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Course Outline

· Eligibility

· VA Credit Standards

· Income Issues

· Credit Issues

· Automated Underwriting Issues

· Common Underwriting Problems

· Becoming a VA Approved Underwriter

· Training

USEFUL WEB SITES
	Address  (URL)
	What’s There?

	
	

	www.homeloans.va.gov
	Lender’s Handbook, VA forms, FAQs, e‑mail addresses, information pamphlets, links to lists of VA acquired homes, VA Regional Office directory

	
	

	www.tas.vba.va.gov
	The Appraisal System (TAS), appraisal assignments and Notices of Value 

	
	

	http://tas.vba.va.gov/TAS/index.html
	Automated Certificate of Eligibility Program (ACE)

	
	

	www.homeloans.va.gov/elig.htm
	Eligibility Centers (eligibility information, FAQs, download 26‑1880)

	
	

	www.vba.va.gov/pubs/forms1.htm
	VA Forms

	
	

	www.nara.gov/regional/mpr.html
	National Personnel Records Center (Includes information regarding obtaining military personnel records.)

	
	

	www.homeloans.va.gov/train.htm
	Free training on the VA home loan program, including web-based, computer-based, videotapes, and interactive TV courses.

	
	

	http://homeloans.va.gov/mortlen1.htm
	Find a VA approved lender in any location.

	
	

	predesignteamfee@vba.va.gov.  
	E-mail address to send comments or suggestions to the Loan Production Redesign Team


Regional Loan Centers 

Atlanta, GA


  




(888) 768-2132

  Georgia, Tennessee, North Carolina, South Carolina

Cleveland, OH






(800) 729-5772

  Ohio, Michigan, Indiana, Delaware, Pennsylvania,

   New Jersey

Denver, CO







(888) 349-7541

  Colorado, Wyoming, Montana, New Mexico,

   Alaska, Utah, Idaho, Oregon, Washington

Houston, TX







(888) 232-2571

  Texas, Arkansas, Oklahoma, Louisiana

Manchester, NH






(800) 827-0336

  Maine, Massachusetts, Connecticut, Vermont, 

  New Hampshire, Rhode Island, New York

Phoenix, AZ







(888) 869-0194

Arizona, Nevada, California

Roanoke, VA






(800) 933-5499

  Virginia, West Virginia, Washington DC, 

  Maryland, Kentucky

St. Paul, MN







(800) 827-0611

  Minnesota, Illinois, Iowa, Nebraska, Kansas,

  Wisconsin, North Dakota, South Dakota, Missouri

St. Petersburg, FL






(888) 611-5916

  Florida, Alabama, Mississippi

Note:  These Regional Offices also have fully functioning Loan Production offices:

San Juan, PR






(787) 772-7212

Honolulu, HI







(808) 433-0480

VA ELIGIBILITY CENTERS
Los Angeles VA Eligibility Center

	Mail Service

	Department of Veterans Affairs

Eligibility Center

PO Box 240097

Los Angeles, CA  90024


Toll Free: 1-888-487-1970
Telephone:  (310) 235-6199, Ext. 8174

Web site:  www.vahomes.org/la/home.htm

The Los Angeles VA Eligibility Center services the following states:

	Alaska
	Illinois
	Nebraska
	Texas

	Arizona
	Iowa
	Nevada
	Utah

	Arkansas
	Kansas
	New Mexico
	Washington

	California
	Louisiana
	North Dakota
	Wisconsin

	Colorado
	Minnesota
	Oklahoma
	Wyoming

	Hawaii
	Missouri
	Oregon
	

	Idaho
	Montana
	South Dakota
	


Winston-Salem VA Eligibility Center

	Mail Service
	Courier Service

	Department of Veterans Affairs

Eligibility Center

PO Box 20729

Winston-Salem, NC  27120
	Department of Veterans Affairs

Eligibility Center

251 N. Main St.

Winston-Salem, NC  27155


Toll Free:  1-888-244-6711

The Winston Salem VA Eligibility Center services the following states:

	Alabama 
	Maine
	New York
	Virginia

	Connecticut
	Maryland
	North Carolina
	Vermont

	Delaware
	Massachusetts
	Ohio
	West Virginia

	Florida
	Michigan
	Pennsylvania
	

	Georgia
	Mississippi
	Rhode Island
	District of Columbia

	Indiana
	New Hampshire
	South Carolina
	

	Kentucky
	New Jersey
	Tennessee
	


Note:  Eligibility Certificates are also available from:

San Juan, PR






(787) 772-7212

Honolulu, HI







(808) 433-0480

Interest Rate Reduction Refinancing Loan Procedures

Loan Status Inquiries

Lenders wishing to confirm the status of an existing VA guaranteed loan for the purpose of processing an IRRRL can do so by e-mailing the following website: www.vba-roanoke.com/rlc/va-e-lenders/.  Please do not include more than 5 cases per inquiry.  You should receive a response within 24 hours.

The inquiry should contain:

· veteran’s name

· social security number

· 12 digit VA loan number (if available)

· month and year of loan being refinanced
If there is a match, your response will contain the following information:

· 12 digit VA loan number

· veteran’s name

· entitlement code

· original loan amount

· guaranty amount

· description (Active, Paid in Full, etc.)

