approval.

Ifinsured by a PMI or SMI policy, Ml approvalis also required. See Section 10.2.9 of this Guide for
modification details.
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1. Hardship Packages
When reviewing forloss mitigation approval, unless thereare extenuating circumstances, the
Servicershould submitacomplete hardship package to FHLBI for review and decision. FHLBI will
insiston clear, current, and accurate information. Incomplete orinaccurate requests may be
denied.

The hardship package should consist of the following:

Required Item Modification | Short Sale | Deedin Lieu

Proposed HUD-1 X

Appraisal/BPO X X X

Estimated Payoff Amount X X
(through the proposed Resolution Date)

Reinstatementfigures X
(through the proposed Resolution Date)

Hardship Letter X X X

>
>
>

Financial Statement (illustrating monthlyincome
& monthly debt)

Credit Report

Proof of Income (last two months pay stubs)

Bank Statements (last two months)

X| X[ X[ X
X | X[ X[ X

Taxes (tax returns from last two years filed)

Purchase Offer

Listing Agreement

X| XX X | X]| X[ X

PMI/SMI Approval (if applicable) X

16.6 Foreclosure Bidding Instructions

If foreclosure is necessary, the action should be prosecuted in the name of the Servicer. Foreclosinginthe
name of MERS is also acceptable in some cases, but may notbe an optioninall states. If the Serviceristhe
successful bidderatthe foreclosure sale, title should be placed in the Servicer’s name for REO marketing.

The bidding should always begin atthe lowest bid amount acceptable in each state. If the auctionis
competitive, the bidding process should be continued until the maximum bid amountis reached.

16.6.1 Loans with PMIlor SMI

For loans with PMI or SMI, the Servicer should refertothe insurance provider’s Guide fordirectionson
how to bid at foreclosure sale.
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16.6.2 Loans without PMI or SMI
For all loansin Michigan and Minnesota, the maximum bid should be the total debt.

In all otherstates, the bidamountis based on the Fair Market Value of the property. Forthe purposes of
calculating a Fair Market Value, the servicer should obtainaBPO and an Appraisal from separate sources.
Both valuations should be reviewed for quality assurance.

1. Thelowervalue should be subtracted fromthe highervalue to determine the valuevariance.
The two values should be averaged togetherto obtain the averaged value.
The value variance should then be divided by the averaged value to determine the variance
percentage.

4. |Ifthe variance percentageislessthanorequal to 15%, the average value should be used as the
Fair MarketValue and applied as listed below to determine the maximum bid:

If the Value is<=$99,999 bid up to total debtor 85% of the fair marketvalue;
whicheverislower.

If the Value is between $100,000 - $225,000 bid up to total debtor 88% of the fair
marketvalue; whicheverislower.

If the Value is >=5225,001 bid up to total debt or 90% of the fair marketvalue;
whicheverislower.

If the variance percentage is greaterthan 15%, contact FHLBI for direction before bidding.

16.7 Foreclosure Sale Results/REO Notifications
For loans with PMI or SMI, the Servicershould referto the insurance provider’s Guide fordirections on
propersale notification to the insurance provider.

In addition, the Servicer should notify FHLBI of the foreclosure sale results within 2 business days from
whenthe sale took place. The results shouldinclude all of the following:

e Foreclosure Sale Date

e Redemption Expiration (if applicable)

e Estimated Confirmation/Ratification Date (if applicable)
e  WinningBid Price

e  WinningBidder

e Occupancy Status

¢ Documentation of the values used forbidding
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16.8 Cash for Keys

In lieu of proceeding with eviction, Servicers may engage in Cash for Keys negotiations with the
borrower/occupant.

1. ForloanswithSMI, the Servicer must seek approval from the SMl providerto ensure reimbursement
of the cash forkeys expense onthe SMl claim.
2. AllCashfor Keys offersrequire priorapproval from FHLBI.

16.9 Listing and Sale of REO Properties

Immediately afterthe Servicer has obtained titleto a property and the propertyis vacated, the Servicer
should secure the property, remove debris,and take any emergency action necessary to preserve and
protect the property. The Servicershould then obtain a Broker’s Price Opinion and Appraisaland contract
with an agentfor listingand sale of the property. FHLBI (and the SMI provider, if applicable) should be
involvedin listing and sale decisions as wellas repairdecisions regarding the REO property.

The BPO, Appraisal, and any repairbids should be presented to FHLBI (and the SMI provider, if applicable)
alongwith a recommendation foralisting strategy. Property repairand listing guidance is provided to the
Servicerby FHLBI (and the SMI provider, if applicable). Failure to list properties forsale orto present offers
to FHLBI ina timely manner may resultinan adjustmentto the final claim settlement.

16.10 Claim Filing

If PMI coverage is required underthe FHLBI Guide, the PMI claim must be settled priorto filingaclaim with
the SMI providerand/or FHLBI. For loans with SMI, the Servicershould referto the SMI provider’s Guide for
directions regarding claimfiling.

16.10.1  Loans without SMI
A claim should be filed with FHLBI within 30 days of the REO settlement, approved short sale settlement,
or foreclosure sale to athird party. Failure to submit claim within 30 days may resultin adjustments and

curtailments.

The Claim for Loss form must be completedinfulland mustinclude the submission date, the signature of
an authorized representative, and must be accompanied by the necessary supporting documentation.
Failure to provide acomplete claim may resultina delay in claim payment.

1. Supporting documentation shouldinclude:
a. Ifapplicable, acopy of the PMI claim and the PMI carrier’s explanation of payment.
b. The most currentBPO and/orappraisal.
c. A copyof the HUD-1/CD fromthe sale closing (unless sold to a 3rd party at foreclosure
sale.).

Mortgage Purchase Program Guide as of 08-01-2016
FHLBI Page 157 of 168



An itemized loan transaction history with clearly marked entriesillustrating the escrow
balance at the time of default, subsequent escrow disbursements and corporate
advances.

Copies of documentation (i.e. invoices) associated with all expenses claimed.

If property repairs are claimed, please include any documentation to supportthatthe
servicerwas diligentin maintainingthe property.

2. Claimable items may include:

a.
b.

f.

g.

UPB

Accruedinterestatthe Note Rate through the date of claimfiling orthe date the claim
should have beenfiled, whichever comesfirst. (Unacceptable delays mayresultina
curtailment of the claim).

Attorney’sfees.

Statutory expenses.

Post default hazard insurance premiums advanced (prorated through the date of sale
settlementor 3rd party foreclosure sale.)

Reasonable property preservation expenses.

Appraisal/BPO.

3. Crediton the claim should be given for:

d.

m*0 o0 T

h.

Fundsinescrow at the time of default.

Any and all rental moniesreceived.

PMI claim settlement funds.

Hazard insurance premium refunds.

Hazard insurance claim settlements.

Any proceeds from an approved sale closing as represented on the HUD-1/CD.
Anyotherfundsreceivedand heldinsuspense.

Any contributions provided by the borrower.

4. Examples of non-claimable expenses mayinclude:

d.

b
c.
d.
e

Unauthorized property repairs.

Late Charges.

Penaltyinterestorcompoundedinterest.

Attorney referral fees.

Property preservation expenses overand above customary amounts.
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5. FHLBI Claimfor Loss Form Instructions:
The FHLBI Claim for Loss form may be accessed here on the FHLBI website. Refertothe
following graphics for assistance when completing the form:
FHLBI Claim for Loss form (page 1 of 3)

/

Check Initial for a firsttime claimon
aloan.For an additional claimon the
same loan, check Supplemental.

Pleasenote anyadditional informationin
the comments section that may be helpful
when reviewing the claimfor payment.
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FHLBI Claim for Loss form continued (page 2 of 3)

Ifadditional spaceis needed inany particular expensesection,
you may utilizethe spaceinsection 16 and/or itemize additional

items on the back of the claimform.

If listingitems on the back of the claimform, use the lastline of
the appropriatesection to reference the itemization and the total

itemized amount.
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FHLBI Claim for Loss form continued (page 3 of 3)

Review the following helpful hints when completing fields on this page:

Line 17 — The Borrower’s Unpaid Principal Balance.

Line 18 — Enter the interest paid thrudate (not the next payment date) and the claim
filing date. Using the full Note rate and the number of days, calculatethe amount of
interest being claimed.

Line 28 — Positive escrow balanceatthe time of default.

Line 30— Should be supported by the PMI explanation of benefits.

Line 31— Calculated as the unearned premium refund.

Line 33 — Net proceeds from the HUD-1/CD or 3rd party bid amount.

Line 34— May includerents or any other deductions to reduce the loss amount.
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6. ClaimSubmission
Completed claim forms should be printed, signed and imaged. Claims and all supporting
documentation should be emailed to either Steve Broviak at: sbroviak@fhlbi.com or Laurel

Harpsterat: Lharpster@fhlbi.com.

