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DOCUMENT OVERVIEW 

Purpose The following document describes the responsibilities and requirements of the 
Carrington Mortgage Services, LLC (CMS) Mortgage Lending Division Underwriter 
(Underwriter) when reviewing and underwriting VA mortgage loan applications. 
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Overview (continued) 

Revision 
History 

 
Date Version Description of Change 
09/05/23 4.0 • Revised Initial Disclosures > Requirements to remove VA Form 

26-1802a requirement. 
• Revised Automatic Processing of IRRRLs > Requirements to 

remove VA Form 26-1802a requirement. 
11/15/22 3.9 Revised IRRRL Features table to add Non-Credit Qualifying: "A VVOE 

is not required for non-credit qualifying IRRRLs." 
11/09/22 3.8 Rebranded with New Logo. 
07/28/22 3.8 Reviewed by the Director, National Underwriting. No changes required. 
08/26/21 3.7 Updated Maximum Loan Term to add “Where the term of the existing 

VA loan has been modified, the maximum term increase is based on 
the original term and not the modified term.” 

07/28/21 3.6 • Revised Initial Disclosures to remove COE and Disability 
Questionnaire, which are not required. 

• Updated Certificate of Eligibility to indicate it is not required. 
• Added new Funding Fee Exemption requirements. 
• Updated Surviving Spouse to remove COE requirements and 

updated Funding Fee requirements. 
03/22/21 3.5 Revised Requirement of a Certificate of Eligibility to clarify Form 26-

8937 must be submitted through the Certificate of Eligibility application 
in WebLGY and updated the requirements for a surviving spouse of a 
deceased Veteran.  

12/16/20 3.4 • Revised Minimum Payments to add CMS overlay that Housing 
history must be 0 x 30 for the last 12 months and borrower must be 
current for the month of closing. 

• Updated Amount of Guaranty Requirement of a Certificate of 
Eligibility requirements. 

04/03/20 3.3 • Updated VA IRRRL Definition to remove HPML loans 
requirements.  

• Revised Amount of Guaranty Requirement of a Certificate of 
Eligibility to update requirements for funding fee exemption. 

• Added Credit Alert Verification Reporting System (CAIVRS) 
description and requirements. 

01/06/20 3.2 Revised Loan Seasoning Requirements to add requirements for 
modified loans. 

08/16/19 3.1 • Revised throughout to align with recent VA Circular 26-19-22. 
• Revised Loan Seasoning Requirements to reflect new GNMA 

requirement for first payment due date vs. first payment made 
date. 

07/02/19 3.0 • Revised the Amount of Guaranty and Entitlement Use 
requirements. 

• Updated VA IRRRL Definition 
• Revised Veteran’s Statement and Lender Certification to 

remove note regarding payments that are not decreasing.  
• Updated Recoupment Period requirements and added 

Recoupment table. 
05/09/19 2.9 • Revised the Recoupment Period section to add a note listing the 

exceptions to the recoupment requirements.  
• Revised the Net Tangible Benefits Requirements section note to 

clarify the requirements and remove rate reduction and 
recoupment of fees as exceptions.  
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Overview (continued) 
Revision 
History 
(continued) 

 
Date Versio

n 
Description of Change 

04/10/19 2.8 • Revised Amount of Guaranty and Entitlement Use to add 
Eligibility is determined by VA and documented on the Certificate of 
Eligibility (COE).  

• Revised Prior Approval Procedures to add requirements for dual 
entitlement. 

09/25/18 2.7 Revised Net Tangible Benefit requirements to add rate reduction of 
.125% when the borrower benefit is based solely on a Term Reduction.  

07/12/18 2.6 Revised Loan Seasoning Requirements to remove the following Note: 
Seasoning requirement does not apply to a VA cash-out or “regular” 
refinance if the principal amount of the new cash-out loan will exceed the 
amount of the loan being refinanced. 

06/05/18 2.5 • Added The Protecting Veterans From Predatory Lending Act of 
2018 section 

• Revised Recoupment Period requirements. 
• Added Net Tangible Benefit requirements. 
• Added Loan Seasoning requirements. 

05/17/18 2.4 Added Qualified Mortgage (QM) requirements. 
03/27/18 2.3 • Revised Veteran’s Statement and Lender’s Certification to add 

disclosure requirements that are effective 4/1/18 
• Added Document Images requirements. 