This information, along with that obtained from the applicant during the application process, should be sufficient to complete the VA Loan Summary Sheet.

If it is not possible to confirm a match, lenders will be advised to develop the case further and apply for a Certificate of Eligibility via the appropriate Eligibility Center.

Certificates of Eligibility

IF lenders receive a response confirming the loan they propose to refinance is an active VA guaranteed loan made to the veteran in question, a COE will not be required with their guaranty submission.  A printout of the response  will suffice.  A printout can also be used for lenders using EDI who would normally send the COEs along with the list of loans processed.  If there is any confusion after receiving the response from VA, lenders should apply for a COE to confirm the loan they propose to refinance is reflected.  NOTE:  This policy of not requiring a COE only applies to IRRRLs and only in those cases where the lender has received a response confirming the active loan.  

IRRRLs where the existing loan is not current

Any IRRRL made to refinance a loan that is 30 days or more past due as of the date of closing MUST be submitted for prior approval.  It’s important that such cases be clearly identified as Prior Approval when submitting to VA. 

Interest Rate Reduction Refinancing Loan Procedures

Loan Status Inquiries

Lenders wishing to confirm the status of an existing VA guaranteed loan for the purpose of processing an IRRRL can do so by e-mailing the following website: www.vba-roanoke.com/rlc/va-e-lenders/.  Please do not include more than 5 cases per inquiry.  You should receive a response within 24 hours.
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Any IRRRL made to refinance a loan that is 30 days or more past due as of the date of closing MUST be submitted for prior approval.  It’s important that such cases be clearly identified as Prior Approval when submitting to VA.
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REQUEST FOR A CERTIFICATE OF ELIGIBILITY
FOR VA HOME LOAN BENEFITS

Hespondent Burden: 15 minutes

Department of Veterans Affairs
Attn: Loan Guaranty Division

TO LA Eligibility Center (344/263)

P. 0. Box 240097
Los Angeles, CA 90024

NOTE: Please read information on reverse before completing this form. If additional space is required, attach a separate sheet.

1. FIRST-MIDDLE-LAST NAME OF VETERAN 2. DATE OF BIRTH

3. VETERAN’'S DAYTIME TELEPHONE NO.

4. ADDRESS OF VETERAN (No., street or rural route, city or P.O., State 5. MAIL CERTIFICATE OF ELIGIBILITY TO: (Complete QNLY if the Certificate is to be
and ZIP Code) mailed to an address different from the one listed in Item 4)

6. MILITARY SERVICE DATA (ATTACH PROOF OF SERVICE - SEE PARAGRAPH "E" ON REVERSE)

B. PERIODS OF ACTIVE SERVICE

A ITEM C. NAME (Show your name exactly as it appears
’ DATE FROM DATE TO on your separation papers or Statement of Service

NUMBER

D. SOCIAL SECURITY E. SERVICE

NUMBER

F. BRANCH OFf
SERVICE

-

e |n

OR DO YOU NOW HAVE ANY SERVICE-CONNECTED DISABILITIES?

D YES D NQ_ (If "Yes," complete item 7B)

7A. WERE YOU DISCHARGED, RETIRED OR SEPARATED FROM SERVICE BECAUSE OF DISABILITY [78B. VA CLAIM FILE NUMBER

C-

8. PREVIOUS VA LOANS (Must answer N/A if no previous VA home loan. DO NOT LEAVE BLANK)

B. TYPE

Manufactured Home, C. ADDRESS OF PROPERTY

or Direct)

A, ITEM {Home, Refinance, 0.

DATE
OF
LOAN

E. DO YOU F. DATE PROPERTY WAS

STILL OWN SOLD (Submit a copy of
THE PROPERTY? HUD-1, Settlement

(YES/NQ) Statement, if available)

G. VA LOAN NUMBER
(If known)

ojalrfwin|~

| CERTIFY THAT the statements herein are true to the best of my knowledge and belief.

9. SIGNATURE OF VETERAN (Do NOT print)

10. DATE SIGNED

FEDERAL STATUTES PROVIDE SEVERE PENALTIES FOR FRAUD, INTENTIONAL MISREPRESENTATION, CRIMINAL CONNIVANCE OR
CONSPIRACY PURPOSED TO INFLUENCE THE ISSUANCE OF ANY GUARANTY OR INSURANCE 8Y THE SECRETARY OF VETERANS AFFAIRS.

FOR VA USE ONLY

11A. DATE CERTIFICATE ISSUED

11B8. SIGNATURE OF VA AGENT

VA FORM - SUPERSEDES VA FORM 26-1880, SEP 1996,
MAR 1999 26 1 880

WHICH WILL NOT BE USED.
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AUTHORIZATION NUMBER  SB-89 FOR LOAN GUARANTY BENEFITS
(ACE Generated)
NAME OF VETERAN ISR SERVICE NUMBER  ENENEN
‘SOCIAL SECURITY NUMBER /RN
ENTITLEMENT COOE 10 BRANCH OF SERVICE NAVY  DATE oF 8iRTH D
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Gan Number [State]Loan Amounf[Date of Loan[Erement Uset B
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This veteran's available basic entitlement is $0.00*

“Veteran is eligible for the benefits of Chapter 37, Title 38, U.S. Code, subject to any condition(s) cited
below. Basic entitiement for veterans who have not previously used home loan benefits is $36,000. The
available basic entitlement is increased by up to $24,000 for home purchase and construction and
condominium loans which are for an amount in excess of $144,000. The guaranty will not exceed 25
percent. Available entitieent represents the portion of a loan which may be guaranteed or insured by VA
to a lender. For more information about maxiumum loan amounts, contact the nearest VA Regional Loan
Center for further information.

