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to be secured by a lien on such prop-
erty or is so secured. Loans for the pur-
pose specified in 38 U.S.C. 3710(a)(5) (re-
financing of mortgage loans or other 
liens on a dwelling or farm residence), 
loans for the purpose specified in 38 
U.S.C. 3710(a)(8) (refinancing of a VA 
guaranteed, insured or direct loan to 
lower the interest rate), loans for the 
purposes specified in 38 U.S.C. 3710(a)(9) 
(purchase of manufactured homes/lots 
or the refinancing of such loans in 
order to reduce the interest rate or 
purchase a lot, in States in which man-
ufactured homes, when permanently af-
fixed to a lot, are considered real prop-
erty, and loans to purchase one-family 
residential units in condominium hous-
ing developments or projects within 
the purview of 38 U.S.C. 3710(a)(6) and 
§§ 36.4356 through 36.4360a shall also be 
considered real estate loans. 

Reasonable value means that figure 
which represents the amount a rep-
utable and qualified appraiser, unaf-
fected by personal interest, bias, or 
prejudice, would recommend to a pro-
spective purchaser as a proper price or 
cost in the light of prevailing condi-
tions. 

Registered mail. The term registered 
mail wherever used in the regulations 
concerning guaranty or insurance of 
loans to veterans shall include cer-
tified mail. 

Repairs. Any alteration of existing 
improved realty or equipment which is 
necessary or advisable for protective, 
safety or restorative purposes. 

Repossession - repossessed means re-
covery or acquisition of such physical 
control of property (pursuant to the 
provisions of the security instrument 
or as otherwise provided by law) as to 
make further legal or other action un-
necessary in order to obtain actual pos-
session of the property or to dispose of 
the same by sale or otherwise. 

Residential property. (1) Any one-fam-
ily residential unit in a condominium 
housing development within the pur-
view of 38 U.S.C. 3710(a)(6) and §§ 36.4356 
through 36.4360a, (2) any manufactured 
home permanently affixed to a lot 
owned or being purchased by a veteran 
and considered to be real property 
under the laws of the State where it is 
located, and (3) any improved real 
property (other than a condominium 

housing development or a manufac-
tured home and/or lot) or leasehold es-
tate therein as limited by §§ 36.4300 to 
36.4393, inclusive, the primary use of 
which is for occupancy as a home, con-
sisting of not more than four family 
units, plus an added unit for each eligi-
ble veteran if more than one partici-
pates in the ownership thereof, or (4) 
any land to be purchased out of the 
proceeds of a loan for the construction 
of a dwelling, and on which such dwell-
ing is to be erected. 

(Authority: 38 U.S.C. 3710(f)(2) and (3)) 

Secretary. The Secretary of Veterans 
Affairs, or any employee of the Depart-
ment of Veterans Affairs authorized to 
act in the Secretary’s stead. 

Servicing agent. An agent designated 
by the loan holder as the entity to col-
lect installments on the loan and/or 
perform other functions as necessary 
to protect the interests of the holder. 

(Authority: 38 U.S.C. 3714) 

Specified amount. A sum, equal to the 
lesser of the net value of real property 
or the total indebtedness secured 
thereby, which the Secretary des-
ignates as the minimum amount to be 
credited to the indebtedness incident 
to a liquidation sale. 

(Authority: 38 U.S.C. 3732) 

Unguaranteed portion of the indebted-
ness. The indebtedness computed as of 
the applicable date of under paragraph 
(f) of § 36.4319 or § 36.4321 of this part 
minus the amount of the guaranty pay-
able as of such date. 

(Authority: 38 U.S.C. 3732) 

(Authority: 38 U.S.C. 501, 3703(c)(1)) 

[24 FR 2651, Apr. 7, 1959] 

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting § 36.4301, see the List of CFR 
Sections Affected, which appears in the 
Finding Aids section of the printed volume 
and on GPO Access. 

GENERAL PROVISIONS 

§ 36.4302 Computation of guaranties or 
insurance credits. 

