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Chapter 6  How to Process Loan Submissions and Issue Evidence of Guaranty
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How to Use This Chapter


 


Introduction�
This chapter provides station procedures for processing loan submissions from the point of setting up a loan file through issuing evidence of guaranty.  It includes procedures for reviewing prior approval loans and issuing Certificates of Commitment and loan rejections.





Become familiar with chapter 4 of the Lender's Handbook, entitled "Loan Procedures," in order to effectively perform the functions described in this chapter.  


�SYMBOL 183 \f "Symbol" \s 10 \h�	Refer to the Lender's Handbook for lists of documentation required with loan submissions and other details. �
�
 


�
Section�
Heading�
�
Subjects in this Chapter�
6.01  How to Set Up a Loan File,  Assign Loan Number, and Track Processing Activities �
�SYMBOL 183 \f "Symbol" \s 10 \h�	Set Up the Loan File


�SYMBOL 183 \f "Symbol" \s 10 \h�	Assign a VA Loan Identification Number (LIN)


�SYMBOL 183 \f "Symbol" \s 10 \h�	Establish Tracking System


�SYMBOL 183 \f "Symbol" \s 10 \h�	Input Data and Dispose of Records�
�
�
6.02  Acceptability of Imaged Documents from Lenders�
�SYMBOL 183 \f "Symbol" \s 10 \h�	How do Lenders Use Imaged Documents?


�SYMBOL 183 \f "Symbol" \s 10 \h�	Are Imaged Documents Acceptable to VA?�
�
�
6.03  How to Process a Prior Approval Loan (Pre-Closing)�
�SYMBOL 183 \f "Symbol" \s 10 \h�	Evaluate the Application


�SYMBOL 183 \f "Symbol" \s 10 \h�	Special Procedures for Veterans Receiving a VA Pension


�SYMBOL 183 \f "Symbol" \s 10 \h�	Notify of Withdrawal or Rejection


�SYMBOL 183 \f "Symbol" \s 10 \h�	Issue Certificate of Commitment


�SYMBOL 183 \f "Symbol" \s 10 \h�	Annotate Conditional Commitments


�SYMBOL 183 \f "Symbol" \s 10 \h�	Review Changes Occurring Between Time of Commitment and Closing


�SYMBOL 183 \f "Symbol" \s 10 \h�	Cancel Certain Commitments Outstanding 6 Months or Longer


�SYMBOL 183 \f "Symbol" \s 10 \h�	Postaudit�
�
�
6.04  Loan Reporting and Issuance of Evidence of Guaranty�
�SYMBOL 183 \f "Symbol" \s 10 \h�	Waiver of 60-Day Limit for Reporting Loan


�SYMBOL 183 \f "Symbol" \s 10 \h�	How to Issue Evidence of Guaranty


�SYMBOL 183 \f "Symbol" \s 10 \h�	[What to do if the Required Funding Fee, Valid COE, or CRV/NOV is Missing?]


�SYMBOL 183 \f "Symbol" \s 10 \h�	Full Review Before Issuing LGC�
�
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�seq chapter \h \r6�6.01  How to Set Up a Loan File, Assign Loan Number, and Track Processing Activities  


 


Set Up the Loan File�
Establish a file containing all documents related to requests on a particular loan, including requests for a Certificate of Eligibility and/or guaranty.





Fasten papers to remain in the file permanently in chronological order on the left or right side of the file.





Print the VA Loan Identification Number (LIN) on the file tab and use it to identify that case for all purposes.�
�
 


Assign a VA Loan Identification Number (LIN)�
Assign a VA LIN using AAAP when an appraisal is requested for an individual property or group of properties ("master" appraisal).





When an appraisal has not previously been requested or the property was appraised on a "master," assign a VA LIN at the time of loan application or other action.  This may occur with:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Direct loan applications


�SYMBOL 183 \f "Symbol" \s 10 \h�	Prior approval cases in which an application is simultaneously received with a request for determination of reasonable value based on VA conversion of HUD Form 92800-5 or 92800-5b.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Applications involving individual lots or units appraised on a "master."  This requires a new LIN, different from the "master" LIN.