Claims not sent electronically may be mailed to:

FHLBI

Attn: MPP Claims

8250 Woodfield Crossing Blvd.
Indianapolis IN 46240
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17. Remittance Reporting Requirements

The Servicerisrequired to provide remittance datato the Master Servicer each month, beginninginthe
month following purchase. The completeand accurate remittance datareportisto be submitted tothe
Master Servicer no laterthan the 5™ business day of each month.

Process Flow for Monthly Remittance Submission

Validate

& Vlaster Servicer Remittance Data
File

Remittance Data
File

By the 5" business day of
each Month

By the 13"(of each Month

I

Servicer

15" or 18" pf each Manth

Draft the CMS
account or
receive wire
transfer
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17.1 Remittance Reporting Submission
1. The submission method chosen should be based on mortgage servicingvolume, and implementation
must be coordinated with the Master Servicerand FHLBI.
2. Servicers may choose from the following reporting methods:
a. Emailedfile asanattachment.
b. Otherelectronicformthatisacceptable tothe Master Servicer.
c. Hard copy/paper(afee may be assessed).
3. Theformat for submitting remittance reporting to the Master Servicershould be as follows:
a. Excelfileincompliance with the reportingtemplatelisted as Appendix C.
b. Otherconsistentformatapproved by the masterservicerand FHLBI.
1) Forsubmissionofaformatthat doesnotconformto the template providedin
appendix C, the format should be reviewed and accepted by the Master Servicerand
FHLBI before beingdeemed compliant with this Guide.

17.2 Penalties for Late Submission

A Servicerthatfails to provide accurate remittance datareports to the Master Serviceron or before the 5th
business day of each calendar month or that submitsincomplete orinaccurate accounting orservicing
reports violatesits responsibilities and is subject to the following remedies for offenses in any consecutive
12-month period:

1st Late Offense 2" Late Offense 3rd Late Offense
Warninglettermay be sentto | Servicerischargeda $250.00 FHLBI may decline to enter
the managing officer of the late reportingfee, perreport. into any further MDCs or
institution, with a copy to the MCCs.

Accounting Department.

Additional fees may be assessed to the Servicerif additionalfees are assessed to FHLBI.

FHLBI reservesthe rightto change the late reportingfee and all otherremedies atany time, atits sole
discretion. FHLBI may debitthe Seller’'s CMS accountfor late reporting fees then due from the Seller.
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17.3
1

Monthly Reporting and Withdrawal Summary

If the remittance report submitted to the Master Servicer does not appearaccurate or if additional
informationis needed, the Master Servicer will contact the Servicer directly to obtain the additional
information foran acceptable report.

The Master Servicer will provide the Servicer and FHLBI with a final and validated copy of the
remittance datareportand a Notice of Automatic Withdrawal (NAW) on or before the 13th day of
the month. Based on the amounts specified in the remittancereportand NAW, FHLBI will debitthe
Seller’'s CMS account at FHLBI or receive the funds viaawire fromthe Serviceron the withdrawal
date.

The withdrawal date will be the 15% of the month for FHA loans or the 18™ of the month for
Conventionalloans (if the 15™ or 18™ fall on a holiday ora weekend, then the next business day will
apply). These debits begininthe month following the month of purchase of a mortgage. The
Servicerisresponsible forassuring that sufficientfunds are available fordebit. If funds are being
wired to FHLBI, the Servicerisresponsible for having the funds wired on the applicable withdrawal
date.

For each Scheduled/Scheduled MCC, the actual debit will consist of the sum of the Scheduled
Interestand Scheduled Principal computed in accordance with Section 14.1 and the Unscheduled
Principal determined in accordance with Section 14.1. For each Actual/Actual MCC, the actual debit
will consist of the Actual Principal and Actual Interest computed in accordance with Section 14.2.
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18.

Repurchase

18.1

Involuntary Repurchase

FHLBI has the rightto require the Seller orthe Servicer, as applicable, to repurchase any mortgage underany
of these circumstances:

Ifthe SMI providerrescinds SMI coverage, FHLBI will require immediate repurchase of the loan on
the basis of the SMI rescission.

Ifthe SellerorServicer breaches any of the representations, warranties, or covenants made with
respect to the mortgage as stated in the program documents.

If a mortgage failsto meetthe quality assurance review of FHLBI requirements and the defects are
not corrected within 30 days of notice.

Ifa loss claimisrejected by the SMI provider or FHLBI resulting from a breach by the Sellerorthe
Servicer, as applicable, of any representation, warranty, or covenant made in this Guide or any other
program documents.

Delaysinforeclosingon the property violate this MPP Guide, which requires Servicers to protect
FHLBI’s interest.

Within 30 calendardays of the Seller/Servicer'sreceipt of arepurchase demand, the Seller/Servicer shall

repurchase the mortgage foran amountequal to:

1.

The sum of the UPB (determined as of the date of repurchase) plus the premium paid onthe funding
date, if any, (determined by multiplying the purchase price by the settlement principal balance) plus
interestaccrued at the mortgage pass-through rate fromthe first day of the calendar monthin which
repurchase occurs to and through the end of the monthin which repurchase occurs.

All out-of-pocket costs and expensesincurred by FHLBI in connection with the repurchase of the
mortgage, including all documentary stamp taxes, recording fees, transfer taxes, attorney’s fees,
court costs, and legal expenses.

If the Selleris required torepurchase the mortgage, the Seller may not submita Claim for Lossform
to the SMI provideror FHLBI.

18.2 Voluntary Repurchase
The Seller/Servicer may repurchase adelinquent FHA loan as detailed in Section 14.3 of this Guide.

The Seller/Servicer may repurchase any loan if the Seller/Servicer becomes aware that the loan does not
meet FHLBI requirements. Such repurchase requires notification to FHLBI and the purchase amountis

calculated asdescribedin Section 18.1 above.

The Seller/Servicer may repurchase loan(s) for otherreasons only with the priorapproval by FHLBI.
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18.3 Indemnification

The Sellershall indemnify FHLBI against, and hold FHLBI harmless from, all costs, including attorney’s fees,
arising out of any breach of a representation, warranty, or covenant made by the Seller underthe Master
Agreement, this Guide, orany Program Documents, orany breach or violation of FHLBI Guidelines.

The foregoingindemnification shall include any costs incurred by FHLBI in connection with enforcingits rights
underthe Master Agreement, this Guide, any Program Documents, or any breach or violation of FHLBI
Guidelines, or defending against any claim, demand, orassertion against FHLBI by a third party arising out of
a breach of a representation, warranty, or covenant made by the Sellerin this Master Agreement, this Guide,
or any Program Documents.

The Seller'sindemnification pursuant to this section (Section 18.3) shall survive the purchase and delivery of
the mortgages, theirliquidation orrepurchase, and any suspension ortermination of the Seller's selling
privileges orthe termination of this Master Agreement orany other Program Documents.

18.4 Offset

FHLBI may offset against the price forany mortgage delivered for purchase by the Seller, oragainstany other
amounts owed by FHLBI to the Seller pursuanttoan MDC betweenthe Sellerand FHLBI, any outstanding
amounts owed to FHLBI by the Seller orany affiliate of the Selleras provided inthe Master Agreement.
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19. Participations

FHLBI may make available, for purchase by third parties, including, without limitation, other FHLBanks,
interests, whetherwhole or partial, in mortgages sold orto be sold by Sellers under MPP.

Such sales of mortgages will not affect agreements entered into by Sellers and FHLBI, including, without
limitation, Master Agreements, MCCs, and MDCs.
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Appendix A: Document Custodian Role & Responsibilities

1.1 Role & Responsibilities

1.1.1 Role

The role of the Document Custodianis primarily to maintain physical and custodial control of Custody
Files on behalf of the Sellerand FHLBI. This responsibility continues for the life of the mortgage or until
its custodial responsibilities are transferred to another Document Custodian by the Seller or FHLBI, or
otherwise terminated.

The Document Custodianis required to assure FHLBI that mortgages are represented by the documents
placedinthe Document Custodian’s control. The Document Custodian performs thisfunctionthrougha
process of certifications and recertification. Custodial guidelines forthe certification and recertification
processesare outlined in this manual.

1.1.2 Responsibilities
As the holder of collateral documents for FHLBI, the Document Custodian’s primary responsibilities are as
follows:

e Physical safekeeping of Custody Files.

o Certifyingthe completeness and consistency of mortgage documents.

e Maintaining physical and custodial control overthe release and transfer of mortgage documents.

In addition, see the Operational Procedures section for custodial duties.

1.1.3 Custodial Agreement

1. TheSellermustobtainthe services of aneligible custodial institution to hold all Custody Files. It
isthe responsibility of the Sellerto selectan eligible Document Custodian and execute a
Custodial Agreement. A Custodial Agreement covers all mortgages for which the institution
servesasthe Document Custodian.

