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What is a VA IRRRL?

The Interest Rate Reduction Refinance Loan (IRRRL) program is intended to
help Veterans with existing VA home loans reduce their interest rate or switch
from a VA adjustable-rate mortgage to a fixed rate VA loan.

Generally, no appraisal, credit information or full underwrite is required on an IRRRL and VA
Guaranty is automatic on an IRRRL.

o There are some cases when an appraisal and credit score is required.

o Underwriters do not need VA Credit Authority to underwrite a Non-Credit Qualifying IRRRL, however
there are some things that may trigger a NCQ IRRRL to become Credit Qualifying, which would then
be referred to a VA Credit Underwriter.

o “Certified Processors” or an underwriter who has only passed test cases for IRRRLs but not
received VA Credit Authority may underwrite IRRRLs
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VA IRRRL Overview

AUS - Not applicable
Manually Underwritten - All loans must be manually underwritten

Credit -
o Mortgage-Only credit report may be used to verify mortgage payment history
o Mortgage Credit Score only report is required to determine eligible credit score
o Portfolio loans - Credit report & score not required
o CAIVRS - Required
Asset Verification - Not required
o Max Cash Back - $500
Appraisal — Not required when discount points not charged
o Refer to product summary for Kansas state-specific requirements
PITI increase 2 20% - Credit Qualifying IRRRL
The loan must be referred to a VA approved underwriter to determine:

o Determine that the Veteran qualifies for the new payment from an underwriting standpoint with
standard income documentation requirements

o Must have sufficient liquid assets to close with standard documentation requirements
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VA IRRRL - Eligible Borrowers

The borrowers obligated on the original VA loan must be the same borrowers on the

new loan and the Veteran must still own the property.

A change of obligors is permitted in the following cases:

Unmarried Vet Veteran & new spouse

When there has been a change in
obligor, the following is required:

* Review mortgage payment
history
« Surviving spouse or divorce,
provide:
o Divorce decree or death
certificate; and
o Statement from the
obligor(s) on the ability to
make payments on the
new loan
* For the addition of a different
spouse, obtain a statement on
the change in the number of
dependents, as applicable

Different Vieteran who has substituted their entittement

Vet & Spouse Divorced Veteran only

Vet & Spouse Veteran & different spouse

Vet & Spouse Spouse only {deceased Veteran)

Unmarried Vet Spouse only {deceased Veteran)

Vet & Spouse Divorced spouse only
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Minimum & Maximum Loan Amount - IRRRL

Minimum Loan Amount

Refer to channel-specific product profiles and any state requirements

Maximum Loan Amount

The maximum loan amount on an IRRRL is determined by completing VA form 26-8923

No maximum dollar amount. IRRRL rolls fees & charges, as allowed per the worksheet, into the new loan amount
Max LTV/CLTV - Refer to Product Summaries

o Inmost cases, the LTV is based on the original loan amount from the prior VA mortgage
+ Refer to the product summary for details on when an appraisal may be required

o If Equity Line of Credit, make sure to use the total credit line amount not just the total drawn amount


https://www.vba.va.gov/pubs/forms/vba-26-8923-are.pdf
https://www.vba.va.gov/pubs/forms/vba-26-8923-are.pdf
https://www.vba.va.gov/pubs/forms/vba-26-8923-are.pdf
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Interest Rate Reduction Refinancing Loan

Worksheet
VA Form 26-8923

The maximum loan amount is the existing VA loan

balances plus the following:
including any late payments™ and late charges, plus

allowable fees and charges (includes up to two

discount points), plus
the cost of any energy efficiency improvements, and

the VA funding fee.

VA Circular 26-17-12

Instructions for manual completion of VA
Form 26-8923

\*2) Department of Veterans Affairs

INTEREST RATE REDUCTION REFINANCING LOAN WORKSHEET

d i the F
e an

RESPONDENT BURDEN: This informat:
for this

308,370.00

SECTION II - PRELIMINARY LOAN AMO

308,370.00

ADD _0.000 % NT BASED OM LINE 4

ADD __0.000 ATIO JM LINE 4

ADD _ 0.500 % FUNDING FEE BASED OM LINE 4

ADD OTHER ALLOWABLE ( AMD PREPAIDS

SECTION Il - FINAL COMPUTATION

ENTER TOTAL FROM LINE @ 315,210.53

ADD _ 0,000 % D MNT BASED OM LINE 10

DR—
) R T
SUBTRACT AMOUNT SHOWHN ON LINE 5 _
SUBTRACT AMOUNT SHOWM ON LINE 7

ROUNDED DOWRN TC CASH TO THE VETERAN

MNATURE AND TITLE OF OFFICER OF LENDER



https://benefits.va.gov/HOMELOANS/documents/circulars/26_17_12.pdf
https://benefits.va.gov/HOMELOANS/documents/circulars/26_17_12.pdf
https://benefits.va.gov/HOMELOANS/documents/circulars/26_17_12.pdf
https://benefits.va.gov/HOMELOANS/documents/circulars/26_17_12.pdf
https://benefits.va.gov/HOMELOANS/documents/circulars/26_17_12.pdf
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Recoupment, NTB, Seasoning

To receive and retain the full amount of VA's Guaranty, an IRRRL must
meet certain 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.
o Must not exceed 36 months

A loan that provides a net tangible benefit (NTB) means that it is in the
financial interest of the Veteran.

