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Reasons for Manual UW
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1) Received AUS Refer, or
2) Downgraded to a manual underwrite due 
to circumstances within the loan



Reasons to be Downgraded
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• Information is provided that cannot be evaluated by TOTAL Scorecard which 
affects the overall insurability of the loan

• Borrower has $1,000 or more collectively in Disputed Derogatory Credit Accounts

• The date on the Bankruptcy documents is within 2 years of the case assignment

• Borrower has a Pre-Foreclosure Sale (Short Sale) or Deed-in-Lieu within 3 years 
of the case assignment

• The Mortgage Payment history requires a downgrade

• The Borrower has undisclosed mortgage debt with delinquent payments

• Business income shows greater than 20% decline over the analysis period

UW must fully analyze and document the loan file with their approval. 



Acceptable Reasons

• Serious Illness
• Death of a Wage Earner
• Identity Theft
• Loss of job

Unacceptable Reasons

• Divorce
• Quitting a job
• Inability to sell a 

property due to job 
transfer or relocation

Extenuating Circumstances

PLEASE NOTE: There are no cases of always or never. FHA is looking for evidence 
that these reasons were for something that was beyond the borrower’s control.
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Mortgage Payment History
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Disputed Derogatory 
Credit Accounts
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What a Disputed Derogatory 
Account is?

• Disputed Charge Offs

• Disputed Collection Accounts

• Disputed Accounts with LATE 
PAYMENTS in the last 24 months

What is NOT considered a 
Disputed Derogatory Account?

• Disputed Accounts on a Non-
Borrowing Spouses Credit Report

• NON-DEROGATORY Disputed 
Accounts

A mortgage must be downgraded to a refer if the credit indicates the 
borrower has $1000 or more collectively in disputed derogatory accounts 

If a borrower undergoing a manual underwrite has collection accounts or charge off 
accounts on their credit, they must provide a letter of explanation for EACH collection 

and charge off account and provide documentation to support their letter.



Acceptable Payment History
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Acceptable Payment History

For Mortgage Professional Use Only



Documenting 
Compensating Factors
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Documentation Required 
for Manual UW
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• Verification of Rent or Mortgage, or 
• Living Rent free letter from the property owner where the 

borrower is currently living
• If the DTI is at or below 31/43

• 1 month of reserves is required on all 1–2-unit properties
• 3 months of reserves is required on all 3–4-unit properties

• If the DTI exceeds 31/43, additional reserves will be 
required as a compensating factor



Pitfalls
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ATTEMPTING TO USE 
GIFT FUNDS FOR 

RESERVES

NOT FULLY 
UNDERSTANDING 
WHAT MINIMAL 

INCREASE IN HOUSING 
PAYMENT MEANS

NOT PROPERLY 
CALCULATING RESIDUAL 

INCOME
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How to Become an Approved Broker?
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How to Become an Approved Broker?
Our Website: myndm.com

Send Forms once complete to:
ApprovalDesk@myndm.com
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