Chapter 1  Station Procedures Regarding VA Lenders
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How to Use this Chapter


 


Introduction�
This chapter describes station responsibilities with regard to lenders that wish to participate in the VA home loan program.  It provides procedures for:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Processing lender requests


�SYMBOL 183 \f "Symbol" \s 10 \h�	Monitoring and documenting lender activities and changes that impact VA participation and/or automatic loan processing authority


�SYMBOL 183 \f "Symbol" \s 10 \h�	Assisting and training lenders.





Become familiar with the definitions, requirements, and policy described in chapter 1 of the Lender's Handbook before applying the procedures in this chapter.�
�



�
Section�
Heading�
�
Subjects in this Chapter�
1.01  How to Set Up a New VA Lender in Your Station's Jurisdiction �
�SYMBOL 183 \f "Symbol" \s 10 \h�	Lender with Home Office in Your Station's Jurisdiction


�SYMBOL 183 \f "Symbol" \s 10 \h�	Lender with Home Office in Another Jurisdiction�
�
�
1.02  How to Process a Request for Recognition as a Supervised Lender�
�SYMBOL 183 \f "Symbol" \s 10 \h�	Procedures�
�
�
1.03  How to Process a Request for Automatic Authority from a Nonsupervised Lender�
�SYMBOL 183 \f "Symbol" \s 10 \h�	Procedures�
�
�
1.04  How to Process Other Types of Lender Requests�
�SYMBOL 183 \f "Symbol" \s 10 \h�	Responsibility


�SYMBOL 183 \f "Symbol" \s 10 \h�	Scope of a lenders automatic authority


�SYMBOL 183 \f "Symbol" \s 10 \h�	Application for Underwriters for Nonsupervised Automatic Lenders


�SYMBOL 183 \f "Symbol" \s 10 \h�	Recognition of Agents


�SYMBOL 183 \f "Symbol" \s 10 \h�	Lender Appeal of Denial�
�
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How to Use this Chapter, Continued


  


�
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�
Subjects in this Chapter (continued)�
1.05  Station Responsibilities During Nonsupervised Automatic Lender's One-Year Probationary Period�
�SYMBOL 183 \f "Symbol" \s 10 \h�	Assist and Train


�SYMBOL 183 \f "Symbol" \s 10 \h�	Review Loan Submissions


�SYMBOL 183 \f "Symbol" \s 10 \h�	Make Recommendation to Central Office�
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�SYMBOL 183 \f "Symbol" \s 10 \h�	Review of Loans
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�SYMBOL 183 \f "Symbol" \s 10 \h�	Collect Annual Fees and Financial Statements�
�
�
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�SYMBOL 183 \f "Symbol" \s 10 \h�	See Chapter 13 of this Manual�
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1.09  Lender Training�
�SYMBOL 183 \f "Symbol" \s 10 \h�	Conduct Regular Training Sessions


�SYMBOL 183 \f "Symbol" \s 10 \h�	Coordinate with Other Stations


�SYMBOL 183 \f "Symbol" \s 10 \h�	Training Software


�SYMBOL 183 \f "Symbol" \s 10 \h�	Maintain Records�
�
�
1.10  Onsite Visits�
�SYMBOL 183 \f "Symbol" \s 10 \h�	Make Regular Visits to Lenders


�SYMBOL 183 \f "Symbol" \s 10 \h�	Maintain Records�
�
�
1.11  Lender Fees�
�SYMBOL 183 \f "Symbol" \s 10 \h�	When Required and Amount
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�
�seq chapter \h \r1�1.01  How to Set Up a New VA Lender in Your Station's Jurisdiction





Lender with Home Office in Your Station's Jurisdiction�
The following chart lists steps to be taken when a first-time lender with its home office located in your station's jurisdiction wishes to begin making VA loans.  This also applies to a lender reentering the program after a lapse of several years.�
�



Step�
Action�
�
1�
Collect the information specified in paragraph 1.02 of the Lender's Handbook.�
�
2�
Establish a lender file or update the existing file.  Input information into Expanded Lender Information (ELI).�xe "Lender:file"��xe "Lender:new lender:lender file"��
�
3�
Verify whether VA or HUD ever debarred or took adverse action against any officers, principals, or personnel who are currently involved with the lender's VA lending.  If so, consult Central Office (262a).�xe "Lender:new lender:sanctions against employees"��
�
4�
Determine whether extra scrutiny of the lender's loans will be needed and to what extent.�
�
5�
Identify the training needs of the lender's personnel.�
�
6�
Assign a VA ID Code if lender does not have one.�xe "Lender:ID Code"��xe "Coding:lender ID"�


