
 
 
 

 

November 2023 – Top Quality Findings    November 21, 2023 

☐ Correspondent Lending  

☒ Housing Finance Agency (HFA)  
 

This document in not a Consumer Credit Advertisement and is intended for Correspondent/HFA use only. This information is provided to assist Correspondents/HFA and is not a consumer credit 
advertisement as defined by Regulation Z. Loan approval is subject to credit approval and program guidelines. Not all loan programs are available in all states for all amounts. Interest rates and 
program terms are subject to change without notice. Mortgage and Home Equity products are offered by U.S. Bank National Association. Deposit Products offered by U.S. Bank National Association. 
Member FDIC. ©2023 U.S. Bank.  CR-43161977 

Best Practices  

Top 
Quality 
Findings 

U.S. Bank provides information to help lenders submit complete loan files for purchase. This 
information provides the most recent Quality Findings and Best Practices to cure. 

Rank Finding Common Errors Best Practice 

1 Income/ 
Employment 

• The file does 
not contain the 
appropriate 
income and 
employment 
documentation. 

• Enter all income sources used to qualify into the AUS. The AUS 
Feedback certificate will detail the required documentation for all 
income sources entered in LPA and DU. 
1. Year-to-date paystubs reflecting one full month's earnings and 

dated within 30-days of the initial loan application date. 
2. Alternative documentation can be provided in lieu of W-2 

Statements for the previous two consecutive years, such as an 
IRS Wage and Income (W-2) Transcript, a written Request for 
Verification of Employment, or the final year-to-date paystub, 
may be used if adequate information is provided.  Wage and Tax 
statement that is created with tax preparation software is not an 
acceptable alternative for the employer issued W-2. 

3. Provide Award letters, proof of receipt and continuance for 
retirement and pension income. 

4. Alimony and child support income must be stable and consistent.  
Documentation includes verifying the amount, proof of receipt 
and probability of continuance.  

5. Other sources of income including 2nd job, overtime, bonuses, 
commissions, and tips should have a two-year history and 
documentation to support likelihood of continuance. 

• Verification can be provided by the borrower, the borrower’s 
employer, or a third-party employment verification vendor. 

• Documentation must support the history of receipt, if applicable, 
and the amount, frequency, and duration of the income. 

• Income used to 
qualify was not 
calculated 
accurately. 

• Variable income is when a borrower’s primary employment earnings 
fluctuate due to hours and/or pay rate.   

• When calculating qualify income consider and evaluate the stability of 
the source of that income and establish that it is reasonably expected 
to continue.  

• For variable hours an average of the income from year to date and the 
previous two years should be considered for qualifying purposes.   

• Commissions, bonuses, or overtime are considered variable income 
and should use an average from year to date and the previous two 
years. 

• All income that is calculated by an averaging method must be 
reviewed to assess the borrower’s history of receipt, the frequency of 
payment, the earnings trend, and continuity of income.  

• When income is declining, you cannot include the previous year(s) 
earnings for qualifying.  Documentation must evidence that qualifying 
income has a history of consistency, stability and is likely to continue. 

• Include income calculation worksheets and provide written 
explanation of qualifying income when applicable. 

 



 

 

  

Rank Finding Common Errors Best Practice 

2 Assets 

• The file did not 
contain 
sufficient assets 
to close the 
transaction. 

• Pro-rated tax credits provided by the seller at closing in places where 
real estate taxes are paid in arrears cannot be used to determine if 
borrower has funds for the transaction. These credits reduce the 
borrower’s funds at closing however, the prorated tax credit cannot 
be considered when determining if the borrower has sufficient funds 
for the transaction. Verification of borrower’s own assets required. 

• Provide asset documentation as indicated in feedback messaging 
including a full 60-days bank statements, other assets statements, 
large deposits, Closing Disclosure for the sale of Real Estate, terms of 
withdrawal and proof of liquidity for retirement account(s). 

• Utilize Loan Delivery Checklist and the AUS feedback messages to 
ensure all required asset documentation is included in the credit 
package when submitting for purchase. 

• The gift funds 
were not 
properly 
documented. 

