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�Introduction



The Manchester Regional Loan Center (RLC) is one of nine nationwide locations handling Loan Production (LP) activities.  The Manchester RLC provides loan origination activities for seven states:



Connecticut

Maine

Massachusetts

New Hampshire

New York

Rhode Island

Vermont 



Toll Free Phone Number  	(800)827-6311, option 7

Fax				(603)222-5862

Office E-mail Address		nh_lp@va.gov



Appraisal or property questions should be directed to our Valuation Section at:



Toll Free Phone Number  	(800)827-6311, option 6

Fax				(603)222-5861

Office E-mail Address		nh_appr@ va.gov



The purpose of this training guide is to provide information that will facilitate the processing of VA guaranteed loans in our area of jurisdiction.  A more comprehensive reference for processing VA loans is the VA Lender’s Handbook, VA Pamphlet 26-7.  Other sources of information available on the Internet are:



VA National website:  www.va.gov

VA National Loan Information website:  www.homeloans.va.gov

The Manchester, NH website:  www.vba.va.gov/ro/manchester/lgymain/loans.html

Information concerning Certificates of Eligibility:  www.homeloans.va.gov/eligibility.htm

Direct access to VA Lender’s Handbook:  www.warms.vba.va.gov/pam26_7.html

Website to E-mail Various VA offices:  www.homeloans.va.gov/contact.htm

To Download Various VA Forms:  www.va.gov/vaforms



�What Is A VA Guaranteed Home Loan? 



VA guaranteed home loans are made by lending institutions, such as banks, credit unions, or mortgage companies to eligible veterans for the purchase of a home  These homes must be owner occupied.  To get a home loan a veteran must apply to a lender.  If the loan is approved,  VA will guaranty a portion of the loan to the lender.  This guaranty protects the lender against loss up to the amount of guaranty, and allows a veteran to obtain favorable financing terms.  



What Are The Benefits Of A VA Home Loan?

 

No down payment ( unless required by the lender, or the purchase price is more than the reasonable value of the property.)

Negotiable interest rates; available programs include standard fixed rates and 1 year or hybrid ARM mortgages.

No income or asset limits

Ability to finance the VA funding fee into the loan amount.

Closing costs are comparable, sometimes cheaper than other type of financing.  In addition VA allows for a 4% concession which does not include standard closing costs (more details on seller concessions will be covered later) making it plausible for a veteran to get into a home with literally no money down!

No private mortgage insurance.

An assumable mortgage.

      If the loan being assumed was dated prior to March 1, 1988; the assumption can be �      handled outside of the lender and VA.  This is known as a simple assumption.

       If closed after March 1, 1988 the assumption must go through the mortgage servicer.

       Borrowers must qualify income and credit-wise.

       In a divorce situation where the veteran is retaining the home,  the assumption is 

       processed through the VA Regional Loan Center.

       Note:  The veteran may allow a non-veteran party to assume the current VA backed �       mortgage.  However in that case, the veteran’s benefit (or the portion used for the existing�       loan) remains tied to the loan and can not be re-used until the existing loan is paid in full.

Right to prepay without penalty.

For homes inspected by VA during the construction of the home, a warranty from the builder and assistance from VA to obtain cooperation of the builder.

VA assistance to veteran borrowers in default due to temporary financial difficulties.

VA has many approved housing assistance programs the veteran can use in conjunction with the VA Home Loan.  



What VA Does Not Do?



VA does not guaranty that the home is free of defects.  VA only guarantees the loan, not the home. VA also does not get involved in the home inspection process.  It is the veteran’s responsibility to assure that  he/she is satisfied with the property’s condition.  The appraisal is not an inspection.  It is an opinion of value offered by a licensed fee appraiser.

If a home is built under the VA inspection process, VA can not compel the builder to correct construction defects although VA does have the authority to suspend a builder from the program.

VA cannot guarantee that a veteran is making a good investment.

VA cannot provide a veteran with legal services.

�What are the VA Home Loan Limits?