2. The Custodial Agreement sets forth the responsibilities of both the Sellerand the Document
Custodianin the MPP.

3. The Document Custodian mustenterinto a Custodial Agreement with each Sellerforwhichit
servesasa Document Custodian.

4. The Document Custodian negotiates directly with the Sellerall compensation forthe
performance of its custodial duties as stipulated in the Custodial Agreement.

5. Asaprovisioninthe Custodial Agreement, FHLBI recognizes the Document Custodian as an agent
of FHLBI.

Note: FHLBI has no obligation to pay any compensation to Document Custodians forservices
rendered.
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1.1.4 Record Keeping Requirements

The Document Custodianis required to protect the Custody Files physically inits custody. FHLBI requires
the performance of reasonable proceduresto protect the documentslocatedin Custody Files from theft,
misplacement, fire, or other calamity.

To fulfill this safekee ping obligation, the Document Custodianis required to store Custody Filesina
secure, fire-resistant facility as detailed in Section 5.5 of this manual and to develop and enforce
proceduresthat both:

e Preventunauthorized accesstothe documents.
e Maintain control overall documents received.

1.14.1 Control of Documents

The Document Custodianisrequiredto retain all Custody Filesin one permanent storage location as
identified by the address of record on file with FHLBI.

The Document Custodianis required to permit representatives of the Seller or FHLBI (including FHLBI’s
agents) toinspect any documents relating to mortgages underthe Document Custodian’s control.

The Seller may request removal of individual Custody Files or Mortgage Documents by sendingthe
Document Custodian a Document Release Form (see Exhibit A).

1.1.4.2 FHLBI Forms and Other Loan Documents

Inits fiduciary role, a Document Custodianisrequired to review, accept, and maintain various types of
documentsrelating to the mortgages.

Itisthe responsibility of the Sellerto fully and accurately complete required forms before delivery to the
Document Custodian. Asrequired by Section 5.6 of this manual, itis the responsibility of the Document
Custodian to obtain fromthe Seller a copy of a Corporate Resolution listing officers authorized to execute
the appropriate documents and hold such documentationinits Master File.

If a Document Custodian discovers mortgage documentation to be incomplete or otherwise deficient, it
must return the documents to the Sellerforcorrection (see Section on Missing Document Resolution).

1.2 Eligibility

1.2.1 General Requirements

1. The Document Custodian works underthe Custodial Agreement with the Sellerand FHLBI. In
orderto become a Document Custodian, aninstitution must meet the following eligibility
requirements:

a. Afinancial institution must meetthe requirements setforthinthe certificationin clauses
one through four of the Custodial Agreement.

b. Maintain physically secure, minimum 1-1/2 hour fire-resistant storage facilities.
c. Employknowledgeable personnel.
d. Maintain minimuminsurance coveragerequirements as provided in Section 3.2 of this
manual.
2. TheSellerandthe Document Custodian must provide any additional documentation as
requested by FHLBI.
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1.2.2 Insurance
The Document Custodian must maintaininsurance coverageunderaninstitutional bond or equivalent
that provides Fidelity and Lost Instrument coverage and provides Errors and Omissions coverage as listed
below.
The financial institutionalbond must coverany loss resulting from employee dishonesty and must cover
damage, destruction to, orloss of any Notes and assignments whetheronsite orin transit.
1. Required Coverage
a. Errors and Omissionsinsurance must cover claims resulting from breach of duty, neglect,
errors or omissions, orother wrongful acts.
b. Insurance mustbe underwritten by aninsurerthathas a rating of at leastB+and a
financial size category of Vl or betteras rated by A.M. Best or must be underwritten by
Lloyd’s of London.
c. Insurance coverage mustbe inamounts deemed adequateforthe numberof Notesand
assignments held in custody based on prudent business practices.
Each policy must have a deductible not more than the greater of 5% of the custodian’s
networth as determined under generally accepted accounting principles (GAAP) net
worth or $100,000, but in no case greaterthan $10,000,000.

If the Document Custodianis covered underthe insurance of its parent company, the deductible
amounts are the same as above based onthe parent’s networth, the Document Custodian mustbe a
named insured, and the policy must meetall otherrequirements as listed.

1.2.3 Related-Party Document Custodians

A related-party Document Custodian is defined as eitherthe Seller acting as Document Custodian (Self-
Custody) or an affiliate of the Selleracting as Document Custodian (affiliated Document Custodian).
1. Self-Custody
a. TheSeller, whileactingas Document Custodian, must maintain custody of the Custody
Filesina trustdepartmentthatis physically separate from the servicing areaand that
maintains separate personnel, files, and operations, unless FHLBl approves an exception
to thisrequirement.
b. TheSeller, whileacting as Document Custodian, must have obtained priorapproval from

its primary regulatorto exercise fiduciary powers. These fiduciary powers mustinclude
ordinary trustservices, such as:

e Personaltrustservices

e Personal representative services

e Guardianship

e Custodianservices

e And/orinvestmentadvisory services offered to the publicand may not be limited

to maintaining custody of documents for FHLBI.
c. Thetrust service function of the Seller while actingas Document Custodian must be

subjectto periodicreview and inspection by its primary regulator.
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2. Affiliated Document Custodian

a. The Seller-affiliated Document Custodian must meet all of the requirements of Self-
Custody and maintain custody of the Custody Filesin aseparate trust department.

b. Ifthe Custody Filesare not maintainedinaseparate trustdepartment, the Seller must
provide evidence satisfactory to FHLBI that the Sellerand the affiliated Document
Custodian are vertically independent, which means that the persons having hiring,
supervising, and compensation authority overemployees of the Seller performing
mortgage origination, selling, or servicing functions are different from the persons having
similarauthority overthe employees of the Seller exercising its Document Custodian
functions.

¢. Thedocument custodial function of an affiliated Document Custodian must be subject to
periodicreviewand inspection by its primary regulator.

1.3 Certification Process

1.3.1 Certification Process

The Document Custodian accesses FHLBI’s Loan Acquisition System (LAS) and identifies the mandatory
delivery contract (MDC) to be certified. When the appropriate MDC has been selected, the Document

Custodian grants the certification (Initial Certification or Recertification) by clicking on the appropriate
buttonin LAS.

This action certifiesthatall required documents meet the standards as setoutin this Document
Custodian Manual. Should the certification be incomplete, in addition to certifyingin LAS, the Document
Custodian mustsign and date the document certification for mortgages sold, identify the name and
address of the Document Custodian and the name and title of the officerwho signed the certification,
and attach the required schedules (faxed and/or emailed certifications and schedules are acceptable).

Itisat the discretion of FHLBI whetherornot incomplete Certifications are acceptable.

Priorto providing Certification, the Document Custodianisrequired to review the Custody Files for
missing, incomplete, orinconsistent documents.

If defective documents are identified, the Document Custodianis required to notify the Sellerinatimely
manner. It isthe Seller’s responsibility to correct or resolve any defects identified by the Document
Custodian orto provide the Document Custodian with adequate clarification for those defects that are
not considered material.

This responsibility continues for the life of the mortgage. The Document Custodianis responsible for
verifyingthatall necessary corrections have been made by the Seller before making any certification.

MPP Appendices 08-01-2016
FHLBI Page 7 of 31



1.3.2

Certification Responsibilities

In accordance with the terms and conditions of the Custodial Agreement and this manual, the Seller must
deliverthe documents setforthin Section 4.3 to the Document Custodian as the documents become
available.

At the discretion of the Document Custodian and the Seller, documents may be delivered on a piecemeal
basis or afterall required documents have beenreceived forindividual Custody Files.

The Document Custodianis responsible forthe following:

1
2.
3.

4.

1.3.3

Acceptthe documents whendelivered.

Ascertainthatthe documents relate to mortgages listed on arelated schedule to an MDC.
Review documents for completeness and consistency in accordance with the review procedures
required by this manual.

Notify the Seller of any documents received that require correction or completion before
Certification can be made.

Certify that the documents received satisfy the requirements of Initial Certification and, if
necessary, Recertification.

Initial Certification

The Custody File must contain the following documents at least one business day priorto the applicable
Settlement Date fora particular MDC:

1.

The original Promissory Note or otherevidence of indebtedness (or, in the case of a modified
mortgage, the original note and the allonge, modification agreement or otherevidence of
modification) endorsed in blank without recourse as follows:

PAY TO THE ORDER OF

WITHOUT RECOURSE

LENDER’S NAME (AUTHORIZED SIGNATURE)
NAME OF AUTHORIZED SIGNER

TITLE OF AUTHORIZED SIGNER

The endorsement must provide acomplete chain of endorsements if the Seller did not originate
the mortgage. The last endorsement will be that of the Seller.