11/14/17 2.2 Revised VA IRRRL Definition to add “There is no minimum FICO 
requirement.” 

08/29/17 2.1 Revised Credit Underwriting Requirements to remove 0x30 overlay. 
07/24/17 2.0 Revised Mortgage Payment Requirements section. 
02/15/17 1.9 • Revised Recoupment Period 

• Added GNMA minimum payment requirements and removed 
additional 36 month verbiage 

11/08/16 1.8 • Added new Initial Disclosures section 
• Revised Automatic Processing of IRRRLs Requirements section 

04/19/16 1.7 Revised the VA IRRRL Definition to add: 
"Refinance transactions with borrower credit scores of 500 - 549 are 
permitted for existing VA-guaranteed loans currently serviced by CMS 
only. The FISERV loan number must be verified." 

01/13/16 1.6 Reviewed by SVP, Administration, MLD, Shared Services and the VP, 
Credit, MLD, Shared Services. No Changes are required. 

02/11/15 1.5 • In the Interest Rate and Payment Changes section, added the 
Payment Shock Calculation sub-section. 

• Updated the Recoupment Period section. 
• Updated the Title/Lien Requirements section. 
• In the Obligated Parties on an IRRRL section, updated the 

following Requirements sub-sections. 
01/22/15 1.4 • Updated the Veteran’s Statement and Lender’s Certification 

section. 
• Added the Recoupment Period section. 

01/02/15 1.3 • In the Closing section, updated the Permissible Closing Costs 
sub-section. 

• In the Maximum Loan Amount section, updated the 
Requirements sub-section. 

04/04/14 1.2 Updated the Occupancy section. 
01/07/14 1.1 Made changes to comply with CFPB rules effective 01/10/14: 

• Safe Harbor Act for Appraisals 
05/24/12 
(05/07/13) 

1.0 New document. 
Re-branded document with new logo (05/07/13). 
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VA IRRRL LOAN UNDERWRITING 
VA IRRRL 
Definition 

An IRRRL is a VA-guaranteed loan made to refinance an existing VA-guaranteed loan, 
generally at a lower interest rate than the existing VA loan, and with lower principal and 
interest payments than the existing VA loan.  

There is no minimum FICO requirement.   

INTEREST RATE AND PAYMENT CHANGES 

Interest Rate 
Decrease 
Requirement 

An IRRRL must bear a lower interest rate than the loan it is refinancing, unless the 
loan it is refinancing is an adjustable rate mortgage (ARM). 

Payment 
Decrease/Increase 
Requirements 

The principal and interest payment on an IRRRL must be less than the principal and 
interest payment on the loan being refinanced, unless one of the following 
exceptions apply: 

• The IRRRL is refinancing an ARM, or 

• The term of the IRRRL is shorter than the term of the loan being refinanced. 

A significant increase in the veteran’s monthly payment may occur with any of the 
previous two exceptions, especially if combined with one or more of the following: 

• Financing of closing costs, 

• Financing of up to two discount points, 

• Financing of the funding fee, and/or 

• Higher interest rate when an ARM is being refinanced. 

If the monthly payment (PITI) increases by 20 percent or more, CMS must: 

• Determine that the veteran qualifies for the new payment from an 
underwriting standpoint, i.e., Credit Qualify the borrower (such as determine 
whether the borrower can support the proposed shelter expense and other 
recurring monthly obligations in light of income established as stable and 
reliable), and 

• Include a certification that the veteran qualifies for the new monthly payment 
which exceeds the previous payment by 20 percent or more. 
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Interest Rate and Payment Changes (continued) 

Payment Shock 
Calculation 

Payment shock is the percentage of payment increase of the proposed payment 
compared to the existing payment. To determine whether a borrower must be credit 
qualified, payment shock is calculated by dividing the difference between the 
proposed PITIA payment and the existing PITIA payment by the existing PITIA 
payment.  

Example: 
Existing Payment - $1250 

Proposed Payment - $3000 

Difference - $1750 

Calculation: $3000 - $1250 = $1750 / $1250 = 1.40 or 140% 

THE PROTECTING VETERANS FROM PREDATORY LENDING ACT OF 2018 

Overview The Protecting Veterans From Predatory Lending Act of 2018 (the Act) is designed 
to protect Veteran borrowers from predatory lending practices known as “loan 
churning” or “serial refinancing”, when obtaining a VA-guaranteed refinance loan.  

