What is an ARM?

ARM stands for ADJUSTABLE RATE MORTGAGE (yes its yelling at you). This means the initial/start interest
rate has a fixed rate for a period of time. After that period of time the rate will adjust every six months for the
current ARM products. (5/6, 7/6, and 10/6)

Click link to view product description and underwriting guidelines,

Seller's Guide - Products (flagstar.com)

ADJUSTABLE RATE DETAILS

Interest Rate 5/ ARM: initial — 2% up/down; Subsequant — 1% up/down: Lifstime — 5% up
Adjustment Caps | 7/5 and 10v6 ARMS: initial - 5% up/down; Subsequent — 1% ug/down. Lifetime - 5% up
Margin See Price Ingication Sheet
Indox 30 Day SOFR (Secured Ovemight Financing Rate)

Interest Rate Floor | The interest rate floor ks equal to the margin

/8- The frsi change dale [s (he B0Th paymend due date. Thers (s a now Change Dale tvery
6 months thereaflor,

7/6 - The st change date is the B4th payment due date. There is a new Change Date every &
Change Dates” | s thereater

10/6 - The first change date is the 120th payment due date. There is a new Change Date

every 6 months thereafter
Conversion Option | MNone
Assumption Subject 1o condiions, fees and rate adjus iment

Negative Amortization | None

Features and benefits

o 5/6,7/6and 10/6
o Max LTV up to 95%
o Giftable down payment

o Blended ratios for non-occupant co-borrower

Eligible property types

o 1to4-unit properties
o Fannie Mae/Freddie Mac-warrantable condominiums
¢ Planned unit developments

o Modular Homes

[



o On a 5/6 ARM the first change rate will always be 2 + the current rate. The max rate it will ever
be is 5 + the current rate.

(Screenshot pending)
o On 7/6 and 10/6 ARM the first change rate will always be 5 + the current rate. The max rate
will equal the same.

7/6 ARM (Mortrac and P8)
Praduct Agency 746 SOFR

| Mortgage Product Agency /B SOFRARM "
10/6 ARM (Mortrac and P8)

Product Agancy 1098 SOFR

‘ Martgage P;gmt Agency 1076 SOFR ARM ARM
o The First change rate will always be 5 + the current rate. The max rate will equal the same.

Check the margin

o The first thing to check is the Margin! If the Margin is wrong, we do not purchase.,
o MARGIN must EQUAL 3% (this is subject to possibly change, but notification would be

provided)
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(D) Limits on Interest Rate Changes

Thereatter, my interest rate will never be increased or decreased on any single Change Date by more
{E percentage points ( 1,000% ) from the rate of interest | have been
paying for the preceding 6  months. My interest rate will never be greater than 7.625 % or less than 3,000 %.

temst rate | am required to pay at the first Change Date will not be greater than | 7.625% |  orless than
g



Check the dates

o Note shown below is a 10/6 SOFR ARM. You also want to check the change date on the
Note. Fora 10/6 ARM it would be 10 years from the first payment. First adjustment date is
determined by length of fixed period of an ARM loan.

o TI6°ARM- seven years from the first payment
o 5/6 ARM - five years from the first payment.

o Thisisa 10/6 SOFR ARM. First payment was 05/01/2022. First change would be
04/01/2032

3. PAYMENTS
{A) Time and Place of Payments
| will pay principal and interest by making & payment svery monin. This amao
1 will maka my Monthly Payment ontha  1st  day of each month beginning

v “Monthly
EU e
these payments every month until | have paid all of the Principal and interas! and any other charges described below
that | may owe under this Note. Each Manthly Payment will be applied as of its scheduled due date and will be appiled
1o inferest bedore the Principal, If, on  Aperil 1, 2053, | 5iil owe amounts under this Note, | will pay These amounis
on that data, which is callad tha “Maturity Data”

B

or al & different place If required by tha Note Holder

(B) Amount of My Initial Monthly Payments

Each of my mitial Monthly Paymants will be in the amount of US.  $2,374.36. This amount may change. This
paymant amount doas not Include amy proporty taxes, insuranes, of othér charges that | may be required o pay each mornth,

(C) Monthly Payment Changes

Charfiges in my Monthly Payment will reflect changes in the unpaid Principal of my loan and in the interest rale thal
| must pay. The Nota Holdar will daterming my new inerest rate and the changed amount of my Monthly Payment in
accordance with Section 4 of this Note,

i !.' Caae
!
|

; } vill make

4, INTEREST RATE AND MONTHLY PAYMENT CHANGES
(A) Change Dates

The initial fixed intenast rate | will pay will changs 10 an adusisbie imemnst rate on the 181 Pd April, 2032 I
and the adjustable intersst rate | will pay may changeon the 1st  day of the month every r. Each
date on which my adjustable interest rale could change is called a “Change Date”

First Payment Date: [05/01/2022 _

Matunty Date: 04/001/2052 |
Interest Paid To Date ﬁi’ﬁ! f2022
Mext Papment Date: 05/01/2022



Compliance Testing

o For the Compliance testing tab in the final disclosure screen above the HMDA and Date test
the correspondent index will be recorded using the ARM details tab if not completed already.

