Good morning.  My name is Carol Barnard.  I am the Assistant Loan Production Officer at the Denver RLC.   Today, I want to help you have a better handle on VA lender approvals by the end of this video.  If you still have questions, please call me at 1-888-349-7541 Option 2.
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888-349-754, Option 2

or call the VA Regional Loan Center having jurisdiction over your area.  The jurisdiction guide is located in Appendix A of your Lenders Handbook.  During this short video today I will go over some of the terms, definitions, and work processes to give you a better understanding of VA lender approvals.  I have been working with lender approvals for more than 15 years and still enjoy this part of Loan Production’s process.  It is very easy for a mortgage lender to become approved to originate, process, and close VA home loans.

First, it will help for you to know what type of lender your company is considered.  Let’s go over the 3 main types of lenders.  The first type of lender is a supervised lender.
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Supervised

· Subject to review by another government agency

Supervised lenders are subject to mandatory periodic examination and supervision by a federal or state government agency.  Examples of supervised lenders include banks, insurance companies, credit unions, and wholly owned subsidiaries of supervised lenders.  VA does not require that these lenders use any specific underwriter as long as they meet the requirements for the agency who supervises them.

The second type of lender is a nonsupervised lender.
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Nonsupervised

· Not reviewed by another government agency

This type of lender is not supervised by another government agency and most mortgage companies fall in this category.

The third type of lender is an agent.
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Agent

· Originates, processes, and can close a loan

· Brokers loans to lenders for underwriting

· Does not fund loans

As far as VA is concerned, a lender may designate any individual or company as its agent.  An agent can perform loan related functions on the lender’s behalf.  The extent of the relationship and the exact services the agent can perform are the lender’s decision.  However, the lender must accept full responsibility for the acts, errors, and/or omissions of its agent.  Agents do not underwrite their loans nor fund them.  

Let’s go over how you can meet the qualifications for approval as a VA lender.  Most companies want to perform their own underwriting and approval of loan packages without VA’s involvement until the time of guaranty.  All lenders who have been approved by VA for automatic authority may use this authority on a nationwide basis.  

All lenders, regardless of status, must apply for approval with the VA RLC of jurisdiction over their home office.  For companies applying for first time VA approval we need this information:
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· Sample signatures

· VA Equal Opportunity Lender Certification

· Letter 

· corporate address

· owners

· debarred personnel

· List of branch offices

Sample signatures of all officers, underwriters, or their personnel authorized to sign documents related to VA-guaranteed loan activities.  VA Form 26-8812, VA equal opportunity lender certification, a letter identifying the lender’s corporate address, lender’s owners, and any lending personnel that VA or HUD ever debarred or took other adverse action against, and a list of all the branch offices that are involved in VA mortgage lending.  VA may at its discretion order a credit report on a lender or interview principal officers.

Supervised lenders, remember are typically banking institutions receiving customer deposits, may receive VA approval easily and there are no fees involved.  Once a supervised lender has received their approval and identification number, they are permitted to begin closing VA loans.

Nonsupervised lenders have more requirements to meet for automatic authority.  Most of the time, nonsupervised lenders are prior lenders for a period of time before qualifying for automatic authority.  Prior approval means that a complete loan package including the notice of value must be submitted to VA for underwriting and a VA commitment must be issued prior to closing the loan.  This type of prior approval is for lenders that do not meet the financial and experience required for automatic authority.  

Applying for automatic approval is more complicated but is covered well in Chapter One of the Lenders Handbook with a checklist included in Figure 1 C.  To begin we need a completed application VA Form 26-8736.
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And the items listed on the checklist.  

We will go over the items needed.
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Checklist for Automatic Authority

· Experience

· Underwriter

· Working Capital or Net Worth

· Financial Statements

· Line of Credit

· Two Permanent Investors

· Quality Control Plan

· Liaison Officer

· Application Fee

A nonsupervised lender applying for automatic authority must meet certain experience requirements.  Basically, either the company or principal officers need to have been actively engaged in closing VA loans for the past 2 years, or the firm needs to have been an active agent for 2 years.  Please refer to page 57 of Chapter One for more details regarding these experience requirements.

An automatic lender needs an underwriter approved by VA.  We need a completed application 
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VA Form 26-8736a

And a current resume outlining the applicant’s specific experience with VA loans.  An underwriter needs a minimum of 3 years experience with one year making decisions on VA loans.  Underwriter applications not received with a lender’s application for automatic authority must also be accompanied with a $100 application fee.

A lender needs a minimum of $50,000 in working capital or $250,000 net worth.  We need current financial statements audited and certified by a CPA within 6 months of the application date.  

Line of credit of at least $1 million dollars.

Two permanent investors with addresses, telephone numbers and names of contact personnel.

Quality control plan.   There is a list of the required elements in Figure 1-B in the Lenders Handbook.  With my experience, this is the item missing the most in automatic application packages.  

A lender needs to designate a liaison officer for a contact point.

And the application fee for automatic approval application is $500.  