CMS ensures all VA-guaranteed loans meet the fee recoupment, net tangible 
benefit and loan seasoning requirements of the Act.  

VETERAN’S LOAN COMPARISON STATEMENT AND RECOUPMENT FOR 
DISCLOSURE PURPOSES 

Requirements For all IRRRLs, the veteran must sign a statement acknowledging the effect of the 
refinancing loan on the veteran’s loan payments and interest rate, both with the 
initial application and with the final closing documents. The initial Loan Comparison 
Statement must be provided no later than the third business day after receiving the 
veteran’s application.  The veteran (and spouse, if applicable), must acknowledge 
the initial statement before receiving a Clear to Close. 

The loan statement must include the following information relating to the loan being 
refinanced and the refinance loan, i.e. the IRRRL: VA Loan Identification Number 
(LIN); Loan Amount; Loan Term; Monthly Payment; Interest Rate; and Borrower 
Name(s). The statement must also show the recoupment period (in months) for all 
fees, expenses, and closing costs, (including taxes, amounts held in escrow, and the 
VA funding fee), whether included in the loan or paid outside of closing. To complete 
the recoupment calculation for the purposes of the Comparison Statements: 

a) Add the following items from the Loan Estimate (initial disclosure) or 
Closing Disclosure (final disclosure): origination charges, services 
you cannot shop for, services you can shop for, taxes, other 
government fees, and the VA funding fee. 

b) Subtract any lender credits. 

c) Divide that amount by the decrease in monthly PI payment. Please 
note that the monthly PI payment is calculated using the total loan 
amount, including any financed VA funding fee. 
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Veteran’s Loan Comparison Statement and Recoupment for Disclosure Purposes 
(continued) 

Requirements 
(continued) 

Example: 

• The veteran’s monthly payment decreases by $50. 

• The veteran pays $5,000 in closing costs (includes all costs – closing costs, 
funding fee, discounts, etc.).  

• $5,000 divided by $50 = 100 months recoupment for disclosure purposes 
If the IRRRL results in the same or increased monthly PI payment, for example 
when reducing the term or refinancing from an ARM to a fixed rate mortgage, the 
Loan Comparison Statement presented to the Veteran will include the total costs 
associated with the IRRRL. 

Note: The recoupment calculation for the purposes of the Loan Comparison 
Statement differs from the recoupment calculation required for Guaranty discussed 
below. Namely, the Comparison Statement will gauge how the Veteran’s payment of 
taxes, amounts held in escrow, and VA funding fee affect the cost of the new 
refinance loan. 

RECOUPMENT PERIOD FOR GUARANTY 

Requirements Recoupment describes the length of time it takes for a Veteran to pay for certain 
fees, closing costs, and expenses that were necessitated by the refinance loan. The 
recoupment standard applies to all IRRRLs. This includes, but is not limited to, 
IRRRLs where the principal balance is increasing, the term of the loan is decreasing, 
or where the loan being refinanced is an adjustable-rate mortgage (ARM). 

Recoupment for the purposes of determining eligibility for guaranty is calculated by 
dividing all fees, expenses, and closing costs, whether included in the loan or paid 
outside of closing (i.e., an appraisal fee), by the reduction of the monthly PI payment. 
The VA funding fee, escrow, and prepaid expenses, such as, insurance, taxes, 
special assessments, and homeowners’ association (HOA) fees, are excluded from 
the recoupment calculation for guaranty purposes. 

CMS must ensure and certify to VA that: 

a) for an IRRRL that results in a lower monthly principal and interest (PI) 
payment, the recoupment period of fees, closing costs, and expenses (other 
than taxes, amounts held in escrow and the VA funding fee), incurred by the 
Veteran, does not exceed 36 months from the date of the loan closing, or 

b) for an IRRRL that results in the same or higher monthly PI payment, the 
Veteran has incurred no fees, closing costs, or expenses (other than taxes, 
amounts held in escrow and the VA funding fee). 