�SYMBOL 183 \f "Symbol" \s 10 \h�	See instructions in chapter 2 of M26-7.�
�
7�
Provide information to the lender as needed:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Lender's Handbook (you may suggest they download this or get a copy from All Regs)


�SYMBOL 183 \f "Symbol" \s 10 \h�	VA Poster 26-77-2, Equal Opportunity Lender


�SYMBOL 183 \f "Symbol" \s 10 \h�	Any other information deemed relevant.�
�
8�
Place lender on appropriate mailing list(s) to receive future VA loan guaranty publications.�
�
 �xe "Lender:new lender"�


Lender with Home Office in Another Jurisdiction�
For an existing VA lender with its home office located outside your station's jurisdiction that wishes to begin making VA loans in your station's jurisdiction:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Collect the information specified in paragraph 1.03 of the Lender's Handbook


�SYMBOL 183 \f "Symbol" \s 10 \h�	Contact the station serving the lender's home office, as needed, to identify any problems with the lender and coordinate any necessary training.�
�
 


�


1.02  How to Process a Request for Recognition as a Supervised Lender


 


Procedures�
The station with jurisdiction over the lender's home office will process a request for recognition as a supervised lender. Follow these procedures:�
�



Step�
Action�
�
1�
Collect the information specified in paragraph 1.04 of the Lender's Handbook.�
�
2�
Request a Regional Counsel opinion as to the supervised status of the lender.�
�
3�
Determine whether the lender is supervised based on the Regional Counsel opinion and the lender's submission.�
�
4�
If uncertain, forward the Regional Counsel's opinion and the lender's submission to Central Office (262a) for review.�
�
5�
Inform the lender of the decision by letter.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Send a copy to stations serving states in which the lender will be operating, and input lender information into ELI.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Retain a copy of the letter, lender submission, and Regional Counsel opinion in the lender file.�
�
 �xe "Lender:supervised:recognition as"��xe "Supervised lender" \t "see Lender" \i�


1.03  How to Process a Request for Automatic Authority from a Nonsupervised Lender


 


Procedures�
[The station with jurisdiction over the lender's home office will review the application for automatic authority and make a determination.   Follow these procedures:]�
�



Step�
Action�
�
1�
Ensure the lender has provided all forms and documentation specified in paragraph 1.05 of the Lender's Handbook, as well as appropriate fees.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Obtain any missing information or fees from the lender.


�SYMBOL 183 \f "Symbol" \s 10 \h�	See Section 1.11 of this chapter for instructions on how to process fees.�
�



Continued on next page


�



1.03  How to Process a Request for Automatic Authority from a Nonsupervised Lender, Continued


 


Procedures (continued)�
�



Step�
Action�
�
2�
Complete VA Form 26-8736b, Checklist/Request for Authority to Close Loans on an Automatic Basis-Nonsupervised Lenders, including specific information concerning, but not limited to:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Completeness of loan submissions and/or irregularities in loan procedures


�SYMBOL 183 \f "Symbol" \s 10 \h�	Quality of loan submissions for prior approval


�SYMBOL 183 \f "Symbol" \s 10 \h�	Frequency of loan terminations, especially within the first 3 years of origination


�SYMBOL 183 \f "Symbol" \s 10 \h�	Quality of the lender's servicing


�SYMBOL 183 \f "Symbol" \s 10 \h�	Ratio of rejected loan submissions to total applications


�SYMBOL 183 \f "Symbol" \s 10 \h�	Lender's responsiveness to training and counseling


�SYMBOL 183 \f "Symbol" \s 10 \h�	Timeliness and cooperation in providing requested supplemental information


�SYMBOL 183 \f "Symbol" \s 10 \h�	Any demonstrated inability to understand VA requirements


�
�
3�
[Determine if the lender meets all the requirements listed in section 1.05, How a Nonsupervised Lender Applies for Automatic Authority, of the Lender’s Handbook.  This is the most critical step.  Reviewers should be thoroughly familiar with the requirements. 


�
�
4�
If the lender meets all the requirements, the application can be approved.  A letter (Exhibit A) will then be sent out over the LGO’s signature.  Copies do not need to be sent to CO.





If the lender does not meet the requirements, a letter of disapproval (Exhibit B) will be mailed over the LGO’s signature.  