The VA LIN is comprised of the following 12 digits:�
�
 


Digit�
What it Identifies�
Where to Find the Number to Use�
Can it Change over the Life of the Loan?�
�
First and Second�
Office of Jurisdiction (OJ)


�SYMBOL 183 \f "Symbol" \s 10 \h�	The regional office that currently has responsibility for the loan. �
M26-7, paragraph 1.38, item 20�
Yes 


Due to changes in areas of respon-sibility�
�
Continued on next page  6-1
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6.01  How to Set Up a Loan File, Assign Loan Number, and Track Processing Activities, Continued


 


Assign a VA Loan Identification Number (LIN) (continued)�
�
�



Digit�
What it Identifies�
Where to Find the Number to Use�
Can it Change over the Life of the Loan?�
�
Third and Fourth�
Office of Origin (OO) 


�SYMBOL 183 \f "Symbol" \s 10 \h�	At the time the loan closed, the regional office that had jurisdiction over the area where the property securing the loan was located.�
M26-7, paragraph 1.41, item 5  (OO may differ from OJ due to office consolidations, etc.)�
No�
�
Fifth�
Loan Type (LT)


�SYMBOL 183 \f "Symbol" \s 10 \h�	The legal authority for VA to guarantee the loan and the fund backing the loan.�
Use 2 for:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Loan made under 38 U.S.C. 3712 for manufactured home.


OR


�SYMBOL 183 \f "Symbol" \s 10 \h�	Loan closed prior to 1/1/90.  Security is not a manufactured home.





Use 6 for:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Loan closed on or after 1/1/90. Security is not a manufactured home.�
No�
�
Last 7  digits�
Serial number�
Assigned by originating station�
No�
�
6-2  
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6.01  How to Set Up a Loan File, Assign Loan Number, and Track Processing Activities, Continued


Establish Tracking System�
Establish and maintain a tracking system to ensure that like-kind requests are processed in the order received, and follow-up is initiated on cases which have been placed in suspense pending receipt of additional documentation requested.�
�
 


Input Data and Dispose of Records�
For each file established, input data into the Loan Processing (LP) System in accordance with the instructions in appendix C, the LP System Guide, at the time of each processing transaction, including but not limited to:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Receipt of loan application


�SYMBOL 183 \f "Symbol" \s 10 \h�	Suspension of processing


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


�SYMBOL 183 \f "Symbol" \s 10 \h�	Issuance of the Loan Guaranty Certificate





Semiannual and Supplemental Alpha Listings of GIL records (microfiche reports COINS GIL 50-03A, 50-03B, 10-01A and 10-01B) contain information on all applications for guaranty.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Dispose of these in accordance with RCS VB-1, part I, item No. 12-211.000.





To dispose of files relating to withdrawn or rejected applications for guaranty:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Review the type of application termination (withdrawn, canceled or rejected) listed on computer-generated sheets produced 25 months after coding of the termination


�SYMBOL 183 \f "Symbol" \s 10 \h�	Ensure the computer-generated sheets accurately reflect the file status


�SYMBOL 183 \f "Symbol" \s 10 \h�	Dispose of withdrawn or rejected application files in accordance with RCS VB-1, part I, item Nos. 12-076.100 and 12-080.100


�SYMBOL 183 \f "Symbol" \s 10 \h�	Input corrective coding if the file shows the loan was later guaranteed.�
�
 


6.02  Acceptability of Imaged Documents from Lenders





How do Lenders Use Imaged Documents?�
When loan documents are received by a lender, the lender images or stores them on computer, then destroys the original documents.  The lender prints out the imaged documents and submits them to VA as the guaranty package.  Imaged documents are often of such good quality that they appear to be    �
�
   Continued on next page
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6.02  Acceptability of Imaged Documents from Lenders, Continued


 


How do Lenders Use Imaged Documents? (continued)�
�
�



�
originals.  The lender must retain the original COE and forward it with the guaranty package. Probably the only other original documents the lender will retain are the security instruments. �
�



Are Imaged Documents Acceptable to VA?�
Each lender that wishes to submit imaged documents to VA must obtain VA approval to do so.  VA Central Office will obtain information from the lender regarding the specifics of its particular imaging system and approve or deny the lender's request.  Refer all lender inquiries regarding the acceptability of imaged documents to Central Office (264)�
�
 


6.03  How to Process a Prior Approval Loan (Pre-Closing)   


 


Evaluate the Application�
Determine whether a Certificate of Commitment should be issued as follows: �
�



Step�
Action�
�
1�
Verify receipt and proper completion of all documents specified in paragraph 4.03b of the Lender's Handbook.  Obtain any missing items from the lender.�
�
2�
Verify that a valid Certificate of Eligibility (COE) has been submitted.


