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This guide outlines the feasibilities of late payments, charge-offs, and collections for FHA,
Conventional (DU), and VA loans, including triggers for manual underwriting and requirements for

resolution.
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Quick Notes

. Automated Underwriting System (AUS): Approval from Desktop Underwriter (DU),
Loan Prospector (LP), or Guaranteed Underwriting System (GUS) may override manual
underwriting rules, allowing acceptance of late payments. (Other reasons may cause a manual
downgrade)

o Manual Underwriting: For FHA, VA and USDA loans, manual underwriting requires
detailed review of rental history, compensating factors (e.g., strong reserves, low debt-to-
income ratio), written explanations for lates. and DOCUMENTED extenuating circumstance
when required.

o Disputed Accounts: For FHA, must be paid off or removed from credit report prior to
underwriting to avoid manual downgrade. (a new In File credit report is required; credit
supplement is not sufficient)

o Medical Collections: Generally excluded from consideration across all loan programs
unless exceptionally
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