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Introduction 
 
 
The Cleveland Regional Loan Center is one of 8 VA Regional Loan Centers nationwide.  Effective     
April 1, 2011, our jurisdiction covers 13 states that include Connecticut, Delaware, Indiana, Maine, Mas-
sachussets, Michigan, Ohio, New Hampshire, New Jersey, New York,  Pennsylvania, Rhode Island and 
Vermont.  We are responsible for about 11% of all VA loans closed in this country.   
 
Over the past several years, the Cleveland Loan Production Section has continually revised its training 
program based on numerous suggestions from processors, loan officers and underwriters.   
 
The training course has several objectives: familiarize processors, underwriters and loan officers with VA 
guidelines, provide a comprehensive overview of more complex issues for VA home loans and present 
training from a process oriented approach to ensure that veterans are getting a quality VA loan 
 
The training guide covers 11 chapters, as well as provides copies of frequently used VA forms.  Those 
11 chapters consist of: 
 
Loan basics 
Obtaining a Certificate of Eligibility 
Getting started (initial paperwork requirements) 
How to order a VA appraisal 
The VA funding fee 
Credit underwriting 
Loan closing and submitting loans to VA 
Special circumstances 
VA updates 
Loan processing steps 
Frequently asked questions 
 
It should be understood that the only true source for processing VA home loans is VA Pamphlet 26-7, 
Lenders Handbook, Revised January 1, 2001. Please also keep in mind that there have been several 
changes added to this Handbook since January 2001 that must be incorporated into the Lenders Hand-
book.  The best source for an updated version VA Lenders Handbook can be found online at: 
 

http://www.benefits.va.gov/warms/pam26_7.asp 
 
It is important to note that this training guide is not all inclusive and does not cover every topic discussed 
in the VA Lenders Handbook.   While it is the goal of the VA trainer to cover pertinent topics related to VA 
home loans, all 11 chapters above will not necessarily be covered word-for-word in our in-person train-
ing.   
 
In the end, it is the veterans who benefit from you attending this training.  Let’s not forget that America’s 
veterans are its greatest citizens. 
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VARO 

Attn. Loan Production (MDP 261) 

1240 E. 9th Street 

Cleveland, OH 44199 

Address 

Cleveland Regional Loan Center (RLC)  
Points of Contact 

Telephone Numbers: 

E-mail Addresses: 

Websites: 

Toll Free:  (800) 729-5772,  Option 4—Loan Production 
 
Toll Free:  (800) 729-5772, Option 2—Construction and Valuation 
 
Local:        (216) 522-3610—Regional Loan Center 

vahomesite@va.gov — e-mail address for general loan production 
related inquiries (no appraisal questions) 
 
clevelandlendermanagement.vavbacle@va.gov — e-mail address 
for general questions regarding adding agents, branch offices,       
obtaining VA lender identification numbers or adding underwriters 
 
325cnv@vba.va.gov — e-mail address for general construction and 
valuation inquiries.  All appraisal, appraiser and condominium        
approvals. 

National Loan Guaranty Service Website:   
 
http://www.benefits.va.gov/homeloans/ 
 
Cleveland RLC Website: 
 
http://www.vba.va.gov/ro/cleveland/index1.htm 
 
National VA Website: 
 
www.va.gov 
 
VA Lenders Handbook: 
 
http://www.benefits.va.gov/warms/pam26_7.asp 
 
Obtain Copies of Various VA Pamphlets: 
 
http://www.benefits.va.gov/WARMS/Site_Map.asp 

Serving Veterans In 
The Following States: 

Connecticut, Delaware, Indiana, Maine, Massachusetts, Michigan, 
New Hampshire, New Jersey, New York, Ohio, Pennsylvania, Rhode 
Island and  Vermont 
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Loan Basics 

Primary Benefits Of A VA Home Loan 
 
 100% financing up to the Federal Housing Finance Agency’s 

(FHFA) conforming loan limits, as adjusted by county 
 
 100% cash-out refinancing up to FHFA’s conforming loan limits 
 
 Streamline VA to VA Interest Rate Reduction Refinancing Loans 

(IRRRL’s) 
 
 VA requires no bottom line credit score 
 
 Fully assumable by any qualified person (does not have to be a  

veteran) 
 
 Fixed and adjustable rate mortgages 
 
 No pre-payment penalty 
 
 No monthly mortgage insurance 
 
 VA funding fee can be added to 100% financing and amortized over 

the life of the loan (up to conforming loan limits) 
 
 Energy efficient improvements can be added to the 100% financing 
 
 Seller can assist with closing costs 
 

Marketing the VA Home Loan Program 
 
 Local real estate publications (Harmon homes, Realtor books, real 

estate section of newspapers 
 
 Veteran military bases 
 
 Veteran organizations (VFW, American Legion, etc.) 
 
 Setting relationships up with local Realtors or if you are a Realtor, 

finding mortgage lenders that originate VA loans 
 
 Veteran family and friends 
 
 Bottom line:  as with any business, you may have to spend          

advertising dollars to be successful 
 
 VA does not provide lists of names of veterans to anyone 

Primary Benefits of A 
VA Home Loan 

Where to Market the 
VA Home Loan 

Program 
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Loan Basics 

Occupancy.  VA requires the veteran to occupy the subject prop-
erty as his/her primary residence.  The normal guideline is within 60 
days from the date of closing.  However this may be extended to 12 
months if the veteran has a 
specific date that s/he will be 
moving in and a particular rea-
son/future event that is caus-
ing the delay.  This require-
ment is for both purchases and 
cash-out refinances. 
 
For active duty military person-
nel who are deployed from their permanent duty station considered to 
be in a temporary duty status and able to provide a valid intent to oc-
cupy, the spouse can fulfill the occupancy requirement.   
 

Examples of Acceptable Occupancy: 
 
 Veteran no longer active in military moves into home within 60 days 

and works and lives in location near employment 
 Active duty married veteran deployed for 3 years in Germany, but 

wants to buy a home that spouse and children will occupy in the 
States 

 Active duty, single veteran has separation orders less than 12 
months into the future and certifies they will occupy home as pri-
mary residence. (income issues may arise for underwriting pur-
poses) 

 A single veteran works overseas, but can certify they come back to 
the States at least quarterly to occupy the home as their primary 
residence 

 

Examples of Unacceptable Occupancy: 
 
 A single veteran currently on active duty with separation orders 14 

months into the future does not meet occupancy 
 A veteran working in Los Angeles full time, but wants to buy a 

house so the spouse and children can live in Ohio.  If that     em-
ployment is full time, with no expected retirement or end date, the 
veteran would not satisfy occupancy 

 A retired veteran wants to purchase a home in Naples, Florida, but 
spouse still works in Ohio and her income is required for qualifying 
purposes.  Occupancy would not be met in this situation 

 A single mother of two children has orders to activate to Iraq for 400 
days and wants to purchase a home so her mother can watch the 
children while she is away.   Parents cannot satisfy occupancy. 

 
Exception:  The veteran does not have to occupy the property for    
interest rate reduction refinance loans (IRRRL’s), just certify that they 
previously occupied the home. 

Occupancy 
Requirements 
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Exception to 
Occupancy 

Requirements for an 
IRRRL 

Examples of 
Acceptable Occupancy 

Examples of 
Unacceptable 

Occupancy 



The maximum VA loan is set annually by the Federal Housing Finance 
Agency.  Those amounts are typically released around December each 
year.  For calendar year 2011, the typical maximum conforming loan 
limit for a VA home loan is $417,000.  That maximum loan amount can 
change based on county location.  For more information on maximum 
VA home loan amounts you can visit VA’s Loan Guaranty website at: 

http://www.benefits.va.gov/homeloans/loan_limits.asp 

What is the Maximum 
VA Loan Amount? 

Entitlement vs. Loan 
Amounts 

Loan Basics 

Every veteran receives $36,000 of basic home loan entitlement pro-
vided they meet service requirements (discussed in Chapter 2).  As of 
October 10, 2008, the President signed into law The Veterans Benefits 
Improvement Act of 2008.  For all locations in the United States other 
than Alaska, Guam, Hawaii, and the U.S. Virgin Islands, the maximum 
guaranty amount is the greater of 25 percent of (a) $417,000 or (b) 
125 percent of the area median price as set by the Federal Housing 
Finance Agency for a single-family residence, but in no case will the 
guaranty exceed 175 percent of the Freddie Mac loan limit for a single 
family residence in the county in which the property securing the loan 
is located.  These amounts adjust annually. 
 
In Alaska, Guam, Hawaii, and the U.S. Virgin Islands, the maximum 
guaranty amount is the greater of 25 percent of (a) $625,500 or (b) 
125 percent of the area median price for a single-family residence, but 
in no case will the guaranty exceed 175 percent of the Freddie Mac 
loan limit for a single family residence in the county in which the    
property securing the loan is located.  These amounts adjust annually 
as well.  
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All eligible veterans receive $36,000 of basic entitlement.  That basic 
entitlement is used for purchases or cash-out refinances of  $144,000 or 
less.  In order for lenders to sell their VA mortgages in the secondary 
market, GNMA, FNMA and FHLMC require a minimum of 25% of          
guaranty, or a combination of guaranty + down payment + equity    
equaling 25%.  The initial basic entitlement of $36,000 is exactly 25% of 
$144,000.   

What is Basic 
Entitlement? 

What is Bonus 
Entitlement? 

Loan Basics 

Due to the change in the law under The Veteran’s Benefits Improve-
ment Act of 2008, every veteran also receives bonus entitlement that 
will be in excess of the $36,000 of basic entitlement.  The bonus       
entitlement only kicks in for loans over $144,000.  Bonus entitlement is 
calculated by taking the annual Freddie Mac conforming loan limit, as 
set by county limit, multiplying it by 25% and then subtracting the 
$36,000 of basic entitlement.  Using the basic conforming loan limit of 
$417,000: 
 
Example:  ($417,000 x 25% = $104,250) - $36,000 = $68,250 bonus 
entitlement for 2012. 
 
It is possible for a veteran to have extinguished their initial basic       
entitlement of $36,000 by still having an open VA loan for $144,000, 
and still have the $68,250 of bonus entitlement to use for a purchase 
over $144,000 (provided they occupy that home).  The general rule is a 
veteran can obtain a VA home loan up to 4 times the amount of avail-
able basic and/or bonus entitlement.  In this example, the veteran could 
use the bonus entitlement to obtain a VA loan up to:  $68,250 x 4 = 
$273,000 (or $273,000 x 25% = $68,250) 
 
Using the adjusted conforming loan limit for WebLGY of $735,000 for 
Sussex County, New Jersey: 
 
Example:  ($625,500 x 25% = $156,375) - $36,000 = $120,375 bonus 
entitlement for 2012. 
 
A veteran could purchase a home in 2012 in Sussex County up to 
$120,375 x 4 = $481,500 without having any basic entitlement          
remaining.  

How Do You Calculate 
Bonus Entitlement? 
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What Type of Loan and 
How Much of a Loan 

Can a Veteran Obtain? 

Loan Basics 

VA does not set maximum loan amounts.  Provided that a veteran has 
the full $36,000 of basic entitlement available, VA will issue a minimum 
of a 25 percent guaranty on any mortgage amount up to the maximum 
loan limit as set by the Federal Housing Finance Agency’s conforming 
loan amounts, based on maximum county limits as they are set       
annually (as long as it is supported by the appraisal).   
 
The maximum VA loan is the lesser of the purchase price or           
appraised value provided it does not exceed Freddie Mac’s conforming 
loan limits (with the funding fee included). 
 
VA’s basic loan types and loan amounts (loan amounts are typical for 
secondary market requirements) are: 
 
 To build or purchase an existing home, multiple-unit property (up to 

4 units) or a condominium in a VA accepted project up to Freddie 
Mac’s conforming loan limit based on county location 

 Regular (Cash-out) refinance of an existing home loan or refinance 
of a construction loan and land sale contract, up to 100% of the 
value of the home, with the maximum loan amount not to exceed 
Freddie Mac’s conforming loan limit for the county where the    
property is located 

 Interest Rate Reduction Refinancing Loan (Streamline) of a VA 
guaranteed home loan.  This loan is to reduce the interest rate of 
the existing VA loan or convert an existing VA adjustable rate   
mortgage loan to a fixed rate. 

 To purchase and improve a home consecutively.  Maximum loan 
amount will be the maximum Freddie Mac conforming loan limit 
based on county location for this type of purchase. 

 To purchase farm property with no acreage restrictions.  VA only 
values the home and physical buildings attached to the land that 
support the residence. 

 Energy Efficient Improvements, see VA Lenders Handbook,     
Section 7.03 
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Purchase a single family home, townhouse or condo.  
A veteran can purchase a home, condo, townhouse or  manufactured 
home provided it meets certain guidelines: 
 

 It is titled as real estate 
 It doesn’t exceed more than 4 units (and veteran will occupy at least 1 

unit)  
 It is a VA approved condo or townhouse development  
 It is affixed to a permanent foundation 
 It meets VA’s minimum property standards of safe, sanitary and sound 
 All appraisal compliance issues are repaired prior to closing unless 1 

½  times the cost of repairs is placed into escrow by the seller (only in 
seasonal times of the year:  November—March) 

 

New Construction.  Proposed construction requires specifications 
and blue prints, as well as an appraisal to 
determine reasonable value.  An        
automatic lender’s Staff Appraisal       
Reviewer can review the plans and 
specs.  The builder must be VA ap-
proved.  The lender issues all draws of 
money to  construct.  Typically the lender 
and municipality complete inspections for 
all draws of money, and to ensure          
compliance with local housing codes.   
 
There are 2 rules for the builder      
 warranty: 
 

 Builder needs to provide 1 year builder warranty if property was  
      inspected at least 3 times during construction process 

or 
 Builder needs to provide 10 year HUD warranty if property was pro-

posed construction, but was not inspected until completion of the 
home  

 

Interest Rate Reduction Refinance Loans (IRRRL’s or 
VA streamline).  Any veteran who has an existing VA loan can obtain 
a VA IRRRL.  There is no credit report, income or deposit verifications, or 
appraisal required.  The lender must certify either: 
 
 The interest rate and principal and interest payment is decreasing or 
 The term of the loan is decreasing 
 
Exceptions to above rule: 
 
 The veteran is refinancing a VA ARM to a VA fixed rate loan 
 Refinancing a VA graduated payment mortgage to a VA fixed rate loan  

What Types of Home 
Can a Veteran 

Purchase? 
 

Single Family Home, 
Townhouse or Condo 

Loan Basics 

New Construction 

Interest Rate 
Reduction 

Refinancing Loan 
(IRRRL) 
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20% Principal, Interest, Tax and Insurance (PITI) Increase on 
IRRRL’s: 
 
In the event the new mortgage payment is increasing by 20% or more, 
the lender’s underwriter must certify that the veteran qualifies for the 
increased monthly payment. 
 

What amounts can be included in an IRRRL? 
 
VA Form 26-8923, IRRRL Worksheet should be used to calculate the 
maximum VA IRRRL loan amount.  The 26-8923 form should match the 
HUD-1 in terms of payoff. VA allows the lender to finance: 
 
The existing VA loan payoff  
+ allowable closing costs  
+ VA funding fee  
+ up to 2 discount points 
 
Who can obtain an IRRRL? 
 
 original veteran who still owns the 

home 
 surviving spouse (veteran deceased) 
 original veteran and new spouse 
 new veteran who substituted entitlement 
 

Who can not obtain an IRRRL? 
 
 veteran holding a conventional home loan 
 veteran’s previous spouse (if divorced and spouse still in home) 
 spouse who is not signed on original VA loan (if veteran divorced or 

deceased) 
 non veteran (if closed as a joint loan and original veteran quit claims 

interest in property) 
 

IRRRL Special Circumstances: 
 
An IRRRL for an existing VA loan that is 30 days past due at the time of 
application or closing must be sent to VA for prior approval underwriting.   
 
The veteran can not receive more than $500 cash back at closing on an 
IRRRL 
 
If the veteran receives cash back, the lender must be able to document 
the overage. 
 
The lender must document the number of months it will take to recoup 
the closing costs for an IRRRL. 
 
Typical formula is:  Total closing costs (excluding pre-paids) divided by 
costs savings in Principal and Interest per month  

IRRRL 20% Rule 

Loan Basics 

How To Calculate the 
Maximum IRRRL Loan 

Amount 

IRRRL Special 
Circumstances 
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Cash-Out Refinancing Loans.  A cash-out refinancing loan is a 
VA-guaranteed loan which refinances any type of lien or liens against the 
secured property.  It also allows for additional cash to be distributed to the 
veteran provided they qualify.  The liens to be paid off may be from any 
source, such as tax or judgment liens, or paying off a VA, FHA or         
conventional mortgage. 
 
The maximum loan amount has been changed to meet 100 percent of the 
Notice of Value amount plus the cost of any energy efficiency                
improvements plus the VA funding fee, provided it does not exceed the 
maximum loan amount as set by Freddie Mac in the county where the 
property is located.  
 
The loan must be secured by a first lien on the property.   
 
Loan proceeds beyond the amount needed to pay off the lien (s) may be 
taken as cash by the borrower for any purpose acceptable to the lender. 

VA Cash-out 
Refinances 

Loan Basics 

VA Refinance 
Comparison 
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Regular Refinance 

(Cash-out Refinance) 

IRRRL 
VA Streamline     

Refinance 
Cash out         
allowed? 

Yes (within 100%) No 

Loan limit 100% of NOV + funding 
fee + up to $6,000 for 
energy efficient improve-
ments* 

Payoff of previous VA 
loan + allowable  
closing costs +   
funding fee + up to 
$6,000 for energy 
efficient                 
Improvements 

Must veteran 
own property? 

Yes Yes 

Must veteran oc-
cupy property? 

Yes No (must have      
occupied at time of 
purchase) 

Maximum loan 
term 

30 years Existing VA loan term 
+ 10 years (not to 
exceed 30 years). 

Maximum inter-
est 

Negotiated Rate Rate must be lower 
than rate on present 
VA loan, unless     
refinancing ARM to 
fixed rate. 
GEM Loans:  Rate 
MUST be lower than 
existing rate 

Lien of record 
required? 

Yes 
 

Yes 
 

OK to refinance 
other liens? 

Yes No 
 



VA has seen a lot of abuse of the VA IRRRL program over the past 10 
years.  With the inception of ARM type mortgage loan products and wildly 
fluctuating interest rates, many veterans have been convinced to refinance 
their VA home loan to an interest rate that was either temporary or      un-
favorable in terms of months to recoup closing costs.  Examples: 

 A veteran refinances a loan for 1/8% reduction in interest rate.  After 
adding closing costs to the existing VA loan, the veteran saved $.18 
per month on his payment 

 A veteran with a 4% fixed rate 30-year mortgage was talked into taking 
a 3% 3/1 ARM loan.   

 Numerous veterans 
closing IRRRL’s 
where the months 
to recoup closing 
costs exceeds 200+ 
months 

 

When advertising the 
VA home loan, there are certain requirements that must be met: 

 Lenders cannot use the VA seal on their advertising mailers 

 Lenders cannot tell a veteran that they can “miss up to 2 payments” if 
they close on an IRRRL 

 Lenders cannot advertise that they have a special relationship with VA 

 Lenders should never advertise that the veteran can receive cash back 
at closing 

 Lenders should never charge closing costs up front in order to get the 
process moving forward.  (It is a no money out of pocket loan) 

 Lenders should never put language on their advertising that is mis-
leading such as:  “Veterans Benefit Department” or “Important VA 
Benefits Enclosed” 

 Lenders should never create advertising packaging that makes the  
envelope or mailer appear to be official government documents 

 

 

 

Advertising VA 
IRRRL Program 

Loan Basics 

Rules For Advertising 
VA IRRRL Program 
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Consecutive Purchase and Improvement.  A veteran can 
use his existing entitlement to purchase a home and also make            
consecutive improvements.  The veteran must provide specifications and 
blue prints to the lender.  An appraisal must be completed that certifies the 
improvement will result in a dollar for dollar increase in the appraised 
value. 
 
