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Agenda

In Today’s Session‏

– Fannie Mae Website

– Understanding Recommendations

– Understanding DU Risk Analysis

– Credit, Income and Asset and Appraisal Messages

– Data Integrity Reminders

– Genworth Website

Today’s Session Addresses Only Conventional Loans And 

Excludes DU Refi Plus™ Loan Requirements
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http://fanniemae.com/portal/index.html

Fannie Mae Website
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Fannie Mae Website

https://www.fanniemae.com/singlefamily/desktop-underwriter
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Selling Guide

https://www.fanniemae.com/content/guide/selling/index.html
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Selling Guide SEL 2018-07

Desktop Underwriter

Selling Guide Updates
▪ Renaming of Property Inspection Waivers 

(PIW) and Property Fieldwork Waiver 

(PFW) to “appraisal waivers” 

▪ Rural High-Needs Appraisal Waivers 

(NEW)
▪ Loan casefiles that receive Approve/Eligible

▪ Purchases only

▪ One-unit (excluded manufactured homes) located in a 

designated rural high-needs area, as defined by Fannie 

Mae’s Duty to Serve obligations.

▪ Borrowers with income at or below 100% of the area 

median income

▪ LTV ratios up to 97% and CLTV ratios up to 105% with a 

Community Second®

▪ Appraisal waiver may be combine with other 

transactions types, such as HomeReady

▪ Lenders are required to obtain a home inspection report 

and review and follow Fannie Mae guidelines for 

condition to confirm safety, soundness, and structural 

integrity. 

▪ Effective date will be later this year and announced in a 

DU release note
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SEL 2018-06 & 10.2 Release Notes
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Selling Guide Updates
▪ High Loan-to Value Refinance Option which 

replaces the current DU Refi PlusTM and Refi 

PlusTM (Applications may be taken November 

1, 2018)

▪ Discontinuance of the Form 1004MC effective 

immediately

▪ Clarifying policy for disbursement of funds for 

HomeStyle® Renovation Funds 

▪ DU loan casefile archival policy is extended 

from 270 days (9 months) to 28 months and 

DU will now use the date the date the casefile 

file was last submitted to determine archival 

date

▪ DU Validation Service Modification
▪ Updated messages when employment cannot be validated

▪ Other minor changes and clarifications as 

follow up to the June Selling Guide update
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Lender Letter LL-2018-03

Desktop Underwriter

– MI Termination Changes‏ Fannie Mae

 For borrower-initiated cancellations based on‏

original value, allow servicers to use Fannie’s 

Automated Property Service™ (APS) to verify 

the current value of the property so they no 

longer have to warrant the property value;

 For borrower-initiated cancellations based on‏

current value, allow servicers to use BPOs 

through Fannie’s Valuation Management 

System (VMS) to verify the current value of the 

property;

 For borrower-initiated cancellations based on‏

current value with property improvements, 

increase the LTV threshold for cancellation 

from 75% to 80% and provide examples of 

what are considered substantial 

improvements; and

 Allow borrower-initiated cancellations to be‏

evaluated based on a borrower’s written or 

verbal request.

8



Selling Guide SEL 2018-05
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Selling Guide Updates

 Included in the announcement were the‏

following:

▪ MH Advantage™ Properties

▪ Inspection of MH with structural 

modifications

▪ Flash Settlements for MBS

▪ DU Bankruptcy and delinquency 

assessment

▪ HomeStyle
®

Energy in DU

▪ HomeStyle
®

Renovation Forms

▪ Multiple Appraisal policy clarification

▪ MI Code update on Approved MIs and 

Related Identifiers
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Selling Guide SEL 2018-04

Desktop Underwriter

Selling Guide Updates
– Native American tribes and their 

instrumentalities as eligible providers for 

Community Second Mortgages

– Property Inspection Waiver Updates for 

Disaster Areas

• Loans in process where an appraisal as 

been ordered and submitted and the 

property is in a designated disaster 

area, property will become eligible for a 

PIW on a future transaction if it meets 

requirements of Chapter B4-1,4-10, 

Property Inspections Waivers
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DU 10.2 June Updates
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DU Updates Effective June 23, 

2018
– Bankruptcy and Mortgage Delinquency 

Assessment updates

– HomeStyle Energy Updates (anything entered in 

these new fields, the casefile will be underwritten 

as a HomeStyle Energy Mortgage)

• Two new fields added to DU

– Energy Improvement Amount

– PACE Loan Payoff Amount

– DU Income Validation Service

• DU will confirm income is eligible for income validation 

by reviewing months/years on job first (min 12 months 

is required)

– Potential Casefile Reuse

• DU casefile or the Doc File ID may not be used more 

than use and a new error message will appear if a 

lender attempts to do so

– IPC Data Field Retirement

– HFA Preferred
TM

and Preferred Risk Sharing

• Updated messaging

– Detached Condo Updated Messages
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Selling Guide SEL 2018-01
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Selling Guide Updates
– Federal income tax repayments may be included in 

