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What to know about VA Manual UW

SUMMARY:

When scoring a DU Refer or the underwriter has determined another reason for a
manual downgrade, in addition to the standard documentation requirements,
borrower will need to provide additional documentation.

KEY DETAILS:

Manual Documentation requirements:
24 month housing history (or rent free letter)
Written VOE (for all W2 employees)
2 month bank statements (when assets are required)
LOX for all derogatory credit
Residual at 120% of the state requirement

DTI:

Although most lenders follow the General rule is 50% VA does not have a
maximum DTI requirement in place. We may exceed 50% when the loan
demonstrated compensating factors which will be reviewed and approved by the
underwriter. See page 2 for a list of compensating factors per VA Chapter
4.10d or go to https://benefits.va.gov/warms/pam26 7.asp and go to

Chapter 4.10.d

MLBWHPPLESALE

aking Lives Better 1


https://benefits.va.gov/warms/pam26_7.asp
https://benefits.va.gov/warms/pam26_7.asp

COMPENSATING FACTORS:

d. Compensating factors may affect the loan decision. These factors are
Compensating  especially important when reviewing loans which are marginal with respect to
Factors residual income or debt-to-income ratio. They cannot be used to compensate

for unsatisfactory credit.

Valid compensating factors should represent unusual strengths rather than
mere satisfaction of basic program requirements. For example, the fact that
an applicant has sufficient assets for closing purposes, or meets the residual
income guideline, 1s not a compensating factor.

Valid compensating factors should logically be able to compensate (to some
extent) for the 1dentified weakness in the loan. For example, significant
liquid assets may compensate for a residual income shortfall whereas long-
term employment would not.

Compensating factors include, but are not limited to the following:

» excellent credit history,

« conservative use of consumer credit,

« minimal consumer debit,

» long-term employment,

» significant hiquid assets,

» s1zable downpayment,

» the existence of equity 1n refinancing loans,
» little or no mcrease in shelter expense,

» mulitary benefits,

» satisfactory homeownership experience,
» high residual income,

¢ low debt-to-income ratio,

o tax credits for chuld care, and

» tax benefits of home ownership.
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