VA’s basic loan types and loan amounts (including VA’s funding fee) are: 

To build or purchase an existing home, multiple-unit property (up to 4 units) or a condominium in a VA accepted project or Regular (Cash-out) refinance of an existing home loan, $417,000.  

Interest Rate Reduction Refinancing Loan (Streamline) of a VA guaranteed home loan; this loan is to reduce the interest rate of the existing VA loan or convert an existing VA adjustable rate mortgage loan to a fixed rate.  VA will give a 25% guaranty on any loan amount.  Be sure that the loan amount is for the refinance of a first mortgage and closing costs only.  Payoff of second mortgages, other debt or cash out are not allowed.

Specifics on guaranty percentages may be found in VA Lender’s Handbook, Chapter 3 and VA County Loan Limits at http://www.homeloans.va.gov/ls.htm. 

  

STATE�COUNTY�MAXIMUM LOAN AMOUNT��CT �FAIRFIELD �$ 556,250.00 ��MA �BARNSTABLE �$ 441,250.00 ��MA �BRISTOL �$ 463,750.00 ��MA �DUKES �$ 736,250.00 ��MA �ESSEX, MIDDLESEX, NORFOLK, PLYMOUTH & SUFFOLK�$ 506,250.00 ��MA �NANTUCKET �$1,094,625.00 ��NH �ROCKINGHAM & STRAFFORD�$ 506,250.00 ��NY �BRONX, KINGS, NASSAU, NEW YORK, PUTNAM, QUEENS, RICHMOND, ROCKLAND, SUFFOLK & WESTCHESTER �$ 747,500.00 ��RI �BRISTOL, KENT, NEWPORT, PROVIDENCE & WASHINGTON �$ 463,750.00 ��

Note:  VA does not have programs for home improvement, equity lines, business or personal loans.



Energy Efficient Mortgages (EEM’s)



EEM’s are funds to cover the cost of making energy efficiency improvements to a dwelling which can be added to the loan amount when the house is initially financed.



The mortgage may be increased by:

Up to $3,000 based solely on the documented costs of the energy improvement, or

Up to $6,000 provided the increase in monthly mortgage payment does not exceed the likely reduction in monthly utility cost, or

More than $6,000 subject to a value determination by VA.  

If the labor is to be performed by the veteran, the loan increase will be limited to the amount necessary to pay for materials.

�Funding Fee



The veteran must pay a funding fee to help defray costs of the VA home loan program.

The funding fee is not private mortgage insurance or FHA’s MIP.  It is nonrefundable.



VA FUNDING FEE SCHEDULE

Purchase and Refinance Loans

Veteran Type�Down Payment�Percentage for First-Time Use�Percentage for Subsequent Use��������None� 2.15%�3.3%��Regular Military�5% or more�1.50%� 1.50%���10% or more�1.25%� 1.25%��������None�2.4%� 3.3%��National Guard/�5% or more� 1.75%�  1.75%��Reserves�10% or more�1.5%� 1.5%��

Other Loans

Type of Loan�Percentage for Either Type of Veteran �����Interest Rate Reduction Refinance (IRRRL)�  .50%��Loan Assumptions �  .50%��

Who Is Exempt From Paying The Funding Fee?

The following persons are exempt from paying the funding fee:

Veterans receiving VA compensation for service- connected disabilities.

Veterans who would be entitled to receive compensation for service-connected disabilities

      if they did not receive military retirement pay.

Unmarried surviving spouses when the veteran died in the course of active duty or due to a service connected disability.  These determinations must be made by VA and can take weeks or even months as military records concerning the death must be obtained.



�How Do I Know If My Customer Is An Eligible Veteran?



HOW TO OBTAIN A CERTIFICATE OF ELIGIBILITY



VA is now Quicker and Easier to work with!

ACE, Automated Certificate of Eligibility

ACE is an Internet based application that allows lenders to obtain a COE in a matter of 10-15 seconds.  It will issue COE’s for most first-time users who served full-time active duty military or will give a certificate if the veteran has an existing VA loan (for use in the case of a back to back closing).  This system can not process COE’s for Reserve/National Guard Members or complete initial restorations for lenders, however, lenders can submit their applications electronically if needed.  VA now issues lla certificates electronically so when we issue a certificate, the lender involved in the transaction can obtain a copy just by going to our website.  Either way, it saves time!



