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How to Use This Chapter


 


Introduction�
This chapter addresses station responsibilities with regard to loans for which evidence of guaranty has already been issued.  Use this chapter primarily as step-by-step guidance for selecting loans for different types of loan reviews and conducting those reviews. �
�
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�seq chapter \h \r12�12.01  Conduct Postaudit of 5 Percent Sample





Selection Criteria for  Closed Loans�
Conduct postaudit of a sample of approximately 5 percent of closed loans, selected as follows:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Use the LP-generated list maintained in the sampling control register for Quality Control Schedule 223 described in M26-9, paragraph 2.05


�SYMBOL 183 \f "Symbol" \s 10 \h�	Select the first and every 20th case thereafter (numbers 1, 21, 41, etc.)


�SYMBOL 168 \f "Symbol" \s 8 \h�	If a case selected is an IRRRL, substitute the next case that is not an IRRRL


�SYMBOL 183 \f "Symbol" \s 10 \h�	If the station has 20 or less cases closed during the month, select the first and last case


�SYMBOL 168 \f "Symbol" \s 8 \h�	Substitute the next or previous case within the month for any IRRRLs


�SYMBOL 183 \f "Symbol" \s 10 \h�	The maximum number of selections per month will be 20, regardless of station volume.





Make the selections on a cumulative basis throughout the month.


For example:  If 19 cases were guaranteed during the first week of the month, select the first. If 11 cases were guaranteed during the second week, select the 2nd since it would be the 21st case guaranteed that month.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Repeat the process each month.





Make a notation in the register beside each case selected for review indicating it was selected and the name of the lender that submitted the loan.





Special postaudits


Also conduct postaudits of all automatically closed loans for which:


�SYMBOL 183 \f "Symbol" \s 10 \h�	The veteran's residual income is below the standard by more than 10 percent


	OR


�SYMBOL 183 \f "Symbol" \s 10 \h�	The veteran's debt-to-income ratio is greater than 45 percent and the residual income does not exceed the VA standard by at least 20 percent.





Maintain a log to document the results of these special postaudits which will be disposed of in accordance with RCS VB-1, part I, item No. 12-090.100.





Stations may substitute these special postaudits for up to one-half of the closed loan postaudits selected by the regular method (i.e., every 20th case).  


�SYMBOL 183 \f "Symbol" \s 10 \h�	For example, if station volume requires 15 closed loan postaudits to be done, and 5 postaudits are required under the special criteria, only 10 regular closed loan postaudits need to be done.  





Identify special postaudit cases as such on the sampling control register.�
�
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12.01  Conduct Postaudit of 5 Percent Sample, Continued


  


Selection Criteria for Prior Approval Commitments�
Conduct postaudit of a sample of approximately 5 percent of the loan submissions on which a commitment was issued, selected as follows:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Use the list of Quality Criteria Schedule 221 cases recorded on the Commitment Issued sampling control register as described in M26-9


�SYMBOL 183 \f "Symbol" \s 10 \h�	For stations with 100 percent of cases listed on the register, select the first case each month and every 20th case thereafter


�SYMBOL 168 \f "Symbol" \s 8 \h�	See "Selection Criteria for Closed Loans" above for further explanation 


�SYMBOL 183 \f "Symbol" \s 10 \h�	For registers with 50 percent of cases listed, select every 10th case


�SYMBOL 183 \f "Symbol" \s 10 \h�	For registers with 28 percent of cases listed, select every 6th case


�SYMBOL 183 \f "Symbol" \s 10 \h�	For registers with 18 percent of cases listed, select every 4th case


�SYMBOL 183 \f "Symbol" \s 10 \h�	For registers with 10 percent of cases listed, select every 4th case.





Make a notation in the register beside each case selected for review indicating it was selected and the name of the lender that submitted the loan.





The maximum number of prior approval postaudits per month will depend upon the station's monthly volume, as follows:


�SYMBOL 183 \f "Symbol" \s 10 \h�	For monthly volume of 141 to 420 cases, 13 is the maximum 


�SYMBOL 183 \f "Symbol" \s 10 \h�	For monthly volume of 421 to 970 cases, 20 is the maximum


�SYMBOL 183 \f "Symbol" \s 10 \h�	For monthly volume of 971 or more, 30 is the maximum.