�SYMBOL 183 \f "Symbol" \s 10 \h�	If VA Form 26-1880, Request for Determination of Eligibility and Available Loan Guaranty Entitlement, and supporting evidence of service has been submitted in lieu of a COE:


�SYMBOL 168 \f "Symbol" \s 8 \h�	Request a determination of eligibility from appropriate personnel


�SYMBOL 168 \f "Symbol" \s 8 \h�	Suspend processing until a COE is issued.


�SYMBOL 183 \f "Symbol" \s 10 \h�	If the veteran is ineligible, do no further review of the application.�
�



Continued on next page
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6.03  How to Process a Prior Approval Loan (Pre-Closing), Continued   


Evaluate the Application (continued)�
�
�



Step�
Action�
�
2 (con-tinued)�
�SYMBOL 183 \f "Symbol" \s 10 \h�	If the veteran's available entitlement appears insufficient for the lender's needs:


�SYMBOL 168 \f "Symbol" \s 8 \h�	Discuss with the lender.


�SYMBOL 168 \f "Symbol" \s 8 \h�	If the veteran submits a certification of intent to dispose of presently owned property which secures a VA loan and obtain restoration of entitlement, continue the review.  (A conditional Certificate of Commitment may be issued in such cases if other qualifications are met.)�
�
3�
Verify that the occupancy requirement specified in paragraph 3.16 of the Lender's Handbook has been satisfied.�
�
4�
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.�
�
5�
Verify that the veteran's interest in the property will not be less than that prescribed in 38 CFR 36.4350.


�SYMBOL 183 \f "Symbol" \s 10 \h�	If the veteran has been rated incompetent by VA, consult with the Guardianship Section to ensure VA has no objection to the estate being encumbered.�
�
6�
Verify that the property is suitable for dwelling purposes (as evidenced by issuance of VA Form 26-1843), and that the loan will not exceed the reasonable value of the security .�
�
7�
Underwrite the loan.


�SYMBOL 183 \f "Symbol" \s 10 \h�	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�	Complete the loan analysis screen in the LP system.


�SYMBOL 183 \f "Symbol" \s 10 \h�	If the applicant receives a VA pension, see the "Special Procedures for Veterans Receiving a VA Pension" heading below.


�SYMBOL 183 \f "Symbol" \s 10 \h�	If the monthly debt payments to monthly income ratio exceeds 41%, see the "Debt/Income Ratio Above 41% on Prior Approval Loan" heading in section 5.01.


�SYMBOL 183 \f "Symbol" \s 10 \h�	For joint loans see the "How to Underwrite a Joint Loan" heading in section 10.01�
�
Continued on next page
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6.03  How to Process a Prior Approval Loan (Pre-Closing), Continued   


 Evaluate the Application (continued)�
�



Step�
Action�
�
7(con-tinued)�
�SYMBOL 183 \f "Symbol" \s 10 \h�	For IRRRLs to refinance loans 3 or more payments past due see section 9.02.�
�
8�
If the veteran's attorney-in-fact seeks to use the veteran's entitlement, verify whether paragraphs 7.08d(1) and (2) of the Lender's Handbook have been complied with.�
�
9�
Enter loan information and actions taken into LP.�
�
 


Special Procedures for Veterans Receiving a VA Pension�
If the veteran receives a VA pension, suspend processing of the loan application and submit the following to Adjudication:


�SYMBOL 183 \f "Symbol" \s 10 \h�	A request for income/net worth verification on VA Optional Form 41 (see sample provided in exhibit 6-A)


�SYMBOL 183 \f "Symbol" \s 10 \h�	A copy of all income and net worth information submitted on the veteran and any co-borrowers.  This can include:


�SYMBOL 168 \f "Symbol" \s 8 \h�	Verifications of employment and deposit


�SYMBOL 168 \f "Symbol" \s 8 \h�	Pay stubs


�SYMBOL 168 \f "Symbol" \s 8 \h�	Documentation of social security benefits, pensions, and retirement income 


�SYMBOL 168 \f "Symbol" \s 8 \h�	Documentation of savings bonds, certificates of deposit, and stocks.


 


This submission is required in all VA pension cases, even if the pension income is not needed to qualify for the loan or the veteran is not qualified for the loan.