 

Energy Efficient Mortgages (EEM’s).  EEM’s are loans to 
cover the cost of making energy efficiency improvements to a dwelling.  
Funds for energy efficiency improvements are considered part of the total 
loan.  They can be made in conjunction with: 
 
 A VA loan for the purchase of an existing dwelling, or 
 A VA refinancing loan secured by the dwelling.  
 
The mortgage may be increased by: 
 
 Up to $3,000 based solely on the documented costs of the energy   

improvements, or 
 Up to $6,000 provided the increase in monthly mortgage payment 

does not exceed the likely reduction in monthly utility costs, or 
 More than $6,000 subject to a value determination by VA.   
 
If the labor is to be performed by the veteran, the loan increase will be   
limited to the amount necessary to pay for materials.  Veterans cannot pay 
themselves for labor if they choose to install the improvements them-
selves. 

VA will also allow a lender to include EEM improvements in the VA     
mortgage loan even if the work has already been completed.  The veteran 
would need to provide proof that the improvement was done within the 
past 90 days.  The veteran would need to provide evidence of the work 
showing amounts and the date the work was performed. 

Examples of Allowable EEM Improvements: 

 Solar heating or cooling systems 

 Furnace replacement or efficiency modifications 

 Clock thermostats 

 New or additional insulation 

 Storm windows and doors 

 Heat pumps 

 Insulated garage doors on attached garages 

Purchase a Home 
and Consecutively 
Improve That Home 

Loan Basics 

Energy Efficient 
Mortgage 

What Kind of EEM 
Improvements Can A 

Veteran Make? 
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What Items Can Not Be Considered EEM Improvements? 
 
 New roof or shingles 
 Vinyl siding 
 Air Conditioning units (unless veteran has a medical certification that 

requires a controlled environment within the home) 
 Glass block windows 
 
VA will guaranty an energy efficient mortgage in the same proportion as a 
loan not including energy efficiency improvements.  However, the charge 
to the veteran’s entitlement will be based upon the loan amount before 
adding the cost of energy efficiency improvements. 
 
Note:  The funding fee must be calculated on the full loan amount,        
including the cost of the energy efficient improvements.  

 
 
 
 
 
 
 
 
 
 
 
Guaranty Limits On Joint Loans.  The term “joint loan”        
generally refers to any loan for which a veteran and any person other than 
the veteran’s spouse are liable.  VA classifies a joint loan as a loan with 
two veterans both using their certificates of eligibility or a loan between a    
veteran and person other than a spouse who does not have a certificate of 
eligibility.   
 
If a veteran is purchasing with a person who is not a spouse and who does 
not have home loan benefits, the guaranty is calculated based on the    
veteran’s portion of the loan.  

Example -  Loan amount = $136,000 (funding fee paid in cash) 
Veteran & spouse obligors = $36,000 guaranty 
Two veteran obligors (both with full entitlement) = $36,000 guaranty 
Veteran and sister (not eligible for VA home loan benefits) = $27,200 
(20%) guaranty 

Calculation:  $136,000/2 (vet’s portion) = $68,000.  Guaranty = 
$27,200 (this amount may not be sufficient to meet secondary  
market requirements - check with your investors).   

Loan Basics 

What Kind of EEM 
Improvements Are Not 

Allowed? 

Joint Loans 
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Loan Approval Requirements.  The basic requirements for a VA 
loan are: 
 
 The veteran must have     

sufficient eligibility/benefit  
(see Chapter 2 of the VA 
Lender’s Handbook) 

 
 The loan must be for an    

acceptable purpose  
 
 The occupancy requirement 

must be met  
 
 The veteran (and spouse, if applicable) must have sufficient, stable 

income and acceptable credit.  (see Chapter 4 of the VA Lender’s 
Handbook)  

Loan Basics 

Basic Loan Approval 
Requirements 

13 
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Who’s Eligible /  
How To Obtain A  

Certificate  
of Eligibility 

 

VA Home Loans 
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For veterans who served on active duty, the minimum service times 
listed below must be based on continuous days of active duty.  Those 
days cannot be pieced together.  Also, in order for veterans to be eligible 
they must have achieved at least a discharge of honorable, under  
honorable conditions or a general discharge.  A dishonorable discharge 
or a discharge characterized as “other than honorable” are typically not 
acceptable for eligibility.   
 
Finally, for reserve or national guard members, service times can be 
pieced together and do not have to be consecutive.  It is important to 
note for reservists/national guard members who have discharged, they 
must have obtained an honorable discharge.  No other discharge     
character would be acceptable.  The following tables are provided as a 
quick reference guide to determine whether a veteran served adequate 
service time. 
 

 
** Assuming active duty is during a wartime period. 
 
 

Eligibility 

ERA DATES MINIMUM SERVICE* 
WWII 09/16/40 - 07/25/47 90 continuous days 

Peacetime 07/26/47 - 06/26/50 181 days 

Korean 06/27/50 - 01/31/55 90 days 

Post-Korean 02/01/55 - 08/04/64 181 days 

Vietnam 08/05/64 - 05/07/75 90 days 

Post-Vietnam 05/08/75 - 09/07/80 181 days 

Post-Vietnam 09/08/80 - 08/01/90 2 years 

Persian Gulf 8/2/90 - undeter-
mined 

2 years or period called 
to active duty, not less 
than 90 days 

OTHER ELIGIBLE 
PERSONS 

MINIMUM SERVICE REQUIRED 

Active duty member** 90 continuous days (181 during peacetime) 

Active Reserve or  
National 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. 

POW/MIA spouse Veteran must have been POW or MIA 90 
days. 

Eligibility Service 
Time 

Requirements 

Others Who May 
Be Eligible 
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WebLGY: 
 
WebLGY is an Internet based application, located in the Veterans      
Information Portal (VIP).  The system  allows lenders to obtain a  
Certificate of Eligibility (COE) in a matter of 10-15 seconds.  It issues 
COE’s for most first-time users who served full-time active duty military 
or will give a certificate if the veteran has an existing VA loan (for use 
with an IRRRL).  It also allows lenders to check on status of loans  
submitted for guaranty.  The program was implemented in May 2006.  
The system can be accessed as a link within the Veterans Information 
Portal located at: 
 

https://vip.vba.va.gov/ 
 
Both veterans and lenders can register to use the Portal.  If you are a 
lender, you will need a lender i.d. to use the Veterans Information Portal.  
As part of that 
registration 
process, the 
system will ask 
registrants for a 
PIN number.  
That PIN is the 
last 4 digits of 
your VA lender 
identification 
number.  

 
 
 
 
 
 
 
 

Eligibility 

WebLGY 

Registration  For 
The Veterans 

Information Portal 
— Both Veterans 
and Lenders Can 

Register To 
Obtain A COE 

Click on 
“User  
Registration” 

For new users, 
click on 
“Register Now” 
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Once all information has been submitted, the VIP will give you a user-
name and temporary password.  You can proceed back to the original 
login page at: 
 

http://vip.vba.va.gov 
 

Login using your username and temporary password.  The system will 
then ask the user to create their own password.  Once that has  
completed the user will see the following screen. 

Eligibility 

Registration  For 
The Veterans 

Information Portal 

Click on ap-
propriate 
items.  A 
lender would 
be consid-
ered a  “VA 
Affiliate” 

Fill out all re-
quired data 
fields and click 
on ‘Next’ 
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Once the lender has registered for the Portal and logged in, the lender 
can obtain an Automated Certificate of Eligibility using WebLGY 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

Eligibility 

Under 
‘Applications’ 
click on       
WebLGY 

Click on the 
link called  
‘Eligibility’ 

How To Obtain a 
Certificate of 

Eligibility Using 
WebLGY 
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Eligibility 

Click on 
“Automated 
Certificate of 
Eligibility” 

How To Obtain a 
Certificate of 

Eligibility Using 
WebLGY 

Enter required 
data fields   
designated by 
the asterisk 

If successful, 
ACE will give 
the lender a 
Certificate of 
Eligibility 
automatically 
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If the lender is unsuc-
cessful, they can    
upload documents in 
WebLGY.  The above 
screen shot shows 
how the lender can 
upload documents. 
 
Lenders using the 
Automated Certificate 
of Eligibility feature in 
WebLGY will have 
success in most cases 
provided the veteran: 
 

 Has never had a VA loan 
 Was discharged after 1981 
 Served 2 years of active duty with at least a General discharge 
 Reserve duty, national guard duty or 90 days wartime duty may not 

result in an immediate certificate of eligibility.  Lender would need to 
use the mail or by uploading reserve/national guard documentation 
into WebLGY. 

 
 

e-Benefits Registration: 
 

Veterans can also register in e-Benefits to obtain a certificate of          
eligibility, and to view a variety of other VA benefits: 
 

www.ebenefits.va.gov 
 

Eligibility Center: 
 
If you do not obtain a valid certificate of eligibility from this system, you 
should have the veteran complete: 
 
 VA Form 26-1880, Request for a Certificate of Eligibility for VA Home 

Loan Benefits, and  
 Submit it along with proof of military service to the Atlanta VA       

Regional Loan Center 

VA Form 26-1880 (and all other VA forms) can be obtained at http://
www.va.gov/vaforms/, by calling/writing/e-mailing the Eligibility Center, 
from a local VA Regional Office, or from a lender who participates in the 
VA home loan program. 

Eligibility 

By Mail 

Standard Mailing Address Attn. COE (262),  P.O. Box 100034, 
Decatur, GA 30031  

Overnight Mailing Address Attn. COE (262), 1700 Clairmont 
Road, Decatur, GA 30033 

Telephone Number (888) 768-2132 

e-Benefits 

Lenders Can 
Upload 

Documents Into 
WebLGY 
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Walk-In Applicants: 
 
Veterans who require walk-in service can visit the nearest Regional 
Loan Center in Cleveland, Ohio from 8 am to 4:30 pm ET, Monday 
through Friday.   Other Regional Loan Centers may issue certificates of 
eligibility as well.  Please call to check for availability and times of  
operation.  
 

Eligibility Verification for streamline, IRRRL cases: 
 
Veterans who do not have their original Certificate of Eligibility do not 
need that document for an Interest Rate Reduction Refinance Loan.  
Lenders can now request a VA IRRRL loan number through WebLGY.  
This system will only issue a new IRRRL VA loan number if there is an 
open, active VA loan.  VA no longer requires the old “Prior Loan        
Validation” screen printouts as part of the origination fileAny lender can 
use WebLGY to verify the veteran’s current existing VA loan.  You can 
access this site at: 
 

vip.vba.va.gov 
 

Proof Of Military Service.  Acceptable documentation of military 
service depends on whether the veteran served on regular active duty or 
in the Selected Reserves or National Guard, or whether the veteran   
remains on regular active duty or in the Selected Reserves or National 
Guard. 
 

 For a veteran discharged from regular active duty after January 1, 
1950, a copy of DD 214 Certificate of Release or Discharge from  
Active Duty should be included with VA Form 26-1880.  If discharged 
after October 1, 1979, Copy 4 of DD 214 should be submitted. 

 

 If the applicant is on regular active duty and has not been previously 
discharged from active duty service, a statement of service which 
includes the name of the issuing authority (base or command) and is 
signed by or at the direction of an appropriate official is required. The 
statement must include the service member’s name, SSN, date of 
entry on active duty and the duration of any time lost. If on active  
Selected Reserve duty, the statement of service should be from the 
unit Commanding Officer and should cite the length of time served 
with the reserve unit. (Faxed copies and photocopies are not        
acceptable.) 

 

 If veteran was discharged from the Selected Reserves or the        
National Guard, include copies of documentation of at least 6 years 
of honorable service.  If discharged from the Army or Air Force     
National Guard, submit NGB Form 22, Report of Separation and  
Record of Service, or NGB Form 23, Retirement Points Accounting, 
or its equivalent.  If discharged from the Selected Reserve, submit a  

 
 

Eligibility 

Walk-in  
Applicants 

IRRRL Eligibility 
Verification 

What Does a 
Veteran Need As 
Proof Of Military 

Service? 
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copy of the latest annual points statement and evidence of honorable 
service.  Unfortunately, there is no single form used by the Reserves or 
National Guard similar to the DD Form 214.  It is veteran’s responsibility 
to furnish adequate documentation of at least 6 years of honorable    
service.  
 
 If the veteran is still serving in the Selected Reserves or the National 

Guard, include an original statement of service signed by the        
veteran’s Commanding Officer or Personnel Officer.  It should show 
the date of entry into veteran’s current tour of duty, list all previous 
service, and all previous service numbers.  It must be identified with 
the veteran’s social security number and date of birth.  (Faxed copies 
and photocopies are not acceptable.)  At least 6 years of honorable 
service must be documented.  

 
NOTE:  If the veteran has been discharged from regular active duty, it 
may be possible to make a determination without the veteran providing 
evidence of military service.  However, it is best to provide such          
evidence with VA Form 26-1880 to prevent possible delays in           
processing the request. 

     

What Does a 
Certificate of 

Eligibility Look 
Like? 

Eligibility 
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Automated Certificate of Eligibility (ACE). 
 
The preceding example of a certificate of eligibility is the most recent  
format for a VA Certificate of Eligibility. This format called an ACE  
certificate has been in place since early 2006.   98% of all certificates of 
eligibility are now being issued on white paper, printed from the lender’s 
printer or the Winston-Salem Eligibility Center’s printer.  In most cases, 
for any certificate of eligibility issued after April 2006, you should no 
longer see a certificate issued on green or gold safety paper.  A lender 
can tell the authenticity of an ACE certificate by inputting the reference 
number in the WebLGY program to see if it matches the certificate of 
eligibility in WebLGY.  
 

Military Records.  GSA Standard Form 180, Request Pertaining to 
Military Records, is used to apply for copies of military service records 
regardless of whether the veteran served on regular active duty or in the 
Selected Reserves/National Guard.  This form in NOT processed by VA.  
Standard Form 180 is completed and mailed to the appropriate  
custodian of military service records.  Instructions are provided on the 
reverse of the form to assist in 
determining the correct mailing 
address.  Additional information 
is available at National  
Personnel Records Center 
(Military Personnel Records 
(NPRC):   
 
http://www.archives.gov/
veterans/evetrecs/index.html 
 
Veterans are typically advised to go back to their reservist or national 
guard duty station in the area of the state where they served.  If that cen-
ter has since been closed, the following Personnel Reserve Center tele-
phone numbers may be of assistance.  
 
 

Processing Time - Eligibility Center.  All applications are 
processed in order by receipt date regardless of mode of submission.   
 
 Turnaround time (including mailing time) for complete applications 

not requiring development normally runs about 10 days. 
 Telephone contact personnel at the Center only have access to    

records of processed applications.  So, it is best to wait at least 10 
days after mailing before calling for the status of an application. 

 A relatively small percentage of applications require development 
       which can extend the processing period.  This development might  
       involve return to the requester for additional information or it might 
       involve development internal to VA.  When this happens, it could be 
       6—8 weeks for VA to develop that case. 

          Eligibility 

Automated 
Certificate of 

Eligibility 

How Can a 
Veteran Receive a 

Copy of Their 
Military 

Discharge? 
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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 contact:  

Updating a COE.  There is no need to update a COE that has 
never been used (regardless of the type or when it was issued) unless it 
is a conditional certificate issued to active duty service member who was 
subsequently discharged.  While VA realizes that entitlement changes 
have occurred over the years, the maximum loan amount changes are 
afforded the veteran provided he has a full $36,000 of entitlement  
available. 
 
Basic entitlement is $36,000 minus any entitlement previously used 
(unless previously used entitlement has been excluded and entitlement 
restored).     
 
The Veterans Benefits Act of 2003 has now extended Reservist and  
National Guard eligibility indefinitely.  A higher funding fee rate applies if 
entitlement is derived from service in Selected Reserves/National Guard. 
 

Previously Used Benefit.  A blank certificate is not always an 
indication that the veteran has full entitlement.  There are several ways 
to determine previous usage: credit report or VA Form 26-1880, item 8 
may give the lender an indication that the veteran had a previous VA 
loan. 

    Eligibility 

How Can A 
Veteran Receive A 

Copy Of Their 
Military 

Discharge? 

Branch Type of Form Telephone 
Army/Air Na-
tional Guard 

NGB 22, Report of Separation 
& Record of Service 

1-800-318-5298 
or 
1-866-272-6272 

Army Reserve DARP FM 249-2E or ARPC 
FM 606, Chronological State-
ment of Retirement Points 

1-800-318-5298 
or 
1-866-272-6272 

Navy Reserve NRPC 1070-124, Annual Re-
tirement Point Record 

1-800-318-5298 
or 
1-866-272-6272 
 

Air Force Re-
serve 

AF 526, Point Summary Sheet 1-800-318-5298 
or 
1-866-272-6272 
 

USMC Reserve NAVMC 798 1-800-318-5298 
or 
1-866-272-6272 
 

Coast Guard 
Reserve 

CG 4175 1-800-318-5298 
or 
1-866-272-6272 

What If The 
Certificate Of 

Eligibility Is Old? 
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Eligibility For Unmarried Surviving Spouse.  An  
unmarried surviving spouse of a veteran who died on active duty or as 
the result of a service-connected disability is eligible for home loan  
benefits.  
 
 VA Form 26-1817, Request for Determination of Loan Guaranty   

Eligibility-Unmarried Surviving Spouses, must be completed and 
submitted to the Eligibility Center. 

 A loan obtained with a surviving spouse Certificate of Eligibility     
requires an affidavit at closing that the surviving spouse is not mar-
ried. 

 

Restoration Of Previously Used Entitlement.              
Entitlement previously used in connection with a VA home loan may be 
restored under certain circumstances. Once restored it can be used 
again for another VA loan. Restoration of previously used entitlement is 
possible if: 
 

 The property which secured the VA guaranteed loan has been sold, 
and the loan has been paid in full, or 

 An eligible veteran buyer has agreed to assume the outstanding   
balance on a VA loan and substitute his or her entitlement for the 
same amount originally used on the loan. The assuming veteran 
must also meet occupancy, income and credit requirements of the 
law. 

 

Special Restoration.  In addition to the basic restoration criteria 
outlined above, a veteran may obtain restoration of the entitlement used 
on a previous VA loan under any of the following circumstances: 
 

 The previous VA loan has been paid in full and the veteran has 
made application for a loan to be secured by the same property 
which secured the previous VA loan, or 

 

Note: This includes situations in which the previous loan will be paid 
off at closing with a VA refinancing loan on the same property. 
 

 The previous VA loan has been paid in full, but the veteran has not 
      disposed of the property securing the loan. The veteran may obtain  
      restoration of the entitlement used on the previous loan in order to  
      purchase a different property one time only.  Once such restoration 
      is issued, the veteran’s COE will indicate the one-time restoration. 
      It will also advise that any future restoration will require disposal of 
      all property obtained with a VA loan.  
 