An original assignment of the mortgage or other security instrument to FHLBI in recordable form
but unrecorded (notrequired for mortgages on MERS). The assignment of the mortgage must be
inblank, and must not include arecitation that the assignment of the mortgage orlienis
“withoutrecourse.” Ingeneral, recordableformis whateverformthe local recorder’s office
requires. If state law does not specifically address the information required for recording, the
followinginformation should be included inthe assignment of the mortgage:

a. Date of Execution
Lender Name
Borrower Name
Legal description of the property
Recordinginformation related to the mortgage such as the deed book and page number
orthe instrument number
Original mortgage amount
g. Date of the mortgage

© oo o

bal
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h. Authorizedsignature
i. Appropriate notarization

3. A copyof the mortgage (or othersecurity instrument) securing repayment of the indebtedness,
signed by the mortgagor, that was sentforrecording (or, inthe case of a modified loan, a copy of
the mortgage, the modification agreement, and any required subordination agreement that was
sentforrecording).

4. Copiesofanyinterimassignmentsthat were sentforrecording, as applicable, suchaswhen the
Sellerdid not originate the mortgage orif the mortgage has been assigned to MERS. If the
mortgage was originated with MERS as the original mortgagee (a MOM loan), interim
assignments are not required.

5. A copyof the Powerof Attorney (POA) that was sent for recording, as applicable, such asif an
attorney-in-fact signed the mortgage note on a borrower’s behalf.

1.3.3.1 Initial Certification Procedures

At a minimum, the Document Custodianis required to perform the following review procedures for
Initial Certification (any defects discovered based on performing the review procedures must be referred
on a timely basis tothe Sellerfor correction):

1. Promissory Note or other evidence of indebtedness

a. Verifythateachitemlisted belowisthe same onboththe Promissory Note and the related

schedule tothe MDC:

i.  Mortgagor Name(s)

ii.  Principal Amount

iii. Interest Rate

iv.  MonthlyPrincipal and Interest (P&I) Payment

v.  Term of the mortgage (firstand last payment due dates)

vi.  Propertystreetaddress, city, and state (if property addressisincluded onthe Note).
The address on the Note may be the borrower’s mailing address instead of the
property address.

b. Verifythateachsignature onthe Note agrees withthe name typed below the signature line it
appearson. FHLBI will accept Notes with undersigning (with name affidavit) or oversigning by
the borrower. Undersigning occurs when the borrower does not sign the complete name as
typed below the signature line, such as not signingamiddle initial. If aNoteisundersigned,a
name affidavitis required to be placedin the Custody File. Oversigning occurs when the
borrowersigns more thanis typed below the signature line, such as signing afull middle name
instead of an initial. No additional documentation is required for oversigning.

c. Verifythata complete chain of endorsementexists fromthe originator of the mortgage tothe
Sellerorone of its affiliates. FHLBI requires that the chain of endorsements from the originator of
the mortgage to the current Sellerforthe Note and assignments must be complete. The Note
endorsement may be from originatorto company “C” and the interim assignments may be from
originatorto company “B,” thento company “C.” Both documents have a complete chain of title,
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eventhoughthe twochainsare notidentical. The endorsementshould notinclude adate. All
endorsements must be onthe last page of the Note, unlessthere is not space available. If space
isnot available onthe Note, the endorsement should be placed on an allonge, which references
the note. If an erroneous endorsementisdiscovered thatinterferes with the chain of title after
receipt by the Document Custodian and cancellation of the endorsementis being proposed, the
Seller mustresolvethe error. If thisis not possible, the Seller’s qualified outside legal counsel
must review and agree with the proposed cancellationin writing.

d. Determine thatthe Sellerendorsementinblank and without recourse was made by an
authorized officer.

FHLBI permits the use of facsimile signatures when placing the blank endorsement on original
Notes, aslongas the following conditions are met:
i.  Theuse of facsimile signaturesis acceptableunderthe laws of the relevant
jurisdictionin whichthe propertyislocated.
ii.  Suchsignaturesare notprohibited underthe Seller’s corporate charterand by-laws.
iii.  Theuse of such signaturesisauthorized by aresolution duly enacted by the Seller’s
Board of Directors.
iv.  Such signatures must be notarized whenrequired by jurisdictional law.

e. Examinethe Promissory Note forsections requiringanotarization, acknowledgment, or witness.
If required, verify that such sections have been completed.

f.  Verifythateachrider, allonge, oraddendum relates to and references the Note. The Note may
reference the allonge, butsuch reference is notrequired. The rider, allonge oraddendum must
be an original ifitrequiresasignature. If an allonge isrequired foraNote correction, the
corrective documents must be filed with and attached to the original Note.

g. Inthe case of a missingoriginal Note, the Document Custodian mustrequestthatthe Seller
provide acopy of the Note with original signatures by the borrower(s) or obtain alost instrument
bond with unlimited liability in the form prescribed by FHLBI from an insurance orsurety
company. The bond must be accompanied by the appropriate POA and Certification as required
by the insurance orsurety company.

If the original Note is missingand the Seller has exhausted all reasonable means of obtaining the
original note or cannot satisfy the above requirements, FHLBI may authorize the Seller to
substitute a Lost Note Affidavit (LNA), or similar substitute documentation for a missing note. If
an LNA is utilized, the Document Custodian should examine the LNA to determinethata copy of
the security instrument orthe Note is attached, and that the data elements on the Note copy
match the data submitted. Thisincludes verifying that the LNA has been notarized if the format
requiresit. The LNA form may have a blank notary section only if the Document Custodian hasa
legal opinion from the Servicer’s counsel stating that notarizationis notrequired in the
jurisdictionsin question.

Important: FHLBI holdsthe Sellerresponsibleforanylosses orlitigation that may arise due to
the missing Note regardless of whether or not an LNA was accepted.
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h. Verifyforany Lost Instrument bond with unlimited liability that each of the itemslisted below
are placed onthe bond:

i
ii.
iii.
iv.
V.
vi.
vii.
viii.

Name of Seller purchasing the bond

FHLBI Mortgage Number

currentSeller Mortgage Number

Name of original Mortgagor

Address of property

Mortgage recordinginformation

Date the bond was executed by surety orinsurance company

Name of surety or insurance company

Signature of representative for surety orinsurance company

Appropriate POA and Certification as required by surety orinsurance company

2. Assignmentsinblank (not required for mortgages on MERS)

a. Verifythatanoriginal assignmentin blank, signed by the currentSeller, exists for each mortgage
and that the assignmentisin recordable form but unrecorded. Sellers are responsible for
determiningthatthe mortgage assignmentisinaform acceptable forfilingin the applicable local
recorder’s office. If anassignment has been recorded, the Seller must correct by reassignment

before the loan can be certified.
FHLBI permits the use of facsimile signatures for executing unrecorded assignmentsin blank, as
long as the following conditions are met:

The use of facsimile signaturesis acceptableunderthe laws of the relevant
jurisdiction.

Such signatures are not prohibited underthe Seller’s Corporate Charterand By-Laws.
The use of such signaturesis authorized by aresolution duly enacted by the Seller’s
Board of Directors.

Such signatures must be notarized when required by jurisdictional law.

b. Verifythatblanketassignmentsinblank applyto mortgagesinthe same MDC and the same
recordingjurisdiction. FHLBI permits the use of blanket unrecorded in blank assignments
provided the jurisdiction accepts blanket assignments. Otherwise, individual unrecorded
assignments must be prepared.

3. Copy of mortgage or other security instrument that was sent for recording

a. Verifythateachitemlisted belowisthe same onboth the security instrumentandthe related
schedule tothe MDC:

i

ii.
iii.
iv.

Mortgagor Name(s)

Principal Amount

Term of Loan (firstand last payment due dates)

Property street address, city, and state (if property addressisincluded on the
security instrument).
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b. Determine thatthe date of the mortgage or othersecurity instrumentis the same as or later
than the date of the promissory note.

c. Verifythatalegal descriptionappears onthe securityinstrumentoronan attachmentto the
instrument.

d. Verifythatall signaturesonthe securityinstrument properly relate tothe Note. FHLBI requires
that if there are multiple mortgagor names onthe Note, all names should be on the security
instrument. If not, an explanation must be placed inthefile.

e. Examine the security instrumentforthe completion of any required notarization,
acknowledgment, or witness.

f. Verifythatanyrideroraddendum properly relates to the security instrument.

4. Copies of interim assignments that were sent for recording

a. Verifythatallinterimassignments follow acomplete chain of title from the original lenderto the
Seller (orone of its affiliates) or MERS. If MERS is designatedinthe security instrumentasa
MOM loan (with MERS as the original mortgagee), nointerim assignments will be required as
long as the mortgage remains registered with MERS. FHLBI requires that the chain of
endorsements fromthe originator of the mortgage to the current Sellerforthe note and
assignments must be complete. The Note endorsement may be from originatorto company “C”
and the interim assignments may be from originator to company “B,” thento company “C.” Both
documents must have a complete chain of title, even if the two chains are not identical.

b. Verifythatthe Mortgagor Name(s) on the assighment agrees with the related schedule to the
MDC.