NOTE:  Postaudit of prior approval loans can be performed either before or after evidence of guaranty is issued.�
�



How to Conduct a Postaudit�
A loan examiner or higher authority conducts the postaudit.


�SYMBOL 183 \f "Symbol" \s 10 \h�	For prior approval loans, the individual who processed the loan will not conduct the postaudit.





Follow these steps:�
�



Step�
Action�
�
1�
As soon as a case is selected for postaudit, request backup information as described in steps 2, 3, and 4.�
�
2�
For every second case selected, obtain an in-file credit report using the station's credit report access system. �
�
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�styleref "Block Label"�How to Conduct a Postaudit� (continued)�
�
�



Step�
Action�
�
3�
For every case selected, make a copy of each completed verification form or other evidence of:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Employment   


�SYMBOL 183 \f "Symbol" \s 10 \h�	Other sources of income  


�SYMBOL 183 \f "Symbol" \s 10 \h�	Deposits   OR


�SYMBOL 183 \f "Symbol" \s 10 \h�	Other assets


Submitted with the loan package.�
�
4�
Send each copy referred to in step 3, along with a letter requesting that the information be re-verified (exhibit 12-A provides an example of such a letter), and a stamped envelope preaddressed to VA to:


�SYMBOL 183 \f "Symbol" \s 10 \h�	The veteran's employer(s)


�SYMBOL 183 \f "Symbol" \s 10 \h�	The spouse's employer(s), if such income was used and verified


�SYMBOL 183 \f "Symbol" \s 10 \h�	Other sources of verified income, deposits, or other assets.





NOTE:  An acceptable alternative is to send blank verification forms to the sources and have them complete the forms again.  However, this method may require obtaining the veteran's authorization/signature on such forms first.�
�
5�
Once the backup information is received, review the re-verifications and compare the credit reports for any discrepancies.�
�
6�
If discrepancies are found, immediately:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Obtain an in-file credit report if the case was not one for which a credit report was obtained under step 2


�SYMBOL 183 \f "Symbol" \s 10 \h�	Take other action necessary to determine the cause of the discrepancies.�
�
7�
Determine whether credit reports furnished by the lender meet the standards described in paragraph 5.18 of the Lender's Handbook.�
�
8�
For every case selected (except special postaudit cases), conduct a CAIVRS screening on the applicant(s). (Instructions are found in exhibit 5-A.) 


�SYMBOL 183 \f "Symbol" \s 10 \h�	Compare any "hits" to the information the lender wrote on VA Form 26-6393, Loan Analysis. 


�SYMBOL 183 \f "Symbol" \s 10 \h�	Write the CAIVRS confirmation code on any of the postaudit documents.�
�
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What to do with the Postaudit Findings �
Maintain documentation of postaudit reviews


File any information obtained and related correspondence in the loan file.





File any documentation of discrepancies found in the lender's file, including:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Copies of backup information obtained


�SYMBOL 183 \f "Symbol" \s 10 \h�	Copies of the original related documents from the loan file


�SYMBOL 183 \f "Symbol" \s 10 \h�	Related correspondence.





Establish and maintain a log in accordance with RCS VB-1, part I, item No. 


12-090.100 in each active lender's file which records:


�SYMBOL 183 \f "Symbol" \s 10 \h�	The loan number of the postaudited case


�SYMBOL 183 \f "Symbol" \s 10 \h�	A notation as to whether significant discrepancies were found


�SYMBOL 183 \f "Symbol" \s 10 \h�	The initials of the Chief of Loan Processing, indicating the Chief's personal review of the findings.


Periodically compare the log to COIN/GIL Report 09/10, "Commitments Issued This Month Sorted By Lender ID" (prior approval loans), and COIN/GIL Report 50-04, "Disposition of G/I Loan Applications by Lender Identification Number" (loans closed automatically), to assure that no lender is consistently being missed for review.





Take action on CAIVRS Discrepancies.


If the CAIVRS screening results in a "hit" that is not documented on VA Form 26-6393, contact Central Office (264), who will in turn contact HUD to determine if the match existed when the loan was first processed.