Correzpondenl indem| 0080 Conesponda [rndex Dyvemds: | 0.060

= Loan | — Loan ARM Lender Wire e :
= Infe | — Dates & Digtails a o Irstructions EBticenses ] T e Oipions
Interest rate: 2625 Margin; 3.000 Indes: (048 Max Rate: 7625

& When testing the loan for TILA... enter the index. We can do a 45-day lock back from the
Mote date. If the loan was locked and locked within 45 days. You can find the index the
lender used typically on their rate lock agreement in P8, their own compliance testing or the
lenders amortization schedule.

o Example 1: In this case when we calculate the new interest rate at the 121 payment
(First change date) we will add the Margin plus the index 3 (margin) + .050 (index) =
3.050. We will round down to 3%

o Example 2: 3 (margin) + .115 (index)= 3.115 round up 3.125. You round to the
nearest .125.

o
ARM
12t Cap: 5.000%
Tat Adjust Months: 120
Adj. Cap 1.000%
Adj. Months: &
Index; 0.050%
Margin: 3.000%
Cailing T.625%
Floar: 3.000%

o Example of Lenders Amortization schedule
o 10/6ARM



GENERAL LOAN PARAMETERS:
Sales Price;  NIA

Origimal Value: - 345,00000

Originad Pringipal Balance. 241,300.00
Term/Amortization: 3601360 Months
Loieal Interest Rare: 2875

Tnterest Only: N/&

First Payment Date;  MAY 1, 2022
Interest Change Date: APRIL 1, 2032
Payment Change Date:  MAY 1, 2032

o 7/6 ARM

GENERAL LOAN PARAMETERS:
Sales Price:  705,000.00

Original Value:  705,000.00

Original Principal Balance: 528,75000
Term/ Amortization: 3601360 Months
Imifial Interest Rate: 3625

Interest Only. N/A

First Payment Date;  MAY 1, 2022
Interest Change Date: APRIL 1, 2028
Payment Change Date:  MAY 1, 2028

Margin: 3000

Current Inder;  0.050

Ceiling (Max.) Rate; 7873

Floor (Min,) Rate, ~ 3.000

First [nterest Change: 120 Maonths

First Interest Cap: - 5,000 -

Subscquent Interest Change Perind: 6 Months
Subsequent Rate Cap: 1000

Life-of-Loan Cap: 5000

Margm; 3000

Current Index: 0050

Cetlng (Max.) Rate: 8625

Floor (Mm.) Rate: ~ 3.000

Firdt Interest Change: 84 Months

First Interest Cap: ~ 5.000

Subsequent Interest Change Period: 6 Months
Subsequent Rate Cap: 1000

Life-of-Loan Cap: ~ 5.000
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Example of a correct Note

FIXED/ADJUSTABLE RATE NOTE

[ -clary Avermgs SOEN inoey (A Pubiished iy the
Fakeral Aasarss Bank of My York) - Rate Caps)

THES ROTE CONTAINS PROVISIONS ALLOWING FOR A CHANGE IN MY FIXED INTEREST RATE TO AN
ADJUSTABLE INTEREST RATE. THIES NOTE LIMITS THE AMOUNT MY ADJUSTABLE INTEREST RATE
CAN CHANGE AT ANY ONE TIME AND THE AMINIBUM AND MAKIMUM RATES | MUST PAY,

March 14, 2022

Califgrnia
[Hote Dats] [Brane of Exscution]
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3 PFAYMENTSE

(A} Time and Fecs of
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(B} Armaunt of My inftlal Monihly Pagmenis

Each of oy mitisl Monthly Payrests vwall be in @ oamouni of U5 BEIT48. Thm prourd may chenges . Ths

e DS DO Enchue arvy DROQerTy e, i 0, OF TPt Charas Thad | mey e el io Qi sach ot

{C] Blonthly Payrmmnd

Chaengpies in oy Monindy Paymanl will refiec changes @ s unpeed Principel of my e Snd e aioses] e e
I el pay T Mote Holder Wil gelsrming my M intemel e and e changed smount of my Moty Paymment
ACODMUENCE WM SE080N £ Of IS Mo

i, INTEREST AATE AND MONTHLY PEYMENT CHAMGES
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The Note Holder will then determine the amount of the Monthly Payment that would be sufficient to repay the unpaid
Principal that | am expected to owe at the Change Date e iew interest rate in substantial
payments, The result of this calculation will be the new a 0205+ =T 8

