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_____________________________________________________________________________  

May 19, 2025   
Mortgage Late Payments, Charge-Offs, & Collections Cheat Sheet  

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.  

  

Loan Type  
One 30-day 
Late 
Allowed?  

One 60-day 
Late 
Allowed?  

Multiple 
Lates 
Allowed?  

Manual 
Downgrade 
Trigger  

Charge-Offs 
Requirement  

Collections 
Requirement  

FHA  
Yes, on DU 
A/E only   

Yes, on DU 
A/E only  

  

Limited (2+ 
will require 
manual 
underwriting)  

Three or 
more 30-day 
lates or one 
60-day late in 
last 12 
months, 
especially 
mortgage 
lates  

No payoff 
required 
unless 
disputed or 
impacting 
title  

Payoff 
required only if 
individual non-
medical 
collections 
exceed $2,000 
OR use 5% 
payment in 
DTI  

Conventional 
(DU)  

Yes 
(evaluated 
case-by-
case)  

Rarely 
(depends on 
AUS 
findings)  

Multiple lates 
may prevent 
DU approval  

Determined 
by AUS 
findings  

No payoff 
required if 
charged-off  

Significant 
collections 
may require 
payoff or 
written 
explanation  

VA  

Yes (one 
often 
acceptable if 
DU A/E)  

Yes (must 
be isolated 
and well-
explained 
only if DU 
A/E)  

Pattern of 
lates strongly 
discouraged  

Manual 
underwriting 
if poor credit 
history 
combined 
with weak 
residual 
income or 
late housing 
payments  

Payoff 
required at 
UW 
discretion  

May require 
documented 
resolution plan 
for large or 
recent 
collections  
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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)  

  

• 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.    

  

• 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)  

  

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

  

  

 