CONDITIONS

Valid unless discharged or released subsequent to date of this certificate. A
certification of continuous active duty as of date of note is required.

) 0o 6+11-2002 16:8:0

03/24/2003




General Reference Information

Military Records
National Personnel Records Center (Military Personnel Records NPRC (MPR))

www.nara.gov/regional/mpr.html
Personnel Reserve Centers
If a reservist needs to obtain copies of point statements or other documentation that reflects 6 years participation with evidence of honorable discharge needed to apply for home loan benefits contact:

	Branch
	Type of Form
	Telephone

	Army/Air National Guard
	NGB 22, Report of Separation and Record of Service
	(314) 592-0123

	Army Reserve
	DARP FM 249-2E or ARPC Fm 606, Chronological Statement of Retirement Points
	(314) 592-0123

	Navy Reserve
	NRPC 1070-124, Annual Retirement Point Record
	(800) 966-9174

	Air Force Reserve
	AF 526, Point Summary Sheet
	(800)  525-0102 x 388 or 403

	USMC Reserve
	NAVMC 798
	(314) 538-4200 or 4147

	Coast Guard Reserve
	CG 4175
	(314) 538-4200 or 4147


Military Records Center
If a veteran needs to obtain copies of discharge papers needed to apply for home loan benefits contact:

	Branch
	Telephone

	Army
	(314) 592-0123

	Air Force
	(800) 525-0102 ext. 388 or 431

	Navy
	(314) 538-4141

	Marines
	(314) 538-4141

	Coast Guard
	(314) 538-4141


SF Form 180 required to request discharge papers can be found at

: 

www.vba.va.gov/pubs/otherforms.htm
Quick Reference Table For VA Eligibility
	ERA
	DATES
	TIME REQUIRED

	WW II
	 9/16/40- 7/25/47
	90 days

	Post WW II
	 7/26/47- 6/26/50
	181 days

	Korean
	 6/27/50- 1/31/55
	90 days

	Post Korean
	 2/ 1/55-  8/ 4/64
	181 days

	Vietnam
	 8/ 5/64- 5/ 7/75
	90 days

	Post Vietnam
	  5/ 8/75- 9/ 7/80

  5/ 8/75-10/16/81

  9/ 8/80- 8/ 1/90

10/17/81- 8/ 1/90
	enlisted - 181 days

officers - 181 days

enlisted - 2 years*

officers - 2 years*

	Persian Gulf
	 8/ 2/90 - present
	2 years*


*The veteran must have served 2 years or the full period which called or ordered to

active duty (at least 90 days during wartime and 181 during peacetime).
	Other Eligible Persons
	Time Required

	Active Duty Member **
	90 days (181 during peacetime)

	Reserve/Guard
	6 years in Selected Reserves

	Unmarried Surviving Spouse
	No time requirement.  Veteran 

must have died on active duty or 

from a service connected disability.

	IRRRL Following Veteran’s Death
	Surviving  spouse must 

be on original loan


**Certificate only valid while veteran remains on active duty.

Selected Reserves/National Guard

Must complete a total of 6 years in the Selected Reserves or National Guard with an honorable discharge and not be otherwise eligible.  Eligibility under this program expires 

September 30, 2009, unless extended by Congress.  To make application, a VA Form 26-1880, Request for a Certificate of Eligibility for VA Home Loan Benefits, must be completed along with proof of at least 6 years service in the Selected Reserves or National Guard.  This includes those in AGR (Active Duty Guard/Reserve or Active Guard/Reserve) status.  The following forms may be submitted:

Army National Guard

NGB Form 22 or NGB Form 23

Air National Guard

NGB Form 22 or NGB Form 23

Army Reserve


DARP Form 249-2-E

Navy Reserve


NRPC
1070-124

Air Force Reserve

AF 526

USMC Reserve

NAVMC 798

Coast Guard Reserve

CG-4175

Retirement Points History Statement - These forms are reportedly mailed annually at or near the veteran’s anniversary date.
Interest Rate Reduction Refinancing Loans (IRRRLs)

Who Can an IRRRL

be Made to?


Generally, the party(ies) obligated on the original loan must 

                                                be the same on the new loan (and the veteran must still own 

                                                the property).

The lender should contact VA regarding a proposed IRRRL involving a change in obligors unless the acceptability of the IRRRL is clear based on information shown in the examples below.

