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LEGAL DISCLAIMER MGIC

The materials included in this presentation are intended for general information only. This
presentation is not intended to be complete or all-inclusive regarding the matters discussed
herein, and nothing contained in this presentation is intended, or should be relied upon, as legal,
accounting, compliance or other professional advice.

Although MGIC believes the information set forth in this publication is generally accurate, the
information may be outdated due to the rapidly changing nature of the residential mortgage

industry, and MGIC does not warrant the accuracy, reliability or completeness of any information
contained in this publication.

The information in this publication is culled from a variety of business and mortgage industry
sources. Attribution is given where deemed necessary. Opinions and insights expressed herein do
not necessarily represent the views of MGIC.



MGIC

WHO WE ARE & WHAT WE DO

In 1957 Max Karl founded the modern Ml industry and MGIC in
Milwaukee, WI. The nation’s oldest private mortgage insurer. We've
been serving Puerto Rico mortgage insurance needs for the last 36
years, since 1990.

Take first-loss credit position on low down payment residential
mortgages.

Reduce cost for borrowers and promote risk-sharing compared to FHA
product.
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How Do Borrowers
Qualify for MI?

o The Four Cs
o Credit
o Capacity
o Capital
Collateral




DU Approve/Loan Product Advisor

95%%* - Primary
90% - Second Home

Primary Residence, 1 to 2 units

Second Home, 1 unit

45%

As allowed by DU or Loan Product Advisor
Minimum Credit Score **

Affordable lending for Puerto Rico - Conforming

2\
O

2/

Overlays are subject to MGIC underwriter
discretion (exceptions are monitored).

*97% LTV is acceptable for a financed
single premium (first time homebuyers).

**The lowest of all Borrower Indicator
Scores - the lower of 2 or the middle of 3
credit scores for each borrower.



Non-Go! (Non conforming)

Standard Underwriting Criteria

Forloans not eligible for Puerto Rico MGIC Gol Streamlined MI.

Standard loans are considered under the fulfillment of the manual

analysis of the case and based solely on the applicability of our credit
guides.

Non-Go! = Cases according to the requirements of the MGIC Credit
Policy

All credit and reserve requirements apply without exception for DU
results.

There are differences in the analysis of condominiums and their
requirements.
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CONDOMINIUMS
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This Photo by Unknown Author is licensed under CC BY-SA



https://commons.wikimedia.org/wiki/File:Optima_Condominium.jpg
https://creativecommons.org/licenses/by-sa/3.0/
https://creativecommons.org/licenses/by-sa/3.0/
https://creativecommons.org/licenses/by-sa/3.0/

Condominium project review - Primary residence

Project must be eligible for MGIC in PR (must call to validate with office)

Condominiums must have separate rooms for living and sleeping
All condaminium units must have at least one owned or assigned parking space, or condominium projects must have

at least one parking space per unit

MGIC condominium maximum project exposure: 33% of sold units
All properties must be constructed using reinforced concrete walls and concrete slabs

Minimum 400 sguare feet of living area for attached housing units

Ineligible: Manufactured homes, nonwarrantable projects, investment properties, 3- to 4-unit properties, co-ops,
wood-and-zine-constructed properties: studio or efficiency apartments
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Second homes occupancy

- Eligible properties must:
- Have the intended use and enjoyment for the exclusive benefit of the homeowner

Hawve full kitchen facilities with standard-sized appliances

Be outside the geographic location of the primary residence

Have separate rooms for living and sleeping

Have no lock-out bedrooms
- Mot be part of a rental pool agreement

= All condominium units must have at least one owned or assigned parking space, or condominium projects must hawve
at least one parking space per unit

= MGIC condominium maximum project exposure: 33% of sold units
= All properties must be constructed using reinforced concrete walls and concrete slabs

= Minimum 500 square feet of living area for attached housing units

- Ineligible: Manufactured homes, nonwarrantable projects, investment properties, wood-and-zinc-constructed
properties; studio or efficiency apartments
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Condominium evaluation

4 h

For MGIC Go! Applications we accept:

\_ W

e Short form with limited review, lender compliance.
e Full form or FNMA CPM certificate.

N

MGIC condominium questionnaire is the

required document for mortgage insurance

submission effective June 1, 2017 on Non-Go!
\Applications.

W
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New Condominium project form

Form 1076 &) Fannie Mae

Condominium Project Questionnaire

ADDENDUM ADDED DECEMBER 2021

Instructions
Lender: Complete the first table below and enter the date on which the form should be returned to you.