Note: For purposes of calculating the recoupment period, 38 U.S.C. § 3709(a)(3) 
allows lenders to exclude taxes, amounts held in escrow and the VA funding fee 
from the calculation. As such, when determining the reduction in monthly payment 
for the new loan, CMS may utilize the monthly PI without the financed funding fee in 
the recoupment calculation for guaranty purposes.  
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NET TANGIBLE BENEFIT REQUIREMENTS 

Requirements CMS must provide the Veteran or borrower a net tangible benefit test (NTB) as 
follows: 

• Fixed-to-Fixed: In cases where the previous VA loan had a fixed interest 
rate and the new refinanced loan will have a fixed interest rate; the new 
refinanced loan must have an interest rate that is not less than 50 basis 
points (0.50 less in interest rate) less than the previous loan. 

• ARM-to-Fixed: In cases where the previous VA loan had an adjustable 
interest rate and the new refinanced loan will have a fixed interest rate, a 
reduction in the interest rate is not required. 

The table below summarizes the requirements related to recoupment, rate reduction, 
loan seasoning, Loan Comparison Statement, and appraisals:  

Loan 
Type 

36 Month 
Recoupment 

NTB Rate 
Reduction 

Loan 
Seasoning 

NTB - Loan 
Comparison 
Statement 

Appraisal 

Fixed-to-
Fixed  Yes Yes – 50bps Yes Yes  

Fixed-to-
ARM**  Yes Yes – 200bps Yes Yes Yes* 

ARM-to-
Fixed  Yes No Yes Yes  

ARM-to-
ARM**  Yes No Yes Yes  

*only if Discount points charged 

**CMS does not offer ARM loans at this time.   

LOAN SEASONING REQUIREMENTS 

Requirements All VA-guaranteed loans must be seasoned for a period of time, before 
refinancing to a VA-IRRRL. The required seasoning is the later of; 

• The date that is 210 days after the date on which the first payment is 
due on the original loan being refinanced, and; 

• The date on which the sixth monthly payment is made on the loan. 

If a loan has been modified: seasoning is based on the loan as modified, and 
not the original loan. For example: if the original loan closed 02/17/2018 and a 
modification was completed 11/05/2019, the loan cannot be refinanced as an 
IRRRL until the 11/05/2019 modification has been seasoned. 
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MORTGAGE PAYMENT REQUIREMENTS 

Minimum 
Payments 

Housing history must be 0 x 30 for the last 12 months and the borrower must be 
current for the month of closing. GNMA requires six (6) months payment seasoning. 
The new refinance (date of the Note) must occur after the due date for the sixth (6th) 
monthly payment on the original loan. 

All liens for the subject property must be verified and paid current through the month 
due of closing. 

INITIAL DISCLOSURES 

Requirements CMS requires the following initial disclosures for VA IRRRL loans: 

• Uniform Residential Loan Application (URLA) 

• VA Form 26-8937, Verification of VA Benefits, if applicable 

• VA Form 26-0592, Counseling Checklist for Military Homebuyers, if veteran 
is on active duty 

CLOSING 

Permissible 
Closing Costs 

The following fees and charges may be included in an IRRRL: 

• The funding fee, and 

• Any allowable fees and charges discussed in the Allowable Fees and 
Charges section of the VA Borrower Fees and Charges (such as all 
allowable closing costs, including the lender’s flat charge). 

Exception: While the borrower may pay any reasonable amount of discount points 
in cash, only up to two discount points can be included in the loan amount. 

Although VA does not require an appraisal or credit underwriting on IRRRLs, any 
customary and reasonable credit report or appraisal expense incurred by CMS to 
satisfy its lending requirements may be charged to the borrower and included in the 
loan. 

CMS may also set the interest rate on the new loan high enough to enable the 
lender to pay all closing costs, as long as the requirements for lower interest rate 
and payments (or one of the exceptions to those requirements) are met.  

For IRRRLs to refinance loans 30 days or more past due (which must be submitted 
for prior approval), the following can be included in the new loan: 

• Late charges on the old loan, and 
• Reasonable costs if legal action to terminate the old loan has been 

commenced. 

http://carringtonhome.corp.int/Corporate%20Document%20Library/VA%20Borrower%20Fees%20and%20Charges.pdf
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Closing, continued 

Qualified 
Mortgage (QM) 

CMS must ensure the points and fees charged are in compliance with the Qualified 
Mortgage (QM) Rule. (i) The loan being refinanced was originated at least six (6) 
months before the new loan’s closing date and (ii) at least six (6) payments have 
been made on the original loan, (iii) the recoupment period for all allowable fees and 
charges financed as part of the loan or paid at closing does not exceed 36 months. 

