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on account of the sale of property, ex-
clusive of acquisition costs, or for the
cost of materials and labor to be ap-
plied thereto.

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 proper price or
cost in the light of prevailing condi-
tions.

Repairs means any alteration of ex-
isting realty which is necessary or ad-
visable for protective, safety, or restor-
ative purposes.

Secretary means the Secretary of Vet-
erans Affairs, or any employee of the
Department of Veterans Affairs au-
thorized to act in the Secretary’s
stead.

Tribal organization has the same
meaning given in section 4(1) of the In-
dian Self-Determination and Education
Assistance Act (26 U.S.C. 450b(1)) and
includes the Department of Hawaiian
Homelands, in the case of native Ha-
waiians, and such other organizations
as the Secretary may prescribe.

Trust land means any land that:

(1) Is held in trust by the United
States for Native Americans;

(2) Is subject to restrictions on alien-
ation imposed by the United States on
Indian lands (including native Hawai-
ian homelands);

(3) Is owned by a Regional Corpora-
tion or a Village Corporation, as such
terms are defined in section 3(g) and
3(j) of the Alaska Native Claims Settle-
ment Act, respectively (43 TU.S.C.
1602(g), (j)); or

(4) Is on any island in the Pacific
Ocean if such land is, by cultural tradi-
tion, communally-owned land, as deter-
mined by the Secretary.

Department of Veterans Affairs means
the Secretary of Veterans Affairs, or
any employee of the Department of
Veterans Affairs authorized to act in
the Secretary’s stead.

(Authority: 38 U.S.C. 3761-3764)

[24 FR 2658, Apr. 7, 1959, as amended at 31 FR
16713, Dec. 30, 1966; 35 FR 17180, Nov. 7, 1970;
40 FR 4143, Jan. 28, 1975; 41 FR 32218, Aug. 2,
1976; 41 FR 44859, Oct. 13, 1976; 45 FR 20472,
Mar. 28, 1980; 46 FR 43674, Aug. 31, 1981; 58 FR
59660, Nov. 10, 1993]
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§36.4502 Use of guaranty entitlement.

The guaranty entitlement of the vet-
eran obtaining a direct loan which is
closed on or after February 1, 1988,
shall be charged with the lessor of the
loan amount or an amount which bears
the same ratio to $36,000 as the amount
of the loan bears to $33,000. The charge
against entitlement of a veteran who
obtained a direct loan which was closed
prior to the aforesaid date, shall be the
amount which would have been charged
had the loan been closed subsequent to
such date.

(Authority: 38 U.S.C. 3711(d)(2)(A))
[65 FR 40657, Oct. 4, 1990]

§36.4503 Amount and amortization.

(a) The original principal amount of
any loan made on or after February 1,
1988, shall not exceed an amount which
bears the same ratio to $33,000 as the
amount of the guaranty to which the
veterans is entitled under 38 U.S.C. 3710
at the time the loan is made bears to
$36,000. This limitation shall not pre-
clude the making of advances, other-
wise proper, subsequent to the making
of the loan pursuant to the provisions
of §36.4511. Except as to home improve-
ment loans, loans made by VA shall
near interest at the rate of 7% percent
per annum. Loans solely for the pur-
poses of energy conservation improve-
ments or other alterations, improve-
ments, or repairs shall bear interest at
the rate of 9 percent per annum.

(Authority: 38 U.S.C. 3711(d)(2)(A))

(b) Each loan shall be repayable on
the Dbasis of approximately equal
monthly installments; except that in
the case of loans made for any of the
purposes described in clause (2), (3), or
(4) of subsection (a) of 38 U.S.C. 3710,
such loans may provide for repayment
in quarterly, semiannual, or annual in-
stallments, provided that such plan of
repayment corresponds to the present
and anticipated income of the veteran.

(c) The first