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Document Information

Scope Underwriting
Underwriter (VA Credit Certified)

Governing
Policy

Chapter 13 of the Lending Guide

Department of Veteran’s Affairs Lender’s Handbook

Tools and
Systems

Octane
Quick Reference Instructions for Prior Approval Loan Processing for Lenders
VA Loan Guaranty Website
WebLGY (accessed via the Veterans Information Portal, to submit all requested
documents)

Overview

Cardinal Financial, although an approved automatic lender, will be required to submit the below loan

types to the Department of Veterans Affairs (VA) for prior approval underwriting.  This procedure must

be initiated and completed prior to loan closing when one of the following loan parameters is applicable.

Identifying Loans that Require Prior Approval

Once identified as a transaction requiring prior approval underwriting, the VA Credit Underwriter will be

responsible for submitting the loan for prior approval for the following loan types and obtaining the

underwriting decision from the Department of Veterans Affairs, as outlined within Chapter 5 of the VA

Handbook.
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Joint Loans (Veteran/Veteran or Veteran/non-Veteran)

Loans involving “Joint loans” must be submitted to VA for prior approval underwriting. “Joint loan”

generally refers to a loan for which a veteran and another person(s) are liable, and the veteran and the

other obligor(s) own the security.

The following are considered Joint Loans:

● Vet/Non-Vet Joint Loans

○ A loan involving one veteran and one or more non-veteran (not spouse) or a veteran and

one or more veterans (other than the spouse) who will not be using their entitlement.

○ Veteran using entitlement must occupy.

○ Non-veteran not required to occupy.

○ Veteran’s income must be sufficient to cover their portion of the loan.

○ VA will only guarantee the veteran’s portion of the loan.

Note: A loan where a veteran and fiancé who intend to marry prior to loan closing and take title as

veteran and spouse will be treated as a loan to a veteran and spouse (conditioned upon their marriage),

and not a joint loan.  Loans for two or more unmarried Veterans who are each using the home loan

entitlement do not require prior approval.

Properties Vested in Leasehold Estates

Loans involving properties with leasehold ownership identified in preliminary title report, appraisal, or

the Notice of Value must be submitted to VA for prior approval of the property type and legal vesting.

VA’s legal staff will review the leasehold documents and the RLC will notify the requester of the results

of the review. Copies of the following documents must be sent to the RLC in order for the leasehold to

be reviewed for acceptability:

● Lease identifying the property to be leased, the lessor, the lease term, and the rent,

● All preceding assignments that may have occurred prior to the current assignment,
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● Sales contract, and

● In cases of age or income restricted leasehold communities, the Veteran-lessee consent

statement

Loans to Veterans in Receipt of VA Non Service-Connected Pension

Loans involving veterans receiving non service connected pension identified in the Certificate of

Eligibility  must be submitted to VA for prior approval underwriting.  Service connected disabilities are

defined as injuries or illnesses that are incurred in or aggravated by active military service. Disability

benefits available for other disabling conditions, even if they are not related to military service, are called

Non-service Connected Pension (NSC Pension).

● NSC Pension is based on financial need.

● VA needs to ensure that the income being reported to the lender on their loan application is the

same as the income reported to VA.

● False income reporting could lead to the termination of the benefit, as well as the creation of an

overpayment that the veteran would be required to repay. This could also affect the veteran’s

ability to repay the mortgage.

An alert will be present on the borrower’s Certificate of Eligibility as well as the Verification of VA

Benefits (VA 26-8937).
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Please see Chapter 13 of the Lending Guide for additional details.

IRRRLs Made to Refinance Delinquent VA Loans

IRRRL loans involving a VA loan being refinanced as an Interest Rate Reduction Refinance and where

the mortgage account is 30 days or more past due must be submitted to VA for prior approval

underwriting.

Manufactured Homes

Any manufactured home that is not permanently affixed to the lot and not considered to be real estate

under state law requires prior approval. Lenders considering a loan involving a manufactured home that

is not permanently affixed should contact 1-877-827-3702 and follow the instructions provided at that

time.
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Exception: Loans involving a manufactured home that is permanently affixed to the lot and considered

real estate under state law.

Unsecured Loans or Loans Secured by Less than a First Lien

Loans involving a refinance in which the only existing liability or liabilities are not first lien mortgage

liabilities must be submitted to VA for prior approval underwriting. These loans, while allowed by the

VA, require prior approval by the VA. Cardinal Financial only allows a loan up to the amount that is

currently in the borrower’s escrow account. In addition to VA prior approval, these files will require

review and approval by Cardinal’s Credit Committee.