�
�
5�
Input all pertinent lender data into ELI.�
�



Continued on next page





�
1.03  How to Process a Request for Automatic Authority from a Nonsupervised Lender, Continued


 


What if a disapproved lender requests a further review?�
Stations will review any additional information submitted by lenders seeking reconsideration of the disapproval.  If the station is still unable to approve the application the lender will be notified by letter.





If the lender wants to appeal the decision, submit the lender’s application and any supporting documentation to Central Office.


  


Loan Policy will review the material and make a final decision as to whether or not the requirements were properly applied. ]�
�
�xe "Agent:recognition of " \r "Agents"��xe "Lender:agent:recognition of" \r "Agents"� 


1.04  How to Process Other Types of Lender Requests


�xe "Agent:recognition of " \r "Agents"��xe "Lender:agent:recognition of" \r "Agents"� 


[Scope of a lenders automatic authority�
Lenders with automatic authority have nationwide approval.]�
�
�xe "Agent:recognition of " \r "Agents"��xe "Lender:agent:recognition of" \r "Agents"� 


Responsibility�
The station with jurisdiction over the lender's home office will perform the tasks described in this section, unless otherwise specified.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Forward any request received from a lender with its home office outside your jurisdiction to the appropriate station.�
�
 


Application for Underwriters for Nonsupervised Automatic Lenders�
Process a nonsupervised automatic lender's request for approval of an underwriter as follows:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Ensure the lender has submitted VA Form 26-8736a, Nonsupervised Lender's Nomination and Recommendation of Credit Underwriter, and documentation that the requirements of paragraph 1.07 of the Lender's Handbook are met, as well as the appropriate fees.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Obtain any missing information or fees from the lender.


A separate fee is required for each underwriter nominated.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Evaluate and send approval or rejection letter to the lender.


	Send copies of letter to affected stations.


Input approved underwriter information into ELI�xe "Lender:automatic authority:underwriter approval"��xe "Underwriter approval"��
�



Continued on next page


�
1.04  How to Process Other Types of Lender Requests, Continued


 





Recognition of Agents �
A lender must request VA recognition of:


�SYMBOL 183 \f "Symbol" \s 10 \h�	An ongoing relationship with an agent


�SYMBOL 183 \f "Symbol" \s 10 \h�	An agent that will close loans for the lender in the agent's name.





Process a request for recognition of an agent as follows:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Ensure the lender has submitted a corporate resolution meeting the requirements of paragraph 1.08 of the Lender's Handbook and the appropriate fees.


�SYMBOL 168 \f "Symbol" \s 8 \h�	If inadequate, obtain a satisfactory corporate resolution and/or fees from the lender.


�SYMBOL 168 \f "Symbol" \s 8 \h�	For multiple requests, a separate fee must be paid for each agent.


�SYMBOL 168 \f "Symbol" \s 8 \h�	In the case of a simultaneous request for an extension based on a new agent's area of operation, no separate fee is charged for the extension.


�SYMBOL 168 \f "Symbol" \s 8 \h�	If a nonsupervised automatic lender requests agent recognition, but not an extension to a new state that the agent will operate in, process the request as if it is both an agent and extension request.


�
�
�xe "Agent:recognition of " \r "Agents"��xe "Lender:agent:recognition of" \r "Agents"��
�SYMBOL 183 \f "Symbol" \s 10 \h�	Send VA's written recognition of the agency arrangement to the lender.


�SYMBOL 168 \f "Symbol" \s 8 \h�	Include a statement that each agent is responsible for contacting the VA station with jurisdiction over the agent's home office to obtain a lender ID code.�xe "Agent:ID Code"��xe "Lender:agent:ID Code"��xe "Coding:lender ID:agent"�


�SYMBOL 168 \f "Symbol" \s 8 \h�	Send a copy of the letter to affected stations.


Input into ELI


�xe "Agent:lender file"��xe "Lender:file"��xe "Lender:agent:file"��
�



 �



1.05  Station Responsibilities During Nonsupervised Automatic Lender's One-Year Probationary Period


 


Assist and Train�
Upon request, advise and assist lender on VA loan processing.


Hold Training sessions on automatic processing.


Encourage lender personnel involved in VA lending, not previously trained, to attend.�xe "Training:lender"��xe "Lender:training"��
�
  


Review Loan Submissions�
Each station receiving loan submissions from the lender will perform a complete review, including underwriting analysis, for:


�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, routine review. 





Note loan deficiencies that show a pattern:


Veteran complaints


Submission of incomplete loan packages


Failure to fund loans and/or honor commitments


Reports of early defaults (Liquidation and Claim Systems Record Print Out    23, RPO 23) resulting from underwriting deficiencies.


