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Hello and welcome to this video on VA Home Loans for Newcomers. 





My name is Sid Ohlhausen, Senior Loan Specialist at the Houston VA Regional Loan Center.





This video is primarily for anyone who is new to processing, originating, or marketing VA home loans. It should also serve as a refresher course for anyone who hasn’t worked with VA home loans for a while.  We’re glad you are interested in the VA home loan program.








Let’s start with some history. Since our program began in 1944, its objective  has been to assist eligible veterans to become homeowners.  While serving in the Armed Forces, veterans may not have been able to establish credit or accumulate sufficient savings for a down payment.  VA, in partnership with lenders, helps veterans compete in the market place for credit with persons who were able to work in civilian occupations.  





SS#1:  Vet in front of house.





The VA program is intended to repay veterans for their service to our country.  So far, we have guaranteed over 17 million home loans to these veterans.





YOU in the mortgage industry can help us repay this debt of honor to those who have served in our country’s armed forces.





We have five basic objectives with this video.   (PP 1) When we’re done, you’ll understand the benefits of VA Guaranteed Home Loans, understand what the VA home loan program is not designed to do,  know the eligible purposes for a VA loan, understand the steps necessary to process a VA loan, and know where to go at the VA for help along the way.





Now, what exactly is a VA home loan?  Well. It’s a loan obtained from a lending institution such as the one you work for.  VA guarantees or backs up a percentage of the loan to your company  in the event the veteran is unable to make payments. 


 


The amount  of VA’s guaranty varies depending on the loan amount.  Each veteran initially receives $36,000 of what we will call “entitlement” along with $24,000 of bonus entitlement.  That’s a potential total of up to $60,000.  That “entitlement “ is actually the maximum portion of the loan that VA will guarantee.





Based on secondary market requirements, lenders generally limit VA loans to $240,000.  That figure is calculated by multiplying the maximum entitlement of $60,000 by 4. It is possible to purchase a home for more than $240,000 with some combination of down payment and guaranty.  This entitlement makes it possible for a lender to make a loan to a veteran with no down payment in most cases.








CG:  Benefits of the VA Program





From your standpoint as a lender, the VA loan program is an important resource.


In this highly competitive mortgage market, many lenders, and mortgage brokers have often overlooked this resource. We want to be sure you understand the benefits of our program.





First and most importantly, is the  (PP2)  no down payment feature.  The VA home loan program is the ORIGINAL no down payment program. As we mentioned earlier, VA’s guaranty is what makes this possible.  This feature adds many thousands of home buyers to your potential customer base. 





Also, VA regulates the closing costs charged to veterans.   This can result in considerable savings, requiring less up front cost.  We will discuss that a little more later.


 Next, VA offers a quick, streamlined refinancing process during periods of lower interest rates.  Veterans with higher interest rate VA loans can quickly refinance them with minimal processing required.





Next, VA loans are assumable.  On VA loans originated after March, 1988, VA has a procedure for approving sales to qualified assumers.  Should  the veteran sell the house on a new loan, there is no prepayment penalty for paying the existing loan off early.





And finally, VA offers servicing  that is second to none in assisting veterans when they are having problems in keeping up the mortgage payments.    By servicing we mean VA attempts to contact the veteran to find out the reason that payments are falling behind.  





VA can then offer many alternatives to help a veteran either save the home from foreclosure or minimize possible loss from foreclosure.  Some of those servicing alternatives include setting up (PP3) a repayment plan to bring the loan current,  delaying a foreclosure action  to give a veteran more time to sell the house or bring the loan current, purchasing the loan from the veteran’s mortgage company, offering assistance with what VA calls a compromise sale, or taking the house back through a deed in lieu of foreclosure.   VA  always tries to look out for a veteran’s best interest.








Now that we’ve covered the benefits of the VA home loan program, let’s clarify some misconceptions about VA loans.  








