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Derogatory Accounts
FSB will review the file as a whole to determine if outstanding collection and charge off

accounts will require payment or may remain open. Regardless of debt determination. the
credit history that derogatory accounts present must still be included in the analysis of the file.
The underwriter has the final determination. and the file must contain:
1) LOX for all derogatory credit showing on report to help the underwriter determine if a
pattern exists or if circumstances were out of the borrower’s control
2) Supporting documentation for the LOX provided. if noted within the letter. The
explanation and supporting documentation must be consistent with other credit
information in the file.

Underwriting will review the information to determine if the collection accounts and charge
offs were a result of 1) the borrower’s disregard for financial obligations: 2) the borrower’s
nability to manage debt: or 3) extenuating circumstances.



