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CHAPTER 10: CREDIT ANALYSIS
7 CFR 3555.151

10.1 INTRODUCTION

To be eligible for a guaranteed loan, an applicant must

a credit history that
demonstrates that they are reasonably able and willing t

the loan and meet

obligations in a manner that enables the lender to dra nclusion about the
applicant’s commitment to the indebtedness. It is i

management skill (e.g. including repayment pa nd level of
experience using credit), not solely the exist nts — that has

analysis will vary based on whether the lender u
loan manually, or is assisted by

ditional method to underwrite the
underwriting system.

This chapter discusses the Age 3ni i ssing an applicant’s
credit history. A lender may impose string iteria.fPhe lender must obtain
several types of third-party verificatio er the applicant’s credit
history meets the Ageney.’ i aluate the credit history for each
applicant who ; applicant’s credit record does not have to be
perfect to be g Nas long as any isolated instance is fully

g recommendation from the Agency’s automated
the need for the lender to document the credit

“Accept”
approval.
documentatiorvand further evaluation will be required.

10.2 CREDIT ELIGIBLITY REQUIREMENTS

The lender must investigate all major indications of derogatory credit to determine
whether the reported information is accurate, and whether there is an acceptable
explanation for the problem that may justify an exception. Failure to understand the
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10.3

nature of a credit problem could cause an application to be rejected on the basis of
inaccurate or incomplete information. Attachment 10-A illustrates the method used to
evaluate an applicant’s credit history when a loan is manually underwritten by an
approved lender and does not qualify for streamlined documentation noted later in this
Chapter. These indicators must be followed consistently; however, the lender can make
exceptions in limited circumstances, as described in Paragraph 10.8. Attachment 10-B
illustrates the hierarchy of the credit review.

In addition to analyzing the credit report, an applica omatically ineligible for a

guaranteed loan if they are presently delinquent on a

If the applicant(s) has had a previous Agencyflos
Government, has been settled, or is subject togéettlement, additional entation may
be required of the applicant(s) to determingfifthe loss ingurred was beyo ontrol of
the applicant and if any identifiable reasons fo¥the loss stiblexist.

The lender must verify that the applicant has no
Credit Alert Verification Reporti stem (CAIVR
government-wide repository of inft R on those indIv ith delinquent or
defaulted Federal debt, and those fo ent of aniAsurance claim or guarantee
loss claim has occurred. An applica andiy1g judgment obtained by the
United States in a Bederal court, othé d States Tax Court, is not
eligible fora g Nte ess otherw is Chapter.

inquent Federal debt through the
AIVRS is a Federal

an the
e stated in

Lenders‘are g for screening albapplicants using HUD’s Credit Alert
Verification Repo A\/hen a lepder utilizes the Agency’s automated
RS ation is automatically retrieved once the

Ven a lender does not utilize the Agency’s automated
the le must obtain and record in the lender’s mortgage file the
numbeR For manually underwritten loans, the Agency will obtain
) numBer in GLS through the service available. Each request of
the same applicant will record different confirmation numbers.

for accessing CAIVRS are included in Appendix 7. The presence

of delinquent ax Federal debt cannot be waived by a lender.

CREDIT REPORT REQUIREMENTS

The credit report the lender uses to assist in the assessment of credit eligibility must
come from a recognized credit repository and cannot be provided by a credit reporting
agency that is affiliated with the lender in any way. Types of credit reports include:
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e Automated Merged Credit Reports;
e Residential Mortgage Credit Report (RMCR).

A. Automated Merged Credit Reports

An automated merged credit report — also known as a multi ged credit report
(MMCR) or Three-Repository Merged Credit Report (TR bines in-file credit
reports from multiple repositories into a single report. A4 erged credit report
includes all credit repository credit data on two indivi ts who are married to
each other.

The report must meet the requirements of Bannie Mae, Freddie HA or VA,
i itements:

e The report should include all informatio i repositories,
or two repositories, if that is the extent of t a available for the applicant.

from the three (or two, if applica i i s not considered obsolete
under the Fair Credit Reporti i g information for the last

suits, foreclosures, and tax

nclude a certification that it meets the standards for a residential

report.

applicant’s account with a balance.

e Verify each applicant’s current employment and income, if obtainable. If unable
to verify and certify to the applicant’s current employment, state a reason for not

completing an interview with the applicant’s employer.

e Provide a detailed account of the applicant’s employment history.
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Any credit report must:
e Not be more than 120 days old when the loan is closed:;
e Be accurate and complete;

e Provide an account of the credit, residence history, an ic record information
for each applicant who is a party to the note;

If a credit repert indicates other credit inquiries have been made by the applicant in
the 90 days pri@r to the date of the credit report, the lender should determine why the
inquiry was made and whether credit was obtained by the applicant.