DTI instead of payoff

– Waive project reviews for all detached condo units 

(excluding manufactured homes) and allow use of C-

T-P financing for detached condo units

– Expands project-related minor litigation criteria

– Removes field review for properties with values over 

$1,000,000 with LTV/CLTV over 75% 

– Requires lenders to choose the most reliable 

appraisal when two appraisal are obtained

DU Updates‏
– Fannie Mae “Fine Tuning” the DU risk assessment to 

limit risk layering but NOT changing risk factors

– HomeStyle Renovation eligibility updates

• Increasing LTV to 97% for 1-unit primary homes

– Property Inspection Waiver messaging updates

– Condo Project Review messaging updates 

– Housing Goal messages will now appear

– Retirement of DU 10.0
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Selling Guide Announcement SEL-2017-10
• Allow lenders to underwrite loans (either with DU or 

through manual underwriting) for borrowers who 

have frozen credit at only one of the three national 

credit repositories.

• Provided a definition and additional guidance on 

premium pricing.

• Updates related to legal changes regarding Texas 

Section 50(a)(6) refinance loans.

• Align the Selling and Servicing Guides by clarifying 

the waiting periods for when an LLC is transferred 

to an individual borrower through a cash-out 

refinance transaction

• Provided that loans with certain disaster-related 

forbearance remain eligible for representation and 

warranty relief based on payment history. 

• Added requirements for Seller/Servicer internal 

audit and management controls

• Expanded the Loan Delivery application to include 

Early Funding functionality, replacing the Funding 

Express application.
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Selling Guide SEL 2017-09

Desktop Underwriter

Selling Guide Updates
– Exception made for Inter Vivos

Revocable Trusts

– Clarification of Mortgages Paid by 

Others

• The full PITIA may be excluded 

from the DTI provided no rental 

income is being used from that 

property

• The mortgaged property must still 

be included in the borrower’s 

multiple financed property count & 

the UPB for the mortgage must be 

included in the calculation of 

reserves for multiple financed 

properties 
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DU 10.0 and 10.1 November Updates
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Borrowers with Credit Freeze -

Updated weekend of November 18
– DU will underwrite if only one repository is 

frozen 

• A warning message will be issued by DU 

reminding lenders of their responsibility 

– If two repositories are frozen DU will 

issue an error message

– If no credit score is generated by the 

two repositories available, DU will 

underwrite under the guidelines specific 

for borrowers without traditional credit
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Credit Freeze FAQ’s

https://www.consumer.ftc.gov/articles/0497-credit-freeze-faqs
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Desktop Underwriter

Day 1 CertaintyTM

https://www.fanniemae.com/singlefamily/desktop-underwriter-validation-service
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DU Validation Service

– Optional Service via DU‏ Lenders Must Activate to use

– Execute contract with vendor(s), then execute contract/agreements with Fannie 

Mae

– Validation Options for Income, Assets and Employment verified by Third Party 

Data Vendor (i.e. The Work Number® from Equifax®
)

– Tax transcripts used from a tax transcript Service used for Social Security 

Income, pension/retirement income, and self-employment income for sole 

proprietors (schedule c income)

– Lenders can use one or all of the services

– DU validation service will be applied for ALL DU casefiles underwritten by 

participating lenders that have activated the service

Desktop Underwriter 18



DU Validation Service
– Lenders obtain borrower consent then orders the “verification report(s)”

– Lender reviews report for any discrepancies with borrower

– Lender enters details into DU and submits

– DU obtains a “duplicate” report from the vendor using loan number or reference 

number. (Lender loan #, social security number must match in DU to the report)

– DU performs its own income and asset calculation to arrive at a value that is 

compared to DU.

– Employment status can also be verified

– DU returns messages related to the components submitted for validation:

• Income is validated on a per-borrower and per-income basis

• Assets are validated on a loan-level basis

• Employed is validated on a per-borrower and per-employer basis

– When a component of the file (income, assets, or employment) is validated in 

DU, Fannie Mae will not enforce representations and warranties with regard to:

• Accuracy of income calculation, asset calculation, and borrower employment status at 

the time of closing

• Integrity of the data from the designated vendor
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How It Works-Income Example
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DU 10 and Trended Credit - FAQ’s
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Fannie Mae HomeReady®

HomeReady‏
– Designed for Low-to 

moderate income 

borrowers

– See HomeReady

webpage for more details

– See Genworth Training 

on this specific product for 

further information

Desktop Underwriter

https://www.fanniemae.com/singlefamily/homeready?cmpid=sln082515
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General Lender Requirements