How to Apply for Restoration.  The veteran must complete 
and send VA Form 26-1880, Request for a Certificate of Eligibility, to the 
appropriate Eligibility Center. If the veteran has evidence of payment in 
full of any previous loans (HUD-1, settlement statement, etc.), a copy 
should be included.  

    Eligibility 

Can A Surviving 
Spouse Obtain A 
VA Home Loan?  

How Does a 
Veteran Restore 

Entitlement? 

What If a Veteran 
Paid Off the VA 
Loan, But Still 

Owns the Home? 

How Does a 
Veteran Obtain a 
Restoration Of 
Entitlement? 
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Foreclosure of a Previous VA Guaranteed Home 
Loan.  When a veteran’s previous VA guaranteed loan has been   
terminated by foreclosure, deed in lieu of foreclosure or compromise 
sale (short sale), VA may have sustained a loss because of a claim  
payment to the lender.  Even if the veteran was released from liability on 
the loan and/or the debt was waived, the Government may still have  
suffered a loss on the loan.  The law does not permit full restoration of 
the veteran’s eligibility until the Government’s loss has been repaid in 
full.  Although, a veteran may have remaining entitlement to use toward 
another purchase provided they have re-established credit and meet all 
other underwriting guidelines. 

 
Previous VA Loan Was Assumed.  Entitlement is not auto-
matically restored with an approved Assumption/Release of Liability.  A 
veteran’s entitlement can only be restored if the assumer is also an  
eligible veteran who will occupy the property as a personal residence 
and is willing to substitute his or her available entitlement for that of the 
original veteran.  Otherwise, the original veteran cannot have entitlement 
restored until the assumer has paid the loan in full.  

 

  Eligibility 

VA Entitlement 
Codes 

Entitlement 
Code 

Use the separation, effec-
tive, or discharge date to 
determine the code as 
follows: 

01 World War II 

02 Korean War 

03 Post-Korean 

04 Vietnam War 

05 Entitlement Restored 

06 Un-remarried Surviving 
Spouse 

07 Spouse of POW/MIA 

08 Post World War II 

09 Post-Vietnam 

10 Gulf War 

11 Selected Reserves 
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Once a veteran provides a VA Certificate of Eligibility, VA home loans, 
like most conventional and FHA home loans, require a variety of loan 
documents that are required in order to close a VA loan.  The following 
documents should be completed upon the initial interview with a veteran 
home buyer: 
 
1. An original Certificate of Eligibility with sufficient entitlement 
2. A signed, purchase contract (with Escape Clause) 
3. Fannie Mae Standard Form 1003, Uniform Residential Loan        

Application 
4. VA Form 26-1802a, HUD/VA Addendum to Uniform Residential 

Loan Application 
5. Good Faith Estimate (as required by RESPA) 
6. Equal Credit Opportunity Act certification 
7. General verification authorization form (usually company specific) 
8. VA Form 26-8497, Request for Verification of Employment 
9. VA Form 26-8497a, Request for Verification of Deposit 
10. Interest Rate and Discount Disclosure Statement 
11. Debt Questionnaire Memo (VA Form 26-0551) 
12. VA Funding Fee Exemption Memo (discussed in Chapter 5) 
13. VA Form 26-8937, Verification of VA Benefit - Related Indebtedness 
(see item #14) 
14. Counseling Checklist for Military Home Buyers (only if veteran is 
serving active duty) 
 
VA also allows lenders to use a variety of alternative verification     
documents.  These documents 
should be brought during the usual 
loan application process.  They  
include: 
 
Income paycheck stubs 
W-2’s 
Tax forms 
Bank statements 
Investment statements 
 
Copies of most of the VA specific 
forms are provided in Appendix A 
of this Training Guide. 
 
Once you’ve received the Certificate of Eligibility and the veteran signs 
the above mentioned forms, you are ready to order a VA appraisal.  
Chapter 4 covers ordering an appraisal. 

Initial VA Documents 
When Meeting With a 
Veteran for the First 

Time 

Getting Started 
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Along with the previously mentioned forms and documents, there will  
be other VA forms that will complete the loan package.  Those include: 
 
 Notice of Value 
 VA Form 26-6393, Loan Analysis 
 HUD-1 Settlement Statement 
 VA Form 26-0286, Loan Summary Sheet 
 VA Form 26-1820, Certification of Loan Disbursement 
 Automated Underwriting System Feedback Certificates and      

Documentation Certificates 
 Power of Attorney document (if someone signed on behalf of       

veteran) 
 Alive and Not Missing In Action Certification (if Power of Attorney is 

used) 
 Divorce documents, if applicable 
 Energy Efficient Mortgage documentation 
 Escrow documentation for seasonal repairs 
 Graduated Payment Mortgage or Buydown documentation 

Documents That  
Lender Will Eventually 

Need To Complete Loan 
Package 

Getting Started 
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The general rule regarding VA Minimum Property Requirements (MPRs) is 
that the property must be Safe, Sound (structurally), and Sanitary.   
 
The complete VA MPRs can be found in Chapter 12 of the VA Lender’s 
Handbook.   The following list is a condensed list of the most commonly 
asked about MPRs: 
 
 Each living unit must have the space necessary to assure suitable 

living, sleeping, cooking/dining accommodations, and sanitary       
facilities. 

 There must be a mechanical heating system 
 Potable water supply and a safe method for sewage disposal.  If 

public water and sewer 
are available, the prop-
erty must be connected 

 The crawl space must 
have adequate access, 
be clear of all debris, and 
be properly vented.   

 The floor joists must be 
sufficiently above the 
highest level of the 
ground to provide access 
for maintenance and   
repair of ductwork and plumbing. 

 If any portion of a property is designed or used for nonresidential 
purposes, that property is eligible only if the nonresidential use does 
not impair the residential character of the property, or exceed 25% of 
the total floor area. 

 Conditions which impair the safety, sanitation, or structural        
soundness of the dwelling will cause the property to be                 
unacceptable until the defects or conditions have been remedied 
and the probability of further damage eliminated. 

 No part of any residential structure may be located within a high 
pressure gas or liquid petroleum pipeline easement.  No part of any 
residential structure may 
be located within a high 
voltage electric transmis-
sion line      easement. 

 Private roads must have 
a recorded legal access 
and must have a      
maintenance agreement.  

 

 

 

What Are VA’s 
Minimum Property 

Requirements? 

VA Appraisals  
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There are several reasons why VA mandates that you use a VA appraiser 
when veterans want to use their VA home loan benefit: 

 VA appraisers are not subject to undue pressure from the lender to     
provide a more favorable valuation 

 VA appraisers are required to evaluate a home to ensure that the home 
meets V A minimum property requirements (no “fixer-uppers”) 

  VA appraisers have a specific mandate to protect the sanctity of the VA 
home loan program as it relates to both origination appraisals and      
liquidation appraisals 

 Use of designated VA appraisers in a rotation minimizes or eliminates 
the fear of property flipping schemes 

 VA appraisers are selected by VA and meet specific VA and state      
appraisal licensing requirements 

 A fee panel of appraisers for VA home loans is required under Title 38 
U.S.C.  

Lenders cannot use a non-VA appraiser when they request an appraisal for 
a VA home loan.  The appraisal assignment must be obtained directly 
through VA in the Veterans Information Portal, in the system called         
WebLGY.  The    following screen shots are provided as a step by step  
process on how to  order a VA appraisal: 

 

 

Why Must a Lender Use 
a VA Appraiser? 

How Does a Lender 
Order a VA Appraisal? 

Click on  
WebLGY 

VA Appraisals  
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 How Does a Lender 
Order a VA Appraisal? 

If working with 
a lender who  
issues their 
own Notices 
of Value click 
on  ‘LAPP’  

Click on 
‘Request  
Appraisal’ 

If working with 
a lender who 
has VA issue 
the Notice of 
Value click on  
‘IND’  

VA Appraisals  
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Once the lender has completed all data fields and clicked on ‘Submit’, the 
lender will be issued the name, address, e-mail address, telephone number 
and fax number for the VA appraiser that they must use for that case.   
Lenders must not shop for appraisers by re-inputting the data in order to  
obtain the name of someone different.  VA has internal reports that identify 
such requests and VA aggressively monitors those lenders who choose to 
shop for a new appraiser by going back into VA’s system.   

WebLGY will also issue the lender a VA loan number.  The lender must use 
that VA loan number on all documentation.  It is also very important to note 
that in order to guaranty the VA loan, WebLGY recognizes the VA loan  
number that was issued for a particular property.  This audit mechanism 
keeps lenders from coding incorrect VA loan numbers. 

VA has specific allowable appraisal costs that are designated by each Re-
gional Loan Center.  You can find allowable appraisal costs at the end of 
your Training Binder in the section that contains local Information Letters. 
 
Please keep in mind that regardless of what you have been charged by the 
appraiser, the allowable appraisal fees can not be exceeded.  Should you 
have problems with a certain appraiser charging more than the allowable 
cost, please notify the Regional Loan Center of jurisdiction over that state. 
 
VA has made significant changes and mandated certain expectations from 
its appraisers.  VA realizes the importance of a good working relationship 
between its appraisers and its lenders.  We also realize that many of the 
negative aspects of the program revolve around the appraisal process.   
 
VA Circular 26-03-11, New Procedures For Improving Communication With 
Fee Appraisers And Streamlining Reconsiderations Of Value mandates that 
appraisers must accept additional evidence of comparable sales if it can 

How Does a Lender 
Order a VA Appraisal? 

Complete all 
mandatory 
data fields 
and click 
‘Submit’ at 
the bottom of 
the screen. 

How Much Can A 
Lender Charge For A 

VA Appraisal? 

31 

VA Circular 26-03-11 

VA Appraisals  



benefit the veteran borrower in documenting a higher value than was       
otherwise provided by the VA appraiser.  This is an extremely important 
document as it relates to our appraisers,  and a significant amount of time 
has been spent acclimating our appraisers to these requirements.  If for any   
reason that you believe an appraiser is not being cooperative, you must 
contact the Construction and Valuation section of Loan Guaranty to address 
these problems with VA staff.  

Common Appraisal/Appraiser Problems That Must Be Addressed: 
 
 Untimely appraisal – it should not take any longer than a conventional 
       appraisal 
 Failure of an appraiser to notify the lender that 

they are unable to complete an appraisal 
 Overcharges for completing the appraisal 
 Failure of the appraiser to consider other sources 

of information if the value is less than purchase 
price 

 Incomplete appraisal report 
 Failure to address repair issues that are obvious 

to the buyer, seller, or  Realtor  
 Multiple unnecessary compliance inspections 
 Overvaluation to accommodate purchase price  

One of the most common problems found with IRRRL loans, is lenders  
making up VA loan numbers or using the original VA loan number when 
they close an Interest Rate Reduction Refinance Loan.  It is important to 
note that any time a new VA loan is created, a new VA loan number must be 
obtained.  As previously discussed in this chapter, we showed you how to 
obtain a VA appraisal and VA loan number.  For an IRRRL, lenders only 
need a new VA loan number.   

VA does not require an appraisal, credit report or verifications of deposit or 
income for an IRRRL.  Since the appraisal may be an item required by the 

lender or investor, any appraisal will suffice.  Lenders should not request 
a VA appraisal when requesting it for IRRRL purposes.   

To obtain a new IRRRL VA loan number, lenders should again open up the 
WebLGY program located in the Veterans Information Portal.  The screen 
shots on the next page are provided as guidance on how to obtain an 
IRRRL loan number. 

 

 
 
 

VA Circular 26-03-11 

How To Request a VA 
Interest Rate Reduction 

Refinance Loan 
(IRRRL) Loan Number 
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Open up      
WebLGY      
located in the 
VIP Portal. 

Click on the 
link called 
‘Order IRRRL’ 

Complete data 
fields as  
instructed 

How To Request a VA 
Interest Rate 

Reduction Refinance 
Loan (IRRRL) Loan 

Number 
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Lender Appraisal Processing Program (LAPP) 
 
The Lender Appraisal Processing Program (LAPP) allows lenders with auto-
matic underwriting authority the ability to review appraisals and issue the 
final Notice of Value (NOV).  There are certain criteria that must be met in 
order to obtain LAPP approval.   
 
Effective August 24, 2009, VA Circular 26-09-13 centralized the LAPP proc-
essing program.  All requests for LAPP authority or to add new Staff Ap-
praisal Reviewers (SARs) must be sent to: 
 

Department of Veterans Affairs  
Administrative and Loan Accounting Center (105/241A)  

Attn: Agent Cashier  
1615 Woodward Street  

Austin, Texas 78772-0001  
 

Processing Fees 
 
Lenders requesting LAPP authority are required to pay a one time process-
ing fee of $100 for each staff appraisal reviewer (SAR).  If a SAR changes 
employers, the processing fee must be paid by the new employer.  Addi-
tional SAR’s must be approved by VA and also require a $100 fee. 

Centralization of the 
LAPP Program 

How To Request a VA 
Interest Rate 

Reduction Refinance 
Loan (IRRRL) Loan 

Number (cont.) 

Complete 
data fields 
and click on 
‘Submit’ 

WebLGY will 
issue a new 
VA IRRRL 
loan number 
provided 
there is an 
open, active 
VA loan 
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Approval of Staff Appraisal Reviewer requires the fees mentioned above 
along with the LAPP Application.  That application can be found in VA  
Pamphlet 26-7, Chapter 15, Attachment #1 (at the end of the  chapter). 
 
Lender Quality Control System 
 
To participate in LAPP, the lender must have an effective quality control  
system to ensure the adequacy and quality of the staff appraisal reviews. 
 
Upon request, the lender must furnish VA with findings and information 
about the quality review system.  SAR’s need not be appraisers, but should 
be familiar with appraisal theory.  As part of the quality control system, the 
lender’s senior officer must certify that their system includes the following 
elements: 
 
 Desk reviews of a representative sampling of each SAR’s appraisal re-

views.  The sampling size should be no less than 5 percent of the 
monthly volume of cases processed under LAPP and should be done on 
a regular basis. 

 
 Written notice to senior management on at least a quarterly basis of   

deficiencies noted in the quality reviews.  Senior management should 
promptly initiate and document corrective actions taken. 

 
 Random field reviews of VA fee appraisers should be performed by 

SAR’s or an independent appraiser.  Any substantive negative findings 
should be reported to the VA Regional Office where the appraiser is a 
member of the fee panel. 

 
 Assurance that all VA releases, information letters, etc. are made     

available to all quality control personnel and SAR’s 
 
 The lender’s quality control system for LAPP must be independent of the 

loan production operation. 
 
Training and Case Review by VA or Experienced SAR 
 
Once VA has approved a staff appraisal reviewer’s (SAR) basic LAPP  
qualification requirements, they must fulfill the SAR training and initial case 
review requirements.  
 
All LAPP training is completed by VA Central Office.  In past years, VA     
allowed senior Staff Appraisal Reviewers the ability to train other SAR’s.  
That process has been eliminated and as such, all LAPP/SAR training     
requires individuals to attend any of the LAPP training sessions scheduled 
throughout the year at any of the Regional Loan Centers.  You can find a list 
of upcoming LAPP training at: 
 

http://www.benefits.va.gov/homeloans/sar.asp 
 

LAPP Quality Control 
System Requirements 

LAPP Training 
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Note:  Once VA determines that a SAR has satisfied LAPP training, this  
authority extends to case reviews for all states that the lender does business 
in.  It is important that SAR’s be aware of the need to stay informed about 
local VA processing requirements.  
 
Ceasing Employment or SAR Work 
 
Lenders must promptly notify VA Regional Offices when a SAR ceases  
employment or work as a SAR.  If the staff appraisal reviewer was the only 
LAPP reviewer, then that lender’s LAPP authority is canceled until such time 
that a new SAR can be certified. 
 
When a SAR changes employers, the new employer must submit the  
processing fee and application to VA.  The SAR will only need to be  
re-trained if they have not processed LAPP cases in the past 12 months. 
 
Staff Appraisal Reviewer’s Role in LAPP 
 
Sound judgment should be exercised in the 
review of appraisal reports.  Accurate value 
estimates have a huge impact on the viability 
of the VA Loan Guaranty program. 
 
General requirements of the SAR include, but 
are not limited to: 
 
 Verify the appraisal report form (URAR) is completed in full and factual 

data is correct  
 
 Determine that the appraisers methodology is appropriate 
 
 Sale comparison approach should be used in all cases. VA relies on it 

exclusively. 
 
 Multi-family case (2, 3, and 4 family) the income approach, as well as 

the sales comparison approach will be used 
 
 Appraisers do not have to report the cost approach unless it is            

applicable to the appraisal (in very unusual events involving unique 
property, no comparable sales, etc. most times it is only used to support 
the sales comparison approach since the real estate market does not 
base its decisions on replacement/reproduction cost) 

 
 Use reasonably available information to determine if the appraisers   

conclusions are similar to recent cases 
 
 Verify compliance with current VA appraisal instructions, directives and   

guidelines  
 
 

LAPP Quality Control 
System Requirements 

Staff Appraisal 
Reviewer (SAR) 
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Specific Appraisal Review Guidelines 
 
 Timeliness - appraisal should be completed within the normal time 

frames that a conventional appraisal is completed 
 Location Familiarity - a recognition of geographic trends and demo-

graphics 
 Photographs - mandatory for subject and comparable properties.  Black 

and white photos are not acceptable 
 Selection of comparable properties - use of a quality mix of comparable 

properties, the age and proximity of comparable subjects should be  
considered 

 Range of comparable sales pricing - wide variance in comparable     
subjects is not acceptable 

 Adjustments to comparable properties - sales comparison approach 
used in conjunction with quality competitive comparable sales minimizes 
the need for adjustments 

 Contract Sales/Unsettled Sales/Listings - Appraisers will analyze to    
determine if market condition has changed.  Appraiser certifies: 

 
1.  The statement “I have considered relevant competitive listings and/or 
contract offerings in the performance of this appraisal, and any trend        
indicated by that data is supported by the listing/offering information         
included in this report.” 
                      
2.  Market trending information - the extent to changes in the amount of time 
to market properties and the ratio of the average listing price to sales 
 price. (e.g. in the last three months the listing period of subjects market 
area decreased from 180 days to 90 days or increased from 90 days to 180 
days) 
 
3.  Time adjustments - if time adjustments are made, they must be 
noted on an addendum to the URAR. 
 
4.  Sales/Financing Incentives - the fee appraiser must consider and  
report the effects of such incentives on the sale price of the comparable 
properties. 
 
5.  Adjustment considerations - the amount of any adjustment should 
 generally be  based on the real estate market’s reaction to such incentives 
and not actual cost. 
 
6.  Accommodating the sales price - is always unacceptable.   
(Pressure on the appraiser to reach sales price when value is made by       
inflating numbers, unjustified adjustments, no market support, etc.   
 
7.  We expect the SARs and appraisers to discuss in a professional manner 
appraisal issues, especially when there is a controversial  issue              
(e.g.  appraiser made very large adjustments without an explanation, 

SAR Appraisal Review 
Requirements 

VA Appraisals  



unsupported time adjustments, lack of clarity or explanation of appraiser’s 
reasoning, photos of the wrong property, poor exhibits). 
 
 Issuing the LAPP Notice of Value (NOV) Letter 
 
An appraisal review must be completed (previously discussed).  The ap-
praisal review is the primary role of the SAR.  Once that appraisal review 
has been completed, the SAR is required to issue a Notice of Value (NOV).  
That Notice of Value specifies certain conditions of the appraisal that must 
be met in order to close the VA loan.  It’s other purpose is to issue the final 
valuation amount for loan purposes. 
 