	Parties Obligated on Old VA Loan
	Parties to be Obligated on new IRRRL
	Is an IRRRL Possible

	Unmarried veteran
	Veteran and new spouse
	Yes

	Veteran and spouse
	Divorced veteran alone
	Yes

	Veteran and Spouse
	Veteran and different spouse
	Yes

	Veteran alone
	Different veteran who has substituted entitlement
	Yes

	Veteran and spouse
	Spouse alone (veteran died)
	Yes

	Veteran and nonveteran joint obligors
	Veteran alone
	Yes

	Veteran and spouse
	Divorced spouse alone
	No

	Unmarried veteran
	Spouse alone (veteran died)
	No

	Veteran and spouse
	Different spouse alone (veteran died)
	No

	Veteran and nonveteran joint loan obligors
	Nonveteran alone
	No


VA Funding Fee Schedule
	Loan Type
	Required Down Payment
	Active Duty Personnel and Veterans
	National Guard and Reservists

	First Time Use of VA Loan Guaranty Benefits

	Purchase/Construction
	  0%   down
	2.00%
	2.75%

	
	  5%   down
	1.50%
	2.25%

	
	10%   down
	1.25%
	2.00%

	Regular Cash Out

Refinance
	
	2.00%
	2.75%

	Second or subsequent use of VA Loan Guaranty Benefits

	Purchase/Construction
	  0%   down
	3.00%
	3.00%

	
	  5%   down
	1.50%
	2.25%

	
	10%   down
	1.25%
	2.00%

	Regular Cash Out Refinance
	
	3.00%
	3.00%


All Interest Rate Reduction Refinance Loans

0.50%

Native American Direct Loans


1.25%

Manufactured (Mobile) Home Loans

1.00%

Assumptions*




1.00%

*Effective 12/13/2002 - 9/30/2003.  This pertains to loans originally closed by the veteran on or after March 1, 1988.  There is no funding fee required for assumption of loans closed prior to March 1, 1988 or assumed under Title 38 USC 3713.

A D V E R S E   C R E D I T   I S S U E S

(A Handy Guide for VA Loans)
1.  SLOW PAYS:  Generally acceptable as long as  most recent 12 months are clear.

2.  COLLECTION ACCOUNTS:  OK if paid off over 12 months ago, but do not necessarily have to be paid off.  Consider bona fide or legal defenses.  Payment after acceptability of credit is questioned does not improve credit worthiness.  

3.  JUDGMENTS:  Must be paid off or on an acceptable repayment plan with history of timely payments.

4.  BANKRUPTCY (Liquidation):

· Within the last 12 months:  can generally not qualify

· Within the last 12- 24 months:  can qualify under certain circumstances:

a.  caused by documented circumstances beyond control AND with subsequent
 favorable references over continued period, OR

b.  caused by self-employment AND obtains permanent position AND no bad credit before self-employment or after bankruptcy, AND business failure not caused by misconduct.

· Over 24 months:  can generally disregard

5.  BANKRUPTCY (Wage Earner Plan):  OK if satisfactorily completed.  OK if still in

      repayment and with a satisfactory payment history for last 12 months AND approval of

      court.

6.  CONSUMER CREDIT COUNSELING:  OK if started before delinquency and

      completed or still current.  OK if started after delinquency and completed satisfactorily.  

      If started after delinquency and still in progress, must have a 12 month satisfactory

      history and approval of credit counselor.

7.  FORECLOSURES:

· FHA & Conventional:  OK if on assumer.  If on borrower, apply Liquidation Bankruptcy guidelines above.

· VA:  Veteran must have paid any applicable loss or must have sufficient remaining entitlement.  Apply FHA/Conventional guideline above.

8.  FEDERAL DEBTS:  Must be paid in full OR on an acceptable repayment plan.  

THIS IS ONLY A SUMMARY.  CONSULT THE LENDER’S HANDBOOK,   CHAPTER   4,   FOR   ADDITIONAL   INFORMATION.

I  N  C  O  M  E

(A Handy Quick Reference Guide for VA Loans)

1.  Overtime, Part Time, Second Jobs, & Bonuses 

· generally need two years  

· regular & predictable

· likely to continue

· compatible hours of duty

      (If between one & two years use to offset intermediate term debts:  10-24 months)
2.  Commissions

· generally need two years

· complete tax returns 

· VOE with ytd earnings, basis & intervals for payment

 3.   Self Employment
· complete tax returns (2 yrs) + interim P & L and Balance Sheet

· corporation/partnership:  list of owners

4.  Active Duty Military
· Leave & Earnings Statement

· 12 months remaining OR reenlistment verification OR subsequent income verification

5.  Rental Income

· present residence:  offset mortgage payments only

· multi-unit dwelling:  6 months reserves AND likelihood of success as landlord

· other rent property:  3 months reserves AND 2 years tax returns

6.  Alimony, Child Support & Maintenance Payments

· applicant must want considered

· written agreement/court decree

· length & regularity of receipt

· ability to compel payment

7.  Automobile Allowances
· offset car payment

· excess over car payment with proper documentation

8.  Other Eligible Income

· pension/retirement

· disability

· dividends

· interest

· royalties

· public assistance if at least 3 years remaining

· workman’s comp if for foreseeable future AND vet wishes to reveal

· unemployment if regular due to seasonal work

· foster care as offset only

 BECOMING A VA APPROVED UNDERWRITER

(From Lenders Handbook, Chapter 1.)