:When underwriting loans with DU, the lender must‏

– Employ prudent underwriting judgment

– Confirm the accuracy of the data it submits

– Ensure that the loan complies with all of the verification messages and approval 

conditions 

– Apply due diligence when reviewing the documentation in the loan file

– Review the credit report to confirm the borrower’s credit history was accurate 

and complete 

– Determine if there is any potentially derogatory or contradictory information

– Take action when erroneous data, contradictory or derogatory information are in 

the loan file

Desktop Underwriter 23



DU/DO Release Notes August 2018

Desktop Underwriter

DU Underwriting Findings Report
:Updates to the DU findings report include‏

▪ Emphasis, bolding and coloring to certain information 

in the summary sections

▪ Track changes functionality added to enable users to 

identify what messages have been changed, added, 

or deleted from the existing submission as compared 

to the previous version

▪ Easier identification of Day 1 Certainty
®

Messages 

with an option for users to filter “on” Day 1 Certainty 

messages.  Persistent “Day 1” certainly flags will 

display next to Da 1 Certainly messages

▪ Bolding, bulleting and hard returns will be added in 

the body of ~ 117 messages to add emphasis and 

improve

▪ Messages will be easier to identify with inclusion of 

the unique message ID number at the end of 

messages

▪ A new Day 1 Certainly section will be added which 

displays eligibility status for DU validation service, 

Property Inspection Waiver (PIW) and Collateral Rep 

& Warrant relief

24

Implemented weekend of Sept 22 for casefiles submitted to DU 10.1 and 

10.2 (formatting of message text will appear only on DU 10.2 casefiles



Sample Existing DU Findings Report

Desktop Underwriter

Review of the Different Findings Report Sections‏
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Sample Summary Section

Desktop Underwriter

Existing and New Summary Section of DU Findings Report‏
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Sample Messages

Desktop Underwriter

New Enhanced Coloring of Messages Added, Changed or Removed‏
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Existing Messages



Sample Messages

Desktop Underwriter

 Filtering Options of Messages New Enhanced Coloring of Messages‏

Added, Changed or Removed
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Existing Messages



Sample Messages

Desktop Underwriter

New Bolded and Bulleted Message Format‏
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New 

Existing Messages



SUMMARY:  Contains “DU” Recommendation and Purchase Eligibility

FINDINGS SECTION:  Indicates strengths in the file/loan application

VERIFICATION MESSAGE/APPROVAL CONDITIONS SECTION:  Contains 

minimum DU requirements for documentation and potential red flag 

messages

OBSERVATIONS SECTION:  Contains “FYI” for you and your lender

UNDERWRITING ANALYSIS REPORT:  Modern 1008/Summary of the 

transaction

LENDER GUIDANCE FOR USE WITH APPLICANTS:  Will appear only on 

Refer/w Caution Recommendation

REPRESENTATIONS AND WARRANTIES:  (NEW) Will appear only when 

lender is relieved of certain reps/warranties (Day 1 certainty or Enforcement 

relief on property value)

Analyzing Reports
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Sample DU Findings Report

Desktop Underwriter

Summary Section‏

–Contains “Recommendation
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Recommendations 

Desktop Underwriter

All other Recommendations have been discontinued
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Recommendations - Eligible

Desktop Underwriter 33



Recommendations - Ineligible
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Recommendations - Refer with Caution
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Recommendations - Out of Scope

Desktop Underwriter

DU Out of Scope Recommendation‏

– DU is unable to underwrite the particular product, mortgage, or borrower 

described in the submission

• Cash Out, Purchase and construction loans with a CLTV > 105%

• Balloon Terms greater than 30 years

Mortgages that receives an Out of Scope recommendation in DU‏

– Must be manually underwritten per the Selling Guide; or

– Not delivered to Fannie Mae
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 DU Version 10.0 includes the ability to underwrite loan casefiles where‏

no borrowers have a credit score.

 A tri-merged credit report must be requested for all borrowers on the‏

loan application.

– If the credit report indicates a credit score could not be provided for any of the 

borrowers due to insufficient credit, the loan may be eligible to be underwritten 

using DU Version 10.0

Underwriting Borrowers Without Traditional 

Credit 
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 ,For loan files where no borrowers have established traditional credit‏

DU will apply the following additional guidelines:

– Principal residence where all the borrowers will occupy the property

– One-unit property (not a manufactured home)

– Purchase or limited cash-out transaction

– Fixed-rate

– Conforming loan amount (may not be a high-balance loan)

– LTV, CLTV and HCLTV may not exceed 90%

– DTI must be less than 40%

• DU will require the lender verify at least two non-traditional credit sources for each 

borrower, one must be housing-related

• A 12 month history is required for each source 

• See Fannie Mae’s Selling Guide for guidance

Underwriting Borrowers Without Traditional 

Credit – Eligibility Guidelines

Desktop Underwriter

Loan Casefiles That Do Not Meet These Guidelines Will Receive An “Out Of Scope” 

Recommendation 
These loans may still be eligible for manual underwriting to existing guidelines for non-traditional credit
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Verifying Housing Payments 