The SAR has 5 days from the date of receipt to provide the veteran-
borrower with a copy of the reviewed report.  Any delay without documented 
extenuating circumstances will not be acceptable. 
 
Notice Format for NOV 
 
The notice of value must be issued in WEBLGY.  Call VA if unable to issue 
because of procedural problem.  Lender/Sponsor ID numbers may be 
changed anytime before issuing a NOV.  It is not necessary to call VA to 
change ID numbers, unless the NOV is issued.   
 
Determining Reasonable Value 
 
The “reasonable value” of a property for VA loan guaranty purposes is the 
SAR’s value recommendation, based on his review and concurrence with 
the fee appraiser’s objective, adequately supported estimate of market 
value. 
No reasonable value shall be issued unless all appraisal review guidelines 
have been followed and consideration given to the following requirements: 
 
1)   Lead/Water distribution system acceptability 
2)   Energy Efficient Improvements allowable for eligible loan purposes 
3)   A “Not Inspected /10-Year Insured Protection Plan” acknowledgment is     
needed 
4)   Wood Destroying Insect Information must be noted and a qualified      
inspection must be done 
5)   Energy Conservation Improvements should be noted 
6)   PUD Requirements met (VA does not review PUD docs, this is a lender         
responsibility) 
7)   Water System acceptability 
8)  Flood Insurance requirements met 
9)    Airport Acknowledgment 
10)  Repairs certified as completed through compliance inspection 
11)  Condominium requirements are met, The Portal has listings of          
approved VA Condominium projects under the link called CPB, if you do not 
see the project in CPB, do not order the appraisal.  Contact VA.  

The Notice of Value 
(NOV) 

VA Appraisals  
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Penalty For Value Change Abuse 
 
Lender authority to change values up to 5% must not be used indiscrimi-
nately or without valid justification.  VA quality control procedures are re-
sponsible for the review of all value changes.  If VA finds any value was 
changed without ample justification, lenders may be asked to sign indemnifi-
cation agreements for the amounts believed to have cause additional loss to 
VA. 
 

Maximum Loan Amount 
 
The loan for purposes of VA guaranty shall not exceed the “reasonable 
value” determined by the SAR or the revised reasonable value after  
processing an appeal, plus the funding fee (if it is to be included in the loan). 
 
 

Validity Period of Notice of Value (NOV) 
 

The appraisal shall be valid for the lesser of 6 months or the validity period 
specified in a local release by the VA Regional Office of jurisdiction.   
 
 

Copy of Appraisal Report and Notice of Value 
 
 The SAR must send a copy of the NOV and a copy of the reviewed    

appraisal report to the veteran within 5 business days of the lender’s 
earliest receipt.  Veterans should not be receiving their first copy of 
the NOV on the day of closing. 

 
 All Lenders should be issuing their NOVs in WEBLGY, and not sending  

Construction and Valuation (C&V) a copy of the NOV or appraisal report 
unless requested by C&V.   

 
 
 

Sample of a Notice of 
Value (NOV) 
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VA Funding Fee   
 

The veteran must pay a funding fee to help defray costs of the VA home 
loan program.  It is the responsibility of the lender to: 
  
 Verify the status of any veteran who may be exempt from paying the 

funding;  
 Determine the amount of funding fee owed by any non-exempt        

borrower; 
 Collect the appropriate fee from all non-exempt borrowers at loan   

closing;   
       Note:  The funding fee may be paid from loan proceeds or         
       borrower’s liquid assets) 
 Remit the funds to VA in a timely manner (within 15 days after closing); 
 Obtain proof of payment of the funding fee; and 
 Submit proof that the funding fee is paid or that the veteran is exempt 

with the closed loan package.   
 

Who is Exempt from Paying the Funding Fee?   

Veterans in receipt of at least 10% VA disability compensation, or veterans 
who would be entitled to VA disability compensation once they separate 
are exempt from the VA funding fee.  It is important to note that lenders 
can assume that the disability compensation will last for an indefinite time 
period and do not need a separate disability award letter verifying three 
years continuance.  Disability awards from the Department of the Army, 
Navy, Air Force,   Marines or Coast Guard, or any other forms of disability 
compensation (Social Security, workman’s compensation, etc.) do  not 
make the veteran exempt from the funding fee. 

Funding Fee Exemption Questionairre 

Lenders must inquire with veterans at the initial application stage regarding 

their exemption status.  Failure of the lender to do so could result in 
the veteran’s loan amount being overstated, thereby causing the      
veteran to pay higher principal and interest payments.  This questionnaire, 
on corporate letterhead, should ask the following 4 questions: 

1. Is the veteran receiving VA disability benefits ? 
2. Would the veteran be entitled to receive VA disability benefits but for 

the receipt of retired pay? 
3. Has the veteran received VA disability benefits in the past? 
4. Are you a surviving spouse of veteran who died in active duty or as a       
       result of a service-connected disability.  
5.   Has the veteran filed a claim for VA disability prior to discharge from                   

active duty. 

Important:  If the veteran answered ‘No’ to all of the above questions, 
lenders should not submit VA Form 26-8937. 

VA Funding Fee 
Basics 

VA Funding Fees 

Which Veterans Are 
Exempt From a VA 

Funding Fee? 

Funding Fee 
Exemption 

Questionairre 



How To Verify Exempt Status.  One of the following may be 
used to verify exempt status: 
 
 A VA Certificate of Eligibility with entitlement code ‘6’ verifying that the 

borrower is an eligible surviving spouse, or 
 A VA Certificate of Eligibility that as of September 11, 2011, states the 

veteran is exempt from the funding fee, or  
 As of December 5, 2011, the IRRRL loan number request printout will 

show VA funding fee exemption information, or 
 In rare instances, the COE or the IRRRL loan number request printout 

will refer you to send in a properly completed and signed VA Form     
26-8937, Verification of VA Benefit-Related Indebtedness.  This form 
should be submitted to the VA Regional Loan Center of jurisidiction 
over the property address.  A list of VA RLC fax numbers is provided in 
Appendix C of this training guide. 

 

In most cases, lenders no longer need to submit VA Form 26-8937 to the 
RLC.  By obtaining a certificate of eligibility through WebLGY, that certifi-
cate should provide the funding fee exemption information directly on the 
COE.  A sample COE is provided: 

How To Verify  
Exempt Status 

VA Funding Fees 

Example of a 
Certificate of Eligibility 

With Funding Fee 
Exemption Information 

Example of an IRRRL 
loan number request 

printout 
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Box 1:  While some veterans may have certain repayments that are owed 
the military or VA for adjustments to their VA disability compensation, 
these adjustments in the form of a VA benefit related indebtedness are not 
considered Federal Debts for underwriting purposes. 
 
Box 2:  If this box is checked, the veteran is exempt from a VA fund-
ing fee.  It should show a dollar amount ($) if this box is checked. 
 
Box 3:  If this box is checked, the veteran is exempt from a VA funding 
fee.  Under a new initiative by VA, Operation Enduring Freedom and 
Operation Iraqi Freedom veterans’ claims are being reviewed prior 
to veteran’s separating from the military. 
 
Box 4:  If this box is checked, the veteran is not exempt from the funding 
fee and the loan must be submitted to VA for prior approval underwriting.  
Non-service connected pension is a form of compensation for veterans 
who sustained a non-service related disability and meet certain maximum 
income levels. 
 
Box 5:  If this box is checked, the veteran is exempt from the funding fee 
and the loan must be submitted to VA for prior approval underwriting.  Vet-
erans rated “incompetent” by VA do not have the legal capacity to sign for 
a VA loan.  VA will need to review the case with the veteran’s fiduciary. 
 
Box 6:  Inadequate information has been received. Please review your 
records to ensure proper name, social security number, etc. and resubmit 
with additional documentation 

VA Funding Fees 

VA Form 26-8937, 
Verfication of Benefits 

Important Features of 
VA Form 26-8937, 

Verfication of Benefits 
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2 
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Funding Fee Schedule 
 
Once the lender has obtained evidence back from the VA Regional Loan 
Center, funding fees can be added to the 100% financing and amortized 
over the life of the loan.  It should be noted that funding fees can only be 
added to the 100% financing if the total loan is within the conforming loan 
limits.  The following is the funding fee schedule for VA home loans: 
PLEASE NOTE:  If funding fee is submitted late (more than 15 days 
from date of closing), a late fee of 4% will be assessed.  If you have 
any questions on whether the funding fee is short, late, etc., please 
call the Regional Loan Center. 

 

Starting in 2002, all lenders are required to submit VA funding fees  
electronically through a website created by Department of Treasury.  That  
system is called the VA Funding Fee Payment System (FFPS).  It is      
located at: 

https://va.pay.gov/ 
 

VA Funding Fees 

How Much Funding 
Fee Should Be 

Assessed? 

 
 

Loan Type 

 
Active Duty 

Funding Fee 
% 

 
Nat. Guard/

Reservist FF % 

First Time Use -
Purchase or 
Cashout (Zero 
Down)  

2.15% 2.40% 

Subsequent Use 
(Zero Down) 3.30% 3.30% 

 
5% Down  

1.50% 1.75% 

 
10% Down  1.25% 1.50% 

 
IRRRL 

  .50%   .50% 

 
NADLP 

1.25% 1.25% 

 
Assumption   .50%   .50% 
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Lenders need to initially sign up to use the VA funding fee payment system 
at the website previously mentioned.  Lenders are required to provide their 
name, VA lender identification number, corporate bank account number, 
bank routing number and a company administrator.  This information can 
be registered at the link below: 
 

 
 
 
 
 
 
 
 
 
 
Once a lender registers, it will provide a username and temporary  
password that the lender can use to create a more personal password.  
Once the lender makes changes to their password they can log into the VA 
funding fee payment system: 
 
 
 
 
 

VA Funding Fee 
Payment System 

VA Funding Fees 

Lenders need 
to register 
lender infor-
mation here 

Logging Into FFPS 

Enter all data 
fields as required 
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Submitting VA  
Funding Fees 

VA Funding Fees 

Click on the link 
called ‘Create 
Payment Re-
quest’ 

Log into FFPS 
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Submitting VA  
Funding Fees 

VA Funding Fees 

Complete re-
quired data fields 
and click 
‘Confirm’ 

Once the payment 
has been con-
firmed, the lender 
should see a 
screen similar to 
the one to the right 
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Refunding Overpayments.  It is the responsibility of the lender 
who submitted the VA funding fee to request funding fee refunds on behalf 
of veterans when appropriate.  Typical reasons for a funding fee refund 
are: 
 
 An exempt veteran paid a funding fee 
 A miscalculation in the loan amount or closing date caused an       

overpayment of the funding fee 
 The lender erroneously assessed the wrong funding fee based on   

subsequent use or type of service 
 A veteran obtains evidence after closing that they will obtain a          

retroactive VA disability award (if retro-active award date is prior to 
closing date, veteran is due a refund). 

How does a Lender request a refund of a funding fee paid in FFPS?  
 
All requests for refunds must be submitted through FFPS to the VA office 
where the loan was or will be submitted for guaranty.  Provide all pertinent 
facts, including the reason for the request and how the lender calculated 
the amount to be refunded.  
 
If the veteran was overcharged, the following applies: 
 
 A veteran who paid cash for the funding fee receives a cash refund for 

the amount of the overpayment. 
 
 In the case of a veteran who paid the funding fee out of loan proceeds, 

the lender must apply the overpayment against the loan balance.  Sub-
mit evidence to VA that the refund was applied against the principal 
balance of the loan.  

How To Process A Funding Fee Refund 
 
Lenders don’t actually select an option that says Refund Request. There is 
no such menu pick. Instead, when a lender brings up a specific case  
number and then clicks on the link called ‘Correction’ the system will do the 
calculations and determine if a refund is due.  
 
If it is due, you’ll see the Refund Due amount and there will be a space 
provided for you to give the reason for refund. 
 
Once a correction is made that results in a refund being due, the status will 
show as Pending Initial Approval and can be found under the search  
Refund screen. If a refund is due, VA personnel at the field offices will take 
action to approve.   
 
If you need a refund due to an error, you simply need to put a Yes after 
Funding Fee Exempt which will result in a full refund. For questions,  
contact Pay.gov Customer Service at (800) 624-1373. 

VA Funding Fees 

How To Obtain 
Funding Fee Refunds 
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VA Funding Fees 

How To Obtain 
Funding Fee Refunds 

To request a refund of a funding fee, open the payment request.  
Move to the Veteran Data section of the payment request and select the 
correct options; for example, if the veteran was determined to be exempt 
from the funding fee, check the ‘Veteran Exempt’ box. Verify that the  
purchase price, down payment, and base loan amount 

VA funding fee refunds are typically refunded within 3—5 business days 
directly to the lender’s corporate bank account.  It is not uncommon for 
lenders to submit for multiple refunds during the same time period where 
the refund is returned to the lender as one lump sum payment combining 
multiple refund request amounts.  Lenders should be cognizant of the fact 
that this may happen when reviewing their corporate accounting  
transactions. 

How Is The Refund   
Returned To The 

Lender? 

Vendorization To 
Obtain ACH Refunds 

Lenders must vendorize their corporate bank account information directly 
with VA’s Austin Automation Center.  While lenders have already  
registered that information in FFPS, the information was for U.S.Treasury 
purposes only.   
 
Lenders can fax Standard Form SF 3881, ACH Vendor Enrollment Form 
to Austin at:  (512) 460-5221.   
 
The top half of a sample form is attached on the next page to show the 
required documentation that the lender should type under “Agency  
Information”. 
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SF 3881, ACH Vendor Enrollment Form 
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VA loans involve a veteran’s benefit.  Therefore, lenders are encouraged 
to make VA loans to all qualified veterans who apply.  VA’s underwriting 
standards are intended to provide guidelines for lenders’ underwriters as 
well as VA’s underwriters.  Underwriting decisions must be based on 
sound application of the underwriting standards, and underwriters are  
expected to use good judgment and flexibility in applying the guidelines. 
 
By law, VA may only guaranty a loan when it is possible to determine that 
the veteran: 
 
 is a satisfactory credit risk, and 
 has present and anticipated income that bears a proper relation to the 

contemplated terms of repayment.   
 
Lenders are responsible for: 
 
 developing all credit information 
 properly obtaining all required verifications and the credit report 
 ensuring the accuracy of all information on which the loan decision is 

based 
 complying with the law and regulations governing VA’s underwriting 

standards, and with VA’s underwriting policies, procedures, and 
guidelines, and 

 certifying as to compliance with all of the above.   

VA’s underwriting standards are incorporated into VA regulations at 38 
CFR 26.4337 and are explained in detail in VA Lenders Handbook,   
Chapter 4.   

Income Summary, Standard Documentation. 
 
Income claimed by an applicant that is not or cannot be verified should 
not be given consideration. 
 
 A minimum of two years’ employment must be verified (including past 

employers if needed). 
 
 Verification of employment forms should be originals (no faxes or  

photocopies) and should be dated within 120 days of the note, 180 
days for new construction. 

 
 An original or certified true copy of the applicant’s pay stub must be 

provided. 
 
The employment verification should be compared with the pay stub and 
any other income information in the file for consistency.  Discrepancies 
must be resolved.  

 

Underwriter 
Responsibilities 

Underwriting 

Income Verification—
Standard 

Documentation 
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Alternative Documentation. 
 
 Generally, applicants should be with the employer for 12 months or 

have related experience to use alternative documentation. 
 
 Telephone verifications should be obtained and be similar in content 

to the employment verification form.  Phone verifications should show 
the person contacted, their position, phone number and date         
contacted. 

 
 Furnish the original pay stub(s) covering the most recent month      

together with W-2 forms for the previous 2 years. 
 
 If documents are questionable in authenticity or consistency, or if the 

employer is unwilling to provide a verbal verification, then a standard 
verification of employment form is required. 

 
 Alternative documentation can be used in conjunction with verification 

of employment forms to meet the two year coverage. 
 
 “Full” verifications of employment through “The Work Number for  

Everyone”, a service of the TALX Corporation.  (No pay stub is 
needed with the TALX verification). 

 
 Verifications through VIE, Inc.  VIE verifications must be supple-

mented by a pay stub or telephone verification of the applicant’s     
current employment.  For telephone verification, document the date of 
verification and the name, title and telephone number of the person 
with whom employment was verified.  

Active Duty, Reservists 
and National Guard         
Applicants. 
 
 A certified copy or original Leave 

and Earnings Statement (LES) is 
required to verify military employ-
ment.  The LES must be no more 
than 120 days old (180 days for 
new construction).  The LES 
takes the place of the VOE and 
pay stub.   

 
Note:  The Department of Defense provides service members access to a 
computer generated LES through the Employee Member Self Service   
(E/MSS) system which is acceptable.  

Income Verification—
Alternative 

Documentation 

Underwriting 

Income Verification—
Active Duty  Personnel 
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 Veterans who have less than one year remaining time in service (ETS 
date) must certify that they are going to re-enlist, along with their   
commander certifying that they are eligible to re-enlist.  If the applicant 
does not plan to continue with the military, s/he must provide a firm 
job commitment or contract from the new employer, in a position that 
is similar to the veteran’s technical background in the military,        
verifying the job position, rate of pay, starting date, hours scheduled 
per week and probability of continued employment.  Document       
sufficient retirement income if this will be the income source. 

 
 The continuation of Military Allowances must be determined to count 

as income.  If the duration of allowances (pro-pay, flight pay,          
hazardous duty pay, etc.) cannot be determined then the allowances 
will only be used to offset intermediate debts of 24 months or less.  It 
is the lender’s responsibility to separate allowances into taxable and 
tax-free categories.  Clue:  allowances containing the word “pay” are 
taxable such as base pay and sea pay, while BAH and BAS are not. 

 
Lenders must determine if a veteran is a member of a Reserve or Guard 
unit.  If so, the lender must ascertain if the veteran has been notified of a 
mobilization of his or her unit.  If the veteran is in a unit with actual orders 
for mobilization, the loan must be underwritten on the basis of the        
veteran’s income on active duty.  

 

Self-Employment Income. 
 
 Income from self-employment may 

be used when the applicant has 
been self-employed for at least two 
years.  If the applicant has related 
experience and/or extensive special-
ized training, consideration may be 
given after one year. 

 
 Copies of the past two years’ busi-

ness and/or individual tax returns must be provided. 
 
 The current year-to-date profit and loss statement and balance sheet 

are required.  These exhibits can be prepared by the business or the 
veteran, if adequate information is provided.  If discrepancies exist, 
the underwriter may still request financials be prepared by an           
accountant. 

 
 Depreciation may be “added-back” to the net profit or bottom-line  

figure.   

Income Verification—
Active Duty  Personnel 
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 On partnerships and corporations, furnish a list of the primary owners 
and their percentage in the business.  This can usually be found on 
the K-1 Forms for partnerships and sub-chapter S corporations or on 
the 1120 Form, Schedule E, for standard corporations. 

 
 Taxable Income listed on the bottom of a corporate tax return (IRS 

Form 1120) may be divided by the veteran’s percentage of ownership 
and then used as additional income (subject to tax). 

 

Commission Income. 
 
 When all or a major portion of an applicant’s income is from commis-

sions, additional information is needed.  The employer must verify 
year-to-date commissions, the basis for computing commission, and 
how frequently commissions are paid to the applicant. 

 
 Generally commission income can be considered stable after the ap-

plicant has received it for two years.  Commissions can be considered 
after one year, if the applicant has prior related experience or exten-
sive specialized training.  Income should be averaged over a 12- to 24
-month period. 