If a certificate can not be obtained through ACE, the lender can either submit an application for a certificate with supporting documents scanned in electronically through the ACE system or the lender or veteran may mail an application, VA Form 26-1880, completed by the veteran along with proof of military service, to VA’s Winston-Salem, NC, Eligibility Center.



Eligibility Center Contact Information

Standard Mailing Address�PO Box 20729, Winston-Salem, NC  27120��Overnight Mailing Address�251 N. Main St., Winston-Salem, NC  27155��Telephone Number (888) 244-6711�E-mail NCELIGIB@vba.va.gov��VA Form 26-1880 can be obtained at www.va.gov/vaforms, by calling a local VA Office.



Processing Time - Eligibility Center

All applications are processed in order by receipt date regardless of mode of submission.

Turnaround time (including mailing time) for complete applications not requiring development normally runs about calendar14 days.

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

A relatively small percentage of applications require development which can extend the processing period.  This development might involve return to the requester for additional information or it might involve development internal to VA.  In some cases, it will be necessary to research information regarding a previous VA loan(s) or resolve such issues as character of discharge, service-connected disability, or surviving spouse benefits.  When a delay for internal VA development is required, the requester is always advised by letter.



Walk-in Assistance at the RLC, 275 Chestnut St., Manchester, NH, 7th Floor

Veterans who require walk-in service can visit the Manchester, NH RLC during the hours of 7:30 am to 4:00 pm EST, Monday through Friday to apply for a certificate.  Although the RLC can not issue every certificate of eligibility, if the veteran brings in his/her proof of service, we can issue the majority of requests.



�Proof Of Military Service

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



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

If the applicant is on regular active duty and has not been previously discharged from active duty service, a statement of service which includes the name of the issuing authority (base or command) and is signed by or at the direction of an appropriate official is required. The statement must include the service member’s name, SSN, date of entry on active duty and the duration of any time lost.

If veteran was discharged from the Selected Reserves or the National Guard, include copies of documentation showing at least 6 years of honorable service.  If discharged from the Army or Air Force National Guard, submit NGB Form 22, Report of Separation and Record of Service, or NGB Form 23, Retirement Points Accounting, or its equivalent.  If discharged from the Selected Reserve, submit a copy of the latest annual points statement and evidence of honorable service.  Unfortunately, there is no single form used by the Reserves or National Guard similar to the DD Form 214.  It is the veteran’s responsibility to furnish adequate documentation of at least 6 years of actively participating and serving with honorable service.

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



Note:  More Veterans are qualifying for the benefit.  Reserve or National Guard members called to active duty under Title 10 (in support of a war) need only 90 days of active duty to qualify for the Veteran benefit versus the normal 6 years Reservists/Guard members must standardly serve/drill for.  The veteran would submit a copy of his/her DD-214 covering the period s/he was ordered to active duty to document this service.



Eligibility For Unmarried Surviving Spouse 

An unmarried surviving spouse of a veteran who died on active duty or as the result of a service-connected disability is eligible for home loan benefits. 



VA Form 26-1817, Request for Determination of Loan Guaranty Eligibility-Unmarried Surviving Spouses, must be completed and submitted to the Eligibility Center.

A loan obtained with a surviving spouse Certificate of Eligibility requires an affidavit at closing that the surviving spouse is not currently married.

�Restoration of Previous Used Entitlement

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

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

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



Restoring COE’s for Back to Back Closings

If the veteran will be selling a home with a VA backed loan and buying another home with another VA loan simultaneously (or within 7 days of each other), the lender may complete what is referred to as a back to back closing.  In these cases, the new VA loan may be closed without an updated COE as long as the lender has:

An original or ACE COE showing the entitlement tied to the VA loan being paid off.

A fully completed VA Form 26-1880 from the second closing where the veteran is purchasing a new home.  The veteran must be able to note the property previously backed by a VA loan is no longer owned by him/her and has been sold.  The veteran must also sign and date the form.