5. Initial Certification

a. The DocumentCustodian mustindicate Initial Certification on LAS, or, in the case of an
incomplete Initial Certification, also complete the certification form for Initial Certification and
submititdirectly to FHLBI.

b. The Document Custodian accesses LAS and identifies the MDCto be certified. When the
appropriate MDC has been selected, the Document Custodian grants the Initial Certification by
clicking GrantIC in LAS. This action certifies thatall required documents meet the standards as
setoutinthis manual.

c. Shouldthe Initial Certification be incomplete, in addition to certifyingin LAS, the Document
Custodian mustsign and date the document certification for mortgages sold and indicate that
thisisan Initial Certification, identify the name and address of the Document Custodian and the
name and title of the officer who signed the certification, and attach the required schedules
(faxed and/oremailed certifications and schedules are acceptable).
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1.3.4 Recertification

Recertification procedures are required if the Seller or Document Custodian responsibilities change fora
group of mortgages. Recertificationisalsorequired eachtime one ormore mortgages are deregistered
from MERS.

Recertificationis required to assure FHLBI that the required interim assignments have beenrecorded and
filed with the Document Custodian and that the Notes have been properly endorsed foratransfer of
Sellerresponsibility. The recertification also confirms that the required Mortgage Documents have been
received by the Document Custodian and meet FHLBI’s certification standards.

Recertification mustbe performed within twelve (12) months of the transfer date for mortgages
transferredin a transfer of Document Custodian or Sellerresponsibility.

1.

For loans with a Settlement Date less thanten (10) years priorto the effective Transfer Date:

The Recertification can be completed using one of the following methods:

i.  Reconcile the original mortgages listed on the original certification formto the active
mortgages listed inthe Seller’s currentloan trial balance forthe Custody Files that
have beenremoved. Mortgages that have been satisfied mustbe noted ordeleted
by manually lining out the terminated mortgages, referring to the original schedule
by attachmenton the certification form, or

ii.  Attach alistof the mortgagesremaining, perthe Seller’s current trial balance, to the
Recertification. The information provided for each mortgage must be the same as
the information required on the front of the certification form.

Verify thatall required mortgage documents are presentand meet the minimum review
standards.

Ifthere has beena changeinSeller, verify thatthere hasbeen arecorded assignment of each
mortgage.

If there has beena change inSeller, verify that there have been updated endorsements on the
Promissory Note.

Verify that no documentrelease, with anon-liquidation release code, isincluded in an active
Custody Fileinthe place of a Promissory Note. If a Document Custodian certifies amortgage
with released documents, all documents must have beenreceived, reviewed, and been found to
be certifiable at the time of release by the Document Custodian performingthe certification.
Verify thatall original documentreleaseforms with liquidation release codes are in the related
file.

Ifthere has beena changeinSeller, verify that the recertification page of the document release
containsthe name, ID number, address, and signature of the substitute Seller.

Signthe certification form, indicating this is a Recertification and recertifying that all required
Mortgage Documents have beenreceived. The Document Custodian’s name, address, and FHLBI
Document Custodian number must be included on the certification form.

If a problem with the Custody File is not resolved within ninety (90) days of notification to the
Seller, the Document Custodian must notify FHLBI, and the affected mortgages will be considered
uncertified until the Custody File has been corrected.
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2. Forloanswitha Settlement Date ten (10) or more years priorto the effective Transfer Date:
a. Therecertification can be completed using one of the following methods.

i.  Reconcile the original mortgages listed on the original certification form to the active
loans listedinthe Seller’s current mortgage trial balance and the documentrelease for
the Custody Filesthat have been removed. Mortgages that have been satisfied must be
noted or deleted by manually lining out the terminated loans, referring to the original
schedule by attachment on the certificationform, or

ii.  Attach a list of the remaining mortgages, perthe Seller’s current trial balance to the
certification form being recertified. The information provided for each mortgage must
be the same as the information required on the front of the certification form. Because
of assumptions, the borrower’s name provided on the certification form may not agree
with the mortgage documents.

b. Verifythatall required mortgage documents are presentand meetthe following minimum
review standards:

i. Promissory Note

a) Verifythatthe Promissory Note isan original documentwith an original
signature.

b) Verifythata complete chain of endorsement exists from the originator of the
mortgage to the current Seller.

c) Verifythatthe currentSellerendorsementisblankand withoutrecourse.

ii.  Securityinstrument
Verify that the security instrumentis a copy of the security instrument and matchesthe
information on the note.

Security instrumentassignments
iii.  Verifythatallinterimassignments are present.
iv.  Unrecorded FHLBI assighnments
a) Verifythatanoriginal assignmentto FHLBI signed by the current Sellerexists for
each mortgage and that such assignmentisinrecordable form, butunrecorded. If an
assignmenthas beenrecorded to FHLBI, the Seller must correct by reassignment
before the mortgage or group of mortgages can be certified.
b) Verifythatthe mortgagorname(s) agrees with the name(s)onthe document
certification formortgagessold.
c) Assignmentsto FHLBI can be completed usingfacsimile/laser signatures provided the
signaturesare:
1. Acceptable underthe laws of the relevant jurisdiction
2. Permissible underthe Seller’s corporate charterand by-laws
3. Authorized byaresolution duly enacted by the Seller’s Board of Directors
4. Notarizedwhenrequired by state law.
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1.4

Operational Procedures

1.4.1 Release and Return of Documents

1.

Release Procedures
The DocumentRelease Form lists the following reasons, by Release Reason Code, thata
Seller/Servicer may use to request the release of a Custody File or documentfrom a Document
Custodian:

a. Mortgage paidinfull

b. Foreclosure

c. Substitution

d. Otherliquidation

e. Non-liquidation
Seller/Servicers are authorized to request Mortgage Documents or Custody Files from the
Document Custodian forone of the four (4) reasons listed above.
The Document Custodian may rely onthe Seller/Servicer’s stated reason for requesting the
documents without verification.
The Seller may use a computer-generated document release form provided that the formatform
isthe same form as the printed version.
Document Custodians are required to obtainadocumentrelease in hard copy from the
Seller/Servicerforeach Custody File forwhich arelease is requested and a copy of each
documentrelease form mustbe keptin the related Master File.

Upon receipt of the request, the Document Custodian must verify that the documentrelease is
complete and correct. Ifinformationisincorrect, the Document Custodian may make corrections
for the Seller/Servicer. The Seller/Servicerand Document Custodian must agree what
corrections the Document Custodian willmake. Only the Seller/Servicer may sign the Form of
DocumentRelease.
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The Document Custodian must verify that the Seller/Servicer completes the following:

i
ii.
iii.
iv.
V.
vi.
vii.
viii.

iX.
X.
Xi.
xii.
Xiii.

Sellerinstitution full name, unabbreviated

Signature of authorized Seller representative

Document Custodian full name, unabbreviated

individual Custody File information

Mortgagor complete name(s)

Property address

One of the fourreason codes

A listing of document(s) removed in the non-liquidation section, if the entire Custody
Fileisnotrequested

Seller Mortgage Number

Mortgage paidin full - Settlement Date

Foreclosure - Actual Date or best estimate of Settlement Date

Otherliquidation - estimated Settlement Date

Non-liquidation - expected return date, not laterthan one hundred eighty (180) days
afterdocumentrelease date

Afterreviewingthe prepared request fordocumentreleasefor completeness and
consistency, the Document Custodian mustrecord its Document Custodian Identification
Number (numberasassignedin LAS) and sign and date the form prior to releasing the
requested Custody File ordocuments to the Seller.

FHLBI permits the use of facsimile signatures by eitherthe Seller or Document Custodian, as

longas the signatures are permissible under the Seller or Document Custodian’s Corporate

Charterand By Laws, and the use of such signaturesis authorized by aresolution duly
enacted by the Seller or Document Custodian’s Board of Directors.

Additional information foridentification purposes may be added to the request forrelease of

documentsifagreed upon by the Sellerand the Document Custodian. A copy of the signed
and dated form must accompany the Custody File ordocuments transferred to the Seller.
Whenthe Sellerrequests mortgages from the Document Custodian using the document
release form, the Selleris responsible forappropriate insurance coveragetoinsure against
any loss or damage to the filesin transit.
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2. Release Reason Codes
Reason Code 1: Mortgage Paidin Full
When a mortgage has been paidinfull, the Custody File pertaining to the mortgage must not
remaininthe possession of the Document Custodian. The Seller must submittothe Document
Custodian adocumentrelease form, no laterthan thirty (30) days following the Mortgage
Liquidation Date.

Reason Code 2: Foreclosure
The Sellermust submitadocumentrelease formforthe release of the Custody Fileno later than
the Mortgage Liquidation Date.

Reason Code 3: Substitution

A provisioninamortgage to allow the sellerto obtain arelease of the original collateral
documentsinorderto replace itwith a corrected version of the collateral thatis satisfactory to
the Document Custodian.