(D) Limits on Interest Rate Changes _

The interest rata | am required to pay at the first Change Date will not be greater than 7.625%  or
3.000 %..._ Thereafter, my interast rate will never be increased or decreased on any single Change Da

than ONE percentage points ( 1.000% ) from the rate of interest | h
paying for the prec interest rate will never be gre, ~tthan 7.625 % or less than 3
(E) Etfective
My new inte ive on each Change Date. | will ount of my new Monthly Payment
beginning-on the fi after the Change Date up* ™ qgain,
(F) Notice of Changes

The Note Holder will deliver or mail to me a notice of any che
interest rate and of any changes in my adjustable interest rate beforé e emecuy
include the amount of my Monthly Payment, any information required by law m ha ghren m me and also the htle and
telephone number of a person who will answer any question | may have regarding the notice.

(G) Replacement Index and Replacement Margin



(8]

Example of incorrect Note

Margin should be 3% however note is showing as 2.750%

WA T ITUGA: TG TIWGA B WANTDTITY U TG WY D Foucial Nnoeoiy

available as of the date 45 days before each Change Date is called
Is less than zero, then the Current Index deemed to be zero
If the Index is no longer available, it will
(C) Calculation of Changes
Before each Change Date, the Note Holder new interest rate by adding TWO AND THREE-
FOURTHS . percentage points( 2760% ) (the "Margir') to the Current Index, The Margin may
change f the Index is replaced by the Note Holder in accordance with Section 4(G)(2) below. The Note Holder will then
round the resull of the Margin plus the Current Index to the nearest one-gighth of one percentage point (0.125%). Subject
o the limits stated in Section 4(D) below, hsmnﬁadamnuntmilbamnm interest rate until the next Change Date.

O TLR. DTS DI TELETIL NIJGA Yaue

 provided that if the Current Index
~ fcalculating my interest rate.
n4(G) below.

MULTISTATE FIXED/ADJUSTABLE RATE NOTE - 30«tay Average SOFR - Singl Family
Fannie Mao  Freddie Mac Uniform Instrument Form 3442 04720
ICE Morigage Technology,inc. Pane 1 nfd FMONOT (420



Beta checklist Questions for note and rider

4. ADJUSTABLE INTEREST RATE AND MONTHLY PAYMENT CHANGES
A {A) Change Dates _

The natial faed meres rte! [ will pay will change o an adjusinble interest rate om the firm day of
FEBRUARY, Z022 . and the sdjustable irderest rate | will poy may change on that day every 12th
Y thareafier. T danssn which my inithal fixed interest rate changes to an adjustsble interest raie, and cach date
on which mry adjustsble interest rate could change, is called & *Change Dute.”

(B) The Index

Beginning with the first Change Date, my adjustable interest rate will be based on an Indew.  The “Tndex® s
the average of interbank offered rates for oee-yenr LS, dollar-denominated deposits in the London market
("LIBOR" ), &8 published in The Wall Sovef Jowrmal The most recent indes value avaiisble s of the date 45 days
before easch Change Dute is called the "Current Index,” provided that if the Current Index is less than zero, then the
Current Index will be deemed 1o be zero for purposes of calculsting riry imerest rate.
ll’ﬂnbde:umwmu*. thHﬂhﬂMe:mMMhbﬂlwm

D :r:: r.-lmumﬂﬂm;u

Before each Change Date, the MNote Holder will caloulale mvy new interest riie by adding TWO AND
AS0/1000 PEIRsTHAgE pount | 2.4509% o E
10 it Current Index. The Note Holder will then round the result of this addition o the nearest one-cighth of one
percentage point (0. 125%), Subject to the limits stated in Section 4(D) below, this rounded amount will be my new
interest rate unitil the next Change Date.

The Note Holder will then defermine the amount of the monthly paymend that would be sufficiend io repay the
unpaid principal that | am expected 1o owe ot the Change Date in full on the Maturity Date si my new inlerest rate
in substantially cqual payments, The result of this calculation will be the new amount of my monthly peymenl,

B&C The interest rate | am requirad to pay at the first Change Date will not be greater han xxx% of less than xof%.
Em.wmmmﬂnmhwwm-MquHMMWMm

two percantage points om ihe rate of interest | have baen paying for the preceding 12 manths. ' My interast rate wil
newer e greater than ¥ ax% or sss than the Margen,

(E} Effective Date of Changes

My new imterest rate will become effective on each Change Diate. | will pay the amount of my new monthly
payment beginning on the firet monthly payment dute sfier the Change Dute until the amount of my monthly prymment
changes again.