A copy of the HUD-1 Settlement Statement from the sale of the previously backed VA property.  The HUD must show the loan was paid in full, not assumed.

This is an option a lender has for restoration of the entitlement, all lenders may not choose to follow this procedure.  Once you know your sales transaction involves the restoration of VA benefit, you should contact the lender to see what they require regarding this procedure.

 

Once in a Life Time Special Restoration

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



How to Apply for Restoration

The veteran must complete and send VA Form 26-1880, Request for a Certificate of Eligibility, to the Winston Salem Eligibility Center.  If the veteran has evidence of payment in full of any previous loans (HUD-1, settlement statement, etc.), a copy should be included.  Additionally, any previously issued COE’s should be included.



�

QUICK REFERENCE FOR ELIGIBILITY

FULL TIME ACTIVE DUTY SERVICE

ERA�DATES�MINIMUM SERVICE*��WWII�09/16/40 - 07/25/47�90 continuous days��Peacetime�07/26/47 - 06/26/50�181 days��Korean�06/27/50 - 01/31/55�90 days��Post-Korean�02/01/55 - 08/04/64�181 days��Vietnam�08/05/64 - 05/07/75�90 days��Post-Vietnam�05/08/75 - 09/07/80�181 days��Post-Vietnam�09/08/80 - 08/01/90�2 years��Persian Gulf�8/2/90 - undetermined�2 years��Current Active Duty Service Personnel�Currently on fully time active duty*�90 days��*Assure you obtain a Statement of Service and also annotate the COE that the service person must be on active duty at the time of use.



QUICK REFERENCE FOR ELIGIBILITY

RESERVE OR NATIONAL GUARD SERVICE

(Note:  Must be an expressly honorable discharge)

ERA�MINIMUM SERVICE*��Released from service�6 years of actively drilling��Currently in Reserves/National Guard�6 years of actively drilling*��Currently or previously served in support of a war time operation, i.e. Noble Eagle under Title 10 �90 days��

�Overview Of VA Credit Standards



VA is a benefit program.  We attempt to assist a veteran or military service person in purchasing a home whenever possible but we do not want to place them into a home which will be foreclosed on due to predictable income or credit choices in the future.



VA looks for good credit history, stable and sufficient income to document a qualified buyer.  We use both a residual and ratio factor to determine if the applicant has sufficient income.  The following is a summary of VA credit requirements but does not cover all aspects.  A complete listing of VA credit standards can be found in VA’s Lender Handbook, chapter 4, on the Internet at http://www.warms.vba.va.gov/pam26_7.html.



Credit Considerations



The applicant’s past repayment practices on obligations are the best indicator of their willingness to repay future obligations.  Generally VA looks at the last 12 months of the applicant’s payment history. The last 12 months should show a clean payment pattern.



When there is an absence of a credit history, the determination of the applicant’s payment record on utilities, rent, automobile insurance, or other expenses can be used.



Collection accounts do not have to paid off but potential payments and the reason why these were not paid off will be taken into consideration in the overall credit picture.  Please note, the lender, or their investor, may require payment in full.



If an applicant is a co-signor on a liability, and there is evidence that loan payment is being made timely by someone else generally for 12 months, that loan payment may be excluded from the applications obligations.  



Liens or judgments must either be paid in full, or subject to a repayment plan with a history of timely payments.



Debts assigned to an ex-spouse due to a court order, including real estate loans, are not considered as the vet’s debt.



The fact that a bankruptcy exists in an applicant’s credit history does not disqualify the loan.  If the bankruptcy was discharged within the last 1 to 2 years, it is probably not possible to determine the applicant(s) a satisfactory credit risk unless:

The bankruptcy was caused by circumstances beyond the control of the applicant(s), generally medical or job loss situations.

The applicant(s) have obtained consumer items on credit subsequent to the bankruptcy and have satisfactorily made the payments over a continued period in a timely manner.

If an applicant is participating in a Consumer Credit Counseling plan,  they may be determined to be satisfactory credit risk if they demonstrate 12 months satisfactory payments, and the Counseling agency approves the new credit.