	Underwriter Approval 


	Criteria
	Required Documentation

	Qualified Underwriter(s)xe "Qualified Underwriter(s) Criteria"
A senior officer of the lender must nominate at least one full-time qualified employee to act as an underwriter who has either:

· at least three years’ experience in processing, pre-underwriting or underwriting mortgage loans 

· at least one year of the most recent three years must have included making underwriting decisions on VA loans, or

· a current ARU (Accredited Residential Underwriter) designation from the Mortgage Bankers Association (MBA), or

· all VA-approved underwriters must be familiar with VA’s credit underwriting standards and this Lender’s Handbook.  
	For all underwriters

VA Form 26-8736a, No supervised Lender’s Nomination and Recommendation of Credit Underwriter, completed by a senior officer if the underwriter is not located in the lender’s corporate office, a senior officer’s certification that the underwriter reports to and is supervised by an individual who is not a branch manager or other person with production responsibilities

Additional documentation for underwriters qualifying based on 3 years’ experience
Underwriter’s resume, outlining the underwriter’s specific experience with VA loans.

(Note:  For purposes of determining whether the experience criteria are met, IRRRLs do not count as processing, pre-underwriting or underwriting.)

Additional documentation for underwriters qualifying based on ARU designation

Evidence that he or she is a current ARU as designated by the MBA.

See “Underwriter Approval” in Section 1.07 for mandatory training requirements for newly approved underwriters and underwriters who have not underwritten VA loans in the past 24 months.


BECOMING A VA APPROVED UNDERWRITER

(From Lenders Handbook, Chapter 1.)

	Underwriter Approvalxe "Underwriter Approval of Loans"
	All VA loans to be closed on an automatic basis must be reviewed and either approved or rejected by a VA-approved underwriter. 

A VA-approved underwriter must sign a VA Form 26-6393, Loan Analysis, on each loan to certify his or her review of such loan.

The lender may request approval of additional underwriters at any time after its initial approval for automatic authority by submitting a request to the VA office with jurisdiction over its home office, including

· the appropriate fee (See Section 1.11) 

· the documentation for underwriter approval described under “Procedures and Criteria for Qualification” in Section 1.05.

All VA-approved underwriters must be familiar with VA’s credit underwriting standards and this Lender’s Handbook.

All VA-approved underwriters must attend a one-day (eight hour) training course on underwriter responsibilities, VA underwriting requirements, and VA administrative requirements, including the usage of VA forms, within 90 days of approval.  If the VA office of jurisdiction is unable to make such training available within 90 days, the underwriter must attend the first available training.  This training is required of all underwriters whether approved based on experience or based on an ARU designation.  It is also required of underwriters who have not underwritten VA guaranteed loans in the past 24 months.  Underwriters who consistently approve loans that do not meet VA credit standards may be required to retake this training.

VA approval of an underwriter is automatically terminated (without notice) if the underwriter is no longer employed by the same lender.  The lender must report any such circumstances to VA.

The lender may not continue to close loans automatically without a VA-approved underwriter.


INTERNET TRAINING PROGRAM ON VA CREDIT STANDARDS

(From Circular 26-01-3, Revised)

BACKGROUND.  The VA Credit Standards (see Lenders Handbook, VA Pamphlet 26-7, Revised, Chapter 4) are the essential guidance for underwriting VA home loans.  Private sector loan underwriters and VA loan specialists need a thorough and comprehensive understanding of these standards in order to process or review VA home loans.  In order to provide consistent training in VA Credit Standards, Loan Guaranty Service will be making available on April 2, 2001 a new free self-paced course on the Internet entitled “Hometown USA: VA Credit Standards.”   The course includes lessons on the following topics:


a.  Overview of VA Home Loan Credit Standards


b.  Overview of the Loan Analysis Form.


c.  Eligibility


d.  Type of Loan


e.  Certificate of Reasonable Value


f.   Loan Amount


g.  Assets


h.  Monthly Payments


i.   Debt and Credit History


j.   Income


k.  Residual Income


l.   Debt-to-Income Ratio


m. Render Final Decision

TRAINING FOR VA-APPROVED UNDERWRITERS.   The Lenders Handbook (par. 1.07) states, “All VA-approved underwriters must be familiar with VA’s credit underwriting standards….” and the same paragraph requires that: 

“All VA-approved underwriters must attend a 1-day (8 hour) training course on underwriting responsibilities, VA underwriting requirements, and VA administrative requirements, including the usage of VA forms, within 90 days of approval.   If the VA office of jurisdiction is unable to make such training available within 90 days, the underwriter must attend the first available training.  This training is required of all underwriters whether approved based on experience or based on an ARU designation.  It is also required of underwriters who have not underwritten VA guaranteed loans in the past 24 months.  Underwriters who consistently approve loans that do not meet VA credit standards may be required to retake this training.”

The new web based training program, successfully completed, will fulfill the above training requirement.