Reason Code 4: Other Liquidation

Thisreason code must be used by Sellersforall otherliquidation release reasons, including
repurchase of a defective mortgage. The Seller must use the documentrelease formtorequest
release of the Custody File from the Document Custodian’s possession.

A form with thisreason code must be accompanied by a copy of the letter from FHLBI approving
the liquidation. Once the Custody Fileis released to the Sellerand the Document Custodian
receivesthe documentreleaseform, the Document Custodian must update the Custody Register
to reflectremovedfiles.

The Document Custodian must retain a copy of the FHLBI approval letter, if applicable, in the
Master File forthe life of the MDC. The certification form may be maintainedin an electronic
medium, but the Document Custodian must be capable of producing a hard copy of the schedule
uponrequest.

Reason Code 5: Non-Liquidation

All routine reviews of mortgage documents by the Seller’s auditors or staff must be performed
on the premises of the Document Custodian. The Seller may remove a Custody File only when it
isnecessary for carrying out the Seller’s responsibilities to service mortgages.

The Sellermust use the documentrelease formto remove a Custody File ordocuments from the
Document Custodian’s possession fora period not exceeding one hundred eighty (180) calendar
days.
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Ninety (90) days followingrelease, if the documents have notalready beenreturned, the
Document Custodian shall notify the Seller that documents are due forreturnin ninety (90) days;
one hundred eighty (180) days followingrelease, if the documents have not already been
returned, the Document Custodian shallnotify the Seller and FHLBI that documents are pastdue.

Ifindividual Mortgage Documents are requested, they should be specified on the bottom of the
documentrelease. Upon return of the Custody File ordocuments, the Document Custodian must
review the Custody File ordocuments and acknowledge the return by signing the bottom portion
of the form.

3. ReturnProcedures
When a Custody File released for Reason Code 1, 2, or 4 is returned to the Document Custodian

by the Seller, the Document Custodian must perform the following procedures to properly

execute the return section of the document Release Form:

a. Match the original documentrelease to the applicable Custody File ordocuments.

b. Reviewthereturnedfile ordocumentsto determine thatall applicable mortgage documents
are returned and meetthe requirements for certification as outlined in this manual.

c. Signand date the bottom of the copy of the documentreleaseformthatis beingreturned by
the Seller.

Forward the executed documentreleasereturntothe Seller.

e. Signand date the bottom of the original documentrelease form if the Document Custodian
retains documentreleaseformsforfilesreleased with liquidation codes that have been
returned; otherwise, dispose of the original document release form.

f. Thecustodianisnot requiredtoretain a copy of the return section of the documentrelease
form.

1.4.2 Transfers

1421 Transfer of Seller Responsibilities

This section describes custodial responsibilities when thereisachange in Seller withoutachangein
Document Custodian. Atransferof Sellerresponsibility requires FHLBI prior written approval of the
transfer, the execution of anew Custodial Agreement, and recertification of the mortgages sold.

Priorto both final approval by FHLBI and the actual transfer of Sellerresponsibilities, appropriate
Custodial Agreements must be executed by both the substitute Sellerand the existing Document
Custodian, unless acurrent Custodial Agreementis already in effect.

Recertification of amortgage is required any time amortgage is transferred to a Successor Seller, except
where mortgages are simultaneously transferred to asubstitute Seller through anintermediary
institution. Inthe latter case, Recertification may not be required for the intermediate transaction.
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FHLBI grants waivers to Sellers on a case-by-case basis for simultaneous transactions that occur within
the same calendar day. If a Recertification Waiveris granted, a copy of FHLBI’s waiver letter must be
includedineach applicable MDC.

Note: FHLBI does not require Recertification, interim assignments, or Note endorsements if the transfer
isdue to a merger of institutions, but all mergers still require prior written approval from FHLBI if the
Document Custodianisto continue to maintain the documents.

1422 Transfer of Document Custodian Responsibilities

A transfer of Document Custodian responsibility requires FHLBI prior written approval of the transfer, the
execution of anew Custodial Agreement, and recertification of the mortgages sold.
Priorto both final approval by FHLBI and the actual transfer of responsibilities, appropriate Custodial
Agreements must be executed by the existing or SuccessorSeller, as applicable, and the Successor
Document Custodian, unless a current Custodial Agreementis already in effect.
Priorto the actual transfer of Mortgage Documents to the Successor Document Custodian, the current
Seller must prepare an exhibit listing all Loan Numbers to be transferred to the Successor Document
Custodian.
Upon FHLBI’s written approval of the transfer, the following files must be released to the Successor
Document Custodian:

1. AllInitial Certification forms

2. AllCustodyFiles

3. Allblanketinterim assignments, blanket assignments to FHLBI, legal opinions, and FHLBI waiver

letters
4. Allnon-liquidation Document Releaseforms

It isthe Successor Document Custodian’s responsibility to determinethatall required documents
pertainingto all mortgages have beenreceived.

The prior Document Custodianisresponsible for packingthe files fortransit and making the files
available tothe Successor Document Custodian. The Selleris responsible for the safe transfer of all
documents to the Successor Document Custodian’s facility.

The Custody Files must be sent directly to the Successor Document Custodian, notto the Seller. The
Successor Document Custodian must transferall files directly to the permanent storage location spedified
inthe Custodial Agreements.

Wheneverthere isaphysical movement of Custody Files, the Selleris responsibleforappropriate
insurance coverage toinsure againstany loss or damage to the filesin transit. As an alternative, FHLBI
allows the use of a temporaryriderto the Seller’s or Document Custodian’s property insurance policy to

provide adequate coverage.
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Recertification of amortgage or group of mortgagesisrequired any time a mortgage is transferredtoa
Successor Document Custodian. Recertification musttake place within twelve (12) months of transfer
for all transfers.

Note: FHLBI does not require recertification if the transferis due to a merger of institution, butall
mergers still require prior written approval from FHLBI if the Document Custodianis to continue to
maintainthe documents.

1.4.2.3 Transfer of Document Custodian Functions by FHLBI

FHLBI may determine to transfer custody of the Custody Files for whatever reason, including, but not
limited to:
e thefailure by the Document Custodianto perform orobserve any of the provisions of this
Document Custodian Manual or the Custodial Agreement,
e thefailure of the Sellerto meetrequirements of the credit policy or blanket agreement,
e aneventofdefaultoccursunderanyblanketagreementto which the Document Custodianisa
party or to which the applicable Selleris a party, or
e theremoval or termination of the Sellerorany other person as Servicer of the mortgages,

FHLBI may remove and discharge the Document Custodian from the performance of its duties.

1.4.3 Physical Security

FHLBI has determined that certain requirements must be met by Document Custodians to ensure thata
secure and accessible storage facilityis provided forthe retention of pool and Mortgage Documents.
These requirements are as follows.

1. Alldocuments mustberetainedinasingle permanentstorage location. The name, address, and
identification number (numberas assigned in LAS) of the Document Custodian must be specified
on the final page of the applicable certification form. The address at which the documentsare
held must be the last address of record reported in writing to FHLBI.

2. FHLBI’s approval mustbe received before a Document Custodian can move documentstoanew
location. Information required in writingincludes the priorlocation’s address, the new location’s
address, and a listing of the mortgages to be moved. If the Document Custodian changes the
location of FHLBI documents to a new address, an appropriate amount of inland marine
insurance coverage must be inforce to indemnify against any loss or damage to the filesin
transitto the new permanent storage location.

The Document Custodianis responsible for obtaining insurance coverage to insure againstany loss or
damage to the filesin transit. As an alternative, FHLBI allows the use of a temporaryridertothe
Document Custodian’s property insurance policy to provide coverage.

3. Adequate controls and safeguards mustbe provided to protect documents from hazards and

unauthorized access.
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4. Afireresistantdepositoryforall Custody Filesisrequired. The facility must provide a minimum
of one and one-half(1-1/2) totwo (2) hours of fire protection, as attested toin a written
statement from the insurance company of the Document Custodian, A Fire Marshal, ora fire
protection contractor of the applicable jurisdiction and updated upon any significant change in
the facility. This statement of compliance must be retained by the Document Custodian and
available forinspection by FHLBI or its agent.

It isacceptable if the storage facility meets Federal Deposit Insurance Corporation (FDIC)
guidelinesforvaults as stated in theirrules and regulations.
Note: It is the Seller’s responsibility to reconstruct the Custody Filesinthe event of adisaster.