Income Information



For commission, sales income, or self employed; the income is generally averaged over the past two years from the last two years tax returns, and a year to date profit and loss statement.



12 months of employment with the same employer is generally looked at favorably.



Less than 12 months of employment may be looked at favorably if the applicant is in a skilled position; nurse, medical technician, paralegal, computer analyst, etc. with documentation of the appropriate education.



Income from overtime, part time jobs, and bonuses are generally not considered unless it has continued for 2 years.



A veteran can purchase up to a 4 unit multi family home but must occupy one unit as his/her primary residence.

a)    In order for 75% of the rental income to be considered, the veteran:

Must demonstrate previous landlord experience.

Have 6 months reserves. This can be in the form of a gift or savings.

If the rental income is not needed to qualify for the loan, then the above does not apply.



A veteran who will be renting his/her current single family home to purchase a primary residence which is another single family backed by a VA’s home loan, may use verified rental income to offset the old mortgage (PITI) debt.  No reserves or previous landlord experience is required.  If s/he has another rental property, three months of reserves must be documented and tax returns with all schedules supplied.



Alimony and Child Support can be considered if receipt of them for the last 12 months can be provided.



Note:  VA does allow the lender to use most automated underwriting systems!

�

PREQUALIFICATION WORKSHEET�

                                              The Residual Method

Proposed Loan Amount $ 183,600   Household Size (all members of the household): 3     



	1.  GROSS MONTHLY INCOME 		$4843.00  (1)



	2.  Monthly Housing Expense (PITI)

		a.  Principal and Interest  6.75%**	$1191.00

		b.  Property Taxes 	$ 183.00

Homeowners Insurance	$   45.00

           TOTAL			$1419.00 (2)



	3.  Monthly Debts and Obligations

		a.  Car Loan(s)	$ 450.00

		b.  Revolving Charge Accounts	$  80.00

		c.  Other Installment Loans	$         0

		d.  Child Care Expenses, Child Support or Alimony	$ 325.00		

		TOTAL		$ 855.00 (3)



	4.  Monthly Estimate Maintenance & Utilities of the Home	                          $140.00 (4)�           Please use 14 cents times the subject property’s gross living area.

           For a 1000 sq. ft. dwelling this would total $140.00.



	5.  Monthly Income Taxes

		a.  Federal Income Tax	$ 251.00

		b.  State Income Tax	$          0

		c.  Social Security/Medicare 7.65%	$ 370.00

		TOTAL		$ 621.00 (5)



	6.  Residual Income	

Amount required by family size                                 $909.00

Determine how many members reside in the veterans household.

Count all members without regard to the nature of the relationship.

Use the “ Tables of Residual Incomes” on the page following this analysis,



		b.  From worksheet (1) minus (2,3,4,5) Meets Residual plus 99%	$1808.00



Debt to Income Ratio (2) + (3) divided by (1)	(ideal 41%)	47%



What Meets VA Standards?

Generally speaking if the veteran meets the residual guideline and the ratio is 41% or less, or if the ratio is greater than 41%, the veteran should at least meet residual plus 20%.





PREQUALIFICATION WORKSHEET

The Residual Method of Qualification



Proposed Loan Amount $ _________    Household Size (all members of the household): _________     



	1.  GROSS MONTHLY INCOME 		$_________(1)



	2.  Monthly Housing Expense (PITI)

		a.  Principal and Interest  ______%**	$__________

		b.  Property Taxes 	$__________

Homeowners Insurance	$__________

           TOTAL			$_________(2)



	3.  Monthly Debts and Obligations

		a.  Car Loan(s)	$__________

		b.  Revolving Charge Accounts	$__________

		c.  Other Installment Loans	$__________

		d.  Child Care Expenses, Child Support or Alimony	$__________		

		TOTAL		$_________(3)



	4.  Monthly Estimate for Maintenance & Utilities (14¢ of the GLA)	$_________(4)�

	5.  Monthly Income Taxes

		a.  Federal Income Tax	$__________

		b.  State Income Tax	$__________

		c.  Social Security/Medicare 7.65%	$__________

		TOTAL		$_________(5)