Desktop Underwriter 39

B3-5.4-03: Verification and Documentation of Alternative Credit 
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Sample DU Findings Report

Desktop Underwriter

Summary Section‏

–Mortgage Information
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ARM Qualifying Rate

Desktop Underwriter

Always Enter The Index And Margin On ARM Loans
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Sample DU Findings Report

 Risk/Eligibility‏

– Why NOT eligible

– How underwritten (specific product/program)

– Potential inaccuracies
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Sample DU Findings Report

Verification Message/Approval Conditions‏

– “Heart “of the Findings Report

– Provides minimum documentation

– Refer to the Selling Guide for more information

– Follow specific investor overlays, if applicable

– Genworth MI Simply Underwrite for your DU Approve/Eligible loans

Desktop Underwriter

We Will Review These Messages In Detail On The Next Few Slides
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:Verification Messages Broken out by Topic‏

–General messages

•Potential Red Flag Messages

•Document Expiration date

•MI requirements

–Credit and Liabilities

•Bankruptcy, foreclosures, charge offs

•Late pays

–Employment and Income

•Documentation requirements

–Assets and Reserves

•Amount to verify

•Liquidation

–Property and Appraisal Information

•Appraisal Type

•Project Review Type

–Reps/Warranties (Day 1 Certainty)

Desktop Underwriter

Sample DU Findings Report
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Desktop Underwriter Potential Red Flag 

Messages - Updated 

Desktop Underwriter

Messages Must Be Cleared‏
–Provides message text

–Why message appeared

–Possible ways to clear or resolve

https://www.fanniemae.com/content/tool/du-potential-red-flag-message-matrix.pdf
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:Verification Messages Broken out by Topic‏

–Sample Potential Red Flag message

•Social Security Alerts

Desktop Underwriter

Sample DU Findings Report
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:Verification Messages Broken out by Topic‏

–Sample general messages

•Document Expiration date (Note it is four months, not 120 days)

•MI coverage requirements would be found under “Verification Messages”, if applicable

Desktop Underwriter

Sample DU Findings Report
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:Verification Messages Broken out by Topic‏

–Credit and Liabilities

•Bankruptcy, foreclosures, charge offs, late pays, omitted accounts

•What accounts were indicated as “to be paid off”

•Mortgage that need additional attention

Desktop Underwriter

Credit and Liability Messages
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— B3-5.3-07, Significant Derogatory Credit Events‏ Waiting Periods and Re-

establishing Credit (07/29/2014)

Significant Derogatory Credit Events

Desktop Underwriter

Not ALL Lenders Allow For Extenuating Circumstances
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Selling Guide B3-5.3-09: DU Credit Report Analysis (03/31/2015)

Desktop Underwriter 50



Selling Guide

Desktop Underwriter

(Remember DU Does NOT Know The Disbursement Date)
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Updated DU 10.2‏

– With 10.2 lenders will have the ability to instruct DU to disregard bankruptcy 

information in the eligibility assessment that is incorrect or due to extenuating 

circumstances, or disregard excessive mortgage delinquency information that is 

incorrect

– DU will then issue an message stating the bankruptcy information was not used in 

the eligibility assessment because DU was instructed to underwrite without it.

– Lenders must document the borrower did not declare bankruptcy, or that the loan 

meets the applicable waiting period requirements

– For mortgages reported in error, DU will issue a message stating the mortgage 

delinquency information was not used in the eligibility assessment because DU 

was instructed to underwrite without it

– Lenders must document the mortgage is not currently past due by two or more 

payments and that it has not been 60 days or more past due in the last 12 months

Bankruptcy And Mortgage Delinquency 

Updates

Desktop Underwriter

June 

23, 

2018
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Updated DU 10.2 Sample Data Entry‏

– Check your specific policy if you are able to override DU with these options

Bankruptcy And Mortgage Delinquency 

Updates

Desktop Underwriter

June 

23, 

2018
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 Civil Judgements and Tax‏

Liens on Credit Reports

– Most civil judgements and tax 

liens will not appear on the 

credit report

– Minimal impact to credit scores

– DU does NOT use credit 

scores

– The Selling Guide defines 

lender responsibilities and 

requirements for payoff of 

liens, judgments and 

undisclosed liabilities

Credit Update

Desktop Underwriter

July 2017
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– When DU issues “Approve/Eligible” using the disputed trade lines:

• Include the payment, if any, in the DTI but no further documentation is required.

– When loan casefile does not receive Approve recommendation including the 

disputed trade line, risk will be assessed EXCLUDING the trade line:

Disputed Tradelines and DU 10.1 

Desktop Underwriter

DU 10.1 
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..Credit Processing Continued‏
– Authorized User Accounts: DU considers authorized user accounts in it’s credit risk 

assessment.  FICO scores may be impacted but DU’s risk engine looks at the trade lines 

and makes a credit recommendation. 