Cash at Closing An IRRRL cannot be used to take equity out of the property or pay off debts, other 
than the VA loan being refinanced. Loan proceeds may only be applied to paying off 
the existing VA loan and to the costs of obtaining or closing the IRRRL. Therefore, 
the general rule is that the borrower cannot receive cash proceeds from the loan. If 
necessary, the refinancing loan amount must be rounded down to avoid payments of 
cash to the veteran. 

In a limited number of situations, the borrower may receive cash at closing. Some 
examples of situations in which the VA does not object to the borrower receiving 
cash are: 

• Computational errors, 

• Changes in final pay-of figures, 

• Up-front fees paid for the appraisal and/or credit report that are later added 
into the loan, and  

• Refund of the escrow balance on the old loan. This often occurs when a 
party other than the present holder originates the loan. 

VA does not set a “ceiling” or a specific dollar limitation on cash refunds resulting 
from adjustments at closing. However, if a situation involves a borrower receiving 
more than $500, consult VA as to its acceptability. CMS and VA personnel should 
exercise common sense when assessing such situations and draw from basic 
program information to know the difference between an equity withdrawal and cash 
from unforeseen circumstances. 

MAXIMUM LOAN AMOUNT 

Requirements Always use VA Form 26-8923, IRRRL Worksheet, to calculate the maximum loan 
amount. The maximum loan amount is the existing VA loan balances plus all of the 
following: 

• Including any late charges,  
 
Note: Any IRRRL that includes delinquent payments in the loan amount 
must be submitted for prior approval, even when a lender has automatic 
authority. 

• Allowable fees and charges (includes up to two discount points),  

• The VA funding fee. 

Note: Refer to CMS’ VA IRRRL Matrix for maximum loan amounts.  
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AMOUNT OF GUARANTY  

Requirements VA will guarantee 25 percent of the loan amount without regards to the Veteran’s 
available entitlement and/or the conforming loan limits. 

CERTIFICATE OF ELIGIBILITY 

Requirements A Certificate of Eligibility (COE) is not required.  

Funding Fee 
Exemption 

A funding fee must not be collected from individuals who are, by statute, provided a 
waiver of the funding fee. The statutory waiver of funding fees applies to the 
following:  

• A Veteran who is receiving disability compensation (or who, but for the 
receipt of retirement pay or active service pay, would be entitled to receive 
compensation). 

• A surviving spouse of any Veteran (including a person who died in the active 
military, naval, air, or space service) who died from a service-connected 
disability. 

• A Veteran who is rated eligible to receive compensation as the result of a 
pre-discharge disability examination and rating, or based on a pre-discharge 
review of existing medical evidence (including service medical and treatment 
records) that results in the issuance of a memorandum rating. 

• A member of the Armed Forces who is serving on active duty and who 
provides, on or before the date of loan closing, evidence of having been 
awarded the Purple Heart. 

VA’s systems provide for accurate funding fee exemption information at the time the 
VA loan number is requested and on the IRRRL Appraisal Case Initiated screen of 
the loan record in WebLGY. If the IRRRL case does not reflect a funding fee 
exemption, but the veteran provides information to indicate they may be exempt 
from the funding fee, CMS should contact the VA RLC for a final determination. 
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Requirement of a Certificate of Eligibility (continued) 

Surviving Spouse If a surviving spouse of a deceased Veteran was a co-borrower of a VA-guaranteed 
loan, the surviving spouse is eligible for an IRRRL to refinance the VA-guaranteed 
loan. A surviving spouse in receipt of VA Dependency and Indemnity Compensation 
(DIC) will be exempt from paying the funding fee. The IRRRL case will continue to 
be ordered in the deceased veteran’s name, refer to the IRRRL case for funding fee 
exemption information.  

MAXIMUM LOAN TERM 

Requirements The maximum loan term is the original term of the VA loan being refinanced plus 10 
years, but not to exceed 30 years and 32 days. For example, if the old loan was 
made with a 15-year term, the term of the new year cannot exceed 25 years. 

