VA Eligibility Video

Mark

Hi.  My name is [cg Mark Bologna, Loan Production Officer] Mark Bologna , and I work at the Department of Veterans Affairs Regional Loan Center in Houston, Texas.   Today, I’m going to cover the basics of Eligibility for VA  Home Loan Benefits.  

As you know, eligibility is the first step in helping a veteran obtain a VA guaranteed loan.  Understanding what is needed and how to obtain a certificate will help you to process VA loans more quickly and efficiently. 

 By the end of this video [PP Slide – Objectives], you will understand what eligibility is and what it means to be eligible for VA Home Loan Benefits.  You will know how to find out if a veteran is eligible.  You will learn what options are available when a veteran wants to re-use entitlement.  And, you’ll leave with an understanding of where you can get additional information regarding the VA Home Loan Program, and specifically, eligibility.

I thought the best way to get through this material would be to speak with a veteran and walk them through the process.  To help me do this, I’ve enlisted the help of Herman Cohen [cg Herman Cohen, Loan Guaranty Training Coordinator?], to stand in for the typical veteran.  Welcome, Herman.

HERMAN:  

Thanks, Mark.  Actually, working on the lender training broadcasts when I first came to VA helped me learn about the eligibility process and the home loan program in general.  I remember though, that I sure had a lot of questions!

MARK:  

Well that’s exactly why I wanted your help!  Let’s see if I can answer your questions and help everyone else out there in the process.  Where should we start?

HERMAN:  

Well, the first question I had was “  What exactly is eligibility?”  I mean, I had heard about the VA Home Loan program, but then I kept hearing about VA eligibility.  What is it?

MARK:  

Good question!  [PP  - Eligibility]  Eligibility is defined as a veteran's entitlement to VA home loan benefits under the law, based on military service.  In order to get a VA guaranteed mortgage loan, a veteran first needs to establish that they are eligible for the benefit.  The VA Certificate of Eligibility is their proof that they are eligible to use the benefit.

HERMAN:  

Okay, that sounds easy enough.  But isn’t everyone who served in the military automatically eligible?

MARK:  

Unfortunately, it’s not quite that simple!  Eligibility depends on how long a person served, whether they were on active duty or in the reserves, and the character of their discharge from the service.

HERMAN:  

I see.  Well, before we get into the details of that, can you tell me what groups of people might qualify?

Mark:  

Sure. There are a couple of groups of people that can qualify for the benefit. 

[PP  - Who's Eligible?]   First,  are veterans who served on active duty.  In addition, National Guard and reservists can also qualify if they meet certain criteria.  Members of the military currently serving on active duty are eligible as well.  And, the surviving spouses of veterans who died as a direct result of their military service can also use the VA Home Loan Benefit.  There are actually a few other groups of people who may qualify, but the ones I mentioned are the most common.  If you have any other persons you think may be eligible, or if you have a borrower that is the surviving spouse of a veteran, you’ll want to contact your VA Eligibility Center, and I’ll explain how to do that in just a moment.

HERMAN: 

That covers who might be eligible, but how does the lender actually get the Certificate of Eligibility?  

MARK: 

There are a couple of ways to get the Certificate of Eligibility, or COE.   The quickest way is to use the ACE system, if possible.  ACE, which stands for Automated Certificate of Eligibility, is an Internet-based system that permits lenders to obtain a Certificate in a matter of seconds.  Lenders can access the ACE system at the same website used to order the appraisal.  That site is: [cg] http://tas.vba.va.gov/TAS/index.html.  

For those CoEs that can’t be processed through ACE, the lender can still get a Certificate from one of VA's two eligibility centers.  For veterans who live East of the Mississippi River, use the Winston-Salem office.  For veterans who live West of the Mississippi River, and those living in Louisiana, contact the center in Los Angeles.  You can find the addresses and telephone numbers for both offices on our website, at [cg] http://www.homeloans.va.gov/elig.htm.

HERMAN: 

Mark, what kind of information or documentation do lenders need in order to get a Certificate?

MARK: 

If you use the ACE program, [SS] simply enter the requested data online, which consists of the veteran's name, Social Security Number and Date of Birth.  If the system finds a match, you will be able to print the Certificate right then.  If not, then you will get a refer, meaning that there isn’t enough information in our system to generate the certificate.  At that point, you’ll need to request a determination from one of the eligibility centers.    If you go through the Eligibility Centers, you will need two items: VA Form 26-1880, that’s the request for a determination of eligibility,  and Proof of Service.   The 1880 needs to be completed and signed by the veteran, and is available through VA on our web site at [CG] www.homeloans.va.gov. The form can be completed on line, but the veteran will have to print the form, sign it, and mail it, along with appropriate proof of service.