Early defaults not caused by underwriting deficiencies should be documented  as such.�
�
 


[Probationary Period�
Each station receiving loan submissions from the lender will, prior to the end of the probationary period, review the lender file and determine if the probationary period should be terminated, extended or automatic authority be withdrawn.  If terminated or extended a letter should be sent out over the LGO’s signature.  See below for instructions on withdrawing automatic authority.  �
�
  


Withdrawal of Automatic Authority during Probationary Period�
Withdrawal of automatic authority can be done any time during the probationary period based on poor underwriting and/or consistently careless processing.


Give the lender a reasonable opportunity to correct the problems


If lender does not, provide a recommendation for withdrawal of automatic authority to Central Office (262A) with documentation of the deficiencies.]


�
�
  


�
1.06  Ongoing Station Monitoring of Automatic Lenders


 


Review of Loans�
Stations receiving loan submissions from an automatic lender review a sample of such loans, generally after evidence of guaranty is issued. Information on postaudit review, full review, and review of early default loans is found in chapter 12 of this manual.


 �SYMBOL 183 \f "Symbol" \s 10 \h�	Maintain a record of deficiencies in the lender's file and, if appropriate based on the frequency and seriousness of the deficiencies, discuss the deficiencies with the lender's liaison or appropriate level individual.�
�
�xe "Review:loan:automatic lender" \r "review"�


Monitor Use of Automatic Authority and Claims Experience�
Monitor frequency of use of automatic authority and guaranty claims experience.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Compare each lender's liquidation rate with that of all lenders operating in its jurisdiction using COIN/GIL 30-01B, Lender Activity on Guaranteed Loans - All Loans Processed Under Section 3710, which provides data by fiscal year as well as two 5-fiscal year groups.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Provide training and guidance to correct problems.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Reevaluate automatic authority if problems are not corrected.�xe "Lender:automatic authority:frequency of use"��
�
  


Evaluate Changes in Lender's Operation  (Merger/�Acquisition, etc.)�
An automatic lender must inform the station with jurisdiction over its home office whenever:


�SYMBOL 183 \f "Symbol" \s 10 \h�	It undergoes a merger or acquisition


OR


�SYMBOL 183 \f "Symbol" \s 10 \h�	There is any other change in its corporate structure, operations, supervision, or financial condition which may have a bearing on its continued qualifications for automatic authority.





Because some lenders do not notify VA of such changes, be alert to changes in the president or company name as an indication that there has been a change of ownership, and request information from the lender accordingly.





The fee for processing a merger/acquisition is $100 (the minimum fee for VA administrative actions).�
�






Continued on next page





�
1.06  Ongoing Station Monitoring of Automatic Lenders,  Continued 


�
Follow these steps to process a merger/acquisition or other significant change:�
�



Step�
Action�
�
1�
Ensure the lender has submitted sufficient facts to make a determination on automatic authority, as well as the $100 fee.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Obtain any additional information needed or missing fee from the lender.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Section 1.11 of this chapter explains how to process fees.�
�
2�
IF the lender operates in the jurisdiction of your station only, or your station and one other station, the station with jurisdiction over the lender's home office will perform step 3.  





IF the lender operates in the jurisdiction of more than 2 stations, forward all relevant documentation and proof of payment of the fee to Central Office (262a) for a determination.  Skip to step 4.�
�
3�
Determine whether the lender, after undergoing the merger/acquisition or other significant change, continues to have automatic authority. 





IF the answer is clearly yes, write a letter to the lender which includes recognition of the merger/acquisition or other change and establishment of:


�SYMBOL 183 \f "Symbol" \s 10 \h�	The remaining entity's name


�SYMBOL 183 \f "Symbol" \s 10 \h�	The lender's authority (including LAPP)


�SYMBOL 183 \f "Symbol" \s 10 \h�	VA ID Code


�SYMBOL 183 \f "Symbol" \s 10 \h�	Principal personnel of the lender


�SYMBOL 183 \f "Symbol" \s 10 \h�	Authorized agents.


Input information in to ELI.  Skip to step 5.





IF you are not sure, or you believe the answer is no, submit all relevant documentation and proof of payment of the fee to Central Office (262a) for a determination.  Go to step 4.