Loan seasoning refers to the age of the loan being refinanced. If the loan being
refinanced is not seasoned on or before the date that the refinance loan closes, VA cannot
guarantee the refinance loan.
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Net Tangible Benefit

There must be an acceptable Net Tangible Benefit (NTB) on all VA refinance
transactions, including IRRRL's.

An acceptable benefit may differ based on the IRRRL scenario:

» Fixed Rate to Fixed Rate
» Fixed Rate to ARM

» ARM to ARM

» ARM to Fixed Rate
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Net Tangible
Benefit - IRRRL

ARM to ARM Reduction in interest rate is not required

Recoupment of fees and incurred costs (excludes funding fee, escrows
and prepaids) must occur within 36 months of the Note date

ARM to Fixed Reduction in interest rate is not required

Rate Recoupment of fees and incurred costs (excludes funding fee, escrows

and prepaids) must occur within 36 months of the note date

Fixed Rate to
Fixed Rate

Fixed Rate to
ARM

* The new loan must have an interest rate that is at least 50 basis points
less in interest rate compared to the interest rate on the loan being
refinanced

* Recoupment of fees and incurred costs (excludes funding fee, escrows

and prepaids) must occur within 36 months of the note date

Example: Interest rate for loan being refinanced is 4.5%. New loan must

be no more than 4%

* The new loan must have an interest rate that is at least 200 basis
points less in interest rate than the interest rate on the loan being
refinanced

o Recoupment of fees and incurred costs (excludes funding fee, escrows

and prepaids) must occur within 36 months of the Note date

Example: Interest rate for loan being refinanced is 6.5%. New loan must
be no more than 4.5%

The payment of any discount points requires an appraisal and a
maximum LTV of 90% or 100%, depending on the amount of discount
points paid:
¢ Lessthan or equal to 1% in discount points paid permits LTV
maximum of 100% of the appraised value
Greater than 1% in discount points paid permits LTV maximum of
90% of the appraised value

Acceptable Appraisals
Exterior-Only Inspection Residential Appraisal Report (Form 2055)
Uniform Residential Appraisal Report (Form 1004)
Exterior-Only Inspection Individual Condominium Unit Appraisal

Report (Form 1075)
Individual Condominium Unit Appraisal Report (Form 1073)

NewRez will require the Veteran to pay for the appraisal. The cost must
be included as part of the recoupment cost. The Veteran may only be

charged a reasonable and customary amount, and only charged for one

appraisal



Seasoning - All VA Refinance Transactions

Underwriters must confirm VA Seasoning Requirements are met

VA refinances must meet GNMA VA refinance seasoning requirements.
The note date of the refinance loan must be on or after the later of:

refinanced, and

refinanced

a) the date that is 210 days after the first payment due date on the mortgage being

b) the date on which 6 full monthly payments have been made on the mortgage being

Example:

Closing date for NEW loan
First payment due date of "Initial” mortgage
Number of full months since first payment due date (at least six]'

Number of days since VA - "initial" mortgage first payment due date to new note date (at least 211)

This field will display "Ineligible" if the VA "initial" mortgage first payment due date is < 211 days before new
note date

10/15/2023

3112023

7

228

Eligible
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Seasoning — Modified Loans

A modified loan is a loan where the original terms have been permanently changed

(in contrast, a forbearance is a temporary pause of payments and when completed, resume payments per
the original terms).

= VA loans that refinance a modified loan are subject to VA seasoning requirements. Since the modified loan
that is being refinanced is considered a new loan based on the modified terms, the modified loan must be
seasoned before it can be refinanced and pooled into Ginnie Mae® MBS.

The underwriter must apply due diligence to determine whether the loan has been modified by reviewing file
documentation for any inconsistencies in the monthly payment or total unpaid principal balance.

Documentation could include but is not limited to the original Note, recent mortgage statement, credit report,
title or payoff statement.

If any inconsistencies exist, add a condition to clarify if the loan was modified and if so, a copy of the loan
modification agreement must be provided to determine that the below VA seasoning has been met.
o When refinancing a government modified loan to a new VA loan, the note date of the new loan must be
the later of:
= At least 210 days after the first payment due date on the modified loan; and

= which the 6th monthly payment is made on the modified loan (6 consecutive payments must be
made).
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Loan Terms

The maximum loan term is the original term of the VA loan being refinanced
plus 10 years, not to exceed 30 years + 32 days

4 R
Example:
Original loan closed with a term of 180 (15 years)
+ 10 years
\ New loan term cannot exceed 300 (25 years) )

*Always refer to published guidelines & product summaries for the most current information,
per channel




Payment Decrease/Increase Requirements
Payment Decrease — VA IRRRL

The principal and interest payment on a VA IRRRL must be less than the principal
and interest payment on the loan being refinanced as required by VA.