HOW TO TAKE THIS COURSE ON THE INTERNET 

a.  Beginning April 2, 2001, lender employees may access the course at http://homeloans.va.gov/train.htm using any standard Internet browser.  Users will be asked to login using their e-mail address as a password.  They will subsequently be asked to enter their name and the 10-digit Lender Identification Number assigned to their company by VA.  All instructions on how to take the course will be presented on-screen.

b.  Paper-based course materials will need to be downloaded and printed at certain points within the course.  This course will take the average user approximately 8 hours to finish, and can be completed at the user’s own pace and convenience. 

c.  At the conclusion of the course there is a final examination.  When the user passes the final exam the program will print out a certificate of completion.  The student’s supervisor should sign the certificate of completion, attesting that the student completed the final exam personally and without assistance.  This certificate will be retained as proof of successful completion of the training.  VA will also be able to verify successful completion of the course by means of the program’s software.  

September 16, 1996
M26-1, Revised

Questions and Answers 

	Question:
	An honorably discharged reservist applies for a COE.  The ARPC Form 606-E (formerly DARP Form 606) point statement verifies 6 years service, but in some years there are less than 50 points.  Is this applicant eligible?


	Answer:
	The reservist will be eligible if each year of service indicates points, active and inactive, for week-end drills and 2-week summer training.  Fifty points per year is not required by law for VA home loan eligibility.  Refer to chapter 2, section 2.03, for more details.


	Question:
	Under old law, a veteran could derive separate entitlement from multiple periods of military service and enjoy multiple use.  The law was changed so that all service after January 31, 1955 is treated as one qualifying period.  Veterans can no longer enjoy multiple use.  They can only make use of the entitlement derived from their most recent period of service.  Is there any remaining impact from the old law?


	Answer:
	Different treatment is afforded veterans who earned entitlement from multiple periods of service only under very remote circumstances.  If ALL of the following conditions are met:

SYMBOL 183 \f "Symbol" \s 10 \h
A veteran who derived entitlement from multiple periods purchased a property using his or her Korean War entitlement prior to March 3, 1966 or World War II entitlement prior to July 16, 1952

SYMBOL 183 \f "Symbol" \s 10 \h
The veteran voluntarily conveyed the property by deed-in-lieu of foreclosure

SYMBOL 183 \f "Symbol" \s 10 \h
The veteran was granted a release of liability

SYMBOL 183 \f "Symbol" \s 10 \h
The Government incurred a loss which the veteran has never repaid

THEN

The veteran's entitlement derived from the most recent period of service is not reduced because of the loss to the Government resulting from the deed-in-lieu of foreclosure

Generally, if the Government suffered a loss on a veteran's prior use of entitlement, that veteran's current entitlement is reduced by the amount  of entitlement used in connection with that prior loan.  Only in the case of a veteran who gave a deed-in-lieu in connection with a loan obtained with entitlement from an earlier period of service, will entitlement from the veteran's most recent period of service not be reduced, even if the Government suffered a loss.  
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	Question:
	When a veteran has earned entitlement from multiple periods of military service and has previously had a loan under one period, but still has full eligibility under the most recent entitlement period, would the funding fee on a new VA loan be assessed as a subsequent use or as a first-time homebuyer?


	Answer:
	The funding fee would be assessed as subsequent use.


	Question:
	If a "cash-out" refinance is made at 80% of the appraised value, instead of the maximum 90%, can the 10% difference be treated as a downpayment for the purpose of reducing the funding fee?


	Answer:
	No.  Reduction of the funding fee based on a percentage of downpayment applies only to purchase/acquisition loans.


	Question:
	Can a "cash-out" refinance loan, with a subordinated second mortgage, exceed our 90 percent loan limit?


	Answer:
	Yes, as long as the VA "first" mortgage does not exceed 90 percent and the second lien holder agrees to subordinate.  Of course, the second mortgage payment must be counted as a liability in underwriting.  In all likelihood, the second lien holder would not agree to subordinate when its "equity" position is reduced to less than 80 to 90 percent.


	Question:
	How much home loan can a veteran get with less than full entitlement available?  Will a downpayment be required?


	Answer:
	A lender will generally make a VA loan for up to four times the veteran's remaining entitlement without requiring a downpayment.  For example, $15,000 remaining entitlement times four equals $60,000 in borrowing power for the veteran.


	Question:
	Can an existing joint loan, made to a veteran and nonveteran, be subsequently closed automatically as an IRRRL?


	Answer:
	Yes, when the original obligors remain on the loan.  See Chapter 9, section 9.01, for more details on IRRRLs.
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	Question:
	Can the veteran pay for repairs required by the Certificate of Reasonable Value?


	Answer:
	The price paid for the property and whether the property is sold "as is" or to be repaired is determined between the buyer and the seller.  They are free to renegotiate the terms and conditions of the sale if they choose even after the CRV or NOV has been issued.  VA's interest in the property as security for the loan will be satisfied so long as either party pays for the repairs.  However, if the veteran is to pay for the repairs, this cost may be an underwriting issue.


	Question:
	If damage is discovered as a result of a termite inspection, is the seller responsible for the cost of treatment and/or repair of infestation damage?


	Answer:
	VA requires that the damage be repaired.  Who pays is subject to negotiation between the parties.