�SYMBOL 183 \f "Symbol" \s 10 \h�	If a match found now did not exist when the loan was first processed, document such and take no further action.


�SYMBOL 183 \f "Symbol" \s 10 \h�	If the match did exist when the loan was first processed and the lender did not have the results documented


�SYMBOL 168 \f "Symbol" \s 8 \h�	Advise the lender of the findings


�SYMBOL 168 \f "Symbol" \s 8 \h�	Require written explanation


�SYMBOL 168 \f "Symbol" \s 8 \h�	Counsel the lender on the CAIVRS requirement


�SYMBOL 168 \f "Symbol" \s 8 \h�	Document the lender's file.





The station may, at its own discretion, screen additional loans closed by a particular lender through CAIVRS.�
�
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12.01  Conduct Postaudit of 5 Percent Sample, Continued


 


�styleref "Block Label"�What to do with the Postaudit Findings� (continued)�
�
�



 �
Determine the need for further review of a specific lender.


Depending on the nature of discrepancies uncovered, consider increasing the frequency of postaudit reviews of a specific lender to determine whether a pattern of questionable credit underwriting practices exists.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Use the log of postaudit cases in the lender's file to determine the frequency of significant discrepancies found in postaudit reviews of the lender's submissions.





Take action on significant discrepancies.


If erroneous data was furnished to VA and evidence is developed which:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Materially impacts eligibility for guaranty


OR


�SYMBOL 183 \f "Symbol" \s 10 \h�	Suggests impropriety on the part of any person(s)


THEN


Submit the case to Central Office (264).  Include:


�SYMBOL 183 \f "Symbol" \s 10 \h�	A summary of the facts of the case


�SYMBOL 183 \f "Symbol" \s 10 \h�	The loan file


�SYMBOL 183 \f "Symbol" \s 10 \h�	The lender's file. 





Take action on inadequate credit reports


If the lender's credit report does not meet the standards or quality required for a proper evaluation of credit, as described in paragraph 5.18 of the Lender's Handbook:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Notify the credit reporting agency and the lender in writing of how and which quality standards are not being met.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Spot check future credit reports from that credit reporting agency.


�SYMBOL 183 \f "Symbol" \s 10 \h�	If the problem continues


�SYMBOL 168 \f "Symbol" \s 8 \h�	If the agency is not the representative of a national organization, inform all VA lenders that credit reports obtained from that source are not acceptable until further notice.


�SYMBOL 168 \f "Symbol" \s 8 \h�	If the agency is the local representative of a national credit reporting organization, submit the file with station management's recommendations to Central Office (264) and await response.�
�
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12.02  Conduct Full Review on a 10 Percent Sample After Guaranty is Issued


 


Selection Criteria�
Conduct full review on a 10 percent sample selected as follows:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Use the LP-generated list maintained in the sampling control register for Quality Control Schedule 223 described in M26-9, paragraph 2.05


�SYMBOL 183 \f "Symbol" \s 10 \h�	Select every 10th case (10th, 20th, 30th, etc.)





Make the selections on a cumulative basis throughout the month.


For example:  If 21 cases were guaranteed during the first week of the month, select the 10th and 20th. If 11 cases were guaranteed during the second week, select the 9th since it would be the 30th case guaranteed that month.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Repeat the process each month.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Make a notation beside each such case indicating it was selected for review.


�SYMBOL 168 \f "Symbol" \s 8 \h�	Also indicate the name of the lender that submitted the loan.





In addition to the 10 percent sample, stations may identify specific lenders (other than those mentioned in section 6.04, step 3 under the "How to Issue Evidence of Guaranty" heading) whose loan submissions are frequently of such poor quality that a full review is necessary.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Their recurring deficiencies are procedural errors rather than serious underwriting or judgment errors.





Full review must also be performed on loans submitted during the one-year probationary period of a nonsupervised lender granted automatic authority by VA, selected as follows:


�SYMBOL 183 \f "Symbol" \s 10 \h�	The first 15 loans closed automatically by the lender


�SYMBOL 183 \f "Symbol" \s 10 \h�	Fifty percent of the next 50.