�SYMBOL 183 \f "Symbol" \s 10 \h�	If it is clear that the veteran does not qualify for the loan, notify the lender and veteran of the rejection prior to submitting the request to Adjudication.  


�SYMBOL 168 \f "Symbol" \s 8 \h�	Indicate to Adjudication that the veteran's loan application has already been rejected based on unsatisfactory credit and/or insufficient income.





Upon receiving the request, Adjudication will compare the income/net worth information with that submitted for the veteran's pension claim. 





Adjudication will return the completed OF 41 to Loan Guaranty within 3 working days of its receipt or advise Loan Guaranty of the reason for any delay. �
�
 Continued on next page
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6.03  How to Process a Prior Approval Loan (Pre-Closing), Continued   


Special Procedures for Veterans Receiving a VA Pension (continued)�
�
�



�
Review the determination by Adjudication.  


�SYMBOL 183 \f "Symbol" \s 10 \h�	If the veteran's pension benefits will continue, proceed with credit underwriting.


�SYMBOL 183 \f "Symbol" \s 10 \h�	If further Adjudication investigation is needed to determine whether the veteran's pension will continue, be terminated, reduced or temporarily suspended and an overpayment debt possibly created, do not proceed.


�SYMBOL 168 \f "Symbol" \s 8 \h�	Promptly provide written notification to the lender which includes the statement, "This loan application has been suspended for an internal review of the veteran's continued eligibility for VA pension income benefits."�
�



Notify of Withdrawal or Rejection �
If the lender or veteran wishes to withdraw the application:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Promptly resolve questions or disagreements, if any, about the status of the application.  


THEN


�SYMBOL 183 \f "Symbol" \s 10 \h�	Follow the notification steps below.





If the loan examiner reviews the loan package and recommends rejection:


�SYMBOL 183 \f "Symbol" \s 10 \h�	The Loan Guaranty Officer, Assistant Loan Guaranty Officer, Chief of Loan Processing or appropriate level individual will personally review the file and document approval of such action in the loan file on VA Form 26-6393 or otherwise. 


THEN


�SYMBOL 183 \f "Symbol" \s 10 \h�	Follow the notification steps below.�
�



Step�
Action�
�
1�
Prepare FL 26-599 in triplicate.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Check all appropriate items.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Give the reasons for denial or acknowledge the withdrawal.


�SYMBOL 183 \f "Symbol" \s 10 \h�	In each case rejected for unsatisfactory credit, give the name and address of the credit reporting agency that prepared the credit report furnished by the lender.


�SYMBOL 183 \f "Symbol" \s 10 \h�	The Chief of Loan Processing or appropriate level individual signs the letter.�
�



Continued on next page
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6.03  How to Process a Prior Approval Loan (Pre-Closing), Continued   


�styleref "Block Label"�Notify of Withdrawal or Rejection� (continued)�
�
�



Step�
Action�
�
2�
Send one copy of FL 26-599 to the lender.�
�
3�
Send a copy of FL 26-599 to the veteran.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Enclose the veteran's COE and/or discharge or separation papers.


�SYMBOL 183 \f "Symbol" \s 10 \h�	To use a letter other than FL 26-599, obtain approval  from Central Office (264) first (to ensure ECOA requirements are met).





NOTE: The lender is required to notify the veteran of action taken within 30 days of the lender's receipt of a completed application from the veteran or within 30 days of taking adverse action on an incomplete application.  FL 26-599 contains required ECOA language.  Thus, VA's notice to the veteran can satisfy the lender's ECOA requirement.�
�
4�
Place a copy of the letter in the file�
�



Issue Certificate of Commitment�
For qualifying cases, issue VA Form 26-1866, Certificate of Commitment, as evidence of approval.


�SYMBOL 183 \f "Symbol" \s 10 \h�	A duly authorized agent of the Government must sign the Certificate of Commitment to make it legally binding on the Government.





For joint loans involving one or more nonveterans:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Limit the loan amount shown on the commitment to the veteran's portion of the loan.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Base the percentage of guaranty on the ratio of the amount of entitlement the veteran has available to the veteran's portion of the loan.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Write "The amount of guaranty of this loan is limited to the veteran's portion of the loan" on the commitment.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Send a letter to the lender along with the commitment explaining that:


�SYMBOL 168 \f "Symbol" \s 8 \h�	No part of the guaranty applies to the portion of the loan allocated to the nonveteran.