104 CREDIT REPORT VERSIONS

For mortgages assessed through the Agency’s automated underwriting system, a
decision underwriting score is obtained for each applicant as further explained in
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Paragraph 10.7 of this Chapter. Credit scoring models consider the primary types of
credit obtained by the applicant based on the mix of the applicant’s various credit
accounts. Among other things, scoring models consider the following risk factors when
assigning a credit score to an applicant:

e Number and age of accounts

e Payment history (length of payment history and hahi

e Credit utilization (the amount of debt, new cr type of credit, open

credit cards)

e Recent attempts to obtain new credit (i

are recognizedin the
ted.*Any model 6ther than the

In obtaining those scores, the following
Agency’s automated underwriting system in the
source noted below will not be recognized by the s

Scoring Model Description Scoring Model Code
Source
Experian 15
Experian 6
Equifax 13
Equifax 3
Tran F i i 14
Transunio 9

If lenders ar@ ot using the Agency’s underwriting system, utilizing credit scores to
underwrite magtially underwritten mortgages is the preferred method. For manually
underwritten loans, lenders should ensure the credit models noted above are utilized in
the underwriting decision.
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10.5

10.6

ESTABLISHING THE APPLICANT’S CREDIT REPUTATION

At least one applicant whose income or assets are used for qualification must have at
least three trade line payment references that have existed for at least 12 months to
establish a credit reputation and validate the credit score. If not on the credit report,
establish a minimum payment history through use of a non-traditional report as explained
in Paragraph 10.6 of this Chapter. Non-traditional credit may used to enhance
poor payment records or low credit scores.

Loans underwritten with the assistance of the Age ated underwriting
system that receive an “Accept” recommendation are he credit score
validation of this Paragraph. A trade lineinad 12 months of
history is considered an eligible trade line. T cores used by
GUS will require lenders to downgrade a iontoa
“Refer” and establish minimum payment hist nal report

through alternative sources may indigate™s curring debts. Neither the

‘ traditional credit can be
used as a basis for reje der may develop a Non-
Traditional Mortgage ACR). A NTMCR may be used as a substitute
for an RMCR : CR may not be used to offset derogatory

CR/TRMCR; it should not be utilized

lender may choose to obtain independent verification of trade
references are required when at least one of the trade references
2t rental housing payments or mortgage loan payments. If
unavailable, at four trade references must be used to determine if an applicant has a
sufficient credi

Acceptable forms of documentation for a NTMCR include:
e Cancelled checks;

e Third-party verifications; or
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e Non-traditional credit report for the following non-traditional credit sources that
include the creditor’s name, date the account was opened, account balance,
monthly payment due, and payment history reported in 0x30, 0x60, 0x90 format.
Subjective statements such as “satisfactory” or “acceptable” are not an acceptable
format for repayment history confirmation. Rural Development will accept
reports by providers who develop bill payment histories.

Acceptable trade-line sources include an open and receaf12-month payment record

of the following:
e Rent payments;

e Utility payment records (if utilities w i i ments) such
as gas, electricity, water, land-line service or cab

h payroll deductions) such as
I’s insurance;

e Insurance payments (excluding those pai
medical, automobile, life_.and household, or

e Payments to child care pro viding such a service;
e School tuition;
, appliance and specialty stores);

y medical bills;

A personal 1@ individual (other than a family member) with repayment
erms in writingand supported by cancelled checks or money order receipts to

account equal to three months of proposed mortgage payments (PITI) as a cash
reserve post-closing; or

e Any other reference which gives insight into the applicant’s willingness to make
periodic payments on a regular basis for credit obligations.
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Payments made to relatives for credit sources are ineligible as a non-traditional trade
reference.

Lenders should exercise caution when evaluating applicants with non-traditional
credit histories. Generally these applicants may be considered a higher risk than
applicants who have credit scores meeting the criteria in this Chapter. Applicants may
only have one 30 day delinquency on any non-traditional trad within the last 12
months. 60 and 90 day delinquencies, as well as reports of disconnettion notices or
collection accounts/court records (other than medical) fi e past 12 months are
unacceptable. Ratios for housing expense and debt-t
minimal.