• Gifts must be evidenced by a letter signed by the donor, called a gift 
letter.  The gift letter must: 
1. Specify the actual or the maximum dollar amount of the gift; 
2. Include the donor’s statement that no repayment is expected;  
3. Indicate the donor’s name, address, telephone number, and 

relationship to the borrower. 
• The lender must verify that sufficient funds to cover the gift are in the 

donor’s account (such as a checking, savings, investments, trust or 
estate accounts owned by the donor) or have been transferred to the 
borrower’s account.  
1. Copy of the donor’s check and the borrower’s deposit slip, 
2. Copy of the donor’s withdrawal slip and borrower’s deposit slip, 
3. Evidence of the electronic transfer of funds from the donor’s 

account to the borrower’s account or to the closing agent, 
4. A copy of the donor’s check to the closing agent, or 
5. A settlement statement showing receipt of the donor’s check. 

• When the funds are not transferred prior to settlement, the lender 
must document that the donor gave the closing agent the gift funds in 
the form of an electronic transfer, certified check, a cashier’s check, 
or other official check. All three facets must be included in the file for 
the gift to be included as an acceptable source of funds for closing. 

• The borrower 
did not meet the 
minimum 
contribution 
rules if required. 

• Bond programs may require borrowers to make a minimum 
investment such as: Greater of $1,000 or 1% of purchase price or 
minimum investment to be 1% of the purchase price. These funds 
must come from the borrowers’ own assets and may include fees paid 
outside of closing and earnest money if they are documented. 
Prorated tax credit cannot be considered when determining if the 
borrower has sufficient funds for the mortgage transaction. 

• The asset 
statements are 
not free of any 
unexplained 
large deposits. 

• Large deposits for which the lender must obtain a credible explanation 
and document that the funds came from an acceptable source. 
1. VA: Any deposit in any one month that is greater than 1% of Sales 

Price must be verified and sourced. 
2. Conventional: A single deposit that exceeds 50% of the total 

monthly qualifying income for the loan. 
3. FHA: Any deposit in any one month that is greater than 1% of the 

Sales Price. 

• File does not 
contain an 
award letter or 
agreement 
meeting 
documentation 
requirements. 

• Provide all HFA Specific Required Documents, see HFA-Specific 
Checklists available in the U.S. Bank HFA Lending Guide, Section 500: 
Housing Finance Agency Programs. 

• A Copy of the Commitment Letter from the HFA verifying that a 
Commitment was made by the HFA for the Down Payment Assistance 
must be included in the file. 
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continued 

 

Rank Finding Common Errors Best Practice 

3 General 
Underwriting 

• The AUS findings 
report was missing 
and/or defective. 

• AUS finding must include HFA Program or Offering Identifier. 
• Desktop Underwriter (DU): 

1. Select HFA Preferred on the Additional Data screen in DU.  
2. Observations in the finding report will reflect 782 – HFA.  
3. Preferred (state HFA) and 781 HFA Preferred (Local HFA). 

• Loan Product Advisor (LPA) must include the Program 
Identifier:   
1. HFA Advantage. 
2. 251 Home Possible Advantage for HFA Numeric Offering 

Identifier. 
3. Home Possible Advantage for HFAs (eligible users only) 

Narrative Offering Identifier. 
• Provide AUS findings run prior to the Note date.  
• Validate the AUS findings for accuracy including LTV/CLTV, 

DTI, reserves, the income, and asset sources. 
• A complete loan package with all credit/underwriting 

documentation as outlined in the AUS Findings. 

• On a loan with 
subordinate 
financing proper 
documentation 
was not obtained. 

• Provide Down Payment Assistance documentation to support 
the amount and terms of subordinate financing.   

• Note. 
• Mortgage/Deed of Trust. 
• Must meet FHA, VA, FNMA or FHLMC guidelines. 
• If the program requires a Tax-Exempt Rider, the rider needs to 

be recorded with the First Mortgage/Security Instrument. 

4 General Loan 
Origination 

• The applicant is a 
non-U.S. citizen 
and does not meet 
loan requirements. 

• Non–U.S. citizens who are lawful non-permanent residents 
(NPRA) of the United States are eligible for mortgages under 
the same terms that are available to U.S. citizens.  

• Provide the legible, current documentation for non-U.S. 
Citizens to demonstrate the right to live and work in the Unites 
States. 

• U.S. Bank HFA Lending Guide Section 713.5.1 provides details 
on the most common documentation that may be used to 
demonstrate right to live/work in the United States for NPRA. 