	6.  Residual Income	

		a.  Amount required by family size    $__________

		b.  From worksheet (1) minus (2,3,4,5)  (Meets residual __plus ____)	$_________



      7.  Debt to Income Ratio (2) + (3) divided by (1)  (ideal 41%)             	_________%





Tables of Residual Incomes 

See Section 4.09 of VA Lenders Handbook



For loan amounts of $79,999 & below	           For loan amounts of $80,000 & above

Family Size�Northeast��Family Size�Northeast��1�$390��$382�$425��2�$654��$641�$713��3�$788��$772�$859��4�$888��$868�$967��5�$921��$902�$1,004��Over 5 to 7�Add $75��Over 5 to 7�Add $80��

�Seller Contributions and Concessions



    The Seller Can Pay For:



All of the veteran buyer’s closing costs,

      This does not include prepaid items ( hazard insurance, escrow requirements for real �      estate taxes or hazard insurance), and pro-rations of real estate taxes.

Points as appropriate to the market.

      Example:  If it is customary that lenders are charging two discount points to obtain the �      average on going interest rate,  than 2 discount points would be appropriate to the �      market.



The Seller Typically Pays For:



The Pest Inspection - VA regulations state that the veteran cannot pay for the wood destroying insect report. This may be paid for by the seller, or it might be paid for by a third party.

     

     What is considered a Concession?



     The seller can pay for the following items  providing the total of these do not exceed 4% of �      the Reasonable Value of the property as established by the VA fee appraiser.

Payment of the veteran-buyer’s funding fee.

Payment of the veteran -buyer’s prepaids (pro-ration of real estate tax and hazard insurance)

Payment of points above what is appropriate to the market.

Gifts such as television sets, cars, etc.

Payment of points to provide for a temporary buy-down.

f)   Pay off of credit balances or judgments on behalf of the veteran.



�Purchase and Sales Contingency (required by VA)

The VA Option Clause is a mandatory attachment to the Purchase and Sales Agreement.

It must be signed by the parties to the Purchase and Sales Agreement.



VA OPTION CLAUSE  



“It is expressly agreed that, notwithstanding any other provisions of this contract, the purchaser shall not incur any penalty by forfeiture of earnest money or otherwise or be obligated to complete the purchase of the property described herein, if the contract purchase price or cost exceeds the reasonable value of the property established by the Department of Veterans Affairs.  The purchaser shall, however, have the privilege and option of proceeding with the consummation of this contract without regard to the amount of reasonable value established by the Department of Veterans Affairs.”





                                                                    _______________________________

                                                                    Veteran- buyer



                                                                         __________________________________�                                                                         Co-borrower



                                                                         __________________________________

                                                                         Seller



                                                                         ___________________________________

                                                                         Seller







      

 

  











�Other Important Items or Myth Busters



VA takes forever to underwrite the loan

Ninety-nine percent of all VA loans are reviewed and closed by the lender.  The lender generally does not submit the loan to VA until after the loan is closed, and the veteran has already moved into the property.  These types of lenders are called Automatic lenders.  Most automatic lenders also have what is called LAPP Authority (Lender Appraisal Processing Program) where a lender Staff Appraisal Reviewer (SAR) , reviews the appraisal.  So the turnaround time, from loan application to loan closing, generally depends on the actually lender’s processing time.



What is a joint loan?

Under VA guidelines the term “joint loan” generally refers to any loan for which a veteran and any person other than the veteran’s spouse are liable.  VA classifies a joint loan as a loan with two veterans both using their certificates of eligibility or a loan between a veteran and person other than a spouse who does not have a certificate of eligibility.  In the case where the loan is between a veteran and a non-veteran who are not getting married prior to closing, lenders generally limit the loan amount to $90,000.  Loans between two veterans (married or not) both using their certificates of eligibility and intending to occupy the home are not subject to the lower loan amounts, although VA generally has to review all joint loans prior to closing.



Example of calculating the guaranty for a joint loan:

If a veteran is purchasing with a person who is not a spouse and who does not have home loan benefits, the guaranty is calculated based on the veteran’s portion of the loan. 