CG: What VA cannot do





PP 4) VA  does not guarantee that the house a veteran is buying is free from defects.  We always recommend veterans have a private home inspection completed to ensure that all defects are noted prior to purchase.  If a veteran  has a home built, VA can not compel the contractor to make necessary repairs under the home warranty.  Although, VA can in some cases, revoke that builder’s VA authority to build under the VA home loan program.  VA  can not  guarantee that a veteran is making  a sound investment, or that the veteran will be able to resell the home for enough money to payoff the loan.  And finally VA cannot offer or pay for legal services in their real estate transactions.








Now that we’ve clarified those issues, let’s cover the eligible purposes for VA loans.  The VA program can be used for the (PP 5): purchase of a new or used property,  for the construction , or for the refinancing of a home.  





Refinancing loans are divided into two types:  the one we’ve already mentioned, (PP 6)  the streamline or Interest Rate Reduction Refinance Loan, and the regular or cash-out loan.  Let’s take a moment to explain the differences between these two type of refi loans.








CG:  Eligible Purposes:





In a streamline refi, the entire loan balance can be refinanced, including closing costs and certain energy efficient improvements. No appraisal is required, and underwriting is not required in most cases. 





In the case of a regular or cash-out refi, an appraisal and underwriting are required and the loan is limited in most cases to a 90% LTV. However, if the property has sufficient value, the loan proceeds can be used to pay off other debts not connected with real estate, or the veteran can receive cash at closing.








Those are the basic types of VA loans.  Now let’s go over the processing steps.








CG:  Steps to obtain a VA loan.





First, the veteran must obtain  a Certificate of Eligibility known in the industry as a COE. 


There are  different ways to get the COE. In about half the cases, you as a lender, can get it through (PP 7)  VA’s internet based system, ACE,  which stands for Automated Certificate Of Eligibility.   In other cases, the veteran can apply through the mail at one of  VA’s two eligibility centers.  In addition there is special  E-mail procedure for streamline refinances 





The ACE system is the quickest. Your company should have already established access to this program.  ACE is best for cases where the veteran has been discharged from the service and has not had a previous VA loan.   If you are unable to obtain a COE by using ACE,  the veteran can apply by completing a form, called a VA Form 26-1880 and sending it to one of our Eligibility Centers.  This form is  available for downloading from our website at… 





CG:  www.homeloans.va.gov








Now, that’s an important website.  We will give it to you a few more times during this presentation.





In addition to the application form, the veteran will need proof of service. Veterans who have been (PP 8) Discharged or retired from active military duty  are given a DD214 or similar form at the time they separate from the military.  Active Duty personnel need a Statement of Service. This form is provided by the military and signed by the applicant's commanding officer, or designee.   








The proof of service for members of the National Guard and Reserves is not as simple as it is for the regular military.  There is no standard separation form.  They will all receive a Point Summary Statement, but the format and form number may vary.  If they are still actively participating, they can provide a Statement of Service just like regular military personnel.   





Actually the back of the application form we mentioned earlier, that’s the VA Form 26-1880,  provides instructions for completing the form and the proof of service required.





If the veteran has an existing VA guaranteed loan and wants to obtain a new VA refinancing loan at a reduced interest rate, a regular COE is not required.  We have a special e-mail procedure for obtaining verification of the veteran’s present loan. What e-mail address do you use? Again, that is given at our website: homeloans.va.gov.





CG:  www.homeloans.va.gov





CG  Steps to obtain a VA loan.





Once you receive the Certificate it will tell you how much entitlement the veteran has available. 





SS#2:  Blank COE: Overall, then close-up








If they have never used the benefit before, you will see $36,000 listed as available basic entitlement.  Also the certificate tells you that basic entitlement is increased by up to $24,000 for home purchases which are for an amount in excess of $144,000.  That’s the bonus entitlement we talked about earlier.





SS#3:  COE with prior loan: Overall, then close-up








If the veteran had a previous loan and later sold the house with payoff the loan, you will see the previous loan listed, with a line drawn through it.  That means the veteran’s entitlement has been restored and is available for another home purchase.  








