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Lender Tips for Identifying Undisclosed Liabilities 
May 12, 2010 

 

Fannie Mae’s updated undisclosed liabilities policy requires lenders to determine that 
all debts of the borrower, including those incurred during the loan application process, 
are disclosed on the final loan application and included in the borrower qualification. 
Refer to Announcement SEL-2010-01 and the Loan Quality Initiative FAQs for 
additional information. 

 Fannie Mae’s primary objective in updating the policy is to support borrowers’ ability to sustain 
homeownership. A full and accurate report of the borrower’s liabilities is critical to underwrite the 
loan to requirements that are designed to support long-term sustainability. 

 Lenders are responsible for properly qualifying borrowers and accurately assessing their ability to 
repay their loan by performing sound underwriting and exercising due diligence throughout the 
origination process. As part of the qualifying and underwriting process, lenders are accountable for 
the accuracy of all information in the loan file up to and concurrent with closing, including changes 
in borrower circumstances. 

 Borrowers also have a responsibility to provide accurate and complete information on their loan 
application and to inform their lender of any changes to their employment, income, debt obligations, 
or other financial circumstances during the application process. 

 Fannie Mae has not changed the policy as it relates to credit reports. Credit documents, including 
the credit report, are valid for 90 days from the date of the report and may not be older than 90 days 
at time of closing (i.e., the date that the Note is signed by the borrowers).  

Lenders must take steps to proactively identify any and all undisclosed liabilities that may affect the loan 
approval in relation to underwriting guidelines, eligibility parameters, or pricing. It is the lender’s responsibility 
to develop and implement its own business processes to support compliance with Fannie Mae’s requirements 
on loans delivered to us. Although many lenders already have such processes in place, Fannie Mae is 
providing some tips for lenders to consider: 

 Refreshing a credit report just prior to closing may uncover additional debt or credit inquiries. 

 New vendor services are becoming available to provide borrower credit report monitoring services 
between the time of loan application and closing. 

 Credit inquiries listed on the credit report should be investigated to determine whether the borrower 
did in fact open additional debt resulting in repayment obligations. In some cases, it is possible to 
obtain a direct verification with the creditor associated with the inquiry. 

 Fraud-detection tools are available through multiple vendors that assist lenders in identifying 
undisclosed mortgages or other potentially fraudulent scenarios. Two examples of available 
services: 

https://www.efanniemae.com/sf/guides/ssg/annltrs/pdf/2010/sel1001.pdf
https://www.efanniemae.com/sf/lqi/pdf/lqifaqs.pdf
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• A Mortgage Electronic Registration System (MERS®) report can be run to determine if the borrower has 
undisclosed liens and/or if another mortgage is being originated. MERS® ServicerID is a free service 
available to the public that allows users to obtain servicer information on properties with mortgage liens 
registered in the MERS® system. This service can be accessed via https://www.mers-servicerid.org/sis/.  
MERS® subscribers and members are provided more detailed information through the MERS® Link 
service. 

• Other vendor services are available that provide information via a multi-lender cooperative, which is a 
database through which lenders share borrower loan application and closing data. The information can 
identify undisclosed mortgages that are in the origination stage or that are recently closed. 

 

https://www.mers-servicerid.org/sis/