�SYMBOL 168 \f "Symbol" \s 8 \h�	In the event of foreclosure where a loss is sustained, the holder must absorb any loss attributable to the nonveteran's portion of the loan. �
�
 


Continued on next page
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6.03  How to Process a Prior Approval Loan (Pre-Closing), Continued   


Annotate Conditional Commitments�
Annotate the face of the certificate and follow other instructions specified below in the following cases.  The LP System will automatically generate the notation, or an abbreviated version, upon entry of the code indicated. (See appendix C, the LP System Guide, for coding details.)�
�
 Case�
Notation on Certificate�
LP Code�
�
Loan is to the spouse of a serviceperson missing in action or prisoner of war�
"Prior to closing the subject loan, lender should obtain assurance from 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."�
35�
�
Loan is to the unremarried surviving spouse of an eligible veteran�
"Conditioned on borrower's certification that status as an unremarried surviving spouse has not changed since the Certificate of Eligibility was issued."  





Attach a copy of the affidavit shown in paragraph 4.05g(7) of the Lender's Handbook to the certificate.�
36�
�
Loan is to a serviceperson who has not received an honorable discharge and must certify to continuous active duty �
"Certification of active duty status as of date of note required." �
21�
�
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�
"Conditioned on proof of marriage prior to loan closing."�
32�
�



Continued on next page
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6.03  How to Process a Prior Approval Loan (Pre-Closing), Continued   


 Annotate Conditional Commitments (continued)�
�
�



Case�
Notation on Certificate�
LP Code�
�
Loan involves use of an attorney-in-fact�
"No evidence of guaranty with respect to the loan to which this commitment relates will be issued by the Secretary unless the lender makes the certification specified by the Department of Veterans Affairs at the time the lender requests a certificate of guaranty to the effect that the veteran was alive and, if the veteran is on active military duty, not in a 'missing in action' status on the date the note and security instruments were executed on the veteran's behalf by the attorney-in-fact."�
33�
�
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�
"This commitment is conditioned upon submission of evidence of disposal of the property which the veteran now owns and previously purchased using VA entitlement and evidence that the loan has been paid in full or that an eligible veteran has substituted his or her entitlement for that used by the original veteran."�
34�
�
Veteran intends to sell property in order to have sufficient income and/or assets to qualify for the loan�
"This commitment is conditioned upon the consummation of the sale of residential real property now owned by the veteran, as proposed in the loan application."�
20�
�



Continued on next page
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6.03  How to Process a Prior Approval Loan (Pre-Closing), Continued   


Review Changes Occurring Between Time of Commitment and Closing�
Changes in the qualifications of the loan or borrower


If either VA or the lender has reason to doubt the continued qualification of the loan, instruct the lender to delay loan closing until all facts are determined.





Changes to the intended loan obligation


VA must approve any change to the loan obligation except when there is no increase in the periodic payments and there is:


�SYMBOL 183 \f "Symbol" \s 10 \h�	A reduction in the loan amount because of an increase in the amount of the downpayment, with or without a reduction in the term of the loan


�SYMBOL 183 \f "Symbol" \s 10 \h�	An extension in the maturity of the loan that does not exceed the maximum of 30 years and 32 days or the economic life of the property as provided by the Certificate of Reasonable Value





An increase in the loan amount to cover the cost of energy efficient improvements up to $6,000 does not require a reevaluation by VA.  A sizable increase over $6,000 requires VA reevaluation. See section 10.02.





Increases of 1 percent or less in the interest rate and increases in discount points do not require a reevaluation by VA.  


�SYMBOL 183 \f "Symbol" \s 10 \h�	See paragraph 5.03c(3)(b) of the Lender's Handbook for lender procedures required when discount points increase.





An interest rate increase more than 1 percent greater than the rate shown on the Certificate of Commitment requires:


�SYMBOL 183 \f "Symbol" \s 10 \h�	The lender to resubmit an updated URLA signed and dated by the veteran and the original Certificate of Commitment. 


�SYMBOL 183 \f "Symbol" \s 10 \h�	VA to reevaluate the borrower's continued qualification for the loan and update the Certificate of Commitment on a priority basis�
�
   


Cancel Certain Commitments Outstanding 6 Months or Longer�
Ensure timely cancellation of expired Certificates of Commitment, taking into consideration the 60 days allowed for reporting loans.