10.7 CREDIT SCORES

A credit score is a numeric representati I i i Information

e Payment history

e Amounts owed

higher-risk applieant. These scores objectively evaluate all the information in the
applicant’s repOsitory credit file at the time the credit score was created. A strong
correlation between mortgage performance and credit scores has been identified. The use
of credit scores in underwriting can reduce the risk of originating mortgages with
unacceptable credit risk.

A credit score in its self does not indicate that the applicant’s credit reputation is
acceptable. Even when the credit score exceeds the minimum requirement, the lender
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must determine that each applicant, individually, and all applicants collectively, have an
acceptable credit reputation.

A. Acceptable Credit Scores

Applicants with credit scores of 640 or greater meet the minimum credit reputation
provided the following indicators of unacceptable credit are n sent in the applicant’s
credit file:

Indicators of unacceptable credit:

e Foreclosure within 3 years:

0 Including pre-foreclosure activit or short sale

in the previous 3 years;
e Bankruptcy within 3 years:
0 Chapter 7 bankruptc

0 Chapter 13 bankruptcythat has ent or has completed
payment in the most rece ;

e during the most recent 12
than 30 days.

applicant ine ively, have an acceptable credit
reputation.

underwritten, the primary wage earner should be treated
pligants are considered co-applicants. Credit trade-lines

ant in the mortgage transaction is the owner of the trade-
provide documented evidence that they have made the payments
account for 12 months preceding application.

representative score. If the applicant has two scores, the lower of the two should be used
as the representative score. If the applicant has a repeating score, that score will be
utilized. If the applicant has one score, a NTMCR must be developed for manually
underwritten loans. The Agency’s automated underwriting system will determine the
applicable score when developing an underwriting recommendation and may utilize a
single score. Each applicant must be evaluated separately.
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All instances of adverse credit must be addressed by the lender’s underwriter and
documentation surrounding this review must be retained in the lender’s permanent loan
file.

For manually underwritten loans, a credit waiver with supportive documentation
validating the circumstances leading to the adverse credit is requixed for all loans
receiving a credit score of 581 or above. Loans with credit s 80 or below should
not be approved. .

If a lender omits an adverse trade line when utilizi receives an “Accept”

misrepresent the strength
versely affect the future payment

single component. The lender may consider the strength of some components against the
weakness of one component to arrive at a conclusion. The lender must document the
evaluation in the lender’s permanent mortgage file. Whenever there is evidence of
layered risk, more conservative underwriting standards must be utilized.

A score factor accompanies each applicant’s credit score. The codes are useful in
understanding which factors are most responsible for arriving at the applicant’s credit
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score. In cases where a applicant is determined to be too great a risk for approval at the
present time, the lender can use the score factor to assist the applicant with the
appropriate path to follow to achieve homeownership in the future.

10.8 CREDIT EXCEPTIONS

Credit history problems do not always reflect an unwillia@ness t6 meet financial
obligations. If the lender believes that the applicant is cr. rthy, the lender should
document on the underwriter’s analysis the reasons t jon is justified.
Exceptions should be made only in the following t

° i ion. i oblems were

e Reduced housing expenses ill signi educe the applicant’s
housing expenses, which wi i imy payment ability. A
significant reduction in housi

i€ the mortgage application request.
evidence that the lender evaluated the credit
aseonclusion that the applicant’s credit

ision40 waive derogatory credit. Documentation will also be
g transmittal summary to include the supporting documentation
t(s) to explain the reason(s) for derogatory information (e.g.

streamlined dO entation noted earlier in this chapter. The lender must determine if the
explanation ang'supportive documentation makes sense and whether it is consistent with
other information in the credit report. The applicant(s) documentation should confirm
the nature of the event that led to the derogatory credit deficiencies and illustrate that
they had no reasonable options other than to default on their financial obligations. The
event, the severity of the resulting hardship, and the extent of the applicant(s) efforts to
resolve the situation should be taken into consideration when making an underwriting
decision. Documentation provided by the applicant(s) may open new questions. The
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lender’s underwriter must use careful underwriting judgment in evaluating loan requests
involving derogatory credit.