(a) With respect to a loan to a vet-
eran guaranteed under 38 U.S.C. 3710 
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the guaranty shall not exceed the less-
er of the dollar amount of entitlement 
available to the veteran or 

(1) 50 percent of the original principal 
loan amount where the loan amount is 
not more than $45,000; or 

(2) $22,500 where the original prin-
cipal loan exceeds $45,000, but is not 
more than $56,250; or 

(3) Except as provided in subpara-
graph (4), the lesser of $36,000 or 40 per-
cent of the original principal loan 
amount where the loan amount exceeds 
$56,250; or 

(4) The lesser of $60,000 or 25 percent 
of the original principal loan amount 
where the loan amount exceeds $144,000 
and the loan is for the purchase or con-
struction of a home or the purchase of 
a condominium unit. 

(Authority: 38 U.S.C. 3703(a)) 

(b) With respect to an interest rate 
reduction refinancing loan guaranteed 
under 38 U.S.C. 3710(a)(8), (a)(9)(B)(i), or 
(a)(11), the dollar amount of guaranty 
may not exceed the greater of the 
original guaranty amount of the loan 
being refinanced, or 25 percent of the 
refinancing loan amount. 

(Authority: 38 U.S.C. 3703, 3710) 

(c) With respect to a loan for an en-
ergy efficient mortgage guaranteed 
under 38 U.S.C. 3710(d), the amount of 
the guaranty shall be in the same pro-
portion as would have been provided if 
the energy efficient improvements 
were not added to the loan amount, 
and there shall be no additional charge 
to the veteran’s entitlement as a result 
of the increased guaranty amount. 

(Authority: 38 U.S.C. 3703, 3710) 

(d) An amount equal to 15 percent of 
the original principal amount of each 
insured loan shall be credited to the in-
surance account of the lender and shall 
be charged against the guaranty enti-
tlement of the borrower: Provided, That 
no loan may be insured unless the bor-
rower has sufficient entitlement re-
maining to permit such credit. 

(e) Subject to the provisions of 
§ 36.4303(g), the following formulas shall 
govern the computation of the amount 
of the guaranty or insurance entitle-
ment which remains available to an el-

igible veteran after prior use of entitle-
ment: 

(1) If a veteran previously secured a 
nonrealty (business) loan, the amount 
of nonrealty entitlement used is dou-
bled and subtracted from $36,000. The 
sum remaining is the amount of avail-
able entitlement for use, except that: 

(i) Entitlement may be increased by 
up to $24,000 if the loan amount exceeds 
$144,000 and the loan is for purchase or 
construction of a home or purchase of 
a condominium; and 

(ii) Entitlement for manufactured 
home loans that are to be guaranteed 
under 38 U.S.C. 3712 may not exceed 
$20,000. 

(2) If a veteran previously secured a 
realty (home) loan, the amount of real-
ty (home) loan entitlement used is sub-
tracted from $36,000. The sum remain-
ing is the amount of available entitle-
ment for use, except that: 

(i) Entitlement may be increased by 
up to $24,000 if the loan amount exceeds 
$144,000 and the loan is for purchase or 
construction of a home or purchase of 
a condominium: and 

(ii) Entitlement for manufactured 
home loans that are to be guaranteed 
under 38 U.S.C. 3712 may not exceed 
$20,000. 

(3) If a veteran previously secured a 
manufactured home loan under 38 
U.S.C. 3712, the amount of entitlement 
used for that loan is subtracted from 
$36,000. The sum remaining is the 
amount of available entitlement for 
home loans and the sum remaining 
may be increased by up to $24,000 if the 
loan amount exceeds $144,000 and the 
loan is for purchase or construction of 
a home or purchase of a condominium. 
To determine the amount of entitle-
ment available for manufactured home 
loans processed under 38 U.S.C. 3712, 
the amount of entitlement previously 
used for that purpose is subtracted 
from $20,000. The sum remaining is the 
amount of available entitlement for 
use for manufactured home loan pur-
poses under 38 U.S.C. 3712. 

(Authority: 38 U.S.C. 3703) 

(f) For the purpose of computing the 
remaining guaranty or insurance ben-
efit to which a veteran is entitled, 
loans guaranteed prior to the effective 
date of §§ 36.4300 to 36.4393, inclusive, 
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shall be taken into consideration as if 
made subsequent thereto. 