 
 The previous two years’ income tax returns (additional periods if 

needed) must be provided with W-2’s and 1099-MISC forms.  These 
individuals returns must be complete with all schedules, signature and 
dates included. 

 
 Commission income received for less than one year can rarely be 

counted.  To conclude the stability of “short-term” commissions, the 
lender would be required to do an in-depth development and verify sta-
bility.  

Rental Income. 
 
Multi-Family Housing.  If the veteran is purchasing 
multi-family housing, the applicant’s previous land-
lord experience and evidence of cash reserves 
equaling 6 months PITI would have to be docu-
mented.  Both of these conditions must be met to 
include rental funds in income.  If rental income is not 
required for qualification purposes, you do not need 
to address past landlord experience or reserves. 
 
 The amount of rental income used on existing units would be based 

on 75% of the verified previous rent, unless a higher percentage can 
be documented.  

Income Verification—
Commission Income 
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 If the units are proposed property, then VA would require a letter from 
the appraiser stating the “fair rental value” and a vacancy/operating 
cost reduction of that rental figure (a 25% reduction would be           
acceptable).  

Rental of Existing Property.  Rental of an existing single-family 
property may be used to “off-set” the mortgage payment if there is a     
positive cash-flow, and there is no indication the property will be difficult to 
rent.  A copy of the lease must be furnished.  The mortgage debt should 
still be listed on the loan analysis, but shown as a “rental offset”.  If the 
existing single family has a negative cash flow, this must be considered 
as a debt. 
 

Other Rental Property.  If the applicant has other rental property, 

the same conditions apply as in multi-family housing with the exception of 
cash reserve requirement.  In this case reserves equaling three months’ 
PITI are needed instead of six months.  The strength of the local rental 
market should be evaluated to determine the property will not be difficult 
to rent.  Depreciation and interest may be added back if tax returns are 
used to determine effective income.  Without previous rental experience, 
it is unlikely rental income can be used. 

 

Stability and Use of Income. 
 
 The applicant must generally be employed 12 months or longer to 

count the income.  Related training or experience may be substituted 
to satisfy this 12 month requirement.  Employment used with less than 
12 months on the current job should be addressed by the underwriter 
in the “Remarks” section of the loan analysis form. 

 
 Generally, income from overtime, part-time work, second jobs or    

bonuses is not considered reliable unless the applicant has received 
this income for 2 years.  However, income from these sources can be 
used after 1 year of documented receipt to off-set debts with less than 
24 months remaining. 

 
 Temporary income such as VA educational allowances and            

unemployment compensation do not represent stable and reliable  
income and as a general rule, are not considered as income.  The  
exception would be seasonal income or unemployment compensation 
that has a documented history of receipt and is likely to continue.  The 
underwriter must carefully document and address the use of this    
income in the remarks section on loan analysis form.  

 

Rental Property 
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Stability of Income 

54 



 Generally automobile allowances are paid to cover specific expenses 
related to applicant’s employment and may be used to offset a       
corresponding car payment. 

 

 Generally foster care income cannot be used as qualifying income, 
but is to be used only to balance the expenses of caring for the foster 
child(ren) against any increased VA residual income requirements. 

 
 Income from Worker’s Compensation, Public Assistance, Social     

Security, Alimony and Child Support may be considered if they have 
been verified as consistently paid and are likely to continue.  Public 
assistance programs and social security must continue for a minimum 
of 3 years from the date of closing to be counted.  

Assets 
 
The applicant(s) must have sufficient cash to cover: 
 

 closing costs or points which are their responsibility and are not      
financed in the loan; 

 the down payment, if any; and 
 the difference between the sales price and loan amount, if the sales 

price exceeds the reasonable value established by VA or the Lender 
(LAPP). 

 

VA does not require the applicant to have additional cash to cover a    
certain number of mortgage payments (reserves) unless income from 
rental property is needed to qualify.   
 
Liquid assets must be verified to the extent that are needed to close the 
loan.  A verification of deposit form or two months bank statements 
(originals or lender certified “true” copies) are acceptable forms of      
documentation.  Verifications must be no more than 120 days old (180 
days for new construction).  

What Assets Are Considered Liquid? 

 Cash saved in a savings or checking account 

 Certificates of Deposit (must account for    
penalty and taxes if withdrawn early) 

 IRA’s or 401(k) balances (provided veteran 
can withdraw within 30 days –must account for 
penalty and taxes if necessary) 

 Investment accounts 

 Savings bonds 

Assets 
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What Assets Are Not Considered Liquid? 

 Life insurance face values 

 Futures contracts or restricted investment accounts 

 Employee share ownership programs 

 Vested pension plans 

 401(k) programs that do not allow with-
drawals 

Debts & Obligations  
 
Debts and obligations of the applicant must be 
rated and a credit report must be obtained.  
When a pay stub or leave-and-earnings statement indicates an allotment, 
the lender must investigate the nature of the allotment and determine if it 
is related to a debt. 
 
Include written explanation for any obligation that is not rated.  All credit 
reports and verifications must be no more than 120 days old (180 days for 
new construction). 
 
Deduct significant debts and obligations from total effective income when 
determining ability to meet mortgage payments.  Significant debts and 
obligations include: 
 
 debts and obligations with a remaining term of 10 months or more 

 
 accounts with a term of less than 10 months that require payments so 

large as to cause a severe impact on the family’s resources for any 

period of time. You cannot remove a car payment with 5 months    
remaining to payoff. 

Revolving Accounts With a Zero Balance 
 
VA does not require a minimum payment to be calculated for revolving 
accounts with a zero balance.  However, all revolving accounts reflecting 
a balance must be considered in monthly debt.  (The 10 month rule does 
not apply to revolving charges.) 
 
Child Care Expenses 
 

Expenses for care of children 12 years old or younger must be included in 
the debt section of the loan analysis form.  A letter from the veteran    
stating the cost, name and address of the provider or explanation of why 
no expense is incurred is acceptable documentation.  

Debts and Obligations 
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Co-Signed Loans 
 
If there is evidence that loan payments are being made by someone else 
for a co-signed loan and there is no reason to believe that the applicant 
will have to repay the loan, the lender may exclude the payment.   

Credit History   
 
General Rule 
 
 A borrower with no derogatory credit within the last twelve months can 
generally be considered to have acceptable credit.  You cannot close on 
a VA loan with the following debts outstanding (unless a payment 
plan has been arranged and paid at least 12 months on time): 
 

 Outstanding judgments  
 Unresolved Federal debts 

 
Even if a lender obtains an AUS “Accept” the lender cannot close with an 
open judgment or federal debt unless the judgment is paid off at or prior 
to closing.   
 
VA will accept a three-file Merged Credit Report or a Residential        
Mortgage Credit Report.  The reports should be no more than 120 days 
old (180 days for new construction).  VA requires the lender to submit all 
credit reports obtained during processing. 
 
No Credit 
 
Lack of references is not a reason for disapproval.  If possible, obtain   
references from non-traditional sources of credit or evidence of payment 
for utility services. 
 
Rental or Mortgage Payment History 
 
VA requires the last 12 months of rental or mortgage history be verified 
and rated.  Past housing payment history is often the best indicator of 
how motivated the applicant is to make timely mortgage payments in the 
future.  

Collection Accounts 
 
Payment of collection accounts at or near the time of the loan application 
does not affect the credit worthiness of the borrower.  A borrower with  
unacceptable credit history does not become acceptable simply by paying 
collection accounts.  Conversely, a borrower with an overall favorable  
history may be considered acceptable with an isolated unpaid collection 
account.  

Credit 
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Judgments and Debts Owed to the Federal Government 
 

A loan cannot be approved with an unpaid judgment or debt to the      
Federal Government unless the veteran is on an acceptable repayment 
plan. 
 

Consumer Credit Counseling 
 
 If entered before delinquency, it is a positive or neutral factor 
 If entered after delinquency, 12 months of acceptable history and the 

approval from the credit counselor is needed 
 

Bankruptcy 
  
Chapter 13 - need a satisfactory history for 
12 months on payment plan and approval 
from the court. 
 

Chapter 7 or 11- If the bankruptcy was due 
to circumstances beyond the borrower’s 
control (i.e. job loss or medical reasons), 12 
months from the date of discharge with no derogatory credit and       
documentation of circumstances is required.  If the bankruptcy was for 
any other situation, VA requires two years from the date of discharge with 
re-established credit.  Divorce is not considered to be beyond a           
borrower’s  control.  

Foreclosures - Apply the guidelines provided for Chapter 7         
bankruptcies. 
 
Note:  If a previous VA loan was involved ensure there is sufficient       
entitlement for the new loan and no unresolved debt to the Government. 

 

Divorce Situations - You may disregard obligations and delinquent 

payments made after assignment of responsibility to an ex-spouse by the 
courts. A final divorce decree signed by the judge is required. 

Automated Underwriting (Also see Lenders Handbook,      
Section 4.08) 
 

The following Automated Underwriting Systems have been approved by 
VA: 
 

 Freddie Mac’s Loan Prospector 
 Fannie Mae’s DU 
 CLUES (for use with loans originated by Bank of America) 
 Chase Manhattan Mortgage’s Zippy  
 

Lenders may use certain reduced documentation requirements on cases 
processed with approved AUS’s.  The level of reduced documentation 
depends on the risk classification assigned. 

Automated Underwriting 
Systems (AUS) 
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Data Integrity.  It is imperative that the data entered into the AUS be   
accurately verified.  The data utilized by the system must be supported by 

source documentation obtained by the lender.  Invalid or unverified data 
will result in invalidation of the risk classification.  Under certain   
circumstances it could also result in a finding of material              
misrepresentation, which could affect the validity of the guaranty.  
Care should be taken to assure the final terms are accurate, that assets 
are properly listed, whether the veteran is active duty military or not, and 
that the proper family size is indicated.  

Special Documentation. 
 
 Underwriter certification (in addition to the standard lender               

certification) specified in VA Lenders Handbook, Section 4.08; 
 Complete copy of the feedback sheet(s); and  
 Documentation required by the feedback sheet to support the loan.  

 
VA Form 26-6393 and Residual Income  
 
Remember to consider the following items when completing VA’s Loan 
Analysis Form: 
 
 Lenders should use $.14 per square foot of Gross Living Area 
 
 The underwriter must consider job related expenses such as child 

care expenses or extraordinary commuting costs. 
 
 Taxes should be based on IRS Circular E and appropriate state      

income tax charts. 
 
 CAIVRS clearance authorization must be obtained for all applicants.  

List the authorization numbers in item 47 or 48 on VA Form 26-6393 
(CAIVRS procedure is described in VA Lender’s Handbook, Section 
4.06.). 

 
 All members of the household, regardless of the nature of the         

relationship, should be counted when determining “family size”. 
 
 Underwriters should comment on marginal credit (lates within the past 

year) or income issues (stability or increase/decreases) in section 48 
of loan analysis form.  Unusual circumstances should be addressed in 
a written format. 

 The following is an example of VA Form 26-6393.  This is a          
mandatory document, even for AUS “Accept” cases. 

VA Form 26-6393, 
Loan Analysis 
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VA Form 26-6393 

 
To calculate Residual Income 
 
One of the unique factors for a VA loan is the calculation of residual     
income.  This guideline takes into account minimum amounts of excess 
income after deductions required for approval.  That excess income takes 
into account the ability of the veteran to pay for food, clothing,            
transportation, medical expenses, entertainment and other day-to-day  
living expenses.   
 
To calculate, take the total of lines 38 and 39 on VA Form 26-6393.    
Subtract all debts listed in Section D (line 31).   

Residual Income 
Guideline 

Underwriting 

60 



Subtract Monthly Shelter Expense (line 22).  This will give you what VA 
calls "Balance Available for Family Support”.  Compare this figure with the 
Residual Income Guideline based on the tables below. 
 

TABLE OF RESIDUAL INCOMES 
 

For loan amounts of $79,999 and below : 

For Loan amounts of $80,000 and above: 

 

Debt-To-Income Ratio 
 
VA considers the debt-to-income ratio a method to assist in the            
assessment of the potential risk of the loan.  It is a guide and, as an     
underwriting factor, is secondary to the residual income.  It should not 
automatically trigger approval or rejection of a loan.   

Debt To Income Ratio 

Underwriting 

Family 
Size 

Northeast Midwest South West 

1 $390 $382 $382 $425 

2 $654 $641 $641 $713 

3 $788 $772 $772 $859 

4 $888 $868 $868 $967 

5 $921 $902 $902 $1,004 

Over 5 Add $75 for each additional member up to a family of 7 

Family Size Northeast Midwest South West 

1 $450 $441 $441 $491 

2 $755 $738 $738 $823 

3 $909 $889 $889 $990 

4 $1,025 $1,003 $1,003 $1,117 

5 $1,062 $1,039 $1,039 $1,158 

Over 5 Add $80 for each additional member up to a family of 7 
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VA Debt to Income Ratio 
(Using VA  Form 26-6393, Loan Analysis)  

 
 
 
 
 
 
 
 
 

The ratio is determined by taking the sum of  PITI, homeowners’ and 
other assessments (items 15, 16, 17, 18 and 21) and obligations to be 
deducted from income (item 41) divided by the total of gross salary or 
earnings (item 32) and other compensation or net income (item 39). 
 
In the case of borrowers relying on tax-free income to qualify, “grossing 
up” is allowable as a compensating factor only.  The actual ratio should 
be listed on the loan analysis sheet in box 45 and the ratio based on the 
“grossed up” income annotated in the “remarks” section of the loan  
analysis form if the lender chooses.   
 
A ratio greater than 41% requires close scrutiny unless the residual      
income exceeds the guideline by at least 20%.  Include a statement     
justifying the reason for approval, signed by the underwriter’s supervisor, 
unless the residual income exceeds the guideline by 20% when the ratio 
is in excess of 41%.  
 

Compensating Factors 
 
Compensating factors are useful when reviewing loans that are marginal.  
They cannot be used to compensate for unsatisfactory credit.  These 
factors include, but are not limited to the following: 
 
 Excellent long-term credit history 
 Conservative use of consumer credit 
 Minimal consumer debt 
 Long-term employment 
 Significant liquid assets, down payment or the existence of equity in 

refinancing loans 
 Little or no increase in shelter expense 
 Military benefits 
 Satisfactory home ownership experience 
 High residual income 
 Low debt-to-income ratio 
 Tax credits for child-care 
 Tax benefits of home ownership  

Compensating Factors 
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Item 15 + 16 + 17 + 18 + 21 +41 

                                Item 32 + 39 
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Closing Costs  
 

 Post Closing  

Issues 

VA Home Loans 
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Fees And Charges.  The VA home loan program involves a     
veteran’s benefit. VA policy has evolved around the objective of helping 
the veteran to use his or her home loan benefit.  VA regulations limit the 
fees that the veteran can pay to obtain a loan.  Lenders must strictly 
adhere to the limitations on borrower-paid fees and charges when    
making VA loans.  The veteran can pay a maximum of  
 
 Reasonable and customary amounts for any or all of the “Itemized 

Fees and Charges” designated by VA, plus 
 A 1% flat charge by the lender (origination fee), plus 
 Reasonable discount points 
 
NOTE:  Special provisions apply to construction, alteration,                
improvement and repair loans  

Itemized Fees and Charges.   
 
Here’s What The Veteran Can Pay: 
 
The veteran may pay any or all of the following itemized fees and 
charges, in amounts that are reasonable and customary: 
 
 VA appraiser and VA compliance inspections (obtain the maximum 

allowable charges from the VA Construction & Valuation office with 
jurisdiction over the subject property) 

 Recording fees and recording taxes 
 Credit report (actual cost, not to exceed $50 on AUS approvals) 
 Prorated taxes and assessments and the initial deposit for the     

escrow account 
 Hazard insurance 
 Survey/plot plan 
 Title examination and title insurance and an environmental          

protection lien endorsement 
 Federal Express or Express Mail (permitted for refinance loans only) 
 VA funding fee 
 Discount points 
 MERS Fee 
 Interthinx DISSCO Fraud Report 
 Closing protection letter (maximum fees set by state) 
 
Lenders One Percent Flat Charge.  In addition to “itemized fees and 
charges”, the lender may charge the veteran an origination fee not to 
exceed 1 percent of the loan amount.  If the lender chooses to charge 
the 1 percent origination charge, the following list of closing costs     
cannot be charged to the veteran. 

Closing Costs 

Closing Costs / Post Closing Issues 

What Fees Can the 
Veteran Be Charged? 
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Here’s What The Veteran Cannot Pay (when 1% charged):  
 
The lender’s flat charge is intended to cover all of the lender’s costs and 
services which are not reimbursable as “itemized fees and charges.”  
The following list provides examples of items that must be covered out 
of the lenders flat fee: 
 
 Lender’s appraisals 
 Lender’s inspections (except in construction loan cases) 
 Loan closing or settlement fees 
 Document Preparation Fees 
 Underwriting Fees 
 Pest Inspection Fees (can pay on VA cash-out refinance) 
 Preparing title company papers or conveyance fees 
 Attorney’s services other than for title work   
 Photographs 
 Postage and other mail-

ing charges, stationary, 
telephone calls, e-mail 
fees and other over-
head. 

 Amortization schedules 
 Escrow fees or charges 
 Notary fees 
 Commitment fees 
 Trustee fees 
 Loan application or 

processing fee 
 Fees for preparation of the truth in lending statement 
 Fees to loan brokers, finders or other third parties 
 Tax service fee 
 Any other fees, charges, commission or expenses except those 

listed in Paragraph A above  

If a lender chooses to not charge the 1% origination fee, then     
unallowable fees can be charged but cannot exceed 1% of the   
purchase price.  However, there are certain fees that a veteran can 
never pay.  Those fees are: 

 Termite/Pest inspection fees (except on VA cash-outs) 

 Realtor administrative fees or commissions 

 Mortgage broker fees or commissions (yield spread is allowed) 

 Attorney fees (unless charged for the purposes of doing title work) 

 Prepayment penalties 

 HUD/FHA inspection fees for builders 

What Closing Costs 
Cannot Be Charged To 

the Veteran? 

Closing Costs / Post Closing Issues 

What Fees Can Never 
Be Charged To the 

Veteran? 

64 



Seller Concessions 

In all cases, sellers may pay closing costs on behalf of veterans to the 
extent that the above mentioned rules are applied.  Lenders must be 
cognizant of VA’s Seller Concession rules.  
Those rules are different than FHA’s Seller 
Concession rules, and limit seller assis-
tance to no more than 4 percent of the ap-
praised value, but only for the following 
items: 

 Payment of the buyer’s VA funding fee 

 Prepayment of the buyer’s property taxes and insurance escrow 

 Gifts typical of what builders offer to entice buyers to purchase 
(appliance packages, swimming pools,` televisions, etc.) 

 Provisions to deposit escrowed funds to provide permanent interest 
rate buydowns 

 Payoff of a buyer’s credit balances, judgments, collections,     
charge-offs, etc. 

Only the above mentioned items are considered in VA’s 4 percent rule.  

Seller assistance for standard closing costs such as title work,  
recording fees and taxes, appraisal, credit report, and discount 
points, etc, are not included in the 4 percent rule. 

Obtaining Guaranty  

Loans must be coded for guaranty or sent to the RLC of jurisdiction for 
guaranty within 60 days of closing.  If a loan is submitted more than 60 
days after loan closing, a statement signed by a corporate officer of the 
lender which identifies the loan, provides the specific reasons for late 
reporting and certifies that the loans is current must be included in  
documents submitted for guaranty.    