Where the term of the existing VA loan has been modified, the maximum term 
increase is based on the original term and not the modified term. 

TITLE/LIEN REQUIREMENTS 

Requirements The IRRRL must replace the existing VA loan as the first lien on the same property. 
Any second lien-holder would have to agree to a subordinate to the first lien holder. 

• The borrower cannot pay off liens other than the existing VA loan from 
IRRRL proceeds. 

• The veteran (or surviving co-obligor spouse) must still own and occupy the 
property. 

• Title must be in the borrower’s name at application for refinance transactions 
and at the time of closing for all transactions. 
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OBLIGATED PARTIES ON AN IRRRL 

Requirements Generally, the parties obligated on the original loan must be the same on the new 
loan, and the veteran must still occupy the property. 

The lender should contact VA regarding a proposed IRRRL involving a change in 
obligors, unless the acceptability of the IRRRL is clear. Sample cases are provided 
in the table below. 

Case Examples: 

Parties obligated on old VA 
Loan 

Parties to be obligated on 
new IRRRL 

Is IRRRL 
Possible? 

1 Unmarried veteran Veteran and new spouse Yes 

2 Veteran and spouse Divorced veteran alone Yes 

3 Veteran and spouse Veteran and different spouse Yes 

4 Veteran alone Different veteran who has 
substituted entitlement 

Yes 

5 Veteran and spouse Spouse alone (veteran died) Yes 

6 Veteran and nonveteran 
joint loan obligors 

Veteran alone Yes 

7 Veteran and spouse Divorced spouse alone No 

8 Unmarried veteran Spouse alone (veteran died) No 

9 Veteran and spouse Different spouse alone 
(veteran died) 

No 

10 Veteran and nonveteran 
joint loan obligors 

Nonveteran alone No 

 

 In Case 5, the surviving spouse is permitted to refinance an existing VA-guaranteed 
loan as long as the surviving spouse was obligated on the original note. Must have 
death certificate for veteran in file in order to close the new loan in the name of the 
surviving spouse with the case number in the veteran's name. 

In Case 7, the divorced spouse is keeping the home and wishes to refinance. The 
spouse cannot get an IRRRL unless the veteran agrees to be obligated on the new 
loan and commit his or her entitlement to the new loan. A person without entitlement 
cannot get an IRRRL or any other type of VA loan. 
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Obligated Parties on an IRRRL (continued) 

Requirements, 
continued 

In Cases 8 through 10 (below), the applicants cannot obtain an IRRRL because 
they do not include the veteran or a person who was the veteran’s spouse at the 
time the original loan was made, and who was obligated on the loan along with the 
veteran. 

Case 8 - In the case of the unmarried veteran obtaining the original loan: 

• The marriage and death of the veteran occurred after the loan was made, 
and 

• The deceased veteran’s spouse is not obligated on the original loan. Thus, 
an IRRRL is not possible. 

Case 9 - In the case of the veteran and spouse obligated on the original loan:  

• The divorce, remarriage, then death of the veteran occurred after the loan 
was made, and 

• The deceased veteran’s new spouse is not obligated on the original loan. 
Thus an IRRRL is not possible. 

Case 10 - In the case of the veteran/nonveteran joint loan: 

• The veteran “sold out” to the nonveteran co-obligor after the loan was made, 
and  

• The veteran no longer has any ownership interest in the property. Thus, an 
IRRRL is not possible. 

Underwriting 
IRRRLs When 
Obligors Have 
Changed 

Although VA does not require any credit/income documentation or re-underwriting of 
IRRRLs when there has been a change in obligors, CMS will consider the following: 

• Check mortgage payment record in lieu of obtaining a full credit report, 
unless required by the investor. 

• For death or divorce cases, obtain a statement from the obligor(s) on the 
ability to make payments on the new loan without the co-obligor’s income. 

• Obtain a statement about the addition of a different spouse, change in 
number of dependents, as applicable. 

CMS should satisfy itself that the lower payment and interest rate, and the minimum 
25 percent guaranty compensate for no re-underwriting on the new loan where there 
has been a change in obligors. 
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OCCUPANCY 

Requirements Primary and investment or secondary residences are permitted. 

The veteran or the spouse of an active service member must certify that he/she 
currently occupies the property as his/her home. 