• Borrower's 
identity was not 
confirmed prior to 
closing and did not 
conform to the 
USA Patriot Act. 

• Verify the Borrowers' identity by either a signed certification 
from the lender or by a government issued photo ID.  
Verification is required to ensure compliance with U.S. Bank 
policy regarding AML, BSA & OFAC. 

• The HUD 92900A 
not signed 
correctly. 

• The HUD Form 92900-A, Addendum to Uniform Residential 
Loan Application is an FHA requirement and must contain 
signatures from the underwriter, “other lender representatives", 
and the loan applicant(s). 
1. Pages 1-2 must be signed and dated by borrower(s) PRIOR 

to the Underwriting Approval. 
2. Page 3 Part IV A must be signed by the Underwriter or 

Mortgagee Representative for Accept or Approve loans via 
TOTAL Scorecard and Part IV B must be signed by the DE 
Underwriter that underwrote the appraisal and issued the 
FHA Conditional Commitment 92800.5b. 

3. Page 4 must be signed by the Third-Party Lender 
Representative(s) AFTER loan closing. 

• Failure to provide properly executed document will result in un-
insurability with FHA and non-purchase by U.S. Bank. Refer to 
the attached Job Aid. 
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Rank Finding Common Errors Best Practice 

4 
General Loan 
Origination, 
continued 

• The sales 
contract was 
not in the file or 
incomplete. 

• Ensure all attachments referenced in the Sales Contract are 
included in the closed loan file including Amendments, 
Addendums, Disclosures, Contingency Agreements & Exhibits.  

• Review the contract and attachments for initials or signatures 
and date as applicable. 

• Provide the FHA Amendatory Clause signed by the borrower 
and seller if it is not contained in the purchase agreement. 

• Ensure the FHA Real Estate Certification is signed and dated by 
the buyer, seller, listing agent and selling agent.  

• Provide the VA Escape Clause signed by the Veteran buyer and 
seller on all VA-guaranteed purchase transactions. 

5 Appraisal 

• The Condo 
approval was 
not in the file, or 
the Condo did 
not meet lender 
requirements. 

• U.S. Bank Home Mortgage offers multiple Condominium 
Review options for HFA lenders with approved condominium 
delegated authority.  

• Condominium Guidelines for lenders is covered in U.S. Bank 
HFA Lending Guide Section 810.5. 

• Copies of the Condominium Review/Approval documents must 
be included in loan file when delivered for purchase. 

• The appraisal or 
the completion 
certificate was 
not located in 
the loan file. 

• Follow the Automated Underwriting Feedback for Appraisal 
Report Requirements.  As referenced on our Overlay Matrices 
and as a reminder, appraisal waivers (PIW/ACE) are not 
accepted regardless of AUS findings for HFA Mortgages. 

• For appraisal report completed “subject to” necessary repairs, 
completion, or inspection a completion certificate with photos 
to demonstrate that the condition has been remedied or other 
evidence that the deficiency concern was remedied such as an 
inspector’s report, contractor’s statement, structural 
engineering report, etc. must be included in the file. 

  

Loan 
Delivery 
Checklists 

U.S. Bank utilizes multiple methods to reduce loan quality findings and eliminate potential delays in 
purchase including loan delivery and underwriting checklists located in the HFA Lending Guide 
(1100: Exhibits, Forms, & Checklists): 

• HFA 
o Conventional Loan Delivery Checklist  
o Government Loan Delivery Checklist 

Please remember to send a complete loan package, including all credit/underwriting documents, 
to avoid pre-funding and post-funding deficiencies and quality findings. Lenders may not receive 
notice of loan deficiencies for all items included on the checklist, however, we do require the credit 
package along with the full closed loan package. 

Questions HFA: Please contact the Housing Finance Agency Hotline at 800.562.5165, option 1 for 
the HFA Customer Care Team. 