Thereafter, include in 10% sample as with any other lender.�
�
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12.02  Conduct Full Review on a 10 Percent Sample After Guaranty is Issued, Continued


 


How to Conduct a Full Review�






Follow these steps on each loan selected for full review:�
�



Step�
Action�
�
1�
Verify submission and proper completion of all required documents. 


�SYMBOL 183 \f "Symbol" \s 10 \h�	Chapter 4 of the Lender's Handbook provides lists of documents required for different types of loan submissions.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Use VA Form 26-0285, VA Transmittal List, as a checklist.   �
�
2�
Verify that the veteran has submitted a valid COE showing available entitlement (if the COE has not been returned to the veteran yet).�
�
3�
Review the COE (if the COE has not been returned to the veteran yet) to determine whether it calls for any conditions to be satisfied or certifications to be provided at closing.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Determine whether such conditions or certifications have been satisfied or provided.�
�
4�
For prior approval loans, determine whether the closed loan is identical to the proposed loan on which the Certificate of Commitment was based.


�SYMBOL 183 \f "Symbol" \s 10 \h�	If not, determine whether the variations are allowable.  (See the "Review Changes Occurring Between Time of Commitment and Closing" heading under section 6.02).  �
�
5�
For prior approval loans on which a conditional Certificate of Commitment was issued, determine whether all required conditions or certifications have been satisfied or provided.


�SYMBOL 183 \f "Symbol" \s 10 \h�	See the table below for details�
�
6�
For IRRRLs, compare information concerning interest rates,  loan maturities and obligors on the new loan to such information on the old loan to determine compliance with the parameters for IRRRLs. �
�



Continued on next page
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12.02  Conduct Full Review on a 10 Percent Sample After Guaranty is Issued, Continued


�styleref "Block Label"�How to Conduct a Full Review� (continued)�
�
�



Step�
Action�
�
7 �
Verify that any documents, certifications, inspection reports, etc. required by the CRV or NOV have been submitted.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Construction under VA supervision:  Most cases require three VA-approved inspection reports on VA Form 26-1839 (see paragraph 5.08 of M26-2 for details). However, if the property was appraised in a "master" and C & V maintains a separate inspection report file for "masters," then only a "clear" final report (i.e., box 6B of VA Form 26-1839 is checked and the form is signed) is required.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Construction under FHA supervision:  Only a "clear" HUD/ FHA final inspection report is required. (See paragraph 5.15a of M26-2 for details.) �
�
8�
Verify that the loan does not exceed the reasonable value of the security and that the property is suitable for dwelling purposes (as evidenced by issuance of a VA CRV or LAPP NOV).


�SYMBOL 183 \f "Symbol" \s 10 \h�	For a cash-out refinance, verify that the loan does not exceed 90 percent of the reasonable value plus the funding fee.


�SYMBOL 183 \f "Symbol" \s 10 \h�	For an IRRRL, verify that the loan does not exceed the existing VA loan balance plus allowable closing costs  (including no more than 2 discount points) plus the funding fee.�
�
9�
Verify that the occupancy certification has been completed (Item 25 of VA Form 26-1802a, Application for Home Loan Guaranty and Certificate of Commitment, and item 27b of VA Form 26-1820, Report and Certification of Loan Disbursement).�
�
10�
Verify that the loan purpose, term, amortization, and other terms and conditions conform to law and regulations as described in chapter 3 and chapter 5, section I, of the Lender's Handbook.�
�
11�
Verify that the veteran's interest in the property is not less than that prescribed in 38 CFR 36.4350.�
�
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�styleref "Block Label"�How to Conduct a Full Review� (continued)�
�
�



Step�
Action�
�
12�
For loans other that IRRRLs, determine whether the lender's evaluation of the veteran's credit, income, and debts on VA Form 26-6393 conforms to the credit standards in chapter 5, section II, of the Lender's Handbook.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Make any necessary changes on the form in contrasting ink without removing the lender's entries.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Do not substitute your judgment for the lender's as to the credit risk assumed in a particular case.