NOTE:  A change in ownership of a nonsupervised automatic lender always extinguishes the automatic authority of the lender unless the new entity is supervised.  Submit these types of cases to Central Office (262a) unless the new entity is clearly supervised.�
�



Continued on next page


�
1.06  Ongoing Station Monitoring of Automatic Lenders,  Continued


 


Evaluate Changes in Lender's Operation (Merger/Acquisition, etc.) (continued)�
�



Step�
Action�
�
4�
Central Office will notify the lender and station(s) of its decision.


�SYMBOL 183 \f "Symbol" \s 10 \h�	During the interim, the lender's automatic authority continues, unless, in the case on a nonsupervised lender, the lender no longer has an approved underwriter.


�SYMBOL 183 \f "Symbol" \s 10 \h�	If the new entity is a nonsupervised lender without automatic authority, it must submit a new application for automatic authority with the appropriate fee.�
�
5�
Update ELI lender records to reflect the changes. �
�
�xe "Mergers and acquisitions" \t "see Lender" \i��xe "Acquisitions and mergers" \t "see Lender" \i�


Maintain �xe "Lender:automatic authority:impact of mergers, acquisitions, etc." \r "mergers"��xe "Lender:mergers and acquisitions" \r "mergers"�Records�
Update ELI lender file/records to reflect all decisions on agents, underwriters, extensions, regional underwriting offices, etc., made by your station, other stations, or Central Office for lenders operating in your jurisdiction.�xe "Lender:file"��
�
  


Collect Annual Fees and Financial Statements�
See Section 1.11 of this chapter for instructions on how to process fees.





Nonsupervised Lenders with Automatic Authority


The station with jurisdiction over the lender's home office will establish a follow-up system to ensure the following items are received within 120 days of the end of the lender's fiscal year:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Annual financial statements audited and certified by a Certified Public Accountant in a format meeting the criteria of paragraph 1.05a of the Lender's Handbook


�SYMBOL 183 \f "Symbol" \s 10 \h�	Annual fees specified in paragraph 1.09a(1) of the Lender's Handbook.


�xe "Lender:automatic authority:annual fees" \r "fees"��xe "Fees:automatic lender:annual" \r "fees"��xe "Lender:fees" \r "fees"��xe "Lender:financial statements" \r "fees"��
�



Continued on next page


�
1.06  Ongoing Station Monitoring of Automatic Lenders,  Continued


 


 Collect Annual Fees and Financial Statements (continued)�
�



 �
Supervised Lenders


The station with jurisdiction over the lender's home office will establish a follow-up system to ensure the fees specified in paragraph 1.09b(2) of the Lender's Handbook for agent renewals are remitted by January 31 of each year.


�SYMBOL 183 \f "Symbol" \s 10 \h�	No financial statements or other annual fees are required.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Retain copies in the lender file.�xe "Lender:supervised:annual fees"�





Initial Fee Just Paid Recently


If a lender has an agent recognized, automatic authority approved, or a regional office approved for the first time


AND


The annual renewal fee for such item comes due within 3 months of that initial recognition/approval


THEN


No annual fee is due for that particular item until the following fiscal or calendar year, as appropriate.


HOWEVER


The lender must still submit everything else due for the current year including:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Annual fees due for other items; e.g., agents recognized more than 3 months prior to annual renewal time


�SYMBOL 183 \f "Symbol" \s 10 \h�	Financial statements (for nonsupervised automatic lenders).�
�
 


 1.07  Withdrawal of Automatic Authority


 


Station Authority�
Stations have the authority to:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Withdraw a lender's automatic authority for 60 days after consultation with Central Office (262a)


�SYMBOL 183 \f "Symbol" \s 10 \h�	Recommend that longer periods of withdrawal be imposed by Central Office (262a).�xe "Sanctions:withdrawal of automatic authority:authority of station"��
�
  


Continued on next page





�
1.07  Withdrawal of Automatic Authority, Continued





Basis�
Automatic authority can be withdrawn from both supervised and nonsupervised lenders for:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Failure to continue meeting qualifying criteria for automatic authority


�SYMBOL 183 \f "Symbol" \s 10 \h�	Imprudent lending practices


�SYMBOL 183 \f "Symbol" \s 10 \h�	Other practices prohibited by law or regulations.�xe "Sanctions:withdrawal of automatic authority:basis for"��
�
 


See Chapter 13 of this Manual�
Sections 13.06 through 13.09 explain:


�SYMBOL 183 \f "Symbol" \s 10 \h�	The basis for such actions


�SYMBOL 183 \f "Symbol" \s 10 \h�	The documentation required


�SYMBOL 183 \f "Symbol" \s 10 \h�	Procedures to be followed.�xe "Sanctions:withdrawal of automatic authority" \r "withdrawal"��xe "Lender:sanctions against" \t "see Sanctions" \i��xe "Lender:automatic authority:withdrawal of" \r "withdrawal"��
�
 


1.08  Lender ID Codes


 


Responsibility�
The station with jurisdiction over a lender or agent's home office is responsible for assigning an initial ID Code to that lender or agent.