Supplemental Loans

Prior approval is required on loans involving a refinance with a supplemental loan request for the

alteration, improvement or repair of a residential property.

Unique Situations Required Regional Loan Center Review

VA Credit Underwriters may also elect to discuss a loan issue with the Regional Loan Center (RLC) of a

type not on the above list when the lender’s own underwriting staff cannot resolve issues or

circumstances.  However, the underwriter must first attempt to contact the VA RLC of the jurisdiction

where the property is located to discuss the circumstances with a Loan Specialist.

If the  discussion results in a decision where the VA is required to perform further analysis, the credit

underwriter will follow the steps described within this procedure to submit the loan for review.

The submission for this scenario must include:

● The uploaded file that states the reason(s) for the prior approval submission and explains any

unique circumstance.

● A cover letter that  includes the submitting underwriter’s name, phone number, e-mail address

and his or her manager’s name, phone number, and e-mail address.
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Getting Started

The underwriter must perform the following steps prior to submitting a loan package for prior approval:

● Confirm Notice of Value (NOV) Issued Status

● Confirm VA Form 26-0592, Counseling Checklist for Military Homebuyers is complete

● Confirm Underwriting Disposition Status, Underwriting Risk Assessment

● Describe Reason for Prior Approval

In order to begin preparing a loan for Prior Approval Processing, the loan must have had the Notice of

Value Issued (NOV).

1. Log into the VA Loan Guaranty Website.

2. Select webLGY from the Menu.

3. Locate subject transaction LIN/ Agency Case ID in Octane by navigating to Terms screen >

Government Loan tab > Agency Case ID.

4. Copy and Paste the LIN into the search field on webLGY and click Submit.
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5. The NOV status will be in the top right corner.

6. Once the loan is in the NOV-Issued Status, the Prior Approval loan package may be submitted

for VA prior approval review.

Confirming VA 26-0592is Complete

Ensure that the Counseling Checklist for Military Home Buyers (VA 26-0592) is complete by confirming

the following:

1. The active duty members receive counseling using VA Form 26-0592.

2. The Counseling Checklist for Military Homebuyers is signed and dated.

Confirming Risk Assessment Type and Underwriting Method

In order to begin preparing a loan for Prior Approval Processing, the loan Risk Assessment Type and

Underwriting Method must be set. When the underwriter has completed their initial underwrite as

required by the Department of Veterans Affairs, the following steps are required to prepare the loan for

submission in accordance with the Prior Approval procedure.

1. Navigate to the Underwriting Screen.
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2. Select Risk Assessment Type Manual Underwriting.

3. Select Underwriting Method External - VA.

Confirming Reason for Prior Approval

Describe the Reason for Prior Approval by following the below steps.

1. Navigate to the Underwriting screen.

2. Describe the reason for prior approval submission and any other compensating factors or

important notes within Underwriter Comments (Form 1008, HUD 92900-LT, VA Loan Summary

and VA Loan Analysis). Include any parties that are listed on the title as owners, if relevant to

submission (eg changing obligors on an Interest Rate Reduction Loan)
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Entering the Loan in webLGY

Once the requirements to submit the loan have been validated, the below steps must be followed to
submit the loan to the VA website.

1. Log in WebLGY (accessed via the Veterans Information Portal, to submit all requested

documents).

2. Navigate to the Enter New Loan option from the Loan drop down menu.

3. Select Enter New Loan.

4. Select Prior Approval for the Loan Procedure.

5. Enter the VA loan identification number (LIN) and select Submit.
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6. Enter the Veteran’s Social Security Number.

7. Click on Add New Veteran.

8. If there is a match in the WebLGY database, the Veteran Attributes will be returned.

Note: Please review the Veteran’s Social Security Number for accuracy. If the Social Security

Number does not match a Veteran record in the WebLGY database or an approved Certificate of

Eligibility (COE) has not been created, the Veteran attributes will return blank.  The VA will not

review a prior approval package without a valid COE issued for the Veteran.

9. Enter Ethnicity.
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a. Enter whether the Veteran is Funding Fee Exempt or Note Exempt from the Certificate of

Eligibility.

10. Select Loan Analysis.

11. Complete the required fields in the Loan Analysis page:

a. Loan Amount
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b. Refinance Code

c. Loan Purpose

d. Ownership Title Type f Mortgage

e. Interest Rate

12. Enter the Veteran’s personal and financial information in Section B of the Loan Analysis.

a. Occupation of Applicant - Under the income screen in Octane

b. Liquid Assets - Under the Assets screen in Octane

c. Total Assets - Under the Assets screen in Octane

d. Current Monthly Housing Expenses - Under the Property > Expenses tab in Octane
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13. Enter the Veteran’s total monthly shelter expenses in Section C.

a. Term - in months

b. Mortgage Payment - Octane Ribbon

c. Taxes

d. Insurance
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14. Enter the Veteran’s total debts in Section D.

a. Found under the Credits > Liabilities screen in Octane.