�SYMBOL 168 \f "Symbol" \s 8 \h�	Questionable credit underwriting judgments have no effect on the eligibility of a loan for guaranty, but only on whether a lender's automatic authority will continue.�
�
13�
Verify that the appropriate funding fee has been paid as well as any late charge and interest due.�
�
14�
Review the HUD 1. Verify that all fees and charges paid by the borrower were allowable under 38 CFR 36.4312.�
�
15�
If the veteran's attorney-in-fact used the veteran's entitlement to obtain the loan on behalf of the veteran, verify whether paragraph 7.08 of the Lender's Handbook has been complied with.�
�
16�
Verify that VA Form 26-1820, Report and Certification of Loan Disbursement, was submitted to VA within 60 days of closing, or that the lender's failure to do so was waived under 38 CFR 4335(a) or (b).


�SYMBOL 183 \f "Symbol" \s 10 \h�	For automatic loans reported more than 60 days after closing, verify that the lender certified the loan was not in default.  �
�



�
Use the following table to make the determination required by step 5 above.  The table lists documentation which satisfies the conditions of a conditional commitment to close a prior approval loan.�
�



Case�
Required Documentation�
�
Loan is to the spouse of a serviceperson missing in action or prisoner of war�
Certification by the borrower that official notice of any change in the service member's status has not been received and that the applicant is still the spouse of the service member�
�
Continued on next page
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12.02  Conduct Full Review on a 10 Percent Sample After Guaranty is Issued, Continued


 


How to Conduct a Full Review  (continued)�
�



Case�
Required Documentation�
�
Loan is to the unremarried surviving spouse of an eligible veteran�
Notarized affidavit signed by the borrower as shown in paragraph 4.05g(7) of the Lender's Handbook�
�
Loan is to a serviceperson who has not received an honorable discharge and must certify to continuous active duty �
Certification by the borrower of continued active duty status as of the date of the note  


�SYMBOL 183 \f "Symbol" \s 10 \h�	Satisfied if the appropriate box is checked on the veteran's certification on VA Form 26-1820�
�
Loan is to a veteran and fiance/fiancee who intend to marry prior to loan closing - title is to be taken in the name of veteran and spouse�
Evidence of marriage prior to loan closing�
�
Loan involves use of an attorney-in-fact�
Satisfaction of the requirements of paragraph 7.08 of the Lender's Handbook, including:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Valid and legally adequate power of attorney


�SYMBOL 183 \f "Symbol" \s 10 \h�	Lender certification of veteran's status �
�
Veteran intends to sell property on which he/she has an existing VA loan prior to closing on the new VA loan, in order to have entitlement restored�
Evidence of disposal of the property and payment in full of the loan or substitution of entitlement�
�
Veteran intends to sell property in order to have sufficient income and/or assets to qualify for the loan�
Lender's certification that the sale of the veteran's property has been completed and the proceeds disbursed  


�SYMBOL 183 \f "Symbol" \s 10 \h�	Evidence of the property sale or repayment of debts is not required.�
�
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12.02  Conduct Full Review on a 10 Percent Sample After Guaranty is Issued, Continued





What to do with the Review Findings�
Always record instances of serious deficiencies or repeat problems with a lender in that lender's file. If warranted in view of VA's history with the lender:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Contact the lender's liaison to discuss the problems found


OR


�SYMBOL 183 \f "Symbol" \s 10 \h�	In more serious cases involving automatic lenders, consider withdrawal of the lender's automatic authority.





If the lender's deficiencies are sufficiently serious and repetitive, consider recommending that the Monitoring Unit conduct an audit of the lender.�
�
 �



Actions to take on a loan-by-loan basis can be divided into 3 categories:





1.  Cases in which the veteran, property or purpose of the loan is clearly ineligible


Examples:  Loan to purchase business property, interest rate reduction refinancing loan proceeds used to pay a subordinate lien, loan amount exceeds the reasonable value of the property, CRV conditions affecting the basic livability of the property cannot be satisfied, or loan has a term which exceeds the lesser of the remaining economic life of the property or 30 years, 32 days





�SYMBOL 183 \f "Symbol" \s 10 \h�	Consult Central Office (264) if some doubt exists as to whether the loan is guaranteeable. 


�SYMBOL 183 \f "Symbol" \s 10 \h�	Contact the lender to try to resolve the problem.