1.4.4 InventoryAccounting
The Document Custodian must maintain control of Custody Files forthe life of the mortgages. Custodial
control is critical for preserving the collateral interests of the Sellerand FHLBI.
This section describes specificinventory accounting requirements that must be followed foreach Seller
for which the Document Custodianis responsible:
1. Master File
For each Seller, the Document Custodian must maintain a Master File thatincludes at least the following
information:
a. CustodyRegister (described below)
Custodial Agreement
Copy of Seller’s Corporate Resolution foraname change (if applicable)
Copy of Seller’s Corporate Resolution authorizing officers to execute documents
Initial Certification forms
Document Release Forms submitted on the basis of the non-liquidation reason code
Any otherapplicable Sellerdocumentsinthe Document Custodian’s possession
2. Custody Register

m 0 o0 o

For each Seller, the Document Custodian must maintain a Custody Registerthatincludes atleastthe
followinginformation:

a. Listingof mortgages currentlyin custody, including Sellerldentification Numbers

b. Countof the total numberof mortgagesin custody for each MDC

At a minimum, this Register must be updated once a month. Monthly activity that must be recorded
includesall:

o Certifications

e Transferactivity

e Terminations
The Seller Custody Register must be keptinthe Master File and must be available for review by FHLBI or
itsagent. If the Custody Registeris maintainedin electronic medium, the Document Custodian must be
capable of producing a hard copy of the register upon request.
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1.45 Document Exceptions

FHLBI will consider, on a case-by-case basis, granting an exception letterto a Sellerfora specific
document exception to the requirements listed throughout this manual. Requests for exceptions must
be submitted in writing, and all FHLBIl exception letters must be retained by the Document Custodianin
the related Master File forthe remaining life of the mortgage.

If a waiverletter has been granted that pertains to specific mortgages and those mortgages are
transferred, the waiverletter ora copy must transfer with the Master Files.

1451 Missing Document Resolution

Lost or missing Mortgage Documents are documents that existed at some point, butare currently notin
the possession of the Seller, Document Custodian oran agent, such as a foreclosure attorney or
subcontract Servicer. Note thatthe followingis notdesigned to be comprehensive and cannot be
construed as a substitute forthe advice of qualified legal counsel.

Exceptfor the Promissory Note, documents missing from the Custody File may be replaced with a copy of
the missing document. The Document Custodian must obtain a copy or original as appropriate of any
missing documentfromthe Seller.

If an interimassignmentis missingand the assignee is defunct, the Seller must obtain alegal opinion
from qualified outside legal counsel which cites applicable law and place itin the Custody File towhichit
pertains.

1.45.2 Custodial Responsibilities

When a Document Custodian becomes aware thata required documentis missing, itis the Document
Custodian’s responsibility to send the Seller written notification immediately, not to exceed thirty (30)
days after discovery, and request timely resolution by the Seller.
The writtenlost document notification to the Seller must contain each of the following items:

1. Mortgage Number(s)

2. Mortgagor and Mortgagee Names

3. Description of missingdocument

4. Date the documentwas discovered missing

5. Possible reasonsforthe absence of the document, if known
A copy of the Document Custodian's written request must be placed and maintained in the Custody File.
Additionally, atleast quarterly, the Document Custodianis expected to forward to the Selleralisting of
all documents that have been missing for ninety (90) days or more.

Upon review and acceptance, the Document Custodian mustfile the replacementdocumentin the
applicable Custody File and delete the document from the original lost document notification that was
sentto the Seller.
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1453 Seller Responsibilities

The Seller must make a timely submission of the replacement document. If the problemis not resolved
within ninety (90) days, the Document Custodian must then notify FHLBI that the affected mortgages will
be considered uncertified, and the Custody File will have to be corrected.

For missing Note situations requiring a Lost Instrument Bond with Unlimited Liability, the Bond must be
inthe form prescribed by FHLBI. The Lost Instrument Bond must be accompanied by the appropriate POA
and Certification as required by the insurance or surety company.

The Lost Instrument Bond does not require an endorsement. The bond must be submitted to the
Document Custodian forreview and approval.

The Document Custodian will review the Lost Instrument Bond and, if acceptable, place the Lost
Instrument Bond in the Custody File to replace the missing Note. Inthose cases where the Document
Custodian may not be able toresolve adiscrepancy with the Seller concerning the Lost Instrument Bond,
the Document Custodian must submit the Lost Instrument Bond to FHLBI for a final determination.

If the original Note is missingand the Seller has exhausted all reasonable means of obtaining the original
Note or cannot satisfy the above requirements, FHLBI may authorize the Sellerto substitute a LNA, or
similar substitute documentation foramissing Note.

Ifan LNAis utilized, the Document Custodian should examinethe LNA to determine thatacopy of the
securityinstrument orthe Note is attached, and that the data elements on the Note copy match the data
submitted. Thisincludes verifying that the LNA has been notarized if the formatrequiresit. The LNA form
may have a blank notary section only if the Document Custodian has a legal opinion from the Servicer’s
counsel stating that notarizationis notrequiredin the jurisdictionsin question.

Important: FHLBI holds the Sellerresponsible forany losses orlitigation that may arise due to the missing
Note, regardless of whetherornotan LNA was accepted.

The Document Custodianisrequired to review documents for their consistency and completeness. If at
any time a Document Custodian discovers an error, the Document Custodian must notify the Seller of the
error forcorrection or resolution. Ifthe errorcannotbe remedied, the FHLBI MPP department must be
notified within ninety (90) days. The Seller will be required to determine materiality of errors and
adequately explain the materiality to the Document Custodian.

1.46 Common ProblemResolution

1. Re-Recordingof Interim Assignments

If an interim assignment orthe security instrument has beenre-recorded, all interim assignments
following do not needto be re-recorded to correct the chain of title.
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2. Oversigning/Undersigning by Borrower

FHLBI will accept documents with undersigning by the borrower or co-borrower, if applicable.
Undersigning occurs when the borrower, or co-borrower, does not sign the complete name orinitials,
such as notsigninga middle initial. If adocumentis undersigned, aname affidavitis required to be
placedinthe Custody File.

Oversigningis acceptableand does notrequire a name affidavit. Oversigning occurs when the borrower,
or co-borrower, sign more names orinitials, such as signing afull middle name instead of aninitial. A
Name Affidavit may also be used to correct a misspelled name on a mortgage document.

3. Incorrect Borrower Name

If the borrower or co-borrower name on the certification formisincorrect, it must be corrected.
However, if the name on the attached schedule(s)is correct, then a Name Affidavit will be acceptable to
correct Mortgage Documents with incorrect borrower names. The same Name Affidavit may apply to
various mortgage documents with the same name error. Itis acceptable to have a copy of the Name
Affidavitin place of the original.

4. Minor Typographical Errors
FHLBI will accept minorobvious typographical errors that are inconsequential and do not affect the
Mortgage Documents.

5. Correction Tape or Correction Liquid

FHLBI will allow the use of correction tape or correction liquid on documents. However, the use of
correction tape or correction liquid should be treated as any correction. If the correction requiresinitials,
it must be initialed by the appropriate party.

6. Note Corrections
Ifa correctionto the Note isrequired, the Note must be corrected. Anallonge should notbe usein place
of making corrections tothe Note.

1.4.7 Seller Corporate Name Changes

Sellers are required to provide the Document Custodian with a copy of the appropriate Corporate
Resolutioninthe eventof a Sellername change. The Selleris required to provide the resolution within
thirty (30) days of a name change, and the resolution will be maintained by the Document Custodianin
the Custody File.

Sellers are notrequired to prepare new assignments because of aname change.
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1.5 Third Party Compliance Oversight

1.5.1 Independent Auditors (I1A)
The Master Agreementrequires the Sellerto submit copies of its annual financial statements, audited by
an independent certified publicaccountant oran independent publicaccountant (both referred to as an
IA), within ninety (90) days following the end of the Seller’s fiscal year.
Pursuantto the Custodial Agreement, each Document Custodian also becomes subjecttoan IA
compliance audit. Thisauditincludes areview of the operations and records of each Document
Custodianinaccordance with the compliance tests required by each Document Custodian’s primary
regulation.
The lA report on compliance testingincludes all items of noncompliance thatthe IA has concluded are
material departures from FHLBI regulations or requirements.
The annual IA examination with respect to the Document Custodian can be performedineither, orboth,
of the two methods discussed below:
1. Multiple Auditor Approach
A Document Custodian may be tested for compliance with FHLBI requirements by an |A engaged by
each Sellerforwhich a Custodial Agreement exists. The IA contracts with a Seller, performs audit
proceduresonthe mortgage documentsrelated to thatSelleronly, andissues reports based onthe
results of those tests.
Under these circumstances, if a Document Custodian performs services for more than one Seller,
more than one IA may audit the mortgage files each year.
2. Single Auditor Approach
One A, engaged by the Document Custodian, performs one compliance review of all Mortgage
Documents held forevery Seller for which a Custodial Agreement exists. If aSelleruses only one
Document Custodian, it must be reviewed every year. If aSeller uses more than one Document
Custodian, all Document Custodians contracted by the Seller must be reviewed ata minimum of
everythree years.