15. Complete Section E.

a. Enter the Borrower(s) income and monthly deductions.

b. Select whether the Veteran’s credit history is Satisfactory or Unsatisfactory.

c. Select whether or not the Veteran meets the VA credit standards.

d. Enter the Veteran’s Credit Alert Interactive Voice Response System (CAIVRS) number.
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16. Click Submit.

a. If all the information was entered and it passes data validation, VA Form 26- 6393, Loan

Analysis will be saved for VA review.

17. Once all the information is complete on the VA Form 26-6393, Loan Analysis, an Application

Received message will appear indicating that the Loan Analysis was successfully submitted to

the VA for review.

Downloading the Loan Package

1. Navigate to Documents > Stack.

2. Select VA Prior Approval from the drop down.

3. Click Download Stack and save to your desktop.

Note:  This stack will be organized as specified by the Department of Veterans Affairs stacking

order for prior approval.
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Submitting the Loan Package

1. Navigate back to the Status and History page from the Loan drop-down menu.

2. Click on Loan from the top menu.

a. Select Recent Loans.

b. Click on the loan you just entered.
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3. Click on the Correspondence link in order to upload a loan package.

● Document Association: Select Loan from the drop-down menu.

● Correspondence Type: Select Document Received from the drop-down menu.

● Document Type: Select Prior Approval Loan Package from the drop-down menu.

● Document Name: Enter a name that describes the document. Please refrain from using

the Veteran’s name in this field.

● File to Upload: Select the Browse button to locate the file from your desktop.

Confirming Successful Upload

When successful, the Loan Correspondence History section will display the file that was submitted for

review.

1. The credit underwriter should send an email to the RLC alerting them the loan has been

submitted for prior approval.

a. In the subject line, reference the borrower’s name and LIN number.
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Updating the Workflow

While the VA reviews the loan submission, the credit underwriter will take the following steps:

1. Navigate to your workflow and include a note that the loan was submitted to the VA for prior

approval.

2. Place workflow into wait.

3. Set follow-up for 3 days.

a. The credit underwriter will hold onto their workflow until the VA completes their review,

at which time the underwriter can decision the loan accordingly.

Timeframe and Outcomes

The VA will review the documents submitted and complete the following:

1. Suspend processing and request additional information from the lender.

2. Send a notice of denial to the lender and borrower, or

3. Issue VA’s certificate of commitment to the lender, which is evidence of VA’s approval of the loan

to close and willingness to guarantee the loan.

4. The VA has 10-business days to provide a commitment, suspense or a denial.

5. The processing time may be extended for loans involving the receipt of VA pension income.

6. All communication will be with the VA Credit Underwriter only.

7. If additional documentation is required, the VA will suspend the loan and request additional

information. Another 10 business days is allotted from the date of receipt of the new information

Retrieving the Loan Review Result

It is the credit underwriter’s responsibility to check WebLGY for any communication from the VA

regarding the loan. It is not required for the VA underwriter to contact the credit underwriter directly.
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1. Move Underwriting Conditions [pending follow-up] to work.

2. Log into WebLGY.

3. Search Lin number to review Loan Events Summary and Notes for any communication from the

VA.

4. Navigate to Correspondence in WebLGY to download the Prior Approval Loan Package.
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5. Upload to Octane > External Underwriting Disposition by clicking Add File.
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6. When the final decision has been given from the Department of Veterans Affairs, the

underwriter will navigate to Certificates in WebLGY to download the Commitment.
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7. Upload the commitment to Octane > External Underwriting Approval.
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8. Proceed to decision the loan accordingly.

References

Reference List

Chapter 13 of the Lending Guide

Regional Loan Center Contact Information

Revision History

Revision History is to be used as a reference only and will only provide a summary of
document changes. For complete versioning, refer to the Google Docs versioning
functionality, which is the system of record. Versioning has been captured as of 10.1.20.

Date Version Description Approver

6.9.22 V2 Removed requirement for Prior Approval for a
veteran with a VA appointed fiduciary

Kristen Bellon

2.3.21 V1 Annual Review: Complete review and rewrite to
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align with current process

6.2.20 - See Google Version History for previous updates
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