�SYMBOL 183 \f "Symbol" \s 10 \h�	If no solution is possible, or if the lender fails to correct the problem within a reasonable time, send the lender a letter requesting that evidence of guaranty be returned and stating clearly that:


�SYMBOL 168 \f "Symbol" \s 8 \h�	The loan is not guaranteed


�SYMBOL 168 \f "Symbol" \s 8 \h�	VA will not pay any subsequent claim on the loan


�SYMBOL 168 \f "Symbol" \s 8 \h�	The lender should not foreclose the loan because of denial of guaranty and such action could subject the lender to VA sanctions.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Refund the VA funding fee, if paid (see the "Refunding the Fee to the Lender or Veteran" heading in section 8.02)


�SYMBOL 183 \f "Symbol" \s 10 \h�	Code the loan in GIL as a canceled loan�
�
 


Continued on next page
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12.02  Conduct Full Review on a 10 Percent Sample After Guaranty is Issued, Continued





What to do with the Review Findings  (continued)�
�



�
�SYMBOL 183 \f "Symbol" \s 10 \h�	Send the veteran a letter explaining why he or she does not have a VA guaranteed loan.


�SYMBOL 168 \f "Symbol" \s 8 \h�	If the problem is not with the veteran's eligibility, return his or her Certificate of Eligibility showing no use of entitlement.


 �SYMBOL 183 \f "Symbol" \s 10 \h�	The ineligible loan is essentially a conventional loan.


�SYMBOL 168 \f "Symbol" \s 8 \h�	Consider sanctions against a lender who attempts to accelerate the loan, particularly if the ineligibility of the loan was due to the lender's error. 


�SYMBOL 183 \f "Symbol" \s 10 \h�	If the lender has already sold the loan to an investor, consult Central Office (264).





Evidence exists that fraud or material misrepresentation may have occurred


�SYMBOL 183 \f "Symbol" \s 10 \h�	Request additional information necessary to make a preliminary assessment of whether fraud or material misrepresentation may have occurred.  Take care not to alert the parties responsible for the possible fraud or misrepresentation that they are under investigation.


�SYMBOL 183 \f "Symbol" \s 10 \h�	If, after receipt of any additional information requested, it appears that fraud or material misrepresentation may have occurred, follow the guidelines and procedures in paragraph 2.05 of M26-4.





3.  Other Types of Deficiencies Found 





Request any supplementary information or documentation that is essential to a proper determination as to:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Whether the loan meets statutory credit and /or income requirements


�SYMBOL 183 \f "Symbol" \s 10 \h�	Whether only allowable closing costs were charged to the veteran


OR


�SYMBOL 183 \f "Symbol" \s 10 \h�	Whether other statutory or regulatory requirements were met.�
�
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12.02  Conduct Full Review on a 10 Percent Sample After Guaranty is Issued, Continued





What to do with the Review Findings  (continued)�
�



�
The letter requesting such information or documentation will be reviewed by the Chief of Loan Processing or higher authority


�SYMBOL 183 \f "Symbol" \s 10 \h�	To assure the request is made in a courteous not unduly critical tone.





If no response is received, take the following actions:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Send at least one follow-up letter 


�SYMBOL 168 \f "Symbol" \s 8 \h�	File a copy in the lender's file


�SYMBOL 183 \f "Symbol" \s 10 \h�	Contact lender (VA liaison or appropriate contact person) by telephone if written requests are ignored


�SYMBOL 168 \f "Symbol" \s 8 \h�	File telephone records in the lender's file.





If these efforts fail to resolve the problem(s),


�SYMBOL 183 \f "Symbol" \s 10 \h�	Review the situation and actions already completed with the Chief of Loan Processing or higher authority.





To gain the lender's attention, the Chief of Loan Processing or higher authority should make telephone contact with the lender's senior level management to:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Discuss previous VA efforts to correct the situation


�SYMBOL 183 \f "Symbol" \s 10 \h�	Arrange a personal meeting with lender management


�SYMBOL 183 \f "Symbol" \s 10 \h�	Offer assistance by providing training at the station or the lender's office. Either


�SYMBOL 168 \f "Symbol" \s 8 \h�	Overall lender training


OR


�SYMBOL 168 \f "Symbol" \s 8 \h�	Specific training for an individual or group.