The lender is not authorized to make an exception in the case of an applicant with a
delinquency on a Federal debt, or with an outstanding judgment obtained by the United
States in a Federal court, other than the United States Tax Court. Evidence of payment
arrangements is acceptable for IRS Federal tax judgments. T roved lender’s
underwriter must determine if the elapsed portion of the re ent period is of
appropriate duration. An applicant(s) who has been deli during the repayment
period is ineligible for a guaranteed loan.

10.9 COLLECTION ACCOUNTS

ill be

responsible for considering the exis ¢ al I nd the history of the
collection accounts in the credit anal | aki i

edit profile of the applicant(s), the amount of meaningful
ble, the unpaid balance of the collection accounts, and whether
first mortgage lien and are likely to affect the applicant’s equity

disregard his @ financial obligations. Outside factors, such as disputes, illness, loss
of job may havg'contributed. Lenders will evaluate all outstanding collection accounts.
Lender underwriters should perform additional analysis when making credit
determinations if they encounter collection accounts that have:

e A record of irregular payments; or

e No satisfactory arrangements for repayment; or

e Payment in full within the last 6 months just prior to application, unless the

applicant had been previously making regular payments.
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For a manually underwritten loan, the lender must document reasons for approving a
loan request when collection accounts are present and remain unpaid. The preferred
method to document a lender’ decision to leave collections unpaid is the underwriting
analysis. For each outstanding collection account, the applicant must provide a letter of
explanation together with documentation supporting the applicant’s justification. The

information in the file.

For loans underwritten with GUS, a letter of explafiti umentation supporting
the presence of unpaid collections is not required ing recommendation

analysis/reasons for approving the loan i
liability line under “notes” on the “Assets and
collection.

Unpaid open collections could an applicant to repay a
Jmize future risk of open
collections left unpaid, the lender wi : in@during the capacity analysis
of the loan request, regardless of the i

and charge off accounts from the total balance.
nd charge off accounts must be clearly identifiable on the

of the following actions will apply:

in full of all collection accounts at or prior to closing.

arrangements are made with each creditor for each collection

nt remaining outstanding. A letter from the creditor or evidence on

e credit report is required to validate the payment arrangements. The

agreed upon monthly payment for each outstanding collection account
will be included in the borrower’s debt-to-income ratio.

c. Inthe absence of a payment arrangement, the lender will utilize in the
debt-to-income ratio a calculated monthly payment. For each collection
utilize 5% of the outstanding balance to represent the monthly payment.
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10.10

10.11

JUDGMENTS

The presence of court-ordered judgments must be considered in the credit analysis.
Unpaid judgments may represent an applicant’s disregard for credit obligations. Lenders
must document reasons for approving a mortgage when the applicant has judgments.
Usually judgments are paid in full prior to loan eligibility. An exception to payment in
full of outstanding judgments can be made when the applican ve a payment
arrangement with the creditor and have made regular and timiely payments for the three
months prior to loan application. Prepaying scheduled S as a means of meeting
minimum requirements is unacceptable. Lenders wil of the payment
agreement and validate payments have been made ig a the payment

property state will be paid in full or meet the &
Paragraph.

DISPUTED ACCOUNTS

Disputed accounts on an applica onsidered in the credit
score. For manually underwritten loa ‘
explanation and documentation suppo
responsible for a 3 s
explanation apd's i ioMpare consistent with the credit record during

\ of GUS that receive an underwriting
will be downgraded to a manual “Refer” unless the
p the credit report:

Loans downgraded for failure to meet any of these conditions are subject to a manual
review and require the submission of the complete underwriting case file.
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10.12 AUTHORIZED USER TRADE LINES

The lender must review credit report trade lines in which the applicant has been
designated as an authorized user in order to ensure that any open trade lines are an
accurate reflection of the applicant’s credit history. Closed authorized trade lines require
no consideration.

For loans underwritten with the assistance of GUS that
recommendation of “Accept” and are supported by credi
applicant an authorized user of trade lines, the lender
following:

Ive ah underwriting
ts that designate the
vidence of one the

1) The trade line(s) in question is 0 i the mortgage
loan application.

2) The owner of the trade line is the sp applicant.

3) The applicant has mat
prior to application.

payments on the t for the previous 12 months

In the event one of the condition writing recommendation of

10.13

led checks indicating a satisfactory rent payment history is
cations by independent management companies and private
epted in lieu of canceled checks or money order receipts. If the
applicant dog ave a full 12 month history, verify any previous payment made in the
last 12 months.{Written verification must include creditor name, date of the rental
agreement or When the contract began and the monthly payment due. Payment history
must be reported in 0x30, 0x60, 0x90 day format. Statements such as “satisfactory” or
*acceptable” are not valid.