SS#4:  COE with partial entitlement: Overall, then close-up











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.  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%.  That is an issue you will need to discuss with your marketing department.  





For more details on VA eligibility, you can always consult our website: homeloans.va.gov





CG:  www.homeloans.va.gov





Now we’ve mentioned that website a lot and for good reason.  It contains information not only about eligibility, but about all aspects of the VA home loan program.  For those of you who want further training, it  includes how to access our taped and live satellite training broadcasts and interactive training programs.  You will find it is your best overall source of information for VA loans.  Let’s look at this announcement.





ROLL IN:  VA website commercial











One of the most important things you should learn from this video is about our website.  It is your best, ongoing source  of information about VA loans.





Before the announcement, we covered how to establish the veteran’s eligibility.  Once you have  established that, the next step is to have the property appraised.  





CG:  Steps. to obtain a VA loan.








In order for a veteran to obtain a VA guaranteed home loan, it must be established








(PP 9)  the Property meets Minimum Property Requirements and has sufficient value to justify the loan.





We  (PP 10)  do not inspect the home but, instead make an appraisal.  As we mentioned a little earlier, we recommend that all purchasers obtain a separate home inspection just to make sure that the home is in a condition that is satisfactory to them.





The actual appraisal is assigned to and completed by one of VA’s 5000 approved fee appraisers. The assignment is made by accessing VA’s internet based appraisal assignment system. The Appraisal System, also known as TAS (PP11) is available 24 hours a day and may be accessed at www.tas.vba.va.gov.  





A link to that address is available at our website, www.homeloans.va.gov.





CG:  www.homeloans.va.gov.











Once the appraisal is completed, the fee appraiser must send it either to VA or the lender for review and approval.  VA staff appraisers used to have to review all these appraisals.  Now, many lenders have qualified to perform this function.  Those lenders have what is called (PP12)  LAPP authority.  That stands for Lender Appraisal Processing Program.  Certain lender employees, called  Staff Appraiser Reviewers or SARs  can now review the appraisal  and issue a final Notice of Value.  The LAPP program is only one of several initiatives that VA has undertaken to improve the quality and timeliness in the delivery of the loan guaranty benefit. 


You can find a lot more information about VA’s appraisal process in  VA’s standard instructional manual for lenders, known as the Lender’s Handbook.  That publication is another important resource for you on VA loans.  Let’s pause for a moment for another announcement.








ROLL IN:  Lender’s Handbook Commercial








You can download a copy of the Lenders Handbook at our website.  You should have it memorized by now.  homeloans.va.gov





CG:  www. homeloans.va.gov.








Before the announcement, we had covered how to establish the veteran’s eligibility and the property value.  





CG:  Steps to Obtain a VA loan





The next step is making sure the veteran meets the income and credit standards for a VA loan.








As part of processing the loan, it is necessary to establish the veteran is a (PP 13) satisfactory credit risk and has income that is stable, reliable, and sufficient in amount to meet their financial obligations, including the proposed mortgage payments, and have enough left over for family support.





These issues are discussed in detail in the Lender’s Handbook that we discussed a little earlier, in Chapter 4.  That’s where you look to find out how to deal with various types of income situations you will encounter, such as borrowers paid on commission or self-employment income.  You can also get information on how to deal with credit issues such as slow pays and bankruptcies.





CG:  Steps to Obtain a VA Loan








Regarding the approval process itself, VA has delegated underwriting authority to most lenders that are approved to make VA loans.  These lenders have what is called Automatic Approval authority.  Nearly all VA loans are now approved by the lender without even coming to VA.  To further speed up the process,  VA welcomes lenders to use certain approved automated underwriting systems. For an updated list of approved systems, again check our website: homeloans.va.gov





 CG:  www. homeloans.va.gov.