Fully document the lender's file with: 


�SYMBOL 183 \f "Symbol" \s 10 \h�	Actions taken by VA


�SYMBOL 183 \f "Symbol" \s 10 \h�	The station's impressions concerning the lender's willingness to correct deficiencies


�SYMBOL 183 \f "Symbol" \s 10 \h�	Tangible evidence of the lender's efforts to correct the deficiencies.  





Remember that the station's experience, properly documented, may be the basis for withdrawal of automatic processing authority.  Refer to chapter 13 for complete details.�
�
 


Continued on next page
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12.03  Conduct a Review of Early Default Loans 


 


Purpose�
To identify credit underwriting deficiencies by reviewing newly closed loans (6 or less payments have been made) that went into default.�
�
 


Loan Selection�
The Loan Service and Claims section will identify these cases and forward them, together with the related RPO (record printout) 23 generated by LCS (Liquidation and Claims System), to the Loan Processing Section.�
�
 


LAPP Cases�
Ensure all early default LAPP case files are routed to C & V for review of LAPP processing either before or after the loan processing review is performed.  Return the files to Loan Service and Claims upon completion of both reviews.�
�
  


Who Conducts the Review�
Management should assign responsibility based on current supervisory, technical and other staff levels.  Consider:


�SYMBOL 183 \f "Symbol" \s 10 \h�	The Chief of Loan Processing or equivalent-level individual


�SYMBOL 183 \f "Symbol" \s 10 \h�	Journeyman loan specialists


�SYMBOL 183 \f "Symbol" \s 10 \h�	OJT (On-the-job-training) employees.�
�
�



To review and document a pattern of underwriting deficiencies requires overall program knowledge and complete understanding of VA's credit standards.�
�
 


How to Conduct the Review�
Perform a review of the credit underwriting on which approval of the loan was based.  Focus on determining elements of the case which should be considered in future credit underwriting analyses.  For example:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Indications that documentation of self-employment income was not adequately developed


�SYMBOL 183 \f "Symbol" \s 10 \h�	Improper use of short-term, temporary, or part-time income for loan qualification


�SYMBOL 183 \f "Symbol" \s 10 \h�	Misunderstanding of the use of compensating factors to offset weaknesses; e.g., high residual income compensates for unsatisfactory credit


�SYMBOL 183 \f "Symbol" \s 10 \h�	Failure to question and investigate obvious inconsistencies in a loan file.�
�
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12.03  Conduct a Review of Early Default Loans, Continued


 


How to Conduct the Review (continued)�
�
�



�
Some early default cases may need only cursory review if the servicing reports give reasons for the default such as:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Divorce


�SYMBOL 183 \f "Symbol" \s 10 \h�	Income reduction due to disability


�SYMBOL 183 \f "Symbol" \s 10 \h�	Major medical expense.





These reasons are not possible to foresee and are not related to underwriting deficiencies.�
�
 


What to do with the Review Findings�
When a pattern of underwriting deficiencies is found, regardless of whether the loans were closed automatically or processed prior approval:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Discuss the deficiencies with the lender's underwriters and management, if necessary


�SYMBOL 168 \f "Symbol" \s 8 \h�	Offer training by VA personnel


�SYMBOL 183 \f "Symbol" \s 10 \h�	Use the examples for internal training sessions with VA Loan Processing personnel including


�SYMBOL 168 \f "Symbol" \s 8 \h�	Loan specialists


�SYMBOL 168 \f "Symbol" \s 8 \h�	Trainees


�SYMBOL 183 \f "Symbol" \s 10 \h�	Provide one-on-one training for VA personnel, if necessary.�
�
�



File a copy of the RPO 23 and the results of the review in the loan file.





File a copy of the RPO 23 in the lender's file for purposes of tracking the incidence of early default cases originated by that lender.


�SYMBOL 183 \f "Symbol" \s 10 \h�	COIN LCS 24-01 is also available for this purpose.