VA has created a system called WebLGY.  That system has already 
been discussed as it pertained to obtaining an Automated Certificate of 
Eligibility and Ordering VA Appraisals.  WebLGY’s major function is to 
act as a database for guaranteed VA home loans.  All lenders with auto-
matic authority are capable of coding their own guaranty cases, with no 
requirement to send paper documentation to the RLC.  The   following 
screens are provided as a step by step instruction on how to guaranty 
VA home loans. 

Seller Concessions 

Closing Costs / Post Closing Issues 
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How To Guaranty a VA 

Home Loan 

Closing Costs / Post Closing Issues 

Login to the 
Veterans Infor-
mation Portal 

Select 
‘WebLGY’ 

Click on the 
drop down 
menu under 
‘Loan’ and 
select ‘Enter 
New Loan’ 
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**  It is important to note the lenders cannot guaranty loans where     
underwriting was completed by the RLC under the ‘Prior Approval’      
process.  It is also important to note that lenders cannot guaranty loans 
for another company.  WebLGY recognizes the VA lender i.d. for the 
user that is coding the guaranty, and it will deny users without matching 
VA lender i.d.’s the ability to code another lender’s data. 

 

How To Guaranty a VA 
Home Loan 

Closing Costs / Post Closing Issues 

Enter the VA 
loan number 
that was pre-
viously issued 
by WebLGY 
when ordering 
a VA ap-
praisal or 
IRRRL loan 
number 

Complete 
data fields as 
prompted in 
WebLGY 
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How To Guaranty a VA 

Home Loan 

Closing Costs / Post Closing Issues 

Complete all 
remaining data 
fields and click 
on ‘Submit’ 

Lenders will 
notice a 
screen con-
taining some 
of the loan 
information 
that was 
coded 

Click on the 
link on the left 
hand tool bar 
called 
‘Certificates’ 
and the 
‘Guaranty’ 
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Once all guaranty data fields have been input, the lender can obtain a 
copy of their guaranty certificate directly online.  Lenders can print the 
certificate and place it in their origination file.  The following is an exam-
ple of what a VA Loan Guaranty Certificate looks like. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This new means of guaranteeing VA loans has a major impact on the 
way business is done with VA.  We view this as an opportunity for both 
lenders and VA to take a significant step on the road to a paperless   
environment.  VA benefits by the reduction in time expended in keying 
data into our systems.  Lenders benefit in many ways, including: 
 
 Quicker receipt of the LGC  
 No need to mail paper package to VA for guaranty (unless selected 

for review) 
 Loan Guaranty Certificates will no longer be printed on green safety 

paper 
 Ability to submit loans for guaranty at most hours of the day 
 No need to complete VA Form 26-0286, Loan Summary Sheet 
 Ability to deliver final documents to investors quicker; which enables 

investors to purchase pool loans faster and reduces costs of        
carrying the loan.  

 
VA encourages all lenders to use WebLGY for submission of VA loans 
to minimize the time to obtain guaranty.   

What Does a VA Loan 
Guaranty Certificate 

Look Like? 

Closing Costs / Post Closing Issues 
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There are certain cases that a lender cannot code a guaranty through    
WebLGY.  Those cases include: 

 Loans that were approved under the prior approval underwriting      
process 

 Back-to-back closings where prior entitlement had not been restored 
yet 

 Cases where there may be data or system problems with WebLGY 

 Lenders that do not have automatic underwriting authority 

In order to obtain guaranty on such cases, VA requests the lender to     
submit only the documents listed under the Modified Guaranty Submission 
Procedure below.  

 

Modified Guaranty Submission Procedure  
 
Lenders must submit to VA copies of only the items listed below when re-
questing guaranty for all loans except Interest Rate Reduction Refinancing 
Loans (IRRRL’s). There are no changes to IRRRL procedures for            
requesting guaranty. 
 
 VA Form 26-0286, Loan Summary Sheet  
 

NOTE:  It is imperative that this form be filled out completely and 
accurately.  VA uses the data from this form to generate Loan  
Guaranty Certificate (LGC) issued to lender.  If the data is incorrect, 
the LGC will be invalid.  Guaranty package will be returned to 
lender if the form is incomplete.   
 

 Certificate of Eligibility  
 
 Evidence of payment of funding fee  
 
 VA’s Notice of Value or Lender’s Notice of Value under LAPP 
 
 VA Form 26-1820, Report and Certification of Loan Disbursement 
 
 HUD-1 Settlement Statement 
 
 Name and mailing address of lender contact person to be used 

when requesting file for full review or post audit 
 
 E-mail address, if available, which may be used to request file in lieu of 

letter  
 

What If The Lender is 
Unable To Code The 

Guaranty? 

Closing Costs / Post Closing Issues 

What Documents Are 
Needed To Code The 

Guaranty? 
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Once the lender has coded the guaranty, WebLGY automatically selects 
certain cases for audit.  Lenders must cooperate in providing copies of 
the full origination package for audit.  The following screen is provided 
to show where lenders can identify whether a case was selected for  
audit. 

 

 

 

 

In order to satisfy VA’s audit requirements, lenders are required to sub-

mit a copy of the full VA origination loan package within 15 days of  
notification or guaranty.  Please note, the VA only requires the        
following documentation:: 

 

How Does a Lender 
Know A Case Has 
Been Selected For 

Audit? 

Closing Costs / Post Closing Issues 

Cases      
selected for 
audit will 
show in   
WebLGY as: 
  
Audit: Yes 

What Does a Lender 
Need To Do If The 

Case Has Been 
Selected For Audit? 

1 Lender’s cover or transmittal letter (if used) 
2 VA Form 26-0286, VA Loan Summary Sheet 
3 VA Form 26-8320 (or 26-8320a), Certificate of 

Eligibility 
4 VA Form 26-8998, Acknowledgment of Receipt 

of Funding Fee from Mortgagee, or the Funding 
Fee Payment System Funding Fee Receipt, or 
evidence borrower is exempt. 

5 VA Form 26-6393, Loan Analysis 
6 For Loan Prospector cases:  Feedback Certifi-

cate and underwriter’s certification (acceptable 
variations on the documentation required in 
items 17, 18, and 19 that follow) 

7 VA Form 26-1820, Report and Certification of 
Loan Disbursement 

8 Lender’s quality certification per 38 CFR part 36 
and 38 U.S.C. Chapter 37 
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Closing Costs / Post Closing Issues 

9 VA Form 26-8937, Verification of VA Benefit-Related 
Indebtedness (if applicable) 

10 Good Faith Estimate 
11 HUD-1, settlement statement 
12 Evidence of compliance with LAPP/NOV requirements; 

such as, final compliance inspection, termite certifica-
tion, or warranty. 

13 If loan is submitted more than 60 days after loan clos-
ing, a statement signed by a corporate officer of the 
lender that identifies the loan and provides the specific 
reason(s) why the loan was not submitted on time and 
a certification that the loan is current. 

14 VA Form 26-0592, Counseling Checklist for Military 
Homebuyers, if applicant is on active duty. 

15 Uniform Residential Loan Application (URLA) with re-
vised VA Form 26-1802a, HUD/VA Addendum to Uni-
form Residential Loan Application. 
 
These forms may be signed and dated anytime from 

the date of initial application to the date of loan clos-
ing. 

These forms must be properly completed and legible, 
but do not have to be typed. 

16 All original credit reports obtained in connection with 
the loan and any related documentation 

17 VA Form 26-8497, Request for Verification of Employ-
ment, and other verifications of income such as pay 
stubs and tax returns. 

18 VA Form 26-8497a, Request for Verification of Deposit, 
and other related documents (Alternative documenta-
tion:  Original or certified true copies of last two bank 
statements). 

19 Purchase/earnest money contracts. 
20 VA Form 26-1805, VA Request for Determination of 

Reasonable Value (except in MCRV cases). 
21 LAPP Notice of Value (NOV) and any special require-

ments 
22 The original Freddie Mac Form 70/Fannie Mae Form 

1004, Uniform Residential Appraisal Report (URAR) 
including all addendum’s, photographs and any docu-
ment(s) revising or correcting the fee appraiser’s origi-
nal URAR 

What Does a Lender 
Need To Do If The 

Case Has Been 
Selected For Audit? 
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Types of Cases Selected For Audit: 

The following VA loan files are automatically selected for audit by     
WebLGY: 

 10% sample of cases guaranteed 

 Cases with a debt to income ratio above 45%, where the        
residual income is not at least 20% over the guideline 

 Cases where the residual income is 10% or more below the   
required guideline 

 Cases submitted for guaranty more than 60 days after closing 

 All cases guaranteed by lenders on non-supervised automatic 
probation 

While the WebLGY system helps VA 
and lenders automatically identify 
some cases for audit, there are some 
types of cases that may be selected by 
the Regional Loan Center due to the 
case having other issues.  Those     
include: 

 Early payment defaults that     
occur within the first 6 payments 
due on the mortgage note 

 Cases deemed “exception” cases that may arise due to veteran 
complaints or issues noted internally by VA 

 Lenders designated as being on “Special” audit due to        
origination problems or company  financial issues 

What Types Of Cases 
Are Selected For 

Audit? 

Closing Costs / Post Closing Issues 

23 Any other necessary documents: 
 
Divorce decrees 
Partnership agreements (if self employed) 
Bankruptcy documents 
Explanations for derogatory credit 
Energy Efficient Mortgage documentation 
Proof of escrow for future improvements or repairs 
Alive and Not Missing In Action Certifications 

What Does a Lender 
Need To Do If The 

Case Has Been 
Selected For Audit? 
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VA Loan Number 

The following is an example of what a VA loan number looks like: 

0 0 - 0 0 - 6 - 0 0 0 0 0 0 0  

 

 
 

VA Lender Identification Number 
 
VA issues every lender, lender branch and agent a VA identification 
number.  These i.d. numbers are 10 digits in length.  

 
The lender i.d. is designed to match up to an exact mailing address.  
That mailing address is coded into internal VA systems and used to 
send documents and information to the lender.  An example of items 
mailed to lenders where the lender i.d. is important: 
 
 Loan Guaranty Certificates 
 Requests for agent renewal fees 
 Information letters and VA circular updates  
 
The following is an example of what a VA lender identification number 
looks like: 

12-3456-0000 
 

 

The VA Loan Number 

Closing Costs / Post Closing Issues 

Office of 
jurisdiction 

Office of  
Origin 

Loan 
Type 

Actual VA loan number based 
on loan number succession as 
issued by WebLGY 

The VA Lender 
Identification Number 

State or 
Major City 
Code 

Type of Institution 
& Sequence 
 

Lender’s home 
office or 
branch code.  
Also the PIN 
number to 
register for 
TAS 
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As specified under the VA Loan Number section, the following jurisdictional 
codes will help you identify where a VA loan was originated: 
 

Office of Jurisdiction Codes 
 

 

State Number  State Number 

AK 63  NC 18 

AL 22  ND 35 

AR 50  NE 34 

AZ 45  NH 73 

CA 43  NJ 09 

CA 44  NV 45 

CA 77  NM 40 

CO 39  NY 06 

CT 73  NY 07 

DE 13  OH 25 

DC 72  OK 51 

FL 17  OR 48 

GA 16  PA 10 

HI 59  PA 11 

IA 33  PR 55 

ID 47  RI 73 

IL 28  SC 19 

IN 26  SD 35 

KS 52  TN 20 

KY 27  TX 49 

LA 21  TX 62 

MA 73  UT 41 

ME 73  VA 14 

MD 13  VT 73 

MI 29  WA 46 

MN 35  WI 30 

MO 31  WV 14 

MS 23  WY 39 

MT 39    

State Number  State Number 

AK 63  NC 18 

AL 22  ND 35 

AR 50  NE 34 

AZ 45  NH 73 

CA 43  NJ 09 

CA 44  NV 45 

CA 77  NM 40 

CO 39  NY 06 

CT 73  NY 07 

DE 13  OH 25 

DC 72  OK 51 

FL 17  OR 48 

GA 16  PA 10 

HI 59  PA 11 

IA 33  PR 55 

ID 47  RI 73 

IL 28  SC 19 

IN 26  SD 35 

KS 52  TN 20 

KY 27  TX 49 

LA 21  TX 62 

MA 73  UT 41 

ME 73  VA 14 

MD 13  VT 73 

MI 29  WA 46 

MN 35  WI 30 

MO 31  WV 14 

MS 23  WY 39 

MT 39    

VA Office Of 
Jurisdiction Codes 

Closing Costs / Post Closing Issues 
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 VA Updates 
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Active Duty Certification: 
 
For veterans who will use active duty income verified on a Leave 
and Earnings Statement (LES), lenders must certify that the      
veteran’s income will continue for at least the next 12 months.      
Verification can take these forms: 
 
 Proof of enlistment beyond a 12 month period 
 Proof of re-enlistment 
 A letter from a commanding officer stating that the veteran is  

re-enlisting, with a documented number of years stated in the   
letter 

 
The above certification must be provided if a veteran uses a     
Certificate of Eligibility that has the box checked stating:   
 
“Valid unless discharged or released subsequent to 
date of this certificate.  A certificate of continuous 
active duty as of date of note is required”.  

Reservist/National Guard members: 
 
As a result of active duty call ups in the military, numerous        
Reservists or National Guard members will achieve the required 
service time for a Certificate of Eligibility by serving 90 days active 
duty war time service.  These veterans will need to produce Form 
DD214 in order to qualify 
for home loan benefits 
after the 90 days has 
been served. 
 
VA Form 26-0592, 
Counseling Checklist 
For Military Homeown-
ers: 
 
Every veteran who ob-
tains a VA loan using active duty income, must acknowledge and 
sign VA Form 26-0592, Counseling Checklist For Military      
Homeowners.  This form is provided as a means to notify active 
duty veterans of their responsibilities for the VA home loan while 
serving active duty.  An example of this form is provided on the 
following page. 

Active Duty 
Certification 
(Mandatory) 

Special Circumstances / VA Updates 

Certifying a Reserve/
National Guard 

Member’s Active 
Duty Tour 

VA Form 26-0592, 
Counseling Checklist 

For Military 
Homeowners 
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Department of Veterans Affairs   
 

COUNSELING CHECKLIST FOR MILITARY HOMEBUYERS 
 
1. Failure on the part of a borrower on active duty to disclose that he/she expects to 
leave the area within 12 months due to transfer orders or completion of his/her enlist-
ment period may constitute "bad faith." If your loan is foreclosed under circumstances 
which include such bad faith, you may be required to repay VA for any loss suffered by 
the Government under the guaranty. (In ANY case in which VA suffers a loss under the 
guaranty, the loss must be repaid before your loan benefits can be restored to use in 
obtaining another VA loan.) 
 
2. Although real estate values have historically risen in most areas, there is no assur-
ance that the property for which you are seeking financing will increase in value or even 
retain its present value. 
 
3. It is possible that you may encounter difficulty in selling your house, recovering your 
investment or making any profit, particularly if there is an active new home market in the 
area. 
 
4. Receiving military orders for a permanent change of duty station or an unexpected 
early discharge due to a reduction in force will not relieve you of your obligation to make 
your mortgage payments on the first of each month. 
 
5. "Letting the house go back" is NOT an acceptable option. A decision to do so may be 
considered "bad faith". A foreclosure will result in a bad credit record, a possible debt 
you will owe the government and difficulty in getting more credit in the future. 
 
6. If unexpected circumstances lead to difficulty in making your payments, contact your 
mortgage company promptly. It will be easier to resolve any problems if you act quickly 
and be open and honest with the mortgage company. 
 
7. YOUR VA LOAN MAY NOT BE ASSUMED WITHOUT THE PRIOR APPROVAL OF 
VA OR YOUR LENDER. 
 
8. DO NOT BE MISLED! VA does not guarantee the CONDITION of the house which 
you are buying, whether it is new or previously occupied. VA guarantees only the LOAN. 
You may talk to many people when you are in the process of buying a house. Particularly 
with a previously occupied house, you may pick up the impression along the way that 
you need not be overly concerned about any needed repairs or hidden defects since VA 
will be sure to find them and require them to be repaired. This is NOT TRUE! In every 
case, ultimately, it is your responsibility to be an informed buyer and to assure yourself 
that what you are buying is satisfactory to you in all respects. Remember, VA guarantees 
only the loan –NOT the condition. 
 
9. If you have any doubts about the condition of the house which you are buying, it is in 
your best interest to seek expert advice before you legally commit yourself in a purchase 
agreement. Particularly with a previously occupied house, most sellers and their real 
estate agents are willing to permit you, at your expense, to arrange for an inspection by a 
qualified residential inspection service. Also, most sellers and agents are willing to nego-
tiate with you concerning what repairs are to be included in the purchase agreement. 
Steps of this kind can prevent many later problems, disagreements, and major disap-
pointments. 
 
10. Proper maintenance is the best way to protect your home and improve the chance 
that its value will increase. 
 
11. If you are buying a previously owned house, you should look into making energy 
efficient improvements. You can add up to $6,000 to your VA loan to have energy effi-
cient improvements installed. Consult your lender or the local VA  office. 

Special Circumstances / VA Updates 

VA Form 26-0592, 
Counseling Checklist 

For Military 
Homeowners 
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Power of Attorney: 
 
In order for a veteran to use a Power of Attorney or attorney-in-
fact, the lender must ensure that 
the POA complies with state law 
with respect to the following: 
 
 the mortgage can be legally 

enforced in that jurisdiction, 
and 

 clear title can be conveyed in 
the event of foreclosure 

 
General Power of Attorney:  its purpose is to express, in writing, 
an individual’s desire to have certain business transactions     
completed by an assigned individual.  It is typically used to give an 
individual the ability to transact certain categories of transactions 
such as the ability to perform banking functions, trade stock, sign 
documents, etc. 
 
Specific Power of Attorney:  its purpose is to express, in writing, 
an individuals desire to have specific transactions completed by an 
assigned individual.  It specifies the exact transactions to be    
completed such as the ability to purchase property located at…, 
the ability to withdraw sums of money to pay for…, the ability to 
trade stocks in xx type of brokerage account, etc. 
 

For purposes of a VA home loan the following would apply when 
using a Power of Attorney: 
 

A “general” power of attorney can be used only when the       
veteran has signed the Purchase Agreement and Uniform       
Residential Loan Application 
 

A “specific” power of attorney must be used for any transaction 
involving a VA home loan where the veteran has not signed a   
Purchase Agreement and URLA.  It must specify which property 
they are allowing the POA to sign for, what type of loan they intend 
to apply for, term of the loan, property address and intent to       
occupy.  

Alive and Not Missing In Action Certification: 
 
In addition to the Power of Attorney document, lenders are re-
quired to certify on the date of closing that the veteran is alive, and 
if on active military duty, not missing in action.   

Power Of Attorney 

Special Circumstances / VA Updates 

Alive And Well 
Certification 
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Lenders must also provide the following certification: 
 
“The undersigned lender certifies that written evidence in the 
form of correspondence from the veteran or, if on active    
military duty, statement of his or her commanding officer 
(including statement of person authorized to act for said     
officer), affirmatively indicating that the veteran was alive 
and, if the veteran is on active duty, not missing in action 
status on (date), was examined by the undersigned and that 
the said date is subsequent to the date the note and security 
instruments were executed on the veteran’s behalf by the at-
torney-in-fact.”  