The GI Loan Application Status Report (COIN GIL 09-01) discloses Certificates of Commitment outstanding for 6 months or longer.�
�



Continued on next page
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6.03  How to Process a Prior Approval Loan (Pre-Closing), Continued    


Cancel Certain Commitments Outstanding 6 Months or Longer (continued)�
�
�



�
Review the file on each such commitment and determine whether: 


�SYMBOL 183 \f "Symbol" \s 10 \h�	The validity period of the commitment has expired


�SYMBOL 183 \f "Symbol" \s 10 \h�	There is no request for extension from the lender


�SYMBOL 183 \f "Symbol" \s 10 \h�	There is no basis for expecting the loan will be reported for guaranty.





If these 3 conditions are met:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Cancel the commitment


�SYMBOL 183 \f "Symbol" \s 10 \h�	Perform appropriate coding.





At least once annually, issue a reminder of the validity period of Certificates of Commitment and the reporting requirements of 38 CFR 36.4209 and 36.4303 to lenders in your station's jurisdiction.


�SYMBOL 183 \f "Symbol" \s 10 \h�	This reminder may be combined with the reminder cited in section 12.04, "Procedures on Paid-in-Full Loans”�
�
 


Postaudit�
To assure the quality of prior approval loan submissions, conduct an ongoing and systematic review of such submissions in accordance with section 12.01, "Conduct Postaudit of 5 Percent Sample."  Postaudit can be performed any time after issuance of the commitment, either before or after issuance of evidence of guaranty.�
�
 


6.04  Loan Reporting and Issuance of Evidence of Guaranty


 


Waiver of 60-Day Limit for Reporting Loan�
The Chief of Loan Processing or appropriate level individual is authorized to waive a lender's failure to report a loan within 60 days of closing.


�SYMBOL 183 \f "Symbol" \s 10 \h�	The lender must request the waiver in writing.


�SYMBOL 183 \f "Symbol" \s 10 \h�	The request must give the reason for the late submission.


�SYMBOL 183 \f "Symbol" \s 10 \h�	For automatically closed loans, the lender must certify the loan is current when reported.


�SYMBOL 168 \f "Symbol" \s 8 \h�	This certification is not required on prior approval loans.�
�



Continued on next page
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6.04  Loan Reporting and Issuance of Evidence of Guaranty, Continued





How to Issue Evidence of Guaranty�



Upon receipt of VA Form 26-1820, Report and Certification of Loan Disbursement:�
�



Step�
Action�
�
1�
Verify receipt of the required funding fee or proof of the veteran's exempt status. �
�
2�
Verify submission of a valid Certificate of Eligibility. �
�
[3�
Verify that a CRV or NOV has been issued.]�
�
[4]�
Perform a full review ONLY if the station has identified the lender as needing such review based on a history of submitting loans with serious deficiencies (underwriting or judgment errors).


�SYMBOL 183 \f "Symbol" \s 10 \h�	See the "Full Review Before Issuing LGC" heading in this section for special instructions. �
�
[5]�
Enter the loan into the LP System using the information on VA Form 26-0286, VA Loan Summary Sheet


�SYMBOL 183 \f "Symbol" \s 10 \h�	If an edit is triggered that precludes automatic issuance of the guaranty certificate, resolve the issue involved.�
�
[6]�
Send a completed VA Form 26-1899, Loan Guaranty Certificate (LGC), to the lender.


�SYMBOL 183 \f "Symbol" \s 10 \h�	For veteran/nonveteran joint loans, annotate the LGC:  "The amount of guaranty on this loan is limited to the veteran's portion of the loan."


�SYMBOL 183 \f "Symbol" \s 10 \h�	If requested by the lender, instead of issuing an LGC, endorse the note or other evidence of indebtedness:  "VA LIN______.  This is to certify that pursuant to 38 U.S.C. chapter 37 and the regulations effective thereunder on the date of this endorsement, __ percent of the indebtedness outstanding from time to time under the loan identified above is guaranteed."