	Question:
	Should "premium pricing" by the lender be viewed as a seller concession?


	Answer:
	No, for the obvious reason that a lender is not the seller/builder.  "Premium pricing," which is strictly negotiated between the veteran and the lender, can often save the veteran from paying discount points, and other closing costs.


	Question:
	Is it allowable to increase the sales price after obtaining a CRV or NOV to cover seller contributions such as discount points or to pay off consumer debts or collections of the veteran?


	Answer:
	The sales price of the property is freely negotiable between the parties, as are any changes in sales price agreed upon by the parties.  The CRV or NOV determines only maximum loan amount.
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	Question:
	Does VA require the lender to establish an escrow account for payment of realty taxes and hazard insurance at closing of the loan and continue maintenance of the account?


	Answer:
	No.  VA does require that hazard (homeowner's) insurance be maintained and property taxes be paid and kept current.  This is generally achieved by an escrow account.  The loan closer will assure that adequate hazard insurance has been obtained by the borrower.  All forms of property/realty taxes, dues, etc. must be brought current and paid at loan closing.  Delinquent taxes can become a lien against a property.


	Question:
	When flood insurance is required on the CRV or NOV and the lender says it is not required, who is responsible for removing the condition from the CRV or NOV?


	Answer:
	The lender is ultimately responsible for requiring flood insurance where appropriate.  Upon written request from the lender accompanied by evidence that the property is not located in a flood hazard area, C&V will remove the condition.  Whether or not the condition is removed, the lender is responsible for any flood-related loss on the loan if the property is indeed in a flood hazard area.


	Question:
	Discuss occupancy issues as they relate to a single parent veteran who is on active military duty.


	Answer:
	Public Law 100-198 amended section 3704(c) of title 38 U.S. Code to provide that for a veteran on active duty, the occupancy requirement is satisfied if the property is occupied by the spouse of the veteran.  Congress could have similarly provided for alternate occupancy in the case of a single parent veteran or single veteran with other dependents but did not do so.  Accordingly, personal occupancy is required for single veterans, except of course on rate reduction loans, where prior occupancy is acceptable for all veterans.
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	Question:
	If the spouse's employment/income is not being considered for loan qualifying purposes, must the lender submit a credit report?


	Answer:
	When the income of the spouse, veteran or any coapplicant is considered and needed to qualify for a loan, a credit report is required.  A nonworking spouse may acquire title along with the veteran without being obligated to repay the mortgage.  A working spouse, whose income is not being used to qualify for the loan, may also acquire title with the veteran but will not be required to sign the Mortgage Note or Deed of Trust.  A credit report is not required on the spouse in these instances.

In community property states information such as credit, income, employment, assets, or liabilities may be requested on the spouse and considered in the same manner as that for the veteran applicant.

The Equal Credit Opportunity Act (ECOA) forbids discriminatory practices in lending on the basis of sex, age, color, religion, etc.  As ECOA applies to all aspects of the credit transaction, including:  information gathering; credit investigation; credit terms; and credit denial; it is the lender's responsibility to comply with ECOA provisions when originating mortgage loans.  While VA loan underwriting personnel must have a basic understanding of ECOA and other regulatory compliance issues, the ultimate responsibility remains with lenders.


	Question:
	When is it appropriate to approve a loan application for a veteran based on employment of a "trailing spouse?


	Answer:
	Such circumstances must be considered on a case by case basis, and would depend on the nature of the employment involved.  For example, if the spouse is a registered nurse, it is very likely that the lender can obtain verification that the spouse can readily obtain employment at a specific rate of pay in that field upon arrival in the area.  In such a case, it may be acceptable to count the income for qualification purposes.  On the other hand, positions in other lines of work may not be so readily available in the new locale.  It is NOT generally sufficient for the lender to simply obtain a statement that the spouse will obtain employment upon arrival in the area.  It would be necessary to provide verification that a specific employer has a job for the spouse as of a specific date, at a specific pay rate.
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	 Question:
	When is it appropriate to approve a loan application for a veteran based on future employment (with or without an employment contract)?


	Answer:
	Such circumstances must be considered on a case-by-case basis, and depend on the nature of the employment involved, the prior training or experience the veteran has, the underwriter's knowledge of the local economy and the type of documentation the lender obtains.


	Question:
	How should "income" from Foster Care be treated in a loan analysis?


	Answer:
	Generally, foster care payments are intended solely for the payment of the child's living expenses and a "profit" is not considered likely for payment of other living expenses.  As such, its use should usually be limited to offsetting the number of Foster Children included in the household when comparing the residual on line #44 of the loan analysis against the guideline.  However, we cannot rule out the possibility that such income could be documented for greater consideration in some cases--strictly on a case-by-case basis.


	Question:
	How should the underwriter treat debts that are

SYMBOL 183 \f "Symbol" \s 10 \h
By divorce decree, the responsibility of the ex-spouse?

SYMBOL 183 \f "Symbol" \s 10 \h
Co-signed by the veteran, i.e., children with their own income?