Thereafter, a station with a branch office of a lender or agent located within its jurisdiction is responsible for assigning a branch office code.�
�
 


How to Assign Lender or Agent ID Codes�
Apply the rules specified in chapter 2 of M26-7. 





Assign an ID code to an agent using the same method applied to a lender not functioning as an agent.





Assign an 11 digit ID Code to a lender or agent (######  ####  #) as follows:�
�
 





Continued on next page


�
1.08  Lender ID Codes, Continued


 


How to Assign Lender or �styleref "Block Label"�How to Assign Lender or Agent ID Codes� (continued)�
�



Digits�
Explanation�
�
First 6�
These 6 digits are assigned by the station with jurisdiction over the lender's home office and always stay the same for that lender.


�SYMBOL 183 \f "Symbol" \s 10 \h�	An entity which functions sometimes as a lender, and other times as an agent, uses the same 6 digit code for both.


�SYMBOL 183 \f "Symbol" \s 10 \h�	A lender which operates out of home and branch offices uses the same 6 digit code for all locations.�
�
7th 


and 


8th�
Assign "00" for the lender's home office.





For a branch office, assign the FIPS number for the state in which the branch office is located (See M26-7, appendix C).�
�
9th


 and


 10th �
Assign "00" for the lender's home office.





For a branch office, assign a 2 digit branch code.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Up to 99 branch codes can be established in each state.�
�
Last�
This check digit is automatically generated based on the first 10 digits.�
�
 


Agent Coding Issues�
When entering an individual loan record into LP or GIL, input both the agent's ID Code and the sponsoring lender's ID Code into the proper (lender or agent) field.  This enables:


�SYMBOL 183 \f "Symbol" \s 10 \h�	A determination of whether a lender is acting as an agent on a particular loan


�SYMBOL 183 \f "Symbol" \s 10 \h�	Tracking of a lender's loan processing and default performance.





Correct the coding on any agents that were previously assigned ID Codes using methods other than the method described in the "How to Assign Lender or �styleref "Block Label"�Agent Coding Issues�" heading in this section.  ID Codes which need correction include those which provided a unique agent ID Code for each sponsoring lender/agent relationship.�
�
 �xe "Lender:ID Code" \r "Idcodes"��xe "Agent:ID Code" \r "Idcodes"��xe "Lender:agent:ID Code" \r "Idcodes"��xe "Coding:lender ID" \r "Idcodes"��xe "Coding:lender ID:agent" \r "Idcodes"�


�
1.09  Lender Training


 


Conduct Regular Training Sessions�
Conduct regular training sessions with lender personnel operating in your jurisdiction to make them aware of VA requirements, credit standards, regulations, procedures, etc.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Advise lenders a representative of their firm should attend a minimum of one training session per year


	More often if greater need is identified by VA for the lender.�
�
�



Expose the maximum number of lenders to training considering resources.


Example - Coordinate with local Mortgage Banker Associations to reach a large audience and/or secure training sites.





Be responsive to reasonable lender requests for additional training outside of a large group setting.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Examples - New lender, lender with high turnover, or frequent deficiencies found on post audits.





Train other groups involved in the VA home loan program such as real estate professionals and builders.�
�
 


Coordinate with Other Stations�
Contact other stations to exchange helpful training information and coordinate training in areas where participants operate in more than one state.�
�
  


Training Software�
Encourage lenders to obtain free copies of VA training software which covers VA loan processing and appraisal issues. Contact Central Office (265B) for current instructions on how lenders may obtain such software.�
�
 


Maintain Records�
Maintain records of all training in one central log and in individual lender files.�xe "Lender:training" \r "training"��xe "Training:lender" \r "training"��
�



�



1.10  Onsite Visits


 


Make Regular Visits to Lenders�
Maintain a program of regular visits to lenders, holders, and other program participants (e.g., realtors, builders) operating in your jurisdiction, as needed to:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Provide advice and assistance


�SYMBOL 183 \f "Symbol" \s 10 \h�	Foster efficient, economical business relationships


�SYMBOL 183 \f "Symbol" \s 10 \h�	Alert lenders to discrepancies in their submissions and suggest remedies