Fixed to Fixed: The new loan must have an interest rate that is at least 50 basis
points less compared to the interest rate on the loan being refinanced

Fixed to Arm: The new loan must have an interest rate that is at least 200 basis
points less in interest rate than the interest rate on the loan being refinanced

Unless one of the following exceptions applies:

« The IRRRL is refinancing an ARM

« Term of the IRRRL is shorter than the term of the loan being refinanced, or
« Energy efficiency improvements are included in the IRRRL




Payment Decrease/Increase Requireme
Payment Increase — VA IRRRL

The P&l may increase due to any of the following:

- Financing closing costs,

- Financing up to two discount points,

- Financing the funding fee, and/or

- Higher interest rate when an ARM is being refinanced.
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Payment Decrease/Increase Requirements
Payment Increase — VA IRRRL

If the PITI increases by 20% or more, the lender must:

- Determine that the veteran qualifies for the new payment from an
underwriting standpoint, and

- Include a certification that the veteran qualifies for the new monthly
payment which exceeds the previous payment by 20% or more.

This triggers the loan to become a “Credit
Qualifying” IRRRL and must be underwritten
by a VA approved underwriter
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° A //eS on (o)
Mortgage Pay History — IRRRL e et o e
the subjec
- Portfolio NCQ Pr Opfi ty ‘

o 0x60x6
o The Veteran has not been more than 30 days past due during the 6 months preceding the new loan’s
closing date (Safe Harbor)

- Non-Portfolio NCQ and CQ

o Ox30x6

o 1x30x7-12

*Note: If the applicant has any lates in the most recent 6/mo. or > Ix30x7-12 months, the borrower must credit qualify
« A Mortgage-Only credit report (including credit scores) may be used to verify mortgage payment history
* Loan must be current at the time of application and closing

o Borrowers should continue making their current payments within the month due through closing

o Documents to review include, but are not limited to:

- Mortgage only credit report, pay history from servicer, payoff statement, last mortgage account
statement or VOM
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Mortgage Pay History — Forbearance

Non-Credit Qualify: Must have exited forbearance and made six monthly payments as agreed

« Credit Qualify: Must have exited forbearance and made one payment within the month due

o Reminder: Credit Qualifying IRRRLs must be referred to a VA Credit Underwriter
* Missed mortgage payments per the forbearance plan are not considered delinquent

* Any deferred mortgage payments or late payments under the CARES Act may be included in

the loan amount

Obtain a copy of the forbearance agreement to document payments skipped and verify it has ended

[ *Note: Forbearance does not cause the IRRRL to become credit-qualifying J




VA IRRRL - Documents to Review

» There are many documents that can be reviewed to validate IRRRL Requirements:

AN N NN

Original Note

Note Date

Original Borrowers
Rate

First Payment Due Date
Term

P&l payment

Current Mortgage
Statement

v Existing Borrowers
v' Rate

v" Payment Breakdown
v Next due date

NI N NN

<

VA LIN
(Case Number Assignment)

Original Rate
Original Loan Amount
Original Term

Original Type of Mortgage
(Fixed/Arm)

Funding Fee Exempt Status

*Note - All these documents should be available to review

« Portfolio: To be pulled by the Underwriter
* Non-portfolio: To be supplied by the BP

14
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GOOD TO KNOW - IRRRLs

» Primary residence

» Non-owner occupied

o Second homes and Investment properties

Veteran must certify that the property was previously occupied as the primary residence (VA Form 26-
1820)

A Certificate of Eligibility is NO7 required on a VA IRRRL.
Income and employment documentation is not required
No DTl ratio

Residual income is not required

No liabilities (other than the subject mortgage being refinanced) are required

YV V V V VYV VY

Existing subordinate financing is eligible

o No satisfaction or payoff of subordinate liens
o Refer to channel-specific program summaries for Max CLTV

19
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Thank You!

*Always refer to published guidelines & product summaries for the most current

information.

By refinancing an existing loan, the total finance charges may be higher over the life of the loan.
© 2026 Newrez LLC, 1100 Virginia Dr., Suite 125, Fort Washington, PA 19034. 1-888-673-5521. NMLS #3013.
Doing business as Newrez Mortgage LLC in the state of Texas. Alaska Mortgage Lender License #AK3013.
Arizona Mortgage Banker License #919777. Licensed by the Department of Financial Protection & Innovation
under the California Residential Mortgage Lending Act. Loans made or arranged pursuant to a California
Finance Lenders Law license. Massachusetts Lender #ML-3013. Licensed by the N.J. Department of Banking
@ and Insurance. Licensed Mortgage Banker-NYS Banking Department. For licensing information, go to:
s www.nmlsconsumeraccess.org. For real estate and mortgage professionals only and not intended for
distribution to consumers or other third parties.
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