HERMAN:  

What is acceptable for proof of service?  

MARK:  

Basically, we need a copy of the person’s discharge papers, showing the reason for separation, character of discharge, dates of enlistment and branch of service.  The document should also contain the person’s name, social security number and date of birth.   

The format of this document varies somewhat, depending on whether the person was in the active military, is currently in the service, or was a member of the Guard or Reserves.

Most of the veterans you deal with will likely have been discharged or retired from active military.  These individuals are given a DD214 or similar form at the time they separate from the military.  Just remember to look for the character of service and length of service blocks on the form.  VA must have that information to make a determination.  

HERMAN:  

What do you do if the veteran doesn't have a copy of the DD214?  

MARK: 

First, I would try using the ACE system. If there is a match, you will be able to print a COE without getting the discharge papers.  If that doesn't work, the veteran would need to contact the appropriate branch of the military using Form SF – 180; there is a link to that and other forms at [CG] http://www.vba.va.gov/pubs/otherforms.htm.  You can also get the forms you need by going to VA’s website at  [CG] www.homeloans.va.gov, clicking on the Forms button, then selecting non-VA and Other Forms used by VA from the choices on the left side of the screen.  Keep in mind that VA does not provide the evidence of service; the National Personnel Records Center does, and the response time will vary, however, 90 days or more is not unusual.

Also, a Certificate of Military Service may be issued to veterans by the Records Center as a substitute for the actual discharge papers.  A Certificate is issued if the original proof of service was lost or destroyed and is considered an official document for VA and Military purposes 

HERMAN:  

Earlier, you mentioned that active duty personnel are eligible.  They won't have discharge papers, so what do they need to provide? 

MARK: 

Active Duty personnel provide a Statement of Service.  This form is provided by the military and is signed by, or by direction of,  the applicant's commanding officer, personnel officer or the person in charge of their military records.  The form needs to contain the following information - [PP - Statement of Service] The veteran's name, date of birth and social security number, all periods of active service, time lost - if any, and be signed by an authorized official.  

HERMAN: 

What about members of the National Guard and Reserves? 

MARK:  

Veterans of the National Guard and Reserves will receive a Point Summary Statement, but the format and form number may vary.   These forms are for those individuals that have been released.  If they are still actively participating, they can provide a Statement of Service just like regular military personnel.   

HERMAN:  

Okay.  I understand what eligibility is now, and I know what groups of people are eligible.  We talked about how to get a Certificate and also what documents and proof of service is needed.  But, what exactly does the certificate tell you?

MARK:  

Good question.  The Certificate tells you how much entitlement a veteran has available.  For all veterans with 'full entitlement', you will see $36,000 on the Certificate.   If the veteran had previous loans and they were paid off, you will see those loans listed, with a line drawn through each one.  If the veteran has any loans outstanding, they will also be listed, and you will see that the remaining balance is less than $36,000.  If they’ve never used the benefit, or if they have no loans outstanding, you will see $36,000 listed as available entitlement.

HERMAN:  

Okay, but what does it mean that the person has $36,000 of entitlement?  Can they just come to VA and pick up a check for that amount?

MARK:   

It doesn’t quite work that way!  The amount of entitlement available refers to the maximum amount VA will guaranty a mortgage loan for, on behalf of that veteran.  The actual amount of the guaranty depends on the loan amount and the amount of entitlement available.  The largest loan amount that can still get a 25% guaranty would be 4 times the amount of available entitlement.

HERMAN:  

So that means the maximum VA loan that can have a 25% guaranty is 4 times $36,000, or $144,000, right?

MARK:  

Well, not exactly.  That would be too easy!  There is a special provision in the law that allows an additional $24,000 of entitlement to be used on loans that exceed $144,000.   So potentially, a veteran with full entitlement available could get a VA guaranteed loan for up to $240,000 and still get a 25% guaranty on their mortgage.  I arrived at $240,000 by adding the $24,000 to the ‘base’ entitlement of $36,000, then I multiplied that total of $60,000 by 4.

HERMAN:  

What happens if the Certificate shows less than $36,000?  

MARK: 

VA will still guaranty a loan, as long as the veteran has some entitlement available.  