Once a nonsupervised lender receives their automatic approval, they are subject to a probationary period of one year.  This merely means that the loans submitted to VA for guaranty are carefully reviewed for quality of underwriting, completeness of loan submissions, compliance with VA requirements and procedures, and delinquency and foreclosure rates.  All VA approved underwriters must attend an 8 hour training course.  If the VA office of jurisdiction is unable to make such training available a web based training is available.  Log onto our website and go to the training link.
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http://homeloans.va.gov/train.htm
This course when successfully completed will meet the 8 hour underwriter training course requirement.  

As with most things, there are exceptions to the automatic authority process for all lenders.  There is a list of loans that must be submitted to VA for underwriting and approval prior to closing the loan.  
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Loans Requiring Prior Approval

· Joint loans 

· Loans to veterans in receipt of nonservice-connected pension

· Loans to veterans rated incompetent by VA

· Delinquent Interest Rate Reduction Refinancing Loans (IRRRLS) 

· Mobile homes not on permanent foundations

Joint loan is a loan for 2 veterans that are not married.  Loans to veterans in receipt of nonservice connected pension.  The reason for this is because pension is based on amount of income.  If a veteran can afford a house, chances are not all income is being reported for the pension benefit.  Loans to veterans rated incompetent by VA.  This does not apply if the veteran is considered incompetent by the courts or state but competent by VA.  Interest Rate Reduction Refinance loans that are delinquent and manufactured homes except when the home is permanently affixed to the lot and considered real estate.  

Now let’s go over agent approvals.  This has to be the area with the most phone questions and confusion that we are encountering at this time.  The sponsoring lender must request VA recognition of an ongoing relationship with an agent.  Ongoing generally means use of an agent more than four times per year.  The lender may designate any individual or entity as an agent to perform loan related functions on its behalf or in its name.  The extent of the relationship between the lender and the agent is at the lender’s discretion.  
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Agent approvals

When a lender uses an agent on a one time basis, it is not necessary to obtain approval from VA for that agent.  If a sponsoring lender wishes approval of an agent, a request should be forwarded to the sponsoring lender’s RLC.  This request should include a corporate resolution addressing the function of the agent and the lender’s certification that the lender takes full responsibility for all acts, errors, or omissions of the agent and its employees.  The proper wording for this certification may be found in paragraph 1.08 of your Lenders Handbook.  The processing fee for an agent approval is $100.  Assuming the agent relationship is approved, the lender’s RLC will forward a copy of the approval letter to the RLC having jurisdiction over the agent.  If an agent already has a VA lender ID number, it can then immediately begin to perform services for that sponsoring lender.  However, if the agent does not already have an ID number, it is the responsibility of the RLC having jurisdiction over the agent to assign a VA identification number.  Please encourage your agents to allow a reasonable amount of time to the RLC to receive the approval letter and issue an identification number.  

Before we address additional fees and annual requirements, I would like to explain lender identification numbers.
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ID number sheet

A lender identification number is eleven digits in length and is your key to doing business with VA.  The ID number identifies your company and mailing address.  A number is assigned at the time of approval.  This number is an identifier in all VA loan transactions.  The first two digits tell the state or metropolitan area of the lender’s home office.  The next four digits indicate the type of institution and sequence.  A lender operating out of home and branch offices use the same 6 digit code for all locations.  These 6 numbers are unique to each lender and always stay the same.

The next two digits are zeros for a lender’s home office.  For branch offices, these digits will designate the state in which the branch office is located.

The next two digits will be zeros for a lender’s home office or a 2 digit code for branch offices.  These numbers are assigned in sequential order for branches as they are approved.

The last digit is a check digit and is automatically generated by VA based on the first 10 digits.  This digit is only used for funding fee payments.  For ordering appraisals, only the first 10 digits are required.

The last area I want to cover is participation fees for automatic lenders.  VA collects fees from lenders with automatic authority to help defray the costs of administering the loan Guaranty Program.  Always submit fees to the VA office with jurisdiction over the lender’s home office.  Fees consist of 
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FEES

· $200 annual recertification fee for nonsupervised automatic lenders

· $100 agent renewal fee annually

· $100 for new or transferred staff appraisal reviewers and underwriters

Nonsupervised lenders must submit annual financial statements and their $200 participation fee within 120 days after their firm’s fiscal year end.  They should also include a current list of active participating agents with $100 for each agent renewing.  This information is to be sent to their RLC and not Central Office in Washington.  The administrative fee for staff appraisal reviewers or SAR’s and underwriters is $100.  Remember that SARs underwrite the appraisal and underwriters review the credit package.  SAR applications are forwarded to the Construction and Valuation sections at the RLCs and underwriter applications go to Loan Production.  SAR application information may be found in Chapter 15 of the Lenders Handbook.  

I hope some of your questions regarding VA lender approvals have been answered.

To summarize I have 
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SUMMARY

· Types of Lenders
· New Lender Approvals
· Automatic Approval
· Participation fees
Explained the types of lenders, gone over the application process for lenders new to the VA program, listed the necessary information for automatic approval, and explained the participation fees.
Remember we are here to work with you for the one purpose of placing veterans in homes.  Don’t hesitate calling your RLC for more information.  The only bad question is the one not asked.  So please call, email, or log on to our homeloans.va.gov website.  