It remains the lender’s responsibility to confirm the applicant’s history of payment
towards housing expense is acceptable. One rent or mortgage payment paid 30 or more
days late within the last 12 months is an indicator of unacceptable credit unless the new
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10.14

mortgage loan request will reduce shelter costs significantly and contribute to improved
repayment ability. Lenders may consider extenuating circumstances surrounding late
rent payments under Paragraph 10.8 of this Chapter.

Lender’s should carefully underwrite loan applicants who live rent free or do not
have a recent 12-month history of paying rent.

Applicants with credit scores of 680 and above are not ect to'verification of rent

or housing history.

Loans underwritten with GUS that receive an
recommendation are not subject to verification

PAYMENT SHOCK

The term “payment shock” signifies the inc
an applicant. Payment shock is defined as a perce

ousing expenses éxperienced by
under the following formula:

(New Principal Interest Taxes and (PITI) =P ousing Expense) — 1

a. The applicant’s new PITI is $2,000.00 and their former rent $1,000.00

»w m -

b. 2,000.00 <+ 1,000.00 = 2.00; 2.00 - 1 = 1.00; 1.00 = 100 percent
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c. The payment shock in this example is 100 percent.

In cases where the applicant did not have a housing expenses prior to purchasing a
home, such as if the applicant was living with relatives, payment shock cannot be
measured as a percentage.

Payment shock by itself (without the presence of isks) is not an additional
ider when the PITI ratio

exceeds 29% and the proposed mortgage payment i than current

In cases where payment shock is 100 per | ratios are
exceeded as noted above, as well as in cases wh nt did not have a housing
expense prior to purchasing a home, no additional yering (such as adverse credit
waivers, debt ratio waivers, or te be allowed without strong

compensating factors. Acceptable'€e i but are not limited to,
the following examples:

yetential for ingr€ased earnings, as indicated by job training
phic pfigSsion;

10.1 CREDIT HISTORY

spouse’s credit history is not considered a reason to deny a loan
ity property states, the non-purchasing spouse’s obligations must
debt-to-income ratio unless excluded by State law. Lenders must
comply with applcable lending laws in community property states. Lenders must obtain
a credit reportthat meets the requirements of this Chapter for the non-purchasing spouse
in order to determine the debts that must be counted in the debt-to-income ratio.

be consideree

The Agency’s automated underwriting system will retrieve credit reports for
applicants only. Therefore, lenders must obtain an acceptable credit report outside of the
system. Liabilities for a non-purchasing spouse should be entered on the “Asset and
Liabilities” page in the liability section. When recording the debt, lenders should
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10.16

reference the liability as a non-purchasing spouse debt in the “Notes” data field of the
credit liability line. Lenders will retain a copy of the non-purchasing spouse credit report
in their permanent mortgage file. Submit a copy to Rural Development when requesting
a commitment for Loan Note Guarantee.

Community property states include: Arizona, California, Idaho, Louisiana, Nevada,
New Mexico, Texas, Washington and Wisconsin. Puerto Ric S property to be
owned as community property as do several Indian jurisdicti@ns. Alaska is an opt-in
community property state. Property is separate unless b ies agree to make it
community property through a community property community property
trust.

PRUDENT UNDERWRITING

underwriting SFHGLP loans. Rural Developme ot re-underwrite the mortgage
loan application request. This remains the approve er’s responsibility. When
lending to low- and moderate-in e expected to use professional
judgment and rely upon prudent u

does not replace the judgment of expée y iters The automated underwriting
system is a tool that helps evaluate the Gkeg

ata. The Agency expects lenders to
employ prudegttinderwri j intassessing whether a loan should be approved
and submittéd to'thie, Agend
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Page 1 of 1

ATTACHMENT 10-A
CREDIT UNDEWRITING

This attachment illustrates the approach to reviewing credit history when a loan is
manually underwritten by an approved lender.

Credit score over 680: Perform a basic level of under
applicant has an acceptable credit reputation. Perform a

ng torconfirm the
al analysis if the

willingness to repdy'e i obligationg’as agreed. Unless there are
extenuating ci ) ccordance with this Chapter, a credit score in
this range i i ‘ ion that the applicant does not have an

an develop a Non-Traditional Credit Report for applicants who
e in accordance with Paragraph 10.6 of this Chapter.