Proof of the veteran being alive and not missing in action can take 
3 forms: 
 
 An e-mail, fax or letter from the veteran dated the same date 

as the date of the note.  This document must be easily       
identifiable as coming from the veteran, or 

 An e-mail, fax, or letter from the veteran’s commanding officer 
dated the same date as the date on the note.  This letter will 
clearly express the commanding officer’s position and           
relationship to the veteran 

 In extreme cases, the lender can certify conversation with the 
commanding officer and document who they spoke to, when 
they spoke to that person, and how the individual was reached 
in verifying the alive and well status.  

Hybrid Adjustable Rate Mortgage Disclosure 
 
Effective October 1, 2003, VA re-introduced its adjustable rate 
mortgage program for veterans.  The initial phase allowed for    
Hybrid Adjustable Rate Mortgages (3/1, 
5/1 and 7/1).  The second phase of the 
adjustable rate mortgage program, ef-
fective December 10, 2004, added the 
1 year ARM product.  

 

Alive and Well 
Certification 

Special Circumstances / VA Updates 

VA Updates 
 

Adjustable Rate 
Mortgages 
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As part of this program, lenders are required to provide the veteran with 
certain disclosures.  The required disclosures can be on company      
letterhead, but must contain the following: 
 
 Interest rate index - the weekly average yield on U.S. Treasury se-

curities adjusted to a constant maturity of 1 year.  (This information 
is found in the Federal Reserve Bulletin and made available by the 
Federal Reserve Board in Statistical Release H.15.) 

 The margin that will be used for each adjustment period 
 The fact that the mortgage interest rate may change, and an      

explanation of how changes correspond to changes in the interest 
rate index; 

 Identification of the interest rate index, its source of publication and 
availability; 

 The frequency (i.e. annually ) with which interest rate levels and 
monthly payments will be adjusted, and the length of the interval 
(36 months) that will precede the initial adjustment; 

 A hypothetical monthly payment schedule that displays the      
maximum potential increases in monthly payments to the borrower 
over the first 5 years of the mortgage, subject to the provisions of 
the mortgage instrument.  

Traditional Adjustable Rate Mortgages: 
 
  Interest rate adjustments annually 
  Interest rate adjustments limited to 2 percent annually 
  Interest rate increases limited to 6 percentage points over the life 
    of  the loan 
  Loan must be underwritten at 1 percent above the initial contract rate  

 
Hybrid Adjustable Rate Mortgages 
(3 or more years initial fixed term): 
 
Maximum 1 percent adjustment in 

interest rate per year after initial 
fixed term 

 
Maximum 5 percent adjustment in 

interest rate over the life of the loan  

 

VA Adjustable Rate 
Mortgage Disclosure 

Requirements 

Special Circumstances / VA Updates 
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VA Training Initiatives: 
 

There are 3 ways to obtain training 
from VA: 
 
Through A Regional Loan Center 
 
VA Regional Loan Centers nationwide 
can provide lender training on demand. This can be done via: 
 
 a lender’s staff coming to the Regional Loan Center 
 VA staff visiting lender (as budget and time permits) 
 VA staff to present bi-annual training events in 5 areas within 

our jurisdiction.  These events are expected to take place 
Spring and Fall based on demand  

VA Central Office Lender Broadcast Training 
 
VA’s Central Office in Washington D.C. has provided lender     
training via broadcast for the past 5 years.  These broadcasts can 
be viewed: 
 
Live at any Regional office or Regional Loan Center nationwide 
Via Internet Streaming Video - at VA’s Loan Guaranty Website: 
 

http://www.benefits.va.gov/homeloans/train.asp 
 
Hometown USA 
 
VA has also provided a method to certify underwriter training that 
can be accessed at VA’s Loan Guaranty website: 
 
 http://vba.gdit.com/creditstandards/default.html 
  
The lender would access the Lenders and Servicers link, then click 
on the Training Link, then click on Hometown USA.  
 
Hometown USA is an eight hour online training course that is great 
for anyone wishing to learn more about the VA loan process as 
well as underwriting.  It allows you to bookmark where you left off 
so you can come back to it, if needed.  The training will also satisfy 
VA’s eight hour underwriter training requirement for newly          
approved VA underwriters.  

VA Training  

Special Circumstances / VA Updates 
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1.  Obtain a Certificate of Eligibility (COE) from VA 
 
The determination of the veteran’s eligibility should be initiated as soon as 
possible, preferably prior to the time of loan application.  This is especially 
important if the nature of the veteran’s application will require special    
review or development, i.e. retrieval of military records, etc.  A COE can 
be obtained: 
 
 Through ACE:  http://vip.vba.va.gov (go to WebLGY link and 

then the Eligibility Link) 
 Through the Eligibility Center 
 Possibly via Regional Loan Center (call first) 
 Automated E-Mail Procedure For IRRRL’s When COE Is Not  

Available.  Lenders wishing to confirm the status of an existing VA 
guaranteed loan for the purpose of processing an IRRRL, can do so by 
using the Prior Loan Validation link located in WebLGY. 

 
 

2. Have Veteran Complete Standard Form 1003,       
Uniform Residential Loan Application  

 
Also have the veteran acknowledge and sign various regulatory paperwork 
(Good Faith Estimate, Interest Rate Disclosure, etc.) covered in the 
“Getting Started” chapter of this training guide. 
 

3.  Determine if VA Form 26-8937, Verification of  
Benefit Related Indebtedness, is needed 

 
Before submitting VA Form 26-8937 you must first determine if the veteran 
has been or will be receiving VA benefits.  There is no specific form for this 
purpose.  Most lenders create their own “Debt Questionnaire”  
 Form.  Ask the veteran and any veteran co-obligors (including spouse if a 
veteran) if he or she:  
       
 Is receiving VA disability benefits? 
 Would be entitled to receive VA disability benefits but waived that   

option due to receipt of retired pay? 
 Has received VA disability benefits in the past?, 
 Has the veteran been deemed to be disabled prior to separating from 

active duty, or 
 Is a surviving spouse of a veteran who died on active duty or as a  

result of a service-connected disability?  

If the veteran answers ‘yes’ to any of the above questions, send VA from 
26-8937 to the Regional Loan Center that has jurisdiction over the prop-
erty.  Lenders are asked not to send in VA Form 26-8937 if the veteran 
answers ‘no’ to all of the questions.   
 

Loan Processing Steps 

Steps to Follow To 
Originate A VA 

Home Loan 



4.  Develop a Credit Package  

Required documents to develop the credit, income and debts are covered 

in the “Underwriting” Chapter of this training guide. If the veteran has 
poor credit, there is no need to proceed with the rest of the credit 
and regulatory documentation.  The loan should be denied. 

 

 

5.  Order VA Case Number and Appraisal Assignment 

The appraisal should be ordered as soon as possible after the loan appli-
cation is initially reviewed, and a determination is made that the borrowe
(s) is credit worthy.  Lenders must use VA’s Internet based system, The 
Appraisal System (WEBLGY).  

VA Form 26-1805 is automatically e-mailed to the appraiser.  The         
appraisal does not get completed unless the appraiser receives a 
copy of the purchase contract.  

 

 

6.  Perform a CAIVRS Screening on Applicant(s) 
 
Please see VA Lenders Handbook, Chapter 4  “Required Search for  
Treatment of Debts Owed to the Federal Government.”  
 
 
 
 
 

7. Appraisal Completed and Notice of Value Issued by 
VA or Lender 

Cases ordered as ‘LAPP’ in WebLGY will be reviewed by the lender’s Staff 
Appraisal Reviewer.  Cases ordered as ‘IND’ in WebLGY will be reviewed 
by the Regional Loan Center.  Once the SAR or VA staff appraiser has 
reviewed the appraisal, a Notice of Value is issued.   

The Notice of Value is a mandatory document for all VA purchases and 
cash-out refinances.  The veteran must receive a copy of the NOV within 5 
days of the NOV being issued. 

 

 

Loan Processing Steps 
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8.  Have VA Loan Underwritten  

Lenders with automatic underwriting authority can review their own VA 
loans for approval using an Automated Underwriting System or have the 
case manually underwritten.  Lenders that do not have automatic authority 
will have to send the VA loan to VA for underwriting. 

All lenders whether or not they have automatic authority, must submit the 
following types of loans to VA for prior approval: 

 Joint loans (the co-borrower is not the veteran’s spouse) 
 Loans to veteran in receipt of VA nonservice-connected pension 
 Loans to veterans rated incompetent by VA 
  Interest Rate Reduction Refinancing Loans made to refinance VA  
 
 
 

9.  Lender Closes Loan and Transmits VA Funding 
Fee, if Applicable  

 
Payment of the funding fee must now be submitted through an Internet 
based website.  This website can be found at:  
 

http://www.pay.gov/va  
 

 
 

10.  Lender Codes Loan Information Into WebLGY or  
       Sends Closed Loan Package to VA to Receive   
        Loan Guaranty Certificate.  
 
 Completion of VA Form 26-0286 is critical if you want accurate Loan 
 Guaranty Certificates. 
 
Submission requirements for a Modified Guaranty Loan Package: 
 
 VA Form 26-0286 properly completed 
 Original Certificate of Eligibility 
 VA Form 26-8937 (if exempt from funding fee) 
 Original, signed VA Form 26-1820, Certification of Loan Disbursement 
 Original Notice of Value 
 Funding Fee Receipt  
 HUD-1 Settlement Statement 
 Name, address and e-mail address of person to request full quality re-

view package  

Loan Processing Steps 
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11.  Loan Guaranty Certificate is Issued 
 
The Loan Guaranty Certificate is issued to the exact address 
that is represented by the Lender I.D. annotated on VA Form 26-0286, or 
the address that matches the VA lender i.d. entered into WebLGY when 
the appraisal and VA loan number were requested. 

Loan Processing Steps 
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What is VA’s internet site address? 
 
Lenders can reach VA’s Lender and Servicer Home Page at:  
 

http://www.benefits.va.gov/homeloans/  
 
At this site you can download VA’s Lender Handbook, find out about recent changes, view upcoming 
satellite training and access other useful information. 
 
 

What is the VA's maximum loan amount? 
 
VA does not have a maximum loan amount but we understand lenders generally must have at least 
25% of the loan guaranteed (backed) by VA in order to sell the loan on the secondary market.   
Based on this factor the following limits apply: 
 

 Purchases or construction refinances - For 2011: 100% financing up to the Federal  
Housing Finance Agency’s conforming loan limit 

 Regular or Cash Out refinances – 100% financing up to the Federal Housing Finance 
Agency’s conforming loan limit 

 Interest Rate Reduction Refinance Loans-VA will guaranty 25% of the final loan amount 
as long as it is in compliance with VA regulations 

 
It is suggested that any deviations on loan amounts for purchases, construction refinances or 
regular/cash-out refinances listed above be discussed with your secondary mortgage market  
representative prior to closing to assure you have the proper coverage needed to satisfy your   
investtors requirements. Specifics on loan amounts and guaranty percentages can be found in 
Chapter 3 of VA’s Lender Handbook.  
 
 

Can a veteran and his fiancee purchase a home together using a VA 
backed loan? 
 
The veteran can purchase a home with any individual he/she chooses, but VA will only guaranty the 
portion of the loan attributed to the veteran and a spouse.  For example, if the veteran intends to 
purchase a home with a fiancee prior to their marriage and will share the same interest in the      
property, VA would only guaranty half of the loan.  Questions on the amount of guaranty available 
Should be directed to your office management.  If they cannot assist then contact your local  
Regional Loan Center.  Generally, loan amounts under $90,000 would have at least 25% guaranty 
available but there are always exceptions for both higher and lower loan amounts.  Specifics on  
guaranty percentages for joint loans can be found in Chapter 7 of VA’s Lender Handbook. 
 
 

What is the maximum guaranty on a joint loan for two veterans who have 
never used their Certificates of Eligibility? 
 
The same loan amounts and guaranty percentages listed above.  The use of two certificates does 
 not mean you can double the guaranty or loan amount. 

http://www.benefits.va.gov/homeloans/�
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Can a veteran refinance over 100% LTV on a cash out refinance? 
 

The loan amount can be up to 100% of the of the appraised value plus the VA funding fee added to  
that base.  For example, if the appraised value of a home is $115,000 to the base you could add 
 VA’s Funding Fee, (i.e. 2.15% for first time use veteran $2,473.00) for a total loan amount of  
$117,473.00.  Also a veteran can add up to $6,000 in energy efficient improvements to a cash-out  
refinance provided the guidelines for energy efficient improvements are followed.  
 

How do you process a loan for a veteran who has been rated incompe-
tent by VA? 
 

Obtain proof that the person signing the documents for the veteran is authorized. That proof will  
have to come from a probate court if the fiduciary for the veteran is a non-spouse individual.  VA’s  
Fiduciary unit will also have to approve the purchase as it relates to the veteran’s stability and  
means.   Process VA Form 26-8937, Verification of VA Benefit Related Indebtedness.  A complete  
package (including a NOV) must be sent to VA for review and acceptance prior to the closing. 
 

Does VA require 2.40% funding fee if the borrower is currently in the     
reserves or national guard but the veteran has a green certificate? 

The fact that a person is in the Reserves or National Guard presently does not mean they  
automatcally have to pay the higher funding fee.  Please check the certificate as they may have 
qualified for the benefit as a veteran with full time active duty service. Reserve/National Guard 
certificates are clearly annotated as such and list the fact that the veteran is subject to a higher  
funding fee right on the certificate.  Any unusual scenarios may be clarified with  the VA Regional  
Loan Center in your area or questionable certificates addressed with one of the Eligibility Centers.  
Information concerning VA Funding Fee may be found in VA’s Lender Handbook, Chapter 8.  
 

What documentation is acceptable to establish exemption from VA’s 
Funding Fee? 
 
 Effective September 11, 2011 Certificates of Eligibility will now express directly on the certificate 

whether a veteran is exempt from the funding fee and how much they are receiving.  That COE 
takes the place of VA Form 26-8937. 

 A certificate of eligibility which indicates that the borrower is eligible for VA’s benefit as a          
unmarried surviving spouse, this is clearly typed on the COE.  On these cases the entitlement 
code would be ‘6’. 

 VA Form 26-8937, Verification of VA Benefit Related Indebtedness 
 

How many properties can a veteran own through VA? 
 

A veteran can reuse the VA benefit multiple times as long as s/he has sufficient benefit to cover the 
new loan. The new home s/he is purchasing must be their primary residence.  If there is less than 
full benefit remaining for the purchase of the second property, it is suggested the lender consider if 
the veteran can obtain a restoration or if the remaining benefit will cover the proposed loan amount. 
 

Do we still need the off base housing authorization? 
 
VA no longer requires proof from a commanding officer if the veteran is eligible to use off-base  
housing.  This requirement was eliminated approximately 7 years ago. 
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Will VA accept a package for credit approval prior to an appraisal being 
ordered? 
 
No, to underwrite a loan for commitment VA needs a complete loan package.  A listing of required 
data can be found Chapter 5 of VA’s Lender Handbook. 
 

How do I find out information about lender approval, automatic authority, 
agents or such items? 
 
Chapter 1 of VA’s Lender Handbook contains all the information you need concerning requirements 
for lender approval, authority and agents.  You can access this on our Internet site which also has a  
checklist and specific points to consider when applying for automatic underwriting authority.  
 

Can you give a mortgage for an Interest Rate Reduction Refinance Loan
(IRRRL) when the veteran no longer occupies the property? 
 
Yes, previous occupancy of the subject property is sufficient.  The interest rate reduction refinance 
loan is the only VA loan where the veteran or his spouse does not have to occupy the property as  
his  primary residence.  Specifics on occupancy requirements can be found in Chapter 3 of VA’s  
Lender Handbook. 
 

Assets 
 

Should gift funds be verified in the donor's or applicant's account? 
 
Although there is no specific requirement in VA’s Lender Handbook, many lenders do document the  
donor ability to give and veteran’s receipt of funds.  This assures the veteran did not obtain other  
financing to cover the closing costs. 
 

Can the veteran's retirement fund be included as liquid assets? 
 
Retirement funds that are not available to the veteran can be included as a liquid asset provided the 
funds can be withdrawn within 30 days.  Voluntary contributory retirement plans may demonstrate a 
veteran’s ability to accumulate savings and should be considered a compensating factor.  If a veteran 
 is taking a loan against the retirement account for sufficient funds to close the loan, you would need  
to document the withdrawal.   
 

Income 
 

What is considered satisfactory to meet the requirement for experience as 
a landlord to use rental income? 
 
This answer will address a property in which a veteran is purchasing a multi-family home to occupy 
as a primary residence.  VA requires the lender document reserves and previous landlord experience  
when the veteran is purchasing a multi-unit home only when the rental income is needed to qualIfy  
the veteran for the home loan.  If the veteran can support the mortgage without any rental  
income, neither the landlord experience or reserves is required.   
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For landlord experience, the veteran must have owned a multi-family home, had previous experience 
managing rental units or other background involving property maintenance/trades and rental or col- 
lections experience.  In unusual situations the underwriter should evaluate all the circumstances and  
contact the regional loan center they deal with for guidance if needed.  Any landlord experience or  
equivalent must be properly documented in the file and unusual situations addressed in the remarks  
section of the loan analysis form, i.e. perhaps the veteran might initiate a contract with a property  
manager for a year in lieu of the landlord experience.  Acceptance of the years contract combined  
with the reserves may be noted in the remarks section and accepted by the underwriter on a case by  
case basis in lieu of the standard regulation. Other types of rental properties and specifics on rental  
income can be found in Chapter 4 of VA’s Lender Handbook.  
 

Does VA require 6 months PITI to use rental income? 
 
If the rental income is need to qualify the veteran for purchase of a multi-family primary residence, 6  
months PITI in reserves (after closing) must be documented.  If the rental income is not required 
to qualify the veteran, then the reserves are not required.  Other types of rental properties, such 
as other multi-family homes (not the subject property) which the veteran owns (subject to 3 months  
reserves) and specifics on reserve requirements for rental properties can be found in Chapter 4 of  
VA’s Lender Handbook.  
 

Can you use the income of the non veteran spouse to qualify for the loan, 
if the veteran is not employed? 
 
If the spouse is on the application, you can use the spouse’s income.  
 

Can we use income from a non-qualifying spouse (a spouse not listed on 
the application) for qualifying the veteran? 
 
If the spouse is not on the application you cannot use his/her income when completing the loan 
analysis form.  However, should the spouse choose to provide documentation concerning his/her 
employment , i.e. pay stub and W-2, the underwriter could consider removing the spouse from the 
residual requirement (reduce the number of family members by one).  The spouse cannot be forced  
to provide this data.  The underwriter must document the exception in the remarks section of the  
loan analysis form. 
 

Can we use income of a trailing spouse? 
 
VA uses the term “trailing spouse” to mean a spouse who remains behind when a veteran moves.  
This is typical of a lot of veterans who move from base camp to base camp, but can certainly apply to 
veterans no longer in the military who may have moved due to job transfers. This should be  
considered on a case by case basis and carefully documented if the income is used in any form.  
Income from a trailing spouse can generally not be considered as the spouse does not have  
employment in the new location and there is no guaranty of employment when s/he moves.   
The income could be used to possibly offset the expense of the spouse in his/her current location.   
In unusual circumstances if the lender can document a demand for the spouse’s profession in the 
new location, the underwriter may consider using the income or offsetting some obligations with the 
potential income. Use of this income in any form should be considered on a case by case basis and  
documented in the remarks section of the loan analysis sheet.   
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Can we consider the income of an applicant who has been on his current 
job less than one year, and the current job is not related to his previous 
job? 
 