�SYMBOL 183 \f "Symbol" \s 10 \h�	Promote the VA home loan program.�
�
Maintain Records�
Maintain a log or file of all such contacts with a brief summary of the visit.�
�
  


1.11  Lender Fees


  


When Required and Amount�
See paragraph 1.11 of the Lender's Handbook to determine when fees are required and in what amount.�
�
 


How to Process�
When fees are remitted:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Route to Finance for deposit in General Ledger Account, 503383.01.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Agent cashier enters on VA Form 1027, Field Service Receipt - General:


	Check number in the "Description of Remittance" block 


	"Lender's Fees" in the "Purpose" block.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Finance personnel complete VA Form 1027 and provide remitter's copy to Loan Guaranty with incoming correspondence.�
�
 


Requests Received Without the Required Fee�
For any lender request which is not accompanied by the proper fee:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Contact the lender to request the fee


�SYMBOL 183 \f "Symbol" \s 10 \h�	Do not process the request until such fee is remitted.�
�
  


Annual Fees�
See the "Collect Annual Fees and Financial Statements" heading in Section 1.06 of this chapter.�xe "Fees:automatic lender"� �xe "Lender:fees"��
�
 


�
Exhibit A – Letter Approving Automatic Authority


 


Mr. or Ms.


Title


Company


Address


Address





Dear:  





We approved your application to close Department of Veterans Affairs (VA) loans on the automatic basis.  The purpose of this letter is to provide an overview of your responsibilities as a VA automatic lender.





What Should You Do First?


Contact us to obtain a lender ID number and to discuss processing procedures.  If you already have a VA ID number you do not need to get another one. 





Who Can Underwrite Your VA Loans?


We approved Name(s) as VA underwriter(s) for your company.  





(Optional Paragraph)


We did not approve your underwriter nominee, Name(s).  His/Her resume does not show that he/she has the required experience.  





Which Loans Cannot Be Closed on the Automatic Basis?


The following loans cannot be closed on the automatic basis: 


Joint loans.


IRRRL which the mortgage is 30 days or more past due. 


Supplemental loans.


Loans to veterans receiving non-service connected pension.


Loans to veterans rated incompetent by VA.


Loans for an affiliate.





These loans must be submitted to VA for underwriting.





To close loans for an affiliate you must request approval from VA by following the instructions in Chapter 1 of the VA Lender’s Handbook.





Continued on next page
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You Are Subject to a One-Year Probationary Period


You are subject to a probationary period of one year, during which time VA will carefully review the quality of the your underwriting, completeness of loan submissions, compliance with VA requirements and procedures, and delinquency and foreclosure rates.


VA may withdraw your automatic authority at any time during the probationary period based on consistently poor underwriting and/or processing.


At the expiration of the probationary period, VA will send you written notice of its decision to terminate the probationary period, extend it, or revoke automatic authority.





You Must Inform VA of Changes Impacting Your Automatic Authority


You must immediately report changes that may impact your automatic authority to this office.  This includes changes in your corporate structure, officers, or underwriting staff.





Lender Appraisal Processing Program (LAPP)


(Optional Paragraph – if not LAPP)  We encourage you to apply for participation in VA’s Lender Appraisal Processing Program (LAPP).  As a participant in LAPP, you would review appraisal reports and issue Notices of Value instead of receiving Certificates of Reasonable Value from us.  This reduces processing time and expedites the closing of loans.  Chapter 15 of the VA Lender’s Handbook has more details on the program and explains how to apply.





(Optional Paragraph – if LAPP)  Name(s), SAR #, is approved as a staff appraisal reviewer for your company.  Therefore, you may participate in (LAPP).  





Annual Requirements


You are required to submit the following to this office within 120 days from the end of your fiscal year:


An audited financial statement showing either


a minimum of $50,000 working capital, or


a minimum of $250,000 in adjusted net worth.


A list of VA-recognized agents you want to renew, if any.


The annual fees specified in Section 1.11.


A list of principal officers.





For additional information on these requirements refer to Chapter 1 of the VA Lender’s Handbook.





Continued on next page
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Where Can You Find Additional Information?


You can find additional information on the VA Home Loan Program at www.homeloans.va.gov.  This site is the primary source for handbooks, program changes and updates.  We recommend you visit the site on a regular basis.  You may also contact us at


1-888-888-8888 or e-mail us at (insert appropriate address).