However, in most cases your investor is going to require a minimum guaranty of 25%.  Again,  if you multiply the available entitlement by 4, you will get the maximum loan amount you can get and still have at least a 25% guaranty.  Keep in mind, VA doesn't set a maximum loan amount.  We will guaranty a loan if the veteran has $100 of entitlement remaining, but you probably won't find an investor willing to purchase it!

HERMAN:  

What if the veteran did have a previous loan, but wants to reuse their entitlement again.  Can they do that?

MARK:  

You’re actually talking about the next topic on my list, Restoration of Entitlement.  Restoration of Entitlement is what happens when the veteran has used their entitlement previously and wants to be able to use it again.  Entitlement can be restored if one or more of the following conditions are satisfied: [PP - Entitlement can be Restored]  One, the property securing the VA loan is sold outright and the VA loan is paid in full.  Two, the veteran still owns the property but has paid the loan in full – this is called a One Time Restoration of Entitlement.  The third possibility is a Release of Liability with a Substitution of Entitlement.  Let's talk about each of these in a little more detail.  The first is the most common; the veteran has sold the property and paid off the VA loan.  In order to get the restoration, you will need to submit a completed VA Form 26-1880 signed by the veteran, any old Certificates of eligibility the veteran has, and evidence the property has been sold and the loan paid in full.  Usually this would be a signed HUD-1, which shows the payoff of the first mortgage loan.  Other evidence could include a paid in full letter from the lender or a canceled Loan Guaranty Certificate.  One note here: Entitlement cannot be restored if the Government suffered a loss due to foreclosure of a prior loan UNTIL that loss has been repaid in full. 

HERMAN: 

What about a case where a veteran has paid off the loan, but still owns house?

MARK:  

That’s a One-Time Restoration.  The name says it all.  If the veteran were to pay off the existing VA loan, but keep the property, he or she may request a one-time restoration to purchase another property.  However, there is one catch - the veteran could not use his or her entitlement again to purchase a home until he or she has disposed of ALL properties that were bought using their VA eligibility.  

The last type of restoration of entitlement is the Release of Liability with Substitution of Entitlement. This would occur when a veteran allows another veteran to assume their loan and substitute that person’s entitlement for the current veteran’s.  If you have someone interested in doing this, it is best to contact a VA Regional Loan Center to discuss the details. 

HERMAN:  

It sounds like the lender should to come to us if the veteran comes in with less than full entitlement.

MARK:  

Yes.  In most cases, the remaining entitlement probably won’t be enough.  The lender can get their questions resolved most quickly by checking with us on specific cases.  Usually, we can discuss the issue over the phone and let them know if the eligibility can be restored, or if they need to discuss other financing options with their client.

HERMAN:  

It sounds like we’ve pretty much covered Eligibility. Anything else the viewer should know?

MARK:  

Just a couple of points.  Before we end the program, I want to make sure you know where to get additional information if you need it.  First, be sure to check out the VA website I’ve mentioned several times: [cg]  www.homeloans.va.gov.  You can find a section on Eligibility that will be useful to you and to your veteran clients.  You can also download VA Form 26-1880 there, and get the contact information you need for the National Personnel Records Center.   Additionally, the website is the best source for any changes and updates to the Home Loan Program.  And finally, be sure to use the Lender’s Handbook if you have any questions.  In most cases, you’ll find the answer there.  By the way, you can read and download that Handbook on the website.

One last thing before wrap up today.  I do want to mention that  VA does not have any requirement that states that a COE has to be updated at any given time. There may be an internal policy in your company,  but VA has no set rule for updating  the certificate, and we encourage you not to update Certificates of Eligibility without good reason.  That is, unless you have reason to believe that something has changed and is not reflected on the certificate you have, don’t  get it updated.  

HERMAN:  

Thanks Mark.  And thanks to you for taking the time to watch this presentation.  You should now have an understanding of the Eligibility process. 

We defined entitlement and eligibility.  We’ve talked about who may be eligible, and how to find out.  We looked at the forms needed to get a COE, and what that COE actually means for the lender.  We discussed partial entitlement, and what to do.  And, we provided some sources for additional information.  

Hopefully, this video has been helpful for you.  Please feel free to email any comments you may have to us at: [CG]  lgyhcohe@vba.va.gov.   

Be sure to check out the homeloans.va.gov website for a list of other videos available on the VA Home Loan Program.  Thanks and have a great day!

The End