 

 

http://www.allregs.com/aong/main.aspx?did2=2c7eba34-a0f5-498e-b60d-179f9c490280
http://www.allregs.com/aong/main.aspx?did2=fd5c1acb-ae45-4d09-8885-c23f4bfd9d89
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mxsmi26
Typewritten Text
The HUD Form 92900-A, Addendum to Uniform Residential Loan Application is a FHA requirement and must contain signatures from the underwriter, “other lender representatives", and the loan applicant(s).

mxsmi26
Typewritten Text
10 digit Case Number and 3 digit 
ADP Code - must match FHA 
Connection Case Number Assignment


mxsmi26
Typewritten Text
3rd Party Lenders Loan Number

mxsmi26
Typewritten Text
                              Third Party Lenders ID Number, this can be 
found on the FHA Connection Case Number Assignment

mxsmi26
Typewritten Text
Third Party Lenders Name, Address and Phone Number

mxsmi26
Typewritten Text
U.S. Bank Home Mortgage ID


U.S. Bank Home Mortgage 
Name and Address 

mxsmi26
Typewritten Text
Ensure the name matches FHA Connection
and the borrowers current address on the URLA

mxsmi26
Typewritten Text
Ensure the subject property address matches FHA connection including Zip
Code.  Capture the Subdivision, Lot and Block for the subject property.


mxsmi26
Typewritten Text
Third Party Lenders MLO name 

mxsmi26
Typewritten Text
Ensure the borrower information matches FHA Connection and the URLA

mxsmi26
Typewritten Text
Borrower's signature and date must be prior to Underwriters review.  See Underwriter's certification in Part IV - Section A on page 3. 

mxsmi26
Typewritten Text
Third Pary Lenders MLO

mxsmi26
Text Box
Pages 1 & 2 must be signed by the Borrower(s) prior to Underwriting per FHA requirements.
Failure to provide properly executed document will result in un-insurability 
with FHA and non-purchase by U.S. Bank


lmpark
Sign Here

lmpark
Sign Here
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mxsmi26
Typewritten Text
Borrower's signature and date must be prior to the DE Underwriters review and approval in Part IV - Section A on page 3. 

mxsmi26
Text Box
Pages 1 & 2 must be signed by the Borrower(s) prior to Underwriting per FHA requirements
Failure to provide properly executed document will result in un-insurability 
with FHA and non-purchase by U.S. Bank

mxsmi26
Typewritten Text
Borrowers name as it appears	                             				10 digit case number
 in FHA Connection							assigned in FHA Connection

lmpark
Sign Here

lmpark
Sign Here
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rO��V�\P��P��Sh��h����\V�Y	���Y�YZR��hP��g������V�PYZR�P���Z_�YZ�\\h��\_��g�PfY��\��PYgY\�PY�Zt�
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mxsmi26
Typewritten Text
Final Approval Date

mxsmi26
Typewritten Text
The greater of 90 days from the approval date OR the Action Date on the Conditional Commitment.


mxsmi26
Typewritten Text
Borrowers name as it appears	                             				10 digit case number
 in FHA Connection							assigned in FHA Connection

mxsmi26
Typewritten Text
Signature of  Underwriter or Mortgagee Representative
Name of Underwriter or Mortgagee Representative
Title of Underwriter or Mortgagee Representative

mxsmi26
Typewritten Text
Only required for REFER or Manually Underwritten loans. 

mxsmi26
Typewritten Text
Must match the signer on the Conditional Commitment 92800.5b for the appraisal


mxsmi26
Text Box
Page 3 Part IV A must be signed by the Underwriter or Mortgagee Representative for Accept or Approve loans via TOTAL Scorecard
Part IV B must be signed by the DE Underwriter that underwrote the appraisal and issued the FHA Conditional Commitment 92800.5b
Failure to provide properly executed document will result in un-insurability 
with FHA and non-purchase by U.S. Bank


lmpark
Sign Here

lmpark
Sign Here

lmpark
Sign Here

mxsmi26
Text Box

mxsmi26
Text Box
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mxsmi26
Typewritten Text
Borrowers name as it appears	                             				10 digit case number
 in FHA Connection							assigned in FHA Connection

mxsmi26
Typewritten Text
Third Party Lender must complete this section Post Closing.   

mxsmi26
Typewritten Text
Signature of Third Party Lender is required					Date must be AFTER Loan Closing

mxsmi26
Text Box
Page 4 must be signed by the Third Party Lender Representative(s) at or post closing
Failure to provide properly executed document will result in un-insurability 
with FHA and non-purchase by U.S. Bank


lmpark
Sign Here
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