– Lenders should underwrite without the benefit of these trade lines unless your borrower is 

the authorized user and you have confirmed they have been making the payments on the 

account.

Accounts Paid off at Closing‏
– Funds must be verified to pay off the account (if indicated in DU loan to be paid, DU will 

add amount to be verified); Underwriters will use discretion and MAY include a payment 

even if the account is being paid off.

– Accounts may remain open after closing

Desktop Underwriter

Authorized Users
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For loan casefiles underwritten through DU‏
– DU determines the maximum allowable debt-to income ratio based on the overall risk 

assessment of the loan casefile

– DU will apply a maximum allowable total expense ratio of 50% for non-HARP loans

Desktop Underwriter

Credit and Liabilities

DU 10.1 & 10.2 

57



:The total monthly obligation is the sum of the following‏
– Monthly housing expense (PITI)

– Monthly payments on installment debts and other mortgage debts that extend beyond ten 

months (including deferred installment loans); 

– Monthly payments on revolving debts (unless evidence paid off)

• If debt (all types) verified paid by someone else for at least 12 months the payment may be excluded; 

Policy includes all types of debts including mortgages

• Payment history must have no history of delinquencies in the most recent 12-month period

– Continued on next slide……..

Desktop Underwriter

Credit and Liabilities

SEL 2017-06
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The total monthly obligation….cont‏
– 30 Day charge accounts -monthly balance will not be calculated in the DTI but included as 

reserves in the “required funds to be verified” 

– Do not Omit or mark paid by close

• Verify MOP is “O” on credit report and mapped correctly into DU

– Monthly payments on lease agreements, regardless of expiration date of lease; 

– Any net rental loss from a rental property

– Properties owned free and clear still have tax and insurance that must be documented and 

included

Desktop Underwriter

Credit and Liabilities...cont
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– Student Loans‏ Is it Deferred or in Repayment?

Desktop Underwriter

Credit and Liabilities...cont

– Student Loans in repayment:

• Use the actual payment documented from credit report; If no payment listed

– Use verified loan terms from student loan lender 

– Documentation supplied by the borrower or

– 1% of the outstanding student loan balance

– Or verify loan is an income based repayment and there is a zero payment due  

SEL 2017-04
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:The total monthly obligation is the sum of the following‏

– Monthly alimony, child support, or maintenance payments that extend beyond 

ten months 

– Business debt in the borrower’s name unless-

• the account in question does not have a history of delinquency, 

• the business provides acceptable evidence that the obligation was paid out of company 

funds (such as 12 months of canceled company checks), and 

• the lender’s cash flow analysis of the business took the obligation into consideration

Desktop Underwriter

Credit and Liabilities ...cont

SEL 2017-06 allows option to reduce income by the monthly Alimony obligation in lieu of a liability 
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:The total monthly obligation is the sum of the following‏

– Selling Guide requirements are:

Desktop Underwriter

Credit and Liabilities...cont

SEL 2018-01 allows option to include a payment in the DTI if certain requirements are met
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 Income Verification Messages‏

Desktop Underwriter

Read The Verification Messages
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Fannie Mae Selling Guide

Continuance of Income‏

Desktop Underwriter

See B3-3.1-01, General Income Information (07/25/2017)
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:Most recent two years tax returns required when the borrower‏

– Earns 25% or more of his or her income from commissions; 

– Is employed by family members; 

– Is employed by interested parties to the property sale or purchase; 

– Receives rental income from an investment property (only one year of tax returns is 

required unless the borrower meets one or more of the other conditions in this list); 

– Receives income from temporary or periodic employment (or unemployment) or 

employment that is subject to time limits, such as a contract employee or a tradesman

– Receives income from capital gains, royalties, real estate, or other miscellaneous non-

employment earnings reported on IRS Form 1099; 

– Receives income that cannot otherwise be verified by an independent and knowledgeable 

source; 

– Uses foreign income to qualify; 

– Uses interest and dividend income to qualify; or 

– Receives income from sole proprietorships, limited liability companies, partnerships, or 

corporations, or any other type of business structure such as a Farm in which the borrower 

has a 25% or greater ownership interest. 

Desktop Underwriter

Income and Employment
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•General Levels of Documentation:  Base Earnings 

– Recent pay stub dated within 30 days of application and previous one or two years W-2s

– Verbal verification of employment within 10 business days of closing or after closing but 

prior to loan delivery

– Or a written verification of employment (Written VOE 1005) can be used in place of either 

of the above documentation as long as it contains applicable information

Income and Employment
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•General Levels of Documentation: Bonus and Overtime 

– Recent pay stub dated within 30 days of application and W-2’s for past two years and a 

verbal verification of employment

– Or a written verification of employment (Written VOE 1005) can be used in place of either 

of the above documentation as long as it contains applicable info

– See additional requirements for “Variable” income in the Fannie Mae 2017 Seller Guide 

Section B3-3.1-01, General Income Information

Two or more years of receipt of a particular type of variable income is recommended; however, variable income that has been 

received for 12 to 24 months may be considered as acceptable income, as long as the borrower’s loan application demonstrates 

that there are positive factors that reasonably offset the shorter income history.