�SYMBOL 183 \f "Symbol" \s 10 \h�	A duly authorized agent of VA must sign the LGC or endorsement to make it legally binding on the Government.�
�
[7]�
Annotate the Certificate of Eligibility to reflect use of entitlement on the newly closed loan.�
�
Continued on next page
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6.04  Loan Reporting and Issuance of Evidence of Guaranty, Continued


 


�
How to Issue Evidence of Guaranty (continued)�
�
�



Step�
Action�
�
[8]�
Send the following items to the veteran:


�SYMBOL 183 \f "Symbol" \s 10 \h�	FL 26-589


�SYMBOL 183 \f "Symbol" \s 10 \h�	VA Pamphlet 26-5


�SYMBOL 183 \f "Symbol" \s 10 \h�	The annotated Certificate of Eligibility


�SYMBOL 183 \f "Symbol" \s 10 \h�	VA Form 26-8978, Rights of VA Loan Borrowers





Include the VA Customer Service Survey, along with a preaddressed business reply envelope, with the above materials on a random five percent of loan recipients each month, excluding veterans who obtain IRRRLs


�SYMBOL 183 \f "Symbol" \s 10 \h�	Before mailing the survey, mark the box identifying your station


�SYMBOL 183 \f "Symbol" \s 10 \h�	Do not reproduce the form locally since alignment problems interfere with automated retrieval of the results - use only the forms and envelopes provided.�
�
[9]�
30 days after sending the items in step 7, send an advance servicing letter (see sample provided in exhibit 6-B) and a Loan Guaranty Division telephone directory and assistance request (exhibit 6-C) to the veteran at the address of the property secured by the VA loan.  


The advance letter:


�SYMBOL 183 \f "Symbol" \s 10 \h�	Is generated through LP


�SYMBOL 183 \f "Symbol" \s 10 \h�	Contains the dollar amount of entitlement the veteran used.


The telephone directory/assistance request:


�SYMBOL 183 \f "Symbol" \s 10 \h�	May be modified any time to reflect a station's emphasis on issues of local concern. �
�









Continued on next page
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6.04  Loan Reporting and Issuance of Evidence of Guaranty, Continued


  


[What to do if the Required Funding Fee, Valid COE, or CRV/NOV  is Missing?]�
[Contact the lender to resolve the problem (in cases involving missing CRV/NOV, also notify the appropriate C&V activity).]


�SYMBOL 183 \f "Symbol" \s 10 \h�	If the problem is unresolvable or if there is no resolution after a reasonable time, return the case to the lender with a letter stating the reason for declining to issue guaranty


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


�SYMBOL 168 \f "Symbol" \s 8 \h�	Return the Certificate of Eligibility showing no use of entitlement if the veteran is entitled to such certificate.


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



Full Review Before Issuing LGC�
[In the vast majority of cases, review of a loan prior to issuance of the LGC should consist only of verification of a valid COE, payment of the funding fee (if required), and that a CRV (certificate of reasonable value) or lender’s NOV (notice of value) has been issued.]  





Perform a full review prior to issuing the LGC only when the lender has repeatedly submitted loans with significant underwriting or judgment errors


�SYMBOL 183 \f "Symbol" \s 10 \h�	i.e., errors which had, or should have had, a significant impact on the loan approval decision.  





If full review is warranted, follow the procedures detailed in the "How to Conduct a Full Review" heading in section 12.02.





Request any additional information needed from the lender.  In most cases, issue evidence of guaranty simultaneously with such request.  Do not withhold issuance of evidence of guaranty except in extraordinary circumstances, as follows:


�SYMBOL 183 \f "Symbol" \s 10 \h�	The loan is clearly ineligible; i.e., the veteran, the property, or the purpose of the loan is ineligible.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Evidence exists that fraud or material misrepresentation may have occurred.


�
�
Continued on next page
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6.04  Loan Reporting and Issuance of Evidence of Guaranty, Continued


   


Full Review Before Issuing LGC (continued)�
�
�



�
�SYMBOL 183 \f "Symbol" \s 10 \h�	The lender has an extensive history of failing to provide additional information requested when guaranty is issued.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Conditions of the CRV or NOV which impact the basic livability of the property have not been satisfied; i.e., obtain evidence of adequate water supply or sewage disposal system.





Consult Central Office (264) to discuss any circumstances other than those listed that may warrant withholding evidence of guaranty in a particular case.





Poor credit underwriting is not a reason to withhold guaranty.  Instead it is a factor in determining whether a lender's automatic authority will continue.





See the "What to do with the Review Findings" heading in section 12.02 for instructions on corrective and follow-up action to be taken for various types of deficiencies.  For deficiencies which warrant withholding evidence of guaranty, act promptly to resolve the matter, and do not issue evidence of guaranty until and unless the problem is satisfactorily resolved.


