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Mortgagee Letter 96-34 (ML 96-34) announced a process by which FHA would approve automated underwriting systems (AUS).  The rigorous approval procedure described in ML 96-34 was designed to ensure that before FHA approved an AUS, the automated underwriting system met FHA's policy objectives of expanding homeownership opportunities, reducing the time and cost associated with originating FHA-insured mortgages, and enhancing its ability to manage its mortgage insurance funds.





This mortgagee letter announces that FHA has approved both Fannie Mae's Desktop Underwriter for FHA ("DU for FHA") and PMI's pmiAURA System for FHA ("pmiAURA for FHA") for use on FHA insured mortgages effective immediately.  Fannie Mae and PMI have sufficiently demonstrated that their automated underwriting systems are consistent with FHA's policy objectives.  Revisions to FHA requirements necessary to implement DU for FHA and pmiAURA for FHA are embodied in the user's guides published by Fannie Mae and PMI Mortgages Services, respectively.  Lenders are advised to consult these guides before using either of these two automated underwriting systems.





DU for FHA and pmiAURA for FHA evaluate loan data elements, including information about the applicant, the subject property, and the mortgage loan, and provide an underwriting recommended for use in determining the loan's eligibility for mortgage insurance by FHA.  Both systems provide an underwriting recommendation that indicates either that the borrower's credit and capacity are acceptable or that the loan application must be referred to an individual underwriter for further consideration.





The mortgage credit portion of those loan applications receiving an "approve" risk classification from either system need not be reviewed by a DE underwriter, and the mortgage credit analysis worksheet (HUD-92900-PUR or HUD-92900-WS, as appropriate) will reflect a CHUMS underwriter identification number assigned to these individual AU systems.  The lender must provide the findings report on all mortgages that are scored by either DU for FHA or pmiAURA for FHA and subsequently submitted to FHA for endorsement.  The findings reports are required documents and are to be placed in the FHA endorsement binder, right-side, top sheets, with a copy retained in the lender's origination binder.  Failure to provide these documents will result in the case binder being returned to the lender.
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The lender remains accountable for compliance with FHA guidelines and those credit, capacity, and documentation aspects not addressed in the user's guides provided by Fannie Mae or PMI, as appropriate.  A FHA-registered DE underwriter must review the appraisal on all loans, and must fully underwrite those applications where either system refers the file to an individual underwriter.  Lenders must use the 7/99 version of form HUD-92900-A to accommodate this revised procedure.  HUD forms are available for downloading from the HUDCLIPS website (http://www.hudclips.org/sub_nonhud/html/forms.htm).





While FHA has approved DU for FHA and pmiAURA for FHA, Fannie Mae and PMI Mortgage Services are the vendors for these automated underwriting system and the terms and conditions of their use by the lending institution are to be negotiated directly with them.  This approval of these proprietary automated underwriting systems does not invalidate the approval to use any other AUS without credit policy waivers as described in ML 95-7.  FHA reserves the right to revoke its approval of a system or approval to use a system if it finds that the AUS no longer serves FHA's policy objectives or results in unacceptable loan quality.





Questions regarding this mortgagee letter should be addressed to the Homeownership Centers in Atlanta (888.696.4687), Denver (800.543.9378), Philadelphia (800.440.8647), and Santa Ana (888.827.5605).





						Sincerely,











William C. Apgar


Assistant Secretary for Housing-


Federal Housing Commissioner