Desktop Underwriter

Income and Employment
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 Commission income less than 25% of borrower’s total annual‏

employment income
– One recent pay stub, or

– recent pay stub and the previous two years W-2

– Or a written verification of employment (Written VOE 1005) can be used in place of either 

of the above documentation as long as it contains applicable info

Do Not Use Income If Borrower Qualifies Without 

 Commission income ≥ 25% of borrower’s total annual employment‏

income
– Pay stub, W-2’s and most recent signed federal tax returns for two years (per Fannie Mae 

Seller Guide policies); Lenders must review for unreimbursed (2106) business expenses

– If more than 60 days from the last filed tax return has passed, current income must be 

confirmed

Desktop Underwriter

Income and Employment
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•General Levels of Documentation: Self-Employment

– Most recent one year personal and federal business tax returns (Only one year required for 

certain cases  but borrowers still must be self-employed for two years) OR

– Most recent two years personal and two years federal business tax returns

– Profit and loss statement may be required by your investors or on a case by case basis

– Verbal VOE required to verify existence of a business within 120 calendar days of note 

date, or after closing but prior to loan delivery for all self employed borrowers

Desktop Underwriter

Income and Employment
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•General Levels of Documentation: Self-Employment

– Business returns can be waived if certain requirements are met

– Borrower has been self employed in the same business for at least five years 

– Borrower’s individual tax returns show an increase in self-employment income over 

the last two years; and

– The borrower is paying the down payment and closing costs with his or her own 

funds, and is not using any funds from the business account

Lenders May Still Need To Obtain Business Returns Even When The Above Criteria 

Has Been Met

Desktop Underwriter

Self-Employed Messages & Documentaton
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•General Levels of Documentation: Retirement Income

– If a monthly distribution is received from 401(k), IRA, SEP or Keogh account the borrower 

must have unrestricted access too the accounts without penalty

– When funds are drawn from assets, stocks, bonds or mutual funds, you must factor 

potential volatility of the income stream

Review Fannie Mae Selling Guide Section B3-3.1-09 For Complete Details On “Other” 

Sources Of Income

Desktop Underwriter

Income and Employment
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•DU 10.1 Effective July 29, 2017

Desktop Underwriter

Employment Offer Message
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•General Underwriting Requirements

– Lenders must review the “type” of income earned and entered in DU; income used for 

qualifying must be reasonably stable and likely to continue at the current levels. RED 

FLAG: Declining income

– Bonus and Overtime must be annualized or not used at all.

– Commission Income must be entered as “commission” and any unreimbursed expenses 

from the IRS form 2106 should be subtracted when commission income is >25% of 

borrower’s employment income ( SEL 2015-07)

– Employment by a relative or an interested party to the transaction requires applicant to 

provide tax returns regardless of the DU income documentation message

– Second Job must have a minimum typically of a two year history

– Enter self employed income in “base” income field & sure to mark the self employment box

– Non taxable sources of income can typically be grossed up 25% if evidence provided to 

verify the income is non-taxable 

– Handwritten pay stubs, pay stubs that do not contain ytd income or “stale dated” pay stubs  

are typically not acceptable 

Desktop Underwriter

Income and Employment
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:Verification Messages Broken out by Topic‏

–Assets and Reserves

•Amount to verify, liquidation, discounting of value, documentation requirements

Desktop Underwriter

Sample DU Findings Report
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Summary Section Lists Total Assets Entered‏

Desktop Underwriter

Asset And Funds Sections

Additional Reserves May Need To Be Verified  If Paying Off Accounts, Collections Or 

Owns Multiple Properties
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Fannie Mae Borrower Contribution Policy

– Allows for personal gifts, and in some cases gifts or grants from an entity, employer 

assistance, and Community Seconds as minimum borrower contribution for certain 

transactions

– Gift funds are never allowed on Investment 

– Gift letters will be required for all loans when gift funds are being used

– Proof of donor’s ability and/or transfer to the borrower is required

Desktop Underwriter

Assets and Reserves
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Desktop Underwriter

Assets and Reserves

High Balance Loans DO NOT Require Minimum Borrower Contribution For One Unit 

Properties
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Stocks, bonds and mutual funds for reserves‏
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Assets and Reserves
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 Retirement accounts (401k or IRA)‏

– The vested amount may be used for reserves 

– If these assets are needed to support the amount of funds required for closing and 

reserves, the available account balance must be documented with a recent depository or 

brokerage account statement as well as the conditions under which the funds may be 

withdrawn

– If funds needed for closing, proof of liquidation and deposit/receipt is required unless the 

liquidation value is at least 20% more than the amount of funds needed.