Homeowners’ Association (HOA) or Management Company: This form has been sent to you on behalf of an individual seeking
mortgage financing to purchase or refinance a unit in this project. The mortgage lender needs this information to determine the
eligibility of the project for mortgage financing purposes. Complete and return this form by to the lender listed
below. Questions about this form should be directed to the lender contact. e

Lender Name: Lender Phone Number:

Contact Mame: Lender Fax Mumber:

Lender Address: Lender Email Address:



Condominium Questionnaire - Non conforming

Condominium Questionnaire for Conventional Loans M( I(
Cuestionario de condominio para préstamos convencionales

Project Name: [ Project Address:
Mombre del proyecho Diiraccion del proyecio:
Management Co.: Contact Name:
Adminisfracion: Mombre de confach:
Phone: Email:

Telefono: Comeo elecionico

We've been asked to finance a residential loan in your condominium project. s required that we obtain the following information regarding
the project in order to comp lete our review.

Zz nos ha solicizdo financizrun présfamo residencia/ en sy propecio de condominio. E3 necessno que recopilames Iz siguiznfeinfomszcion sobre sy
proyecfo pars complefar nuestrs revEion.

1. Howwould youidentify this project? Select one.
gﬂmm{i‘i:mriaesg pmjeﬁl:ﬁ' Selenoone uno.
O Proposedconstruction (Mew development, no construction hasbeen started)
Fropuessfa nuewo des . o 52 ha comenzado ninguna consfrccion)
O Under construction (New development, not completed or completed but less than 1 year old)
En consfruccion {nueyodesarol no s2 ha feminado [3 consfruccbn o 52 ferming pero fizne menos de 1 aio de anfigiedad)
O Existing project (Fully completed and over 1£earu4d]
Froyecio exastents (femminado y fiens alrededor de 1 ano de anfigiedad)
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CHANGES ON CONDOMINIUMS REQUIREMENTS NMGIC

GSE Condominium Project Standards Updates
= Expansion of Waiver,/Exempt of Project Review
o Ol Limited to 2-4-unit projects
o Mew- Up to 10 units, >-10~unit projects may have additional requirements
« Retirement of PERS Review requirements for new projects with attached units in Florida
o Old: PERS Review required
o New: Lender full review
« Retirement of Investor Concentration Limits for Established Projects
o Old: Limited to 50% for investment property transactions
o New:- No limit
« Retirement of the Limited,/Streamline Review process
o Old: Allowed for established projects that met LTV restrictions
o Mew: Effective Aug. 3, 2026, projects require lender full review or it applicable, meet Waiver,/Exempt of Project Review
s Enhanced Reserve Study in lieu of Replacement Reserves requirements
o Old: Allowed any allocation method
o Mew. Effective Aug. 3, 2026, remains allowable, however limits the allocation methods utilized
s Increased Replacement Reserves requirements
o Ol Minimum 10% of annual budgeted income
o New: Effective Jan. 4, 2027, minimum 15% of annual budgeted income

As a reminder, MGIC Standard follows Agency guidelines and Adency selling guide documentation requirements and these MGIC guidelines:

+ - MGIC maximum exposure: 33% of the total sold units in a project
o [neligible: Manufactured housing units




- Key Changes & Impacts

« Fannie Mae and Freddie Mac Condo & Co-op Guideline Updates

On March 18, 2026, Fannie Mae and Freddie
Mac announced new lending guidelines for condominium
properties.

These updates will be implemented according to the attached
schedule, with many changes taking effect immediately.

Key Changes
- Expanded eligibility for association insurance coverage
- Revised investor ownership thresholds

» Introduction of a waiver of review for
eligible condo projects with fewer than 10 units

- Elimination of mandatory PERS review for new
condominium projects in Florida



+ Underwriting Impact
* Removal of the “Limited Review" process
» Mandatory “Full Review" for all condo loan underwriting
« Expected increase in underwriting timelines
* Potential impact on project eligibility due to required budget reviews

+ Upcoming Financial Requirements
' P J g

* Increase in required budgeted reserves from 10% to 15% of operating
budgets, effective January 4, 2027

+ Condominium associations will need to adjust annual budgets accordingly

* Reserve Study funding requirements now mandate use of the highest
recommended funding plan provided by the Reserve Study professional




Full Review Required for

All Condo Loans

» Elimination of Limited Review Underwriting Full Review Required

» The Limited Review underwriting process for condominium loans will expire for All Condo Loans
on August 3, 2026

+ All condo loans will be required to undergo Fannie Mae Full Review
underwriting

« Currently, approximately 65% of condo loans are processed using Limited
Review

» Impact of Limited Review Removal

- Permitted Limited Review previously loan approvals without evaluating the
association’s operating budget