(F) Notice of Changes

The Note Holder will defiver or mail 1o me 2 notive of any changes in my mitial fined intercst rate & an
adjiustable interest rate and of any changes in my adpuitable interest rate before the effective daie of any change, The
notice will include the smownt of my monthly payment, any information required by law to be given in me and also
the tithe and iefephone number of a person who will amswer eny question | may have reganding the notice,

5. BORROWER'S RIGHT TO PREPAY

1 have the right to make payments of Principal st any tme before they are due. A payment of Principal only
is knowm as & " Prepayment.” When [ make & Prepeyment, T will scll the Nowe Holder in writing thar T am doing so.
1 may not designate & payment as & Propayioent if | have not made all the monthly payments due under this Note.

I may make a full Prepayment or partial without paying amy Prepayment charge. The Note Holder
will use my Prepayments to reduce the smount of Principal that | owe under this Mote. However, the Note Holder
may spply my Prepayment 1o the scorued snd unpaid interest on the Prepayment smournd before applying my
Prepayment to reduce the Principal amount of this Note. I 1 make a partinl Prepwyment, there will be no changes
in the due dates of my monthly paymesnts unless the Noie Holder agrees (n writing to those changes. My partial

10




ARM Note & Rider Checklist questions

Dises first changes dale match Morac? (PS - Pachags Raium)

Firal chisnge dite on Nols [ dosd nel malch syslsm [} Flegals
ieabe 1o purchage loan. [Rel memo #16114)

aThis is e month & yead he ioan sdjusls for e 18! e

A

Example: 5/1 ARM 1t payment date = 31717, 18l
adpustment date will be 203722

Verteage an e nods gl gersraly mad 2a * The initis] Maed interest rate | will pay will change o an adjusiable inleras] rate on
ithe first day of MONTH. YEAR_.*

Does e bl change rale (ncrease maich MowacT (P5 -
Packape Retum)

Firal Changs Rale Incréasé on Nolé [] doés nod malch systéem
{}. Flagatar unable o purchass oan, (Rel memo £14114)

e This is Ihe inltialsiart interest rate % PLUS firat
adjusiment cap UP %

[Exsenple: 3 75% (Irnitaiistart rals) + 5% {181 change cap) »
8 75%, herafare the most the rate will incresss (st the 151
adjustmentichange | s §.75%.

Varbiage on the nots wil generally resd sa The interes! rate [ am r

Dioes The it change (8le deceass malch Monrac? (PS -
Packape Retum)

eguired o pay &f the frsi Chamge Date will nol be gredder

#Thet ls the InltUalstan interest rate % MINUS first
adjustment cap DOWN %. Safe cannol be fower thap
imargin (2 25%) at any sdiustment

Firal Change Rale decredse on Nobe (] does nol match system
{}. Fisgstsr unable 1o purchade ban. (Rel memo #14114)

Examphe 1: 3.75% (initmbstan rade) - 5% {181 change cap) =
1.25%,  ihesafors lowost rate posaible (al the 181
adjustmentichange) will be 2.26% (margin,

Exarmiple 2: 5 25% |nilalatand rabe) - 2% (15l changs cap) =
Irerofone bowedl rale possible{at the Tal
sdjusiment/change ) wiil be 3 28%.

C

5, PE%

Vierbage on I node will generaly read a1 The inferest rate | am reguired 10 pay af the frst Change Date wiill not be greator
than X X% or leas than X X00%. .~

Mawgin on MNose (| does not match system (). Sent to
m ermen] for Lifthei review [}

CATISANS AAIgn on nmmmna:w s&i I Sysiem
Disfinion’ Tris ia the amoid thal & sdded o the index o
establsh e nlereg rale on each sdusimen! dale. 8 sulject

b iy Wrndations on e rbdee sl rale chiangs.

Verbiage on the nole will ganeraly resd 52 “Before esch Change Dale the Nobe Holder will calculate my new inferes! rate by

IO

Does the subneguen] cay mntch Mortrac? (PS5 - Package
Relum )
Sulvssquent cap on Note () does not mslch syeem (). Flagstar
unabile 1o purchass loan (Ref memo #14114)

fo the current index. "
wThes & maximurm % the rate can increase or decrease,

Exampis: 5.50% (cument rate | «2% =T 50% Exampled:
5.50% (currend rele) -2% = 1 50%

Varhisgs on the node will peviarely mad as “Therealfter, my sdjustable infereal rade will never be increassd or docreased an any
simgle change date by more than 2%."

Do e e cip mabch Morrie? [PS - Package Retrn )

Life cap ah Nols {j doss nol malch system {j. Fisgstar unabis
o prurchase loan (Ref memo 814114}

#This is ihe maximum % the rale can incroase over The lile

Ensmply: 1 T5% (inisslisteet mde) « 5% |14l change cap) =
A TE%, thersfore the most the rate will incresss (over the

F

Hie of loan] ks B.75%

Vertiage on e nofé will generaly reésd &1 "My intereat rate will never be gresier than x xx% or less than the Margin. "
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