Sincerely,











Loan Guaranty Officer





 





�
Exhibit B – Letter Denying Automatic Authority


 


Name


Title


Company


Address


Address





Dear Mr./Ms. Last name:





We cannot approve your company’s request for authority to close Department of Veteran’s Affairs (VA) guaranteed loans on an automatic basis at this time.  Our decision is based on the information you provided in your application.  This letter explains our decision.  





(Optional Paragraph)


Your Company Does Not Meet Our Experience Requirements


Lenders must meet one of the following requirements:  





Company Experience


Your company must have been actively originating VA loans for the past 2 years AND must have originated and closed at least 10 VA loans during that period, OR


If your company does not have 2 years VA experience, it must have originated and closed at least 25 VA loans.  





Note:  We do not include Interest Rate Reduction Refinancing Loans (IRRRLs) in the number of loans originated and closed, since no underwriting is involved.





	Our records indicate your company has closed (insert “only #” or “no”) loans during the past 2 years.





2.  Principal Officer Experience 


All principal officers who manage loan origination functions must have 2 recent years experience managing VA mortgage lending.  For this purpose, “recent” means within the past 5 years.





Based on the resumes of your principal officers, we are unable to verify that they have the required management experience in the origination of VA loans. 





Continued on next page
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Experience as Agent  


Your company must have been acting as an agent for a VA automatic lender for the past 2 years AND must have originated at least 10 VA loans (excluding IRRRLs) during that period, OR


If your company does not have 2 years VA experience as an agent, it must have originated at least 25 VA loans (excluding IRRRLs).  





If your firm has been acting as an agent and meets one of the above criteria, please submit the documentation as required in Section 1.05, Chapter 1 of the VA Lender’s Handbook.





(Optional Paragraph)


Your Underwriter Does Not  Meet Our Underwriter Experience Requirement 


We could not approve Name as your underwriter.  His/Her resume does not show that he/she has 3 years experience in processing, preunderwriting or underwriting mortgage loans.  This must include 1 year of making underwriting decisions on VA loans.





(Optional Paragraph)


Your Company Does Not Meet Our Financial Requirements 


We require lenders to have at least $50,000 in working capital or an adjusted net worth of $250,000.  Your financial statements did not show that you met either of these requirements. 





(Optional Paragraph)


You Do Not Have Unrestricted Lines of Credit Totaling $1 Million 


You must have one or more unrestricted lines of credit totaling at least $1 million. You did not provide documentation which shows that you have the required lines of credit.





(Optional Paragraph)


You Do Not Have at Least Two Permanent Investors


VA requires lenders to have at least two permanent investors.  Your application did not include the name and addresses of your investors. 





Continued on next page
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 (Optional paragraph):


Your Quality Control Plan Does Not Meet VA’s Requirements 


The Quality Control Plan that you submitted does not contain all of the requirements of Section 1.05, Chapter 1 of the VA Lender’s Handbook.  A detailed list of requirements can be found in Figure 1-B of the Handbook.





If You Disagree With Our Decision  


If you disagree with our decision and have additional documentation showing that you qualify, you should:


Thoroughly review Chapter 1 of the VA Lender’s Handbook to determine what documentation we require, and


Submit that documentation to this office.





You May Make VA Loans Now on a Prior Approval Basis. 


Although you may not close VA loans on an automatic basis, you may submit VA loan applications on a prior approval basis to this office or continue to originate loans for your sponsoring lender. 





If You Have Additional Questions


If you have additional questions, contact ************ at 1-888-*********** or by email at ************.





Sincerely,











Loan Guaranty Officer





 











�
Exhibit C – Letter Requesting Additional Information to Process Automatic Application


 


Name


Title


Company


Address


Address





Dear Mr./Mrs.:





We have received your application for VA automatic authority but it was not complete.  This letter will explain what additional information or documentation we need to continue processing your application.





(Optional Paragraph)


Unrestricted Lines of Credit Totaling $1 Million


You must have one or more unrestricted lines of credit totaling at least $1 million.  Provide us with evidence of these lines of credit.





(Optional Paragraph)


Permanent Investors


We require lenders to have at least two permanent investors.  Provide the names and address of your investors.





(Optional Paragraph)


Quality Control Plan


The Quality Control Plan that you submitted does not contain all of the requirements of Section 1.05, Chapter 1 of the Lender’s Handbook.  A detailed list of requirements can be found in Figure 1-B of the Handbook.





If You Have Additional Questions


If you have additional questions, contact ********** at 1-888-************ or by email at ************.





Sincerely,











Loan Guaranty Officer
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