An appli nth an outstanding judgment obtained by the United States in a
Federal courtother than the United States Tax Court, is not eligible for a guarantee
unless otherwise stated in this Chapter.
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ATTACHMENT 10-B
THE CREDIT REVIEW

This attachment illustrates the order and importance of a credit review when
evaluating how payments by an applicant are made. It is intended to assist lenders in
their analysis of the credit file when combining the presence llowing items with
the applicant’s credit score in the underwriting decision. ptions are noted for files
that are underwritten with the assistance of the Agency’ ted underwriting system.

Previous Rental or Mortgage Payment History

recommendation are nots
history documentation.

Recent and/or Undise

ose the loan. Any new debt and payment
analysis.

2 any monthly payment amount for debts not considered in
d underwriting system recommendation. Resubmit the loan for
nderwriting recommendation. Lenders must apply due diligence
ing the documentation in the loan file to determine if there is any
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Attachment 10-B
Page 2 of 5

potentially derogatory or contradictory information that is not part of the data
submitted to GUS or if there is erroneous information in the data submitted to
GUS. If the lender is aware of any contradictory, derogatory or erroneous
information, lenders are obligated to take action. For example if the lender is
aware of debts, late payments or derogatory information that has not been made
available to the data submitted to GUS, or there is a Federal judgment, a risk
analysis decision of “Accept” must be manually dow and the file
manually underwritten.

Collections and Judgments

e  Collections and judgments indicate an a
and must be considered in the credit

’s'regard fo
iness analysis.

it obligations,

has collection accounts or judgments. T ust explain, in writing
collections and judgments as

ten with the assistance of the Agency’s automated
system, then regardless of the underwriting recommendation, the

of the applicant’s credit status.
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Previous Mortgage Foreclosure

e Anapplicant is generally not eligible for a new guarantee, if during the prior three

years the applicant’s previous real property was foreclosed on or they have given
a deed-in-lieu of foreclosure.

e The lender may grant an exception in accordance with
Chapter.

raph 10.8 of this

e The inability to sell the property due to a job ocation to another area
does not qualify as an extenuating circums

e Divorce is not considered an extenuati
whose loan was current at the time
the property and the loan was later fo

Chapter 7 Bankruptcy

e A Chapter 7 bankruptcy (liqu

obtaining a mortgage loan if as psed since the date of the
discharge of the bankruptcy. 1 plicant must have re-

he applicant’s current situation indicates the events
are not likely to recur.

7 bankruptcy absolved the mortgage debt for the applicant, any
emaining foreclosure pending is an action against the property, not
. The foreclosure action is not considered as adverse credit in the

be required to be manually down-graded when the bankruptcy discharge included
the mortgage debt.
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Chapter 13 Bankruptcy

If an applicant has a real estate mortgage discharged in a Chapter 7 bankruptcy,
however a foreclosure action is not concluded, the applicant may remain in
ownership of the property. In this example, title must be transferred to the lender
of the pending foreclosure in order to remove the applicant from ownership and
responsibility of real estate taxes and homeownership dues of the property. If title
is not transferred, the applicant will be subject to Chapter, 8 of this Handbook for
retention of a dwelling and any individual responsibilj | estate taxes,
homeownership dues, insurance, etc.) in long the tesfi debt calculation.

A Chapter 13 bankruptcy plan in progre
obtaining a mortgage loan, provided

eswnot disquall applicant from
ender documents 12 s of the debt

receive written permission from the bankruptey court/trustee to enter into a
i der will be required for a

payments have been made on time. The lender must evaluate the
t in accordance with Paragraph 10.8 of this Chapter. Some

at’s overall credit. Written permission from the counseling agency to
enter into the mortgage transaction and counselor recommendation of the
applicant as a good credit risk is required.




Evaluating Credit Involving Short Sales

HB-1-3555
Attachment 10-B
Page 5 of 5

The Agency’s automated underwriting system does not trigger a requirement for
additional documentation since the credit scores already reflect the degradation in
credit history. No further explanation or other documentation is required when a
lender utilized the Agency’s automated underwriting system and receives an
“Accept” underwriting recommendation.

A short sale is considered a pre-foreclosure activi

If an applicant was current at the time o e, they may be eligible for a new
mortgage loan. The prior mortgage payme ory must reflect all mortgage

payments due were made i
and all installment debt pa
month due.