– Retirement accounts that allow for withdrawals only in connection with the borrower’s 

employment termination, retirement, or death, the retirement account asset should not be 

entered
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Assets and Reserves
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Selling Guide SEL 2014-06

Desktop Underwriter 80



Updates 

– Truncated Accounts Numbers

Desktop Underwriter

Asset and Reserves
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Updates 

– Sales Concessions Field or IPC is being removed from DU and 

lenders must make the adjustment to the purchase price manually

Desktop Underwriter

IPC Updates in DU
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 DU uses the number of financed properties to apply the following‏

eligibility guidelines:

– A minimum credit score of 720 is required for borrowers with 7-10 financed 

properties

– Borrowers are limited to a maximum of 10 financed properties

Borrowers with Multiple Financed Properties
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 DU Version 10.0 reflects a simplified policy that applies to loans for‏

borrowers with multiple financed properties. The policy requires fewer 

eligibility overlays and updated reserve requirements, which are 

automated by DU.
– A new field “Number of Financed Properties” added to additional data screen. It captures 

the number of 1-4 unit financed properties the borrower is personally obligated on.

– If that field is not completed, DU uses the number of properties in the REO Section that 

include a mortgage payment or are tagged to a mortgage in the liabilities section

– If neither of the Number of Financed Properties field or the REO section has been 

completed, DU uses the liabilities section to determine the number of financed properties

Borrowers with Multiple Financed Properties
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DU Issues A Message Informing The Lender What Number Was Used As The Number 

Of Financed Properties And Where That Information Was Obtained.
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DU determines the reserves required for the other residential financed 

properties (excluding the borrower’s principal residence and the 

subject property). The reserve amount is determined by applying a 

specific percentage to the aggregate of the outstanding unpaid 

principal balance (UPB) for all *mortgages & HELOC’s disclosed on 

the application. The percentage is based on the number of financed 

properties.

Borrowers with Multiple Financed Properties 

– Reserve Requirements

Desktop Underwriter

*If marked paid by close, omit or if associated with subject property, not included.
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Borrowers with Multiple Financed Properties

Desktop Underwriter

If The Loan Casefile Does Not Meet The Reserve Requirements, DU Will Issue An 

Ineligible Recommendation And A Message Will Be Issued. 
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Property and Appraisal

An Interior/Exterior Appraisal Is Always Required, Regardless Of The DU Appraisal 

Option, When The Last Sale Was An REO Or Foreclosure Sale  
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DU Version 10.2 March 2018

 Updated DU Property Messages‏

Desktop Underwriter 88



DU Version 10.0 Dec 2016 

Appraisal Waivers‏

– Updates to appraisal waivers, f/k/a 

Property Inspection Waiver (PIW) 

– Enforcement Relief for 

Reps/Warrants for Property Value 

for certain transactions

– Disclosure of Information to 

Appraisers (2016-09)
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FAQs

Appraisal Waivers‏

 F/K/A Property Inspection‏

Waivers (PIW)
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Appraisal Waiver Updates

 Available for Certain Purchase and Refinance DU Casefiles‏

– When a casefile is eligible for an appraisal waiver, Fannie Mae accepts the 

“submitted” value estimate as the market value.

– Fannie Mae provides relief of reps and warranties on the value, condition and

marketability of the property if the lender exercises the appraisal waiver option.

– To even receive an appraisal waiver message on the DU findings:

• A prior appraisal must be found for the subject property in Fannie Mae’s Collateral 

Underwriter® (CU
TM

) data

• That appraisal must be associated with one of the borrowers on the loan casefile for 

refinances.

• Property and transaction must meet criteria found in the Selling Guide...see next slide

– Fannie Mae no longer is charging the $75 fee to exercise the option;  SFC 801 is 

used upon delivery

– While Fannie Mae offers an appraisal waiver option, always check your own 

policies and procedures to ensure no overlay for an appraisal exist
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Appraisal Waivers-Ineligible Transactions
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 Fannie offers enforcement relief on reps/warranties related to property‏

value on certain loan casefiles when:

– Appraisal received a CU Risk Score of 2.5 or below, and

– Property type is a one-unit detached, attached or condominium property

:The following fields must be provided in DU‏

– The Actual Vs Estimated Appraised Value indicator…it must be submitted as 

“Actual” (Additional Data Screen)

• The value entered and zip code in UCDP® must match what was entered in DU.