Now there is one particular characteristic that is especially important with VA loans.  That is the occupancy requirement.  The law requires that  (PP 14)  “the veteran must certify he/she occupies or intends to occupy the property within a reasonable period of time.”  What’s considered reasonable?  Generally, we say 60 days or less, though in some instances, a longer time may be appropriate.  Occupancy at a date beyond 12 months after loan closing generally cannot be considered reasonable. 





Now, If the veteran is on active duty and unable to occupy the property, the occupancy requirement can still be met, provided the spouse occupies the property.  There are other occupancy issues you may encounter with various borrowers. Those situations must be evaluated on a case by case basis.  The Lender’s Handbook, Chapter 3, gives you detailed information on occupancy requirements in various situations.





CG:  Steps in Obtaining a VA loan








Once the eligibility and property value are established and the credit underwriting completed, the next step is closing.   Remember, we mentioned a little  earlier that VA regulates the closing costs that can be charged to veterans.   The Lender’s Handbook in Chapter 8 covers these  in detail.








Specifically  (PP 15) the veteran can pay a maximum of reasonable and customary amounts for all Itemized Fees and Charges designated by VA, plus a 1% flat charge by the lender, and reasonable discount points.   I





The first category, that is the Itemized fees & charges, includes (PP 16) VA appraisal fees, recording fees , a credit report, prepaid items like taxes and insurance premiums,  survey, title examination , special mailing fees for refinancing loans, and the VA funding fee.  





Now, in addition to the itemized fees and charges, the veteran can also be charged a (PP 17)  1% origination fee.  This charge is intended to cover all the lender’s costs for items not included in the itemized list.  Charges considered junk fees in the industry can not be itemized and charged individually in addition to the 1% origination fee. 





CG:  Steps in Obtaining a VA loan





The last step in the process of a VA loan is when the lender obtains the Loan Guaranty Certificate, or LGC.  This is the lender’s assurance that VA will back the loan if there is a problem in the future with the veteran making the payments.   VA has greatly reduced the paperwork required from the lender to obtain their LGC in most cases.  The Lender’s Handbook in Chapter 5 gives the list of required exhibits.





Once your company has obtained the LGC, that normally completes the loan origination process.  Hopefully, at that point, the veteran is enjoying the benefit of home ownership and your company has a profitable addition to its portfolio.  However, if any problems come up at any point during the process, it’s important to know where to turn for help. 





CG:  Where to go for information








We have already discussed our website:  homeloans.va.gov.  However, that doesn’t always have the answer to every question.  Our  final objective with this video is to be sure you know where to go in VA to get information when you need it. 





SS#5:  SEDAN MAP





VA’s Loan Guaranty Service is divided into 9 Regional Loan Centers, as shown on the map on your screen.  Each of these offices has a toll free general information line.  You can get those toll free numbers at  the website, homeloans.va.gov.  








CG: www.homwelonas.va.gov.  








If there is a particular issue regarding eligibility, credit underwriting, or appraisal you need help with, you can call the Regional Loan Center where the property is located.





As we mentioned earlier, VA has an extensive array of training programs available for lender employees.  These include interactive, step by step  computer programs, streaming videos, and live and tape recorded broadcasts.  You can learn how to access these at homeloans.va.gov.  





CG:  www.homeloans.va.gov








Please be sure you take advantage of these services.  Don’t let an opportunity go by for a veteran to obtain the VA home loan benefit and for you to get another grateful customer.








That brings us to the end this video.  We hope it has been helpful.  (PP 19) To review, we discussed  the benefits of the VA home loan program. We explained what VA doesn’t do. We went over the steps to obtain a VA loan, the eligible purposes for VA loans, and we told you where to go for information.   With  this, you should now be able to better assist  those of your customers who would like to use their VA home loan benefit.  And you’ll be helping the country to repay our veterans for the sacrifice they made in serving the country. 





This is Sidney Ohlhausen of the Veterans Benefits Network.  Thanks again for your interest.
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