The incidence of RPO 23s compared to a lender's total volume will serve as a useful tool to assure quality of the lender's origination practices:


�SYMBOL 183 \f "Symbol" \s 10 \h�	To either support or deny an application for automatic processing


�SYMBOL 183 \f "Symbol" \s 10 \h�	To impose possible sanctions.�
�
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12.04  Procedures on Paid-in-Full Loans


 


Annual Reminder�
At least annually, send a notice to all lenders which includes:


�SYMBOL 183 \f "Symbol" \s 10 \h�	A reminder of their responsibility to report paid-in-full loans to VA as described in paragraph 7.01 of the Lender's Handbook.


�SYMBOL 183 \f "Symbol" \s 10 \h�	A request that each lender review its portfolio to ensure that all VA loans which have been liquidated have been properly reported to VA.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Clarification that repayment in full of loans guaranteed for repurchase under the provisions of 38 CFR 36.4600 are to be reported.�
�
 


Coding�
Enter appropriate coding of all paid-in-full loans into LP.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Correct any coding errors that appear on the G/I Loan Rejected Register, COIN-GIL 04-01W.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Store the Loan Guaranty Certificates in a designated area until receipt of verification that the proper loan coding has been accepted into GIL.  Verify acceptance of valid coding entries into GIL using either:


�SYMBOL 168 \f "Symbol" \s 8 \h�	The G/I Loan Accepted Register, COIN-GIL 04-02W


�SYMBOL 168 \f "Symbol" \s 8 \h�	Monthly GIL Listings   OR


�SYMBOL 168 \f "Symbol" \s 8 \h�	The LGY Index.�
�
 


Destroy Paid-in-Full LGCs�
Once proper coding is confirmed, destroy the Loan Guaranty Certificates marked paid-in-full. �
�
 


12.05  Annotation of Loan Files Concerning IG, FBI, or Other Investigations of the Veteran


 


Annotate File�
Annotate the loan file if the case has been referred for investigation or there is an IG, FBI, or other investigative report, or a Monitoring Unit report, which indicates the veteran may have participated in activities which could cause a claim under the guaranty or other loss to the Government.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Include a flash notice that the loan case has been investigated and that action on a veteran's request for waiver or compromise of any resulting indebtedness should be deferred pending review of the report by the Committee on Waivers and Compromises and compliance with the provisions of 38 CFR 1.962(b). �
�
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12.05  Annotation of Loan Files Concerning IG, FBI, or Other Investigations of the Veteran, Continued


 


Annotate File (continued)�
�
�



�
�SYMBOL 168 \f "Symbol" \s 8 \h�	Include the date and complete subject line of any investigative report, if known.


�SYMBOL 168 \f "Symbol" \s 8 \h�	Do not include any conclusions of fraud or wrongdoing on the part of the veteran unless fully supported by evidence.�
�
 


Subsequent Request for Waiver or Compromise�
If the veteran subsequently requests a waiver or compromise of indebtedness:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Request referral of the investigative report from Central Office (264) 


�SYMBOL 168 \f "Symbol" \s 8 \h�	Provide the complete subject line and date of the report.





Return the report to Central Office (264) for filing upon conclusion of the actions of the Committee on Waivers and Compromises.�
�
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�
Dear XXXXXXXXXXX





     The Department of Veterans Affairs is conducting an audit of the information previously supplied by your firm to support an application for a VA-guaranteed home loan for the above-referenced applicant.  Please review the attached verification of employment or verification of deposit form and complete the lower portion of this letter.





     Please note that we are not asking for updated information, but are requesting verification that the attached form was completed by your firm and that the information is correct as of the date issued.  After you have completed the appropriate box below, please sign and return this letter to this office in the enclosed pre-addressed envelope.





     Your cooperation is very much appreciated.





                                       Sincerely yours,











                                      XXXXXXXXXXX


                                      Loan Guaranty Division





Enclosures:  VA Form 26-8497/26-8497a


                    Pre-addressed envelope








�SYMBOL 183 \f "Symbol" \s 10 \h�	The attached verification form on the referenced applicant is factual as of the date issued by our firm.





OR





�SYMBOL 183 \f "Symbol" \s 10 \h�	 The attached verification form is not factual for the following reasons:


       ___________________________________________________


       ___________________________________________________


       ___________________________________________________


       ___________________________________________________





____________________________                ___________________


Signature and Title                                                         Date�
�
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