» As a result, loans were approved in properties that may have had
 Insufficient reserves (below the 10% threshold)
« Non-compliant special assessments (ldentified through the budget

review process) 4 65% A z
- Unaddressed critical repairs or deferred maintenance issues (ldentified o I e~
through the budget review process) Bl INPACTED STRONGER COMMUNTIES
« Key Change Under Full Review e
« Operating budgets will be fully analyzed, including reserve funding and @ ﬂﬂﬂn u’/ll @

STRONGER HEALTHIER FINANCIAL FROTECTING

financial stability ASEMANGEONEN  COMMNITES SWBLTY  BORROVLRSLAVESIOS



Reserve Increase from 10% to 15%

STRONGER RESERVES

EFFECTIVE JANUARY 4, 2027

Ll ..||-.J. JPam g fi

|
—

EFFECTIVE |
JANUARY §

4

) 2027

HIGHER MORE PRECISE ~ HIGHER RESERVE BUDGET
RESERVES FUNDING REQUIREMENTS PLANNING

- Effective January 4, 2027

« Condominium associations will be required to maintain a minimum 15%
reserve allocation within their annual operating budgets.

* Reserve Studies may be utilized to establish a more precise and
defensible funding requirement, ensuring compliance while aligning
contributions with actual property needs

* |mpact of Increased Reserve Requirements

« Higher capital reserve requirements will lead to increased monthly
maintenance costs for unit owners

« Condo associations operating on mid-year budget cycles will need to
revise budgets in advance of the new guidelines

* Association management advising condo boards of required funding
Increases

« Luxury condo properties, normally minorly impacted from agency lending
compliance requirements, are aligning operational documents, insurance
policies, and reserves with agency requirements to ensure jumbo and
portfolio mortgage lending availability

* Increase in non-warrantable condo lending expected as compliance is likely
to take time to implement Z CondoTek



Reserve Studies Funding Plan

Method & General Acceptance

* Reserve Studies — Agency Considerations
» Generally accepted by Fannie Mae and Freddie Mac
« Valid for up to 36 months
» 30-year funding plans are preferred

» Associations must utilize the most conservative (highest) funding
recommendation outlined in the study

« Baseline funding plans are not acceptable

» Lender & Compliance Value of Reserve Studies

* Professionally prepared Reserve Studies strengthen lender review and
approval outcomes

* Recent on-site inspections provide critical insight
into component condition and capital needs

« Well-funded associations can demonstrate compliance—even when
recommended contributions are below the 15% threshold—if
supported by a credible Reserve Study

 Eligibility Update
* 15% Reserve Funding or a Reserve Study
* GSE’'s Will Accept The Lesser of the 2

RESERVE STUDIES
FUNDING PLAN &
GENERAL ACCEPTANCE

44 P BRE T
18 - T "
.l ‘. ! e e ]
4 | : E B =" i -
| i | . (L= o T
¢ F S il v

Y

EILERARERLN

S RESERVE Eadmnas

T REQUIRED

§  FUNDING
PLAN

ACCEFTARL

® O @

AGENCY LENDER & ELIGIBILITY
CONSIDERATIONS COMPLIANCE VALUE UPDATE

Walid up to
36 months




Condo Projects Exempt From Review

CONDO PROJECTS .
EXEMPT FROM REV

2—4 Unit Condominium Properties Continue to be Exempt From Review

5—10 Unit Condominium Properties
« May be exempt from review, subject to eligibility criteria

_ ~ « Eligibility Criteria (Applies to Condo Projects with <10 Units)
L-all | » Not part of a master association

* No condotel or hotel-like usage

g » No manufactured housing (in most cases)

|.—__ 2 4 5 l[l | - . + No mat{?rial financial, struc_tural,or critica_l repair concerns
* Not designated as “Unavailable for Lending”

UNITS - UNITS
EXEMPT H%E‘E“?“E:EE ﬁiii - Effective Date: Immediate
Eligibility Update

a8 FROM REVIEW
@ @ @ . 9 + Critical Repairs and Deferred Maintenance Review Required for Both
2-4 Unit and 5-10 Unit Condominium Properties

HOT PART OF NO CONDOTEL N0 MANUFACTURED N0 MATERIAL NOT DESIGHATED
I MASTER Or HI]'I'El LIKE lIEllS‘IHi IIH MOST  FINANCIAL, STRUCTURAL,  AS “UNAVAILABLE

ASSOCIATION OR CRITICAL REFAIR FOR LEMDING™

CONCERNS




ILELLSCITH

Ivonne E. Rodriguez Colén
UW PR / Operations
Ivonne rodriguez-colon@mgic.com
1-800-611-6442
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