For investment or secondary residences the veteran must certify that he or she 
previously occupied the property as his or her home. 

Example: A veteran living in a home purchased in a home purchased with a VA loan 
is transferred to a duty station overseas. The veteran rents out the home. He or she 
may refinance the VA loan with an IRRRL based on previous occupancy of the 
home. 

VA LOAN IDENTIFICATION NUMBER 

Requirements Request a new loan number for each IRRRL through the Appraisal System, without 
requesting an appraisal. 

CREDIT UNDERWRITING 

Requirements No credit information or underwriting is required, unless: 

• The loan to be refinanced is 30 days or more past due, or 

• The monthly payment (PITI) will increase 20 percent more. 

Note: CMS is not participating in refinancing delinquent VA mortgages. Loan must 
be current at closing. A borrower with a recent Chapter 13 bankruptcy may need 
approval of the trustee for the new loan. 

What is the Credit 
Alert Verification 
Reporting System 
(CAIVRS)? 

CAIVRS is a Department of Housing and Urban Development (HUD) maintained 
computer information system which enables participating lenders to learn when a 
borrower has previously defaulted on a federally-assisted loan. More information can 
be found at: hud.gov/caivrs 

The database includes default information from the Department of Agriculture, 
Department of Education, Department of Justice, HUD, Small Business 
Administration, Federal Deposit Insurance Corporation, and VA. 

The VA default information included in the database relates to: 

• overpayments on education cases, 

• overpayments on disability benefits income, and 

• claims paid due to home loan foreclosures which resulted in a debt of the 
government (Generally type 2 VA loans). 

http://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/sfh/caivrs
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Credit Underwriting (continued) 

CAIVRS 
Procedures 

A CAIVRS inquiry must be performed for all borrowers and co-borrowers (Veteran or 
non-Veteran) on all VA loans, including IRRRLs. The one exception to this policy is 
that CAIVRS is not required for non-purchasing spouses in community property 
states. 

VA assigns a 10-digit VA lender identification number (ID) to each new lender, then 
automatically forwards the ID number to HUD with a request to grant the lender 
CAIVRS access.  The lender can begin accessing CAIVRS usually between 7 to 10 
business days after receiving its VA ID number assignment. 

To register for CAIVRS access for first time users, please use the following link: 
https://entp.hud.gov/idapp/html/f57register.cfm. 

Please direct questions concerning problems encountered with accessing CAIVRS 
to caivrs_admin@hud.gov.  

If the borrower(s) is found to have a delinquent federal debt through CAIVRS, the 
validity and delinquency status of the debt should be verified by contacting the 
creditor agency using the contact phone number and case number reflected on the 
borrower’s CAIVRS report. 

The creditor agency that is owed the debt can verify that the debt has been resolved.  
Documentation should be included in the loan file and an explanation must be 
provided on VA Form 26-6393, Loan Analysis.  It is not necessary for CAIVRS to 
update the number if documentation is included in the loan file. 

Once screening is complete, enter the CAIVRS confirmation code on VA Form 26-
6393, Loan Analysis, in the space to the right of the “no” block in item 46 for 
purchase and refinances.   

For IRRRLs, enter the code on VA Form 26-8923, IRRRL Worksheet, in the Notes 
section. 

PRIOR APPROVAL PROCEDURES 

Requirements An IRRRL can be closed on an automatic basis by any lender (such as a lender with 
or without automatic authority to close other types of loans on an automatic basis) in 
any geographic location. 

CMS may choose to submit an IRRRL for prior approval. In such cases, include an 
explanation of why the loan is being submitted for prior approval. 

Submit documents on closed prior approval IRRRLs in accordance with the 
instructions outlined in the VA Lender’s Handbook. 

Note: Prior approval for IRRRLs is not required for: 

• Veterans in receipt of nonservice-connected pension, or  

• Veterans rated incompetent by VA when these veterans meet the 
requirements of this section, or  

• Joint loans with two or more married or unmarried Veterans who intend to 
use their entitlement and take title jointly. 

https://entp.hud.gov/idapp/html/f57register.cfm
mailto:caivrs_admin@hud.gov
http://www.vba.va.gov/pubs/forms/VBA-26-6393-ARE.pdf
http://www.vba.va.gov/pubs/forms/VBA-26-8497a-ARE.pdf
http://www.vba.va.gov/pubs/forms/VBA-26-8497a-ARE.pdf
http://www.vba.va.gov/pubs/forms/VBA-26-6393-ARE.pdf
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AUTOMATIC PROCESSING OF IRRRLS 

Requirements An IRRRL can be closed on an automatic basis by any lender (such as a lender with 
or without automatic authority to close other types of loans on an automatic basis) in 
any geographic location. 