�
�










































6-16�
October 15, 1997	M26-1, Revised


	Change 2





Exhibit 6-A  Sample Request for Adjudication to Review VA Pension Recipient Information


  


�
ROUTING AND TRANSMITTAL SLIP�
�
�
TO:





Adjudication Officer (21)





�
�
�
Claim No. _______________________________


Veteran's Name  __________________________





1.  The above veteran has applied for Loan Guaranty benefits.  BDN shows that the veteran receives pension benefits.





2.  Please review the attached documents from the veteran's loan application and indicate whether this information is consistent with income/net worth information of record.





3.  Questions about these documents may be directed to ________________________  at _______-___________________.








(  Loan application information is consistent with income/net worth information of record.  No further action necessary.





(  Development required based on loan application information.  Contact ________________________ at _______-___________ for status update.








________________________      _______________


Adjudication Officer                                 Date





___________________________________________________________


FROM:   





___________________________________________________________


Optional Form 41�
�
 


	6-16a�
February 4, 1998	M26-1, Revised


Change 3





Exhibit 6-B  Form Letter 26-0314, Advance Servicing Letter


 


�






Congratulations on your recent Department of Veterans Affairs (VA) guaranteed home loan.  We want to acquaint you with VA's Loan Guaranty Division.





At loan closing, the lender provided the money to buy your home.  You agreed to repay this loan in regular monthly installments.  For most loans, veterans also agree to make monthly payments into an escrow account held by the lender to pay taxes and insurance.  VA guaranteed to reimburse the lender for losses that may occur as a result of foreclosure up to the amount of VA entitlement you used when you purchased your home.





If a foreclosure occurs and VA pays a claim to the lender, you may be obligated to repay the entire amount of the claim to the Government.  IF YOU SELL YOUR HOME, PLEASE REMEMBER THAT IT IS UNLAWFUL TO ALLOW SOMEONE TO TAKE OVER YOUR VA LOAN WITHOUT THE PRIOR APPROVAL OF VA OR YOUR LENDER.  Most lenders are authorized to grant this approval once they determine a buyer meets VA credit and income guidelines and assumes all liability for the loan.  Therefore, it is imperative that you apply to your lender for a release of liability if you sell your home on assumption.





If a problem occurs with your lender or you have financial difficulties, it is important that you contact VA's Loan Service and Claims Section BEFORE the problem becomes unmanageable.  It provides financial counseling and information on alternatives to foreclosure.  We are enclosing an assistance request so you can write us if you have questions and a telephone directory for your convenience in calling us.





We hope you enjoy your home and it becomes a good investment for you and your family.  However, if you ever need VA's help, please give us a call or send us the enclosed "clip off" assistance request.  It will be time well spent.





If you have refinanced and lowered your interest rate, your income tax liability may be affected.  You should consult your tax advisor to determine what affect this may have on your tax liability.











Loan Guaranty Officer


or Designee





Enclosures�
�
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Exhibit 6-C  Sample Loan Guaranty Division Telephone Directory and Assistance Request


 


�
TELEPHONE DIRECTORY


DEPARTMENT OF VETERANS AFFAIRS


LOAN GUARANTY DIVISION�
�
 


�
Telephone Number�
�
OFFICE OF THE CHIEF�
Loan Guaranty Officer�
�
CONSTRUCTION AND VALUATION�
Chief


Staff Appraiser�
�
LOAN PROCESSING�
Chief


Loan Specialist


Eligibility Clerk�
�
LOAN SERVICE AND CLAIMS�
Chief


Loan Servicing Representative�
�
PROPERTY MANAGEMENT�
Chief


Property Management Specialist�
�
 �



----------------------------  CLIP OFF  -------------------------�
�



�
ASSISTANCE REQUEST�
�
�
VA Loan Number ____________________________________





Yes, I would like the following representative to contact me:


�SYMBOL 183 \f "Symbol" \s 10 \h�	  Construction and Valuation Section


�SYMBOL 183 \f "Symbol" \s 10 \h�	  Loan Processing


�SYMBOL 183 \f "Symbol" \s 10 \h�	  Loan Service and Claims





Reason for this request:  __________________________________________


____________________________________________________________________________________________________________________________





Name:  ______________________________________________________


Address:  _____________________________________________________


______________________________________________________________


Daytime Telephone Number:  ____________________________________





THANK YOU FROM YOUR DEPARTMENT OF VETERANS AFFAIRS, LOAN GUARANTY DIVISION�
�
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