Example -  Loan amount = $136,000 (funding fee paid in cash)

Veteran & spouse obligors = $36,000 guaranty, the lender will loan $136,000

Two veteran obligors (both with full entitlement & occupying the home as a primary residence) = $36,000 guaranty, the lender will loan $136,000

Veteran and sister (the sister is not eligible for VA home loan benefits) = $27,200 (20%) guaranty; this is a true joint loan and the lender will limit the loan amount due to the guaranty:

Calculation:  $136,000/2 (vet’s portion of the loan) = $68,000.  Guaranty of a loan amount of $68,000 is 36,000 or 40% which ever is less; in our case the 40% which equals $27,200.  This is only a 20% guaranty on the whole loan amount which may not be sufficient to meet the lender’s secondary market requirements.  This is why some lenders will not exceed $90,000 on these forms of joint loans.  



VA is too picky regarding the condition of the property being purchased

VA requires the home to be safe, sound and, sanitary.  If a fee appraiser sees an obvious defect (such as water stains on the ceiling, stripped wires, ponding by the septic system), the fee appraiser will condition the appraisal report for a repair or in some cases a professional assess the defective situation.   However, if a veteran buyer feels this is not a required repair, they can request a repair condition be waived.  Generally the repair may be waived if the veteran buyer puts their request in writing, the lender concurs and it is not a hazardous situation.  However, at times this may impact the value of the property, thus reducing the VA backed loan amount.

�VA appraisers always bring the value in low

VA has a policy which requires the fee appraiser to notify the Point of Contact (POC) who is designated at the time the lender orders the appraisal, if s/he feels that the value is going to come in low.  The POC would then have the opportunity to provide the appraiser with documentation that could help the appraiser complete the report.  Please note that this policy does not intend that the appraiser discuss anything regarding the actual report (ie: comps being considered, how low the value is etc.) as to do so would be in violation of USPAP.  Nor is it intended to be perceived as a statement from VA to its fee appraisers to try and ‘come in at value’.  The purpose of this policy is to afford parties of interest the opportunity to be involved in the process and to assist the appraiser in obtaining the best available data so as to facilitate the process and avoid needlessly creating Reconsideration of Value situations which only tend to slow down the lending process.  



Should the value still remain low after the completion of the appraisal, VA allows any party in the transaction to request a reconsideration of value.  The request must be in writing and may be sent directly to the appraiser by the lender. VA does not require program participants to include additional sales data with the appeal of value, but strongly recommends this. 



Once the appraiser receives the request he or she must record the date the request was received,  review the request and any supporting documentation, prepares a written justification considered adequate and reasonable by professional appraisal standards (in most cases this includes sales comparison analysis) and forwards that material including the written request for reconsideration and his or her recommendation regarding disposition of the request to VA  VA will make the final value determination at this point in time.  We feel these steps will assist in assuring the proper value is issued right up front but also allows all parties to assure the most accurate data is considered.



VA appraisals take forever

Fee Appraisers on VA’s panel are subject to time limitations as the conventional market.  Should you have a problem with a fee appraiser regarding timeliness, please phone the Appraisal Division at 1-800-827-6311 and press 6 or e-mail your complaint to nh_appr@va.gov.



VA does not do spot approvals for condominiums

It is accurate, VA does not do spot approvals for condominiums but we do not charge for condo approvals and the processing time is generally two weeks.  We will also accept the approval of a project by HUD in most cases.  VA does not have investor ratio requirements but does have a 70% pre-sale requirement.



To see if a condominium is approved, please check VA’s Approved Condo List at http://condopudbuilder.vba.va.gov/2.2/frames.html

To obtain approval of a project, the following are required:

A copy of the Declaration and all Amendments (a Master Deed in Massachusetts)

A copy of the By-Laws (A Declaration of Trust in Massachusetts)

A copy of the site plan.

A copy of the management agreement, is one exists.

A copy of the unit deed.

Financials

The last two set of minutes from  the association meetings

A statement signed by a trustee, specifying if there are any existing or pending

      assessments, and or pending litigation affecting the condominium.
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