(g) A loan eligible for insurance may 
be either guaranteed or insured at the 
option of the borrower and the lender: 
Provided, That if the Secretary is not 
advised of the exercise of such option 
at the time the loan is reported pursu-
ant to § 36.4303 such loan will not be eli-
gible for insurance. 

(h) A guaranty is reduced or in-
creased pro rata with any deduction or 
increase in the amount of the guaran-
teed indebtedness, but in no event will 
the amount payable on a guaranty or 
the percentage of the indebtedness cor-
responding to that of the original guar-
anty whichever is less. However, on a 
graduated payment mortgage loan, the 
percentage of guaranty applicable to 
the original loan amount pursuant to 
paragraph (a) of this section shall 
apply to the loan indebtedness to the 
extent scheduled deferred interest is 
added to principal during the gradua-
tion period without regard to the origi-
nal maximum dollar amount of guar-
anty. 

(Authority: 38 U.S.C. 3703(b) and (d)) 

(i) The amount of any guaranty or 
the amount credited to a lender’s in-
surance account in relation to any in-
sured loan shall be charged against the 
original or remainder of the guaranty 
benefit of the borrower. Complete or 
partial liquidation, by payment or oth-
erwise, of the veteran’s guaranteed or 
insured indebtedness does not increase 
the remainder of the guaranty benefit, 
if any, otherwise available to the vet-
eran. When the maximum amount of 
guaranty or insurance legally available 
to a veteran shall have been granted, 
no further guaranty or insurance is 
available to the veteran. 

(j) Notwithstanding the provisions of 
paragraph (g) of this section, the Sec-
retary may exclude the amount of 
guaranty or insurance entitlement 
used for any guaranteed or insured 
loan provided: 

(1) The property which served as se-
curity for the loan has been disposed of 
by the veteran, or has been destroyed 
by fire or other natural hazard; and 

(2)(i) The loan has been repaid in full 
or the Secretary has been released 
from liability as to the loan, or if the 

Secretary has suffered a loss on said 
loan, such loss has been paid in full; or 

(ii) A veteran-transferee has agreed 
to assume the outstanding balance on 
the loan and consented to the use of his 
or her entitlement to the extent the 
entitlement of the veteran-transferor 
had been used originally; or 

(3) The loan has been repaid in full, 
and the loan for which the veteran 
seeks to use entitlement is secured by 
the same property which secured the 
fully repaid loan; or 

(4) In a case in which the veteran 
still owns the property purchased with 
a VA-guaranteed loan, the Secretary 
may, one time only, restore entitle-
ment used on that loan if: 

(i) the loan has been repaid in full or, 
if the Secretary has suffered a loss on 
the loan, the loss has been paid in full; 
or 

(ii) the Secretary has been released 
from liability as to the loan, and, if the 
Secretary has suffered a loss on the 
loan, the loss has been paid in full. 

(k) The Secretary may, in any case 
involving circumstances deemed appro-
priate, waive either or both of the re-
quirements set forth in paragraphs 
(j)(1) and (j)(2)(i) of this section. 

(Authority: 38 U.S.C. 3702(b), 3710) 

(l)(1) The amount of guaranty enti-
tlement, available and unused, of an el-
igible unmarried surviving spouse 
(whose eligibility does not result from 
his or her own service) is determinable 
in the same manner as in the case of 
any veteran, and any entitlement 
which the decedent (who was his or her 
spouse) used shall be disregarded. A 
certificate as to the eligibility of such 
surviving spouse, issued by the Sec-
retary, shall be a condition precedent 
to the guaranty or insurance of any 
loan made to a surviving spouse in 
such capacity. 

(Authority: 38 U.S.C. 3701(a)) 

(2) An unmarried surviving spouse 
who was a co-obligor under an existing 
VA guaranteed, insured or direct loan 
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shall be considered to be a veteran eli-
gible for an interest rate reduction re-
financing loan pursuant to 38 U.S.C. 
3710(a)(8) or (9)(B)(i). 