Generally VA would like to see an applicant on a job for a year.  Consideration can be given if there  
has been a recent change when the applicant is in the same line of work or has specialized training in  
his/her field.  The underwriter should also consider the employer’s evaluation of the probability of  
continued employment, how much of that applicant’s income is needed and if there are any  
compensating factors.  Just because the veteran does not have a full year on his/her current job, even 
if it is not related, does not require an automatic denial.  Careful review and judgment, especially on 
the example noted above, is required by the underwriter.  These cases require careful scrutiny and 
reasons for the decision should be annotated in the remarks section of the loan analysis worksheet. 
Specifics concerning income stability can be found in Chapter 4 of VA’s Lender Handbook.  In all  
Cases employment must be verified for a two year period and any gaps of employment addressed by  
the applicant in a written format. 
 

Can commission income be used if the applicant has not been receiving it 
for two years? 
 
If the applicant has not been receiving commission income for a two year period, the underwriter must 
carefully review the applicants previous work experience and commission history.  If the applicant has 
been receiving commission from current employer for at least one full year and has a background in  
the field, it may be possible to use that income or offset some debt.  If the veteran has not been  
receiving commission for at least a year, it is highly unlike that this source of income may be used. 
The underwriter should address the use of any income with less than a two year history in the remarks  
section of the loan analysis and assure there is supportive documentation in the loan file.  Specifics on  
commission income, including the required paperwork, can be found in Chapter 4 of VA’s Lender 
Handbook. 
 

How long does a person have to be self employed before we can consider 
the income? 
 
VA prefers to see an applicant to be self employed for a two year period.  However, the underwriter 
may consider a candidate that has a full year of documented self-employment and past regular 
employment or education in the same line of work.  Specifics concerning self-employment income can 
be found in Chapter 4 of VA’s Lender Handbook. 
 

What can be added back to net income for a self-employed applicant, i.e., 
depreciation, interest, etc. 
 
Depreciation claimed on the tax returns and financial statements may be included in effective income. 
Should the underwriter choose to add back in additional items, they must be specified on the loan 
analysis form with documentation contained in the file.   
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For self employed persons, do you put any weight on YTD earnings based 
on the profit and loss statement?  Does the P&L have to be audited or  
prepared by an accountant? 
 
VA will average the earning based on a year to date profit and loss statement if they are consistent 
with previous earnings.  Generally VA does not require financial statements to be audited however in 
unusual circumstances the underwriter may feel it is necessary to obtain an audited financial state- 
ment to clarify income or resolve discrepancies.  See Chapter 4 of VA’s Lender Handbook. 
 

Applicant has a full time job, and has also had a part time job for the past 
11 months.  Why can't income from both jobs be used? 
 
VA requires that overtime, part time and bonus income be documented as consistently being received 
for a full two year period and likely to continue.  This is to show that the income is stable and the 
veteran is able to work beyond the normal work hours over a long period.  If the income has been 
received consistently for 12 months and is likely to continue, the underwriter may choose to offset debt 
with this income.  Any income received for less than a 12 month period may be considered as a 
compensating factor by the underwriter.  Specifics concerning overtime, second job or bonus income 
can be found in Chapter 4 of VA’s Lender Handbook.  
 

Is there a minimum  time required for receiving disability income to use 
this as a source of income? 
 
There is no time of receipt required to use disability income.  The lender must document the funds are 
currently being received and that this income will continue generally for a three year period or be able 
to draw the conclusion that it will continue in the foreseeable future.  If you cannot document this 
through the insurance company or social security, you may have to obtain written confirmation from a 
doctor addressing the applicant’s probability of returning to work.  If the disability will not continue 
for a three-year-period (“foreseeable future”), the underwriter may choose to offset some debts.  As  
each case is distinct, the should be considered on a case by case basis.  The underwriter’s decision of 
using income in unusual scenarios or considering it as a compensating factor should be documented 
in the remarks section of the loan analysis form.  Specifics concerning disability income can be found  
In Chapter 4 of VA’s Lender Handbook. 
 

Can a veteran buy a home that is over 50 miles away from his place of  
employment and commute? 
 
Yes, as long as the veteran can commute to his primary residence.  If the veteran is going to be 
making an unusually long commute, the underwriter must consider commuting expenses in the loan 
analysis.  It is the underwriter’s responsibility to know what is considered a “normal” commute from the 
subject property.   
 

Can we use the income from a spouse who is not a US citizen?  Do we  
require a green card? 
 
Yes, you may use the income of a spouse if they are on the loan application even though they are not 
a US citizen.  VA does not require a green card.  Lenders should check with their investors to insure 
that both of these issues are in compliance with the secondary mortgage market.  
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How long does child support have to continue for in order to be used as 
income? 
 
Child support must continue for a three year period or into the foreseeable future.  If the support is 
going to be for a time frame less than that, the underwriter may consider offsetting the child(ren) in the 
residual guideline if receipt of funds on a consistent basis can be proven.  If the underwriter chooses 
to offset the child in the residual guideline or offset an intermediate obligation, this should be noted in  
The remarks section of the loan analysis form.  
 

Debts 
 

Does VA consider child-care cost a debt?  If so what is required? 
 
Yes, VA continues to consider child-care expenses as a debt.  The lender must obtain a letter from the 
veteran documenting the child-care expense or explaining why no expense is incurred.  Also assure 
the present arrangement will still be logical based on the location of the new home.  If applicable, the 
name and address of the child care provider should be obtained.  This expense must be listed on 
Loan Analysis Section D. 
 

Do we obligate the veteran for a mortgage that has been assigned to the 
ex-spouse by the courts? 
 
No, generally you do not have to obligate the veteran for a debt that the courts assigned to an ex- 
spouse even if that debt is delinquent.  This is specified in VA’s Lender Handbook, Chapter 4. 
 

For military applicants, do we need to consider separate household ex-
penses if the applicant will be living in quarters and says he will not have 
any expense? 
 
If the veteran states that he/she will be living in military quarters at no cost and his/her spouse will be 
living in the subject property, you do not have to consider separate household expenses.  However, if  
a review of the Leave and Earnings Statement shows a withdrawal for housing or there is any indica- 
ton in the file of current expenses, clarification should be obtained.  
 
The underwriter must consider the following for installments with less than 10 months remaining:   
 
 The payment must not be so large that it will have a severe impact on the financial situation of the 

household.  The amount of “severe impact” is left to the underwriter’s discretion.  
 If the payment is large, the underwriter may consider if there are reserves to cover the debt after 

closing or a source of income they were unable to use in the analysis.  
 The final determination is the underwriter’s and if a debt is not used and the logic is not highly visi-

ble, a notation should be made in the remarks section of the loan analysis form. 
 For revolving or open ended accounts with a continued pattern of use, the underwriter must in-

clude the regular monthly payment/minimum payment on the loan analysis form.  
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If a veteran co-signs a loan, how do we not include this as part of his  
obligations? 
 
In order to disregard a debt that the veteran has co-signed for another individual, there must be proof  
that the payments are being made by someone else, i.e. canceled checks for a year, and there is no 
reason to believe this will not continue.  See VA’s Lender Handbook, Chapter 4.  
 

How does VA look at student loans? 401K loans? 
 
Student loans must be reviewed on a case-by-case basis.  The underwriter must consider the whole  
scenario and use judgment when making this decision. Factors to consider include whether or not the 
payment is deferred and if there will be new or additional income to offset this expense?  Loans 
deferred for more than a year may generally be disregarded.  Should the underwriter choose not to 
include a student loan(s) as an obligation, a notation should be made in the remarks section of the 
loan analysis form.  401K loans may be disregarded. 
 

Are union dues, life insurance or medical insurance included in the debt 
section? 
 
No.  Expense for these items is considered in the residual income guidelines.  The residual is the net 
income after shelter, debts and taxes is removed.  It is supposed to cover items the veteran and family 
need such as food, clothing, health care, gas, etc.  Additional information concerning residual income 
may be obtained in VA’s Lender Handbook, Chapter 4.  
 

How is child support considered from a credit standpoint as well as a debt 
consideration? 
 
Child support is considered as a debt and must be listed in section D of the loan analysis form.  If late  
payments appear on the credit report it should be addressed and considered in the overall credit 
picture. 
 

Credit 
 

Do unpaid obligations, such as collections and charge-offs, listed on a 
credit report have to be paid off?  What about judgments or liens? 
 
Charge-offs and collection accounts are not required to be paid off by VA.  The underwriter should 
obtain the veteran’s explanation and supporting documentation if needed.  If it has been under a 
steady repayment plan, this may be considered as a positive factor.  If there has not been 
repayment scheduled, paying them off now does not alter the unsatisfactory credit.  
Judgments, Federal debts and liens must be paid in full or have a written repayment agreement  
showing 12 months of repayment of that debt in a timely manner. Written repayment agreements must  
be included in the debt section of the loan analysis form.  This is specified in VA’s Lender Handbook,  
Chapter 4.  
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I have a CAIVRS “hit”; what do I do now? 
 
 Contact the veteran or co-applicant regarding the claim, ask them if they are aware of it or have 

any proof it has been paid in full/resolved.   
 If the applicant is not aware of the item or needs to resolve it, someone must contact the federal 

agency listing the debt.  The Lender’s Handbook, Chapter 4, has a listing of the agencies and a 
contact phone number.   

 If it is determined that there is no claim against the veteran, the lender should document this by 
written confirmation from the agency or the lender telephone certification.   

 HUD’S CAIVRS line may not update their system quickly so do not hold up an approval or closing 
for the CAIVRS data to be changed. 

 If indeed there is a loss to the government, the lender must obtain proof of payoff or a written re-
payment agreement. 

 FHA “C” numbers can be disregarded as obligors on an FHA loan paid a monthly      
mortgage insurance premium.  There is technically no debt owed FHA. 

 

When can a person with a bankruptcy on their credit report apply for a VA 
loan? 
 
The guidelines for bankruptcy may be found in VA’s Lender Handbook, Chapter 4.  The date of the 
discharge and type of bankruptcy is a determining factor.  If a Chapter 7 Bankruptcy was discharged 
more than 2 years ago, it may be disregarded.  If it was discharged between 1-2 years ago, the vet- 
eran must have reestablished credit by some means, and the cause of the bankruptcy must be  
documented was beyond the control of the applicant, i.e. job loss or medical issues.  If the bankruptcy 
Was discharged less than a year ago, it will not generally be possible to determine that the  
applicant(s) are a satisfactory credit risk.  Marginal cases should be addressed in the remarks section 
of the loan analysis. 
 

How do you treat CCCS? 
 
If an applicant is currently in consumer credit counseling, they must have a 12-month history of timely 
payments under the plan and the counseling agency must approve of the new credit.  Occasionally, 
individuals choose to participated in consumer credit counseling to assist them with their finances 
although they are not behind in their payments.  In these cases consumer credit counseling may be 
considered a neutral or even a positive factor.  Do not treat this as a negative credit item if the veteran 
entered the consumer credit counseling plan before reaching the point of having bad credit.  
 

Is a veteran eligible for a loan if s/he is behind on their child support  
payment by $1,000 or more? 
 
Child support is a credit obligation and if it is in arrears, it must be addressed.  The veteran may have  
a legal action pending and if documented, this should not be considered a derogatory item.   
However, if they are merely behind due to financial matters, the underwriter must take into account  

 
 If there is a repayment schedule, how will it be repaid? 
 Consider the reason the payment is delinquent.  Will the cause have an impact on the veteran’s 

proposed loan scenario?  This is a judgment the underwriter must make on a case-by-case basis.  
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In determining a satisfactory payment history, how many months do we 
need to review? 
 
Generally VA requires a 12-month satisfactory payment history.  Any lates within the past year should 
be developed for an explanation and supporting documentation obtained if needed.  The underwriter 
must make a credit decision based on all the documentation of that particular veteran.  Comments 
should be placed in the remarks section of the loan analysis for any loans approved which have lates 
in the past year.  In marginal cases it may be helpful to review the mortgage or rental history carefully  
as the applicant’s past repayment history could establish how motivated the applicant is to make  
timely mortgage payments in the future.  Information on adverse credit or other scenarios such as  
bankruptcy and foreclosures may be found in VA’s Lender Handbook, Chapter 4. 
 

The veteran has been living with his/her parents and does not have any 
loans or credit cards.  What does s/he need to provide to be considered 
credit worthy? 
 
The underwriter must look at these cases individually considering if there was any past credit or other 
compensating factors.  For VA a lack of credit is not considered a negative factor.   
 

Does VA use credit scoring?  If so is there a minimum score? 
 
No, VA does not use credit scoring at this time.  The underwriter should review the credit of applicant 
individually.  However, VA does recognize that credit scoring is a part of the standard mortgage 
industry.  If the underwriter is using an automated underwriting system such as Loan Prospector, they 
follow specific guidelines in accordance with the automated underwriting system. 
 

Can payment plans be used on derogatory credit?  If so how long do they 
have to have been established? 
 
If there are derogatory credit issues, i.e. a collection account, IRS lien, past-due child support, but the 
veteran has been making payments for a full year, the underwriter may consider this a positive factor.  
Be sure to list the payment as an obligation.  If the borrower has been making payments for less than 
a year, the underwriter must review all factors for the loan to determine if the overall credit is accept-
able.  The underwriter must use their judgment on a case by case basis.  These decisions should be 
documented in the remarks section of the loan analysis form.  
 

Final Analysis 
 
If a veteran is married and the spouse is not on the application, but that spouse has children 
living with them, can you use that child support to offset the children in the residual? 
 
Yes, as long as you can document the motivation for payment, i.e. court order, and consistent receipt  
of the funds.  
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For loans with ratios over 41%, do you consider compensating factors? 
 
VA is a residual-driven program.  For VA loans, the ratio is used as a secondary evaluator.  The 
underwriter should consider the following: 
 
 If the residual in excess of the guideline by more than 20%, a loan with a high ratio but good credit 

and job stability could be approved.   
 If the loan does not have residual + 20%, the underwriter must review all the compensating factors 

and their decision should be documented in the remarks section of the loan analysis form. 
 For loans with ratios over 41% and the residual does not exceed the guideline by 20%, the        

underwriter’s supervisor must sign the loan analysis form concurring with the underwriter’s deter-
mination and the reasoning for loan approval must listed in the remarks section of the loan     
analysis form.  

 Specifics on ratios, second signatures and compensating factors may be found in VA’s Lender 
Handbook, Chapter 4.  

 

Can non-taxable income be grossed-up? 
 
Non-taxable income can be grossed-up for determining the ratio only.  Item 39 of the loan analysis 
form must list the actual income, not the grossed up figure.  There should be two ratios listed on the 
loan analysis form if you choose to gross up; the first in box 45 would show the actual ratio and the 
second in box 48 lists the ratio based on the grossed up income figure.   
 

The loan received and Accept or Approve ranking from AUS (using VA loan 
designation).  Does this mean the loan is acceptable to VA?  
 
The ranking from AUS is only as good as the data entered into the system.  It is the lender’s responsi-
bility to determine and document income amount and stability, assure all potential debts (i.e. child-
care expense and pay allotments) are considered, and all assets (included for analysis) verified.   
Remember:  Inaccurate or unverified data could affect the validity of loan guaranty from VA  
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Appendix A 

Loan Processing Forms and Specific Certifications  
All VA Forms Can Be Downloaded at: 

http://www.va.gov/vaforms/ 

VA Form Title of Form or Description 
26-0285 Transmittal Sheet 

26-0286 Loan Summary Sheet 

26-0503 Federal Collection Policy Notice 

26-0592 Counseling Checklist for Military Homebuyers 

26-1802a HUD/VA Addendum to URLA 

26-1805 Request for Determination of Reasonable Value 

26-1817 Request for Determination Unmarried Surviving Spouse Application 

26-1820 Report & Certification of Loan Disbursement 

26-1880 Request for A Certificate of Eligibility 

26-1859 Warranty of Completion of Construction 

26-1866 Certificate of Commitment 

26-6393 Loan Analysis 

26-8261a Request for Certificate of Veteran Status 

26-8375 Termite Soil Treatment Guaranty 

26-8497 Verification of Employment 

26-8497a Verification of Deposit 

26-8736 Application for Authority to Close Loans on an Automatic Basis Non-supervised Lend-
ers 

26-8736a Non-supervised Lender’s Nomination and Recommendation of Credit Under-
writer 

26-8812 VA Equal Opportunity Lender Certification 

26-8850 Wood Destroying Insect Certification 

26-8923 Interest Rate Reduction Refinancing Loan Worksheet 

26-8937 Verification of VA Benefit-Related Indebtedness 





Appendix B 
VA Home Loan Acronyms 

ARM Adjustable Rate Mortgage 

BAH Basic Allowance for Housing 

BAQ Basic Allowance for Quarters 

BAS Basic Allowance for Subsistence 

CAIVRS Credit Alert Interactive Voice Response System 

C&V Construction and Valuation Section (Appraisals) 

COE Certificate of Eligibility 

CRV Certificate of Reasonable Value 

CVS Certificate of Veteran Status 

ETS Expiration of Term of Service 

GPM Graduated Payment Mortgage 

IRRRL Interest Rate Reduction Refinance Loan 

LAPP Lender Appraisal Processing Program 

LES Leave and Earnings Statement 

LGC Loan Guaranty Certificate 

MCC Mortgage Credit Certificate 

MCRV Master Certificate of Reasonable Value 

NOV Notice of Value 

PITI Principal, Interest, Taxes, and Insurance 

POA Power of Attorney 

PUD Planned Unit Development 

RLC Regional Loan Center 

ROL Release of Liability 

SOE Substitution of Entitlement 

SOS Statement of Service 

URLA Uniform Residential Loan Application 

VA Department of Veterans Affairs 

VAAS VA Assignment System 

VHA Variable Housing Allowance 

VOD Verification of Deposit 

VOE Verification of Employment 





Appendix C 
VA Regional Loan Centers— Telephone Numbers and  

Fax Numbers for VA Form 26-8937 
 
 

Atlanta (316)       (888) 768-2132 
Georgia, Tennessee, North Carolina, South Carolina  (404) 929-5558 (fax) 
 
Cleveland (325)       (800) 729-5772 
Connecticut, Ohio, Michigan, Indiana, Delaware,   (216) 522-3101 (fax) 
Maine, Massachusetts, Pennsylvania, New Hampshire,  
New Jersey, New York, Rhode Island, Vermont 
 
Denver (339)       (800) 349-7541 
Colorado, Wyoming, Montana,     (303) 914-5666 (fax) 
Alaska, Utah, Idaho, Oregon, Washington 
 
Houston (362)       (888) 232-2571 
Texas, Arkansas, Oklahoma, Louisiana    (713) 383-1772 (fax)  
 
Phoenix (345)       (888) 869-0194 
Arizona, Nevada, California, New Mexico   (602) 627-3221 (fax) 
 
Roanoke (314)       (800) 933-5499 
Virginia, West Virginia, Washington D.C.,    (888) 891-6910 (fax) 
Maryland, Kentucky 
 
St. Paul (335)       (800) 827-0611 
Minnesota, Illinois, Iowa, Nebraska, Kansas,   (215) 991-5043 (fax) 
Wisconsin, North Dakota, South Dakota, Missouri    
 
St. Petersburg (317)      (888) 611-5916 
Florida, Alabama, Mississippi, Puerto Rico   (727) 319-7763 (fax) 
 
 
VA Regional Office 
 
Honolulu (359)       (808) 433-0481 
Hawaii, Guam, Northern Mariana Islands   (808) 433-0383 (fax)  
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