	Answer:
	Debts for which a veteran has no legal responsibility can be disregarded.  Therefore, the question is:  does the divorce decree operate under State law to relieve the veteran of further legal responsibility for the debt?  Regional Counsel will provide the answer to this question.  Co-signed debts can be disregarded if the documentation clearly shows that the other person has been making the payments satisfactorily over a period of time.  It is not enough to just show that the veteran is not the primary borrower, since co-signing created an obligation for the veteran.
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	Question:
	When both borrower and coborrower are veterans, but only one's entitlement is being used on the loan, are two debt checks (VA Form 26-8937, Verification of VA Benefit-Related Indebtedness, or alternative method) required?


	Answer:
	Yes.  VA Form 26-8937 was developed for the purpose of checking for outstanding VA-related debts on any veteran who is an applicant for a VA home loan.


VIDEOTAPES, STREAMING VIDEOS and CD’s AVAILABLE

As a service to our private-sector partners in the VA home loan program, Loan Guaranty makes available the tapes of our interactive televised training broadcasts. Costs of tapes of this year’s broadcasts are $34.95 per broadcast. Tapes will be available after each broadcast by calling Multi Video Services at 1-800 800-DUBS (3827).

Broadcasts for 2003

1. Refinancing VA Home Loans – February 12, 2003

2. Basic Processing/Originating VA Home Loans – March 12, 2003

3. Post Closing Procedures and Quality Reviews of VA Home Loans – April 23, 2003

Broadcasts for 2002

1. Introducing The Appraisal System (TAS) for VA SARs – January 23, 2002

2. Appraisals in the VA Home Loan Program – February 21, 2002

3. Introducing the Automated Certificate of Eligibility System (ACE) and The Online Loan Status Inquiry System – March 12, 2002

4. The VA Home Loan Program for Real Estate Professionals – March 20, 2002

5. Closing & Shipping VA Home Loans – May 22, 2002

6. Originating VA Home Loans – June 19, 2002

7. Underwriting VA Home Loans – July 17, 2002

8. VA Loans for Newcomers – September 18, 2002

Streaming Videos

Loan Guaranty has produced six short videos (10-20 minutes in length) targeted to provide just-in-time training on specific subjects that Lenders need to understand about the VA home loan program. They are available via On-Demand streaming video at http://www.homeloans.va.gov/train.htm  The titles are: 
Overview of the VA Home Loan Program

VA Appraisals

VA Minimum Property Requirements

VA Eligibility

Underwriting Self Employed Borrowers

Bankruptcy in Underwriting

Information on the VA Home Loan Program for Real Estate Professionals

This award winning (National Association of Government Communicators, First Prize, 2003 Gold Screen Award) interactive CD is available at no cost from Regional Loan Centers.  It dispels myths about VA Home Loan procedures, and contains basic information and links to our website.

COURSE EVALUATION

Please use your keypad to answer the following questions.  The last digit in the number displayed on your keypad corresponds to the questions below.  The possible response choices will be displayed on your keypad.  After entering your response, press the “NEXT QUEST” key to see the next set of responses.  You may change a response to a previously answered question by using the “PREV QUEST” or ‘NEXT QUEST” keys to scroll to the answer you want to change and enter a new response.  When you have answered all the questions, you will be prompted to answer this additional question: “Exam Completed?”  If you are finished, please answer “Yes” by pressing the corresponding function key.

For items `1-14 below, please rate the extent to which you agree with each of the statements by selecting:

	A - you strongly agree
	B - you agree
	C - you disagree

	D - you strongly disagree
	E - item not applicable
	


1.  The broadcast was relevant to my job needs.

2.  The broadcast was relevant to gaps in my skills and/or knowledge.

3.  I understood the concepts presented during the broadcast.

4.  The broadcast met the stated objectives.

5.  The student materials facilitated my understanding of the course.

6.  I feel that I can apply what I have learned in this broadcast.

7.  The visuals used during the class helped me learn the course content.

8.  Case studies used during the broadcast helped me learn the course content.

9.  The instructors demonstrated a firm grasp of the subject matter.

10.  The instructors communicated the material effectively.

11.  I was able to get my questions answered.

12.  The level of instructor/student interaction was adequate.

13.  Participants at my site were attentive to the broadcast.

14.  Interactive TV distance learning is an effective delivery method for this type of course.

For items 15-18 below, select the appropriate option by entering the letter (A, B, or C).

15.  Length of broadcast:
A - too short

B - about right
C - too long

16. Amount of information
A - too much

B - about right
C - too little

17.  Complexity of course
A - too basic

B - about right
C - too hard

18.  Pace of course

A - too slow

B - about right
C - too fast

For questions 19-20, please rate degree to which you were satisfied with the instructors and course by selecting:

	A - very satisfied
	B - satisfied
	C - neutral

	D - dissatisfied
	E - very dissatisfied
	


19.  How satisfied were you with the instructors?

20.  How satisfied were you with the course?

At this time, “Exam Completed?” should appear on your response keypad.  Pressing “N” will allow you to go back and review and/or change any answers.  Pressing “Y” indicates that your evaluation form is complete.  Thanks for your help!

U S Department of Veterans Affairs – Veterans Benefits Administration

Loan Guaranty Service

Training Unit  - 264B

http://www.homeloans.va.gov/broadcast.htm


_1108371092

_1108371091