1.5.2 Compliance Review Agent

The Custodial Agreement executed between a Document Custodian and a Seller allows FHLBI or an agent
of FHLBI to inspectand auditany and all records held by a Document Custodian relating to FHLBI’s
purchase of mortgages. FHLBI or its agentisresponsibleforthe following functions:

1. TestingSellerand Document Custodianrecords and procedures to determine whether they
conformto FHLBI requirements.

2. Followingthe completion of compliance testing, issuing corrective action letters to the Document
Custodian, withrelevant portions sent to affected Sellers.

3. Following up with Document Custodians and Sellersto resolvereported compliance exceptions.

4. Monitoring compliance with recertification deadlines and following up as necessary when such
certifications become past due. FHLBI or its agentis responsible for contacting Document
Custodians directly and scheduling periodic on-site compliance testing visits.

MPP Appendices 08-01-2016
FHLBI Page 25 of 31



Document Custodians are required to provide full cooperation during their compliance testing
and any subsequent follow-up contacts. Compliance testingis performed forthe sole benefit of
FHLBI and does not substitute forthe required annual IA examination described earlierin this
Section. FHLBI or its agent will meet with the Document Custodian at the end of an on-site
compliance test.
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1.6 Exhibit A

Form of Document Release

e,

Name of Document Custodian Date prepared by Seller/Servicer

In connection with the administration of the mortgages held by you in custody for FHLBI, the undersigned
Seller/Servicer requests the release of the mortgage documents described below for the reason indicated.
Alldocumentsto be released to the Seller/Servicershallbe held in trust by the Seller/Servicerfor the benefit
of FHLBI. The Seller/Servicer shall return the documents to the Document Custodian when the
Seller/Servicer’s need thereof no longer exists, except where the mortgage is paid in full or otherwise
disposed of in accordance with the MPP guide and Document Custodian Manual (Appendix A).

Mortgagor Name, Address, and Zip Code Master Commitment Number

Loan Number (asinputin LAS)

Reason for Document Request Expected Return Date Settlement Date
Enter Reason Code fromlist below:

Reason Codes
1. Mortgage PaidinFull
2. Foreclosure
3. Substitution
4. Otherliquidation
5. Non-Liquidation

Authorized Signature of Seller/Servicer Name of Seller

Document Custodian: You acknowledge, by yoursignature below the execution of the above request. You
must retain this form foryour file in accordance with the terms of the Document Custodian Manual. A copy
of thisform, signed and dated by you, shall also be given to the Seller/Servicer.

Authorized Signature of Document Custodian | Document Custodian Number | DocumentRelease Date

Return of Released Documents
All documents released have been returned

Authorized Signature of Document Custodian | Date Returned
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Appendix B: MPP Delivery Fee Schedule

The followingisaschedule of all delivery fees charged forthe Mortgage Purchase Program. Be sure to refer
to your Master Commitment Contract (MCC) which may restrictthe delivery of loansin some of these

categories. These feesare netfunded from the settlement proceeds and reflected on the Funding Schedule
in LAS.

Cash-Out Refinance Fees

Loan to Value (LTV) Fee
<75% LTV None
75.01%-80% 0.25%
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Appendix C: Remittance Template

Remittance Template used to submit monthly remittance datato the Master Servicerin Excel formatas
referencedin Section 17.1of the MPP Guide.

Appendix C
Maonthly Remittance File Format
Including Field Descriptions
Column: A B C D E F G H J
Sched/Sched Sched/Sched Only. |Sched/Sched
Only. Leave blank for Only.
Leave blank for  |Actual/Actual Leave blank for
ActualiActual loans Actual/Actual
loans loans
Data Servicer Loan |Actual Interest Standard FNMA |Payoff/Charge  |Net Interest For S/S enter the For SIS enter the For SIS enterthe  Loan Due Date  |Current Note
Description: Number amount collected |Action Code Off Date remitted - |scheduled Note Rate | scheduled P&I Scheduled Service |per Trial Balance |Rate per Trial
from borrower Coded Payoff |Use formatdd-  |(This amountis | for the next cycle Payment for the next  |Fee Rate for the  |Report Balance Report
(at Note Rate) and Charge Off |mmm-yyyy (ie. [interest less cycle next cycle Use format dd-
Loans required. |30-Apr-2016)  |service fee.) MMm-yyyy (ie.
30-Apr-2016)
Column SERVICER  |ACTUAL FNMA ACTION |FNMA ACTION |INTEREST ENDING ENDING SCHEDULED [ENDING ENDING DUE  |ENDING
Header: LOAN INTEREST CODE DATE REMITTED SCHEDULED NOTE |P&I PAYMENT SCHEDULED DATE CURRENT
NUMBER COLLECTED RATE SERVICE FEE RATE
RATE
Sample Data:
Column: K L M N o} P Q R S T
Sched/Sched Only. Sched/Sched
Leave blank for Only.
Actual/Actual Leave blank
loans for
Actual/Actual
loans
Data Ending Ending 100% P& |Ending 100%  |Fees remitted Total Principal | Current Service Fee |For S/5, enter the Beginning 100% For S/S, enter  |Total funds fo
Description: Participant Payment amount |Principal from Servicer  |Amount remitted | Rate per Trial Balance| ending Security Principal Balance |the beginning be remitted on
Principal Balance (Your share of  |(includes Report Balance Security Balance |the loan
Balance the fees) Curtailments and
Payoffs)
Column ENDING ENDING 100% |ENDING 100 |OTHERFEES  |PRINCIPAL ENDING SERVICE ~ [ENDING SECURITY  |BEGINNING BEGINNING TOTAL REMIT
Header: PARTICIPAN |P&I PMT %UPB REMITTED REMITTED FEE RATE BALANCE ACTUAL SCHEDULED
TUPB BALANCE BALANCE
Sample Data:
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Appendix D: External Resources

References

Available At:

A.M. Best's Insurance Reports

http://www.ambest.com/sales/BIR/

Appendix Qto Part 1026-Standards for
Determining Monthly Debtand Income

http://www.consumerfinance.gov/eregulations/1026-Q/2013-
30108 20140118

Comprehensive Environmental
Response, Compensation, and Liability
Act

http://www.epa.gov/laws-regulations/summary-comprehensive-
environmental-response-compensation-and-liability-act

Consumer Financial Protection Bureau

http://www.consumerfinance.gov/

Demotech, Inc.'s Hazard Insurance
Financial Stability Ratings®

http://www.demotech.com/

Department of Housing and Urban
Development

http://portal.hud.gov/hudportal/HUD

Duff and Phelps Credit Rating Company

http://www.duffandphelps.com/

Fannie Mae’s Desktop Underwriter (DU)

https://www.fanniemae.com/singlefamily/desktop-underwriter

Federal DepositInsurance Company
(FDIC)

https://www.fdic.gov/

Federal Emergency Management
Agency (FEMA)

http://www.fema.gov/

Federal Housing Finance Agency (FHFA)

http://www.fhfa.gov/

Flood Insurance Rate Map (FIRM)

http://www.fema.gov/flood-insurance-rate-map-firm

Freddie Mac’s Loan Prospector (LP)

http://www.loanprospector.com/

Genworth Mortgage Insurance
Corporation

https://miservicing.genworth.com

Generally Accepted Accounting
Principles (GAAP)

http://www.fasab.gov/accounting-standards/authoritative-source-of-

gaap/

Lloyd's of London

http://www.lloyds.com/

Mortgage Guaranty Insurance
Corporation (MGIC)

https://mgic.com/servicing/index.html

Moody’s Investor’s Service

https://www.moodys.com/

Mortgage ElectronicRegistration
Systems Inc. (MERS)

http://www.mersinc.org/

National Credit Union Administration
(NCUA)

https://www.ncua.gov/

National Flood Insurance Program (NFIP)

http://www.fema.gov/national-flood-insurance-program

Nationally Recognized Statistical Rating
Organization (NRSRO)

http://www.investopedia.com/terms/n/nationally-recognized-
statistical-ratings-organization.asp

Property Assessed Clean Energy (PACE)

http://www.pacenation.us/
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Regulation B Regulatory Disclosure

http://www.consumerfinance.gov/regulations/disclosure-and-
delivery-requirements-for-copies-of-appraisals-and-other-written-
valuations-under-the-equal-credit-opportunity-act-regulation-b/

Regulation ZRegulatory Disclosure

http://www.consumerfinance.gov/regulations/

RESPA Regulatory Disclosure

http://portal.hud.gov/hudportal /HUD?src=/program offices/housing
/rmra/res/respa hm

Risk Management Solutions (RMS)

http://www.rms.com/

Special Flood Hazard Area (SFHA)

https://www.fema.gov/special-flood-hazard-area

Standard and Poor's Ratings Direct
Insurance Service

http://www.standardandpoors.com/en US/web/guest/home

TILA-RESPA Integrated Disclosure Rule

http://www.consumerfinance.gov/regulatory-implementation/tila-

respa/

Requestfor Transcript of Tax Return IRS
Form 4506-T

www.irs.gov/form4506t
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