– Doc file ID assigned from UCDP® must be provided (Additional Data Screen)

– Message will appear either way “Eligible for Relief” or “NOT Eligible for Relief”

Property Value Enforcement Relief 
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Desktop Underwriter

Sample CU Message That May Appear On DU Findings If A CU Doc File ID Is Entered; 

Score And Different Risk Messages
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 If Property Type Condominium, Project Review Type Message Will‏

Appear:

Desktop Underwriter

Property and Appraisal-Condos

2018-01 detached condos no longer require project approval (excluded manufactured homes)
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Condo Project Manager 8.2 Release Notes

Desktop Underwriter

On Aug. 18th‏ Condo Project 

Manager™ (CPM™) will be updated 

to align with the changes related to 

condo policies communicated in 

Selling Guide Announcement SEL-

2018-05. 
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Observations 

Desktop Underwriter

FYI information‏

97



Underwriting Analysis 

Validate the details‏
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Data Integrity Reminders
•Lenders are responsible for integrity of the data submitted to DU

– Do you have all pages to the bank statement and are all large deposits addressed 

and sourced?

– Retirement accounts?  Access verified if required?  Fully vested?  Did you subtract 

any outstanding loans and is applicant fully vested?

– Paying off a second mortgage?  Verify it was used to purchase the property or treat 

the loan as a cash out.  Also verify seasoning requirements for ownership and taking 

cash out.

– Refinance:  Is the property currently offered for sale or has it been offered for sale in 

the past six months?  For refinance transactions, properties must have been taken 

off the market as of loan disbursement date. 

– Is Property type entered correctly (condo, PUD, manufactured home)

– Are the HOA dues, flood insurance or MI payments included in the housing payment, 

if applicable?  Do you have written support?

– Does the occupancy make sense? Are the “Potential Red Flags” cleared as per the 

DU findings report?

– Are all the assets per DU verified plus any additional that are needed to payoff a 

judgment or collection?  Evidence of liquidation if needed?  Additional reserves?
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Data Integrity Reminders
•Lenders are responsible for integrity of the data submitted to DU

– Deferred loans must always be included in the debt ratio; Use amount on credit report, 1% 

of unpaid balance or actual verified payment

– Student loans in repayment use actual payment per credit report or student loan 

documentation; Payment may be zero if verified and IBR plan and the payment is zero.

– Lease Payments must always be included in the debit ratio regardless of number of 

payments remaining

– Installment/lease debt without a payment on the credit report, you must obtain 

documentation to verify the actual monthly payment amount (Exception:  Deferred Student 

loans see Selling Guide)

– Include revolving debt unless being paid off prior to or at closing; A payment may still be 

used based on underwriter judgment

– To exclude a liability that someone else pays requires documentation for 12 months 

– Income:  Break it out by type, check trends, history of receipt

– Do names, addresses and social security numbers match from document to document?
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www.FannieMae.com
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http://www.fanniemae.com/


Genworth Underwriting Guidelines
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Genworth Rate Express®
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LOS Connections
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Training Tools and Information
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Training Tools and Information
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Desktop Underwriter

Additional MI Site Information
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➢ ActionCenter®: 800 444.5664

➢ Your Local Genworth 

Regional Underwriter

➢ Your Genworth Sales 

Representative

Your Genworth Resources
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Legal Disclaimer
 Genworth Mortgage Insurance is happy to provide you with these training materials. While we strive for‏

accuracy, we also know that any discussion of laws and their application to particular facts is subject to 

individual interpretation, change, and other uncertainties. Our training is not intended as legal advice, and is 

not a substitute for advice of counsel. You should always check with your own legal advisors for 

interpretations of legal and compliance principles applicable to your business. 

 ,GENWORTH EXPRESSLY DISCLAIMS ANY AND ALL WARRANTIES, EXPRESS OR IMPLIED‏

INCLUDING WITHOUT LIMITATION WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A 

PARTICULAR PURPOSE, WITH RESPECT TO THESE MATERIALS AND THE RELATED TRAINING. IN 

NO EVENT SHALL GENWORTH BE LIABLE FOR ANY DIRECT, INDIRECT, INCIDENTAL, PUNITIVE, OR 

CONSEQUENTIAL DAMAGES OF ANY KIND WHATSOEVER WITH RESPECT TO THE TRAINING AND 

THE MATERIALS.

Genworth Mortgage Insurance Offers A Comprehensive Suite Of Training 

Opportunities To Boost Your Know-How, Benefit Your Bottom Line, And Serve Your 

Borrowers Better. Visit mi.genworth.com To Learn More.

Collateral Underwriter
®
, Home Ready

®
and Desktop Underwriter

®
or DU

®
, HomeStyle Renovation Loans

®
are registered trademarks of Fannie Mae

Loan Product Advisor
®
, Home Possible

®
, Home Possible Advantage

®
, Loan Collateral Advisor

®
and Home Value Explorer

®
(HVE

®
) are registered trademarks of Freddie Mac

Condo Project Manager™ (CPM™), MH Advantage Properties™, Automated Property Service ™(APS), HFA Preferred™ are trademarks of Fannie Mae

The Work Number
®

from Equifax
®

is a registered trademark of Equifax

ActionCenter
®
, Homebuyer Privileges

®
and Rate Express

®
are registered trademarks of Genworth Mortgage Insurance

Simply UnderwriteSM is a registered service mark of Genworth Mortgage Insurance
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