(Authority: 38 U.S.C. 3710(e)(3)) 

(Authority: 38 U.S.C. 501, 3703(c)(1)) 

[13 FR 7274, Nov. 27, 1948, as amended at 35 
FR 17179, Nov. 7, 1970; 40 FR 34589, Aug. 18, 
1975; 46 FR 43672, Aug. 31, 1981; 47 FR 15139, 
Apr. 8, 1982; 49 FR 28243, July 11, 1984; 50 FR 
3334, Jan. 24, 1985; 55 FR 40655, Oct. 4, 1990; 60 
FR 38259, July 26, 1995; 68 FR 6627, Feb. 10, 
2003] 

§ 36.4303 Reporting requirements. 

(a) With respect to loans automati-
cally guaranteed under 38 U.S.C. 
3703(a)(1), evidence of the guaranty will 
be issuable to a lender of a class de-
scribed under 38 U.S.C. 3702(d) if the 
loan is reported to the Secretary with-
in 60 days following full disbursement 
and upon the certification of the lender 
that: 

(1) No default exists thereunder that 
has continued for more than 30 days; 

(2) Except for acquisition and im-
provement loans as defined in § 36.4301, 
any construction, repairs, alterations, 
or improvements effected subsequent 
to the appraisal of reasonable value, 
and paid for out of the proceeds of the 
loan, which have not been inspected 
and approved upon completion by a 
compliance inspector designated by the 
Secretary, have been completed prop-
erly in full accordance with the plans 
and specifications upon which the 
original appraisal was based; and any 
deviations or changes of identity in 
said property have been approved as re-
quired in § 36.4304 concerning guaranty 
or insurance of loans to veterans; 

(3) The loan conforms otherwise with 
the applicable provisions of 38 U.S.C. 
Chapter 37 and of the regulations con-
cerning guaranty or insurance of loans 
to veterans. 

(Authority: 38 U.S.C. 3703(c)(1)) 

(b) Loans made pursuant to 38 U.S.C. 
3703(a), although not entitled to auto-
matic insurance thereunder, may, 
when made by a lender of a class de-
scribed in 38 U.S.C. 3702(d)(1), be re-

ported for issuance of an insurance 
credit. 

(Authority: 38 U.S.C. 3702(d), 3703(a)(2)) 

(c) Each loan proposed to be made to 
an eligible veteran by a lender not 
within a class described in 38 U.S.C. 
3702(d) shall be submitted to the Sec-
retary for approval prior to closing. 
Lenders described in 38 U.S.C. 3702(d) 
shall have the optional right to submit 
any loan for such prior approval. The 
Secretary, upon determining any loan 
so submitted to be eligible for a guar-
anty, or for insurance, will issue a cer-
tificate of commitment with respect 
thereto. 

(d) A certificate of commitment shall 
entitle the holder to the issuance of 
the evidence of guaranty or insurance 
upon the ultimate actual payment of 
the full proceeds of the loan for the 
purposes described in the original re-
port and upon the submission within 60 
days thereafter of a supplemental re-
port showing that fact and: 

(1) The identity of any property pur-
chased therewith, 

(2) That all property purchased or ac-
quired with the proceeds of the loan 
has been encumbered as required by 
the regulations concerning guaranty or 
insurance of loans to veterans, 

(3) Except for acquisition and im-
provement loans as defined in 
§ 36.4301(c), any construction, repairs, 
alterations, or improvements paid for 
out of the proceeds of the loan, which 
have not been inspected and approved 
subsequent to completion by a compli-
ance inspector designated by the Sec-
retary, have been completed properly 
in full accordance with the plans and 
specifications upon which the original 
appraisal was based; and that any devi-
ations or changes of identity in said 
property have been approved as re-
quired by § 36.4304, and 

(4) That the loan conforms otherwise 
with the applicable provisions of 38 
U.S.C. Chapter 37 and the regulations 
concerning guaranty or insurance of 
loans to veterans. 

(Authority: 38 U.S.C. 3703(c)(1)) 

(e) Upon the failure of the lender to 
report in accordance with the provi-
sions of paragraph (d) of this section, 
the certificate of commitment shall 
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