A loan must be reported (such as all documentation submitted) to VA within 60 days 
of closing. If CMS fails to meet this time limit must provide a written explanation.  

To report a loan, submit the following documents to VA in the order listed below: 

1. CMS’s cover or transmittal letter, if used 
2. Uniform Residential Loan Application (URLA) 
3. Closing Disclosure (CD) 
4. Closing Disclosure (CD) itemization 
5. VA Form 26-1820, Report and Certification of Loan Disbursement 
6. Statement signed by the veteran, acknowledging the effect of the 

refinancing loan on the veteran’s loan payments and interest rate. 
7. VA Form 26-8923, Interest Rate Reduction Refinancing Loan Worksheet 
8. VA Form 26-8937, Verification of VA Benefits, if applicable 
9. CMS (Lender’s) Certification that the prior loan was current (not 30 days or 

more past due) at the time of loan closing 
10. (CAIVRS) Credit Alert Verification Report System 
11. VA Form 26-0286, VA Loan Summary sheet 
12. If the loan is submitted more than 60 days after loan closing, a statement 

signed by a corporate officer of CMS which identifies the loan, provides the 
specific reasons for late reporting and certifies that the loan is current. This 
statement must be submitted with any late request for issuance of a Loan 
Guaranty Certificate. 

13. VA Form 26-0592, Counseling Checklist for Military Homebuyers, if 
applicable 

14.  Closing Loan Estimate 
15.  Any other necessary documents, e.g. but not limited to , Power of Attorney 

if used, Lenders loan quality certification, funding fee receipt, CMS 
Borrower’s certification and statement  

Document Images CMS permits the use of any available technology to produce copies of the 
documents in the mortgage loan file, such as a photocopier, facsimile machine, 
document scanner, or camera.  Copies of documents provided by the borrower may 
be photos or scanned versions of the original documents and can be delivered to 
CMS in hardcopy or via email or other electronic means. 

Document images must be typical of what the actual document would look like and 
must have good image quality, be legible, and not have borders showing 
phone/mobile background content. 
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QUICK REFERENCE TABLE 

IRRRL Features The following table provides a quick reference of IRRRL features. 

Feature Explanation 
Purpose To refinance an existing VA loan at a lower interest rate. 

Interest Rate Rate must be lower than an existing VA loan (unless existing 
loan is an ARM) 

Monthly Payment 
Amount 

Payment must be lower than that on an existing VA loan 
(unless existing loan is an ARM or a term is being shortened) 

Discount Points Reasonable points can be paid; only two of these points can 
be included in the loan 

Maximum Loan Existing VA loan balance, plus allowable fees and charges, 
plus up to two discount points, plus the VA funding fee 

Maximum 
Guaranty 

Guaranty is at least 25 percent in all cases 

Entitlement Veteran re-uses the entitlement used on the existing VA 
loan; the IRRRL does not impact the amount of entitlement 
the veteran has in use 

Fees and 
Charges in the 
Loan  

All allowable fees and charges, including up to two discount 
points, may be included in the loan 

Cash to Borrower Not permitted 

Lien/Ownership Must be secured by first lien; veteran must own property 

Refinance of 
Other Liens 

Cannot refinance other liens; can only refinance the existing 
VA loan 

Maximum Loan 
Term 

Existing VA loan term plus 10 years, not to exceed 30 years 
+ 32 days 

Occupancy Veteran or spouse of an active duty servicemember must 
certify to prior occupancy 

Appraisal No appraisal is required 

Credit 
Underwriting 

No underwriting is required, except in certain cases 

Non- Credit 
Qualifying 

A VVOE is not required for non-credit qualifying IRRRLs. 

Automatic 
Authority 

All lenders can close IRRRLs automatically, except if the 
loan being refinanced is 30 days or more past due, then prior 
approval is required 

Law 38 U.S.C. 3710(a)(8) 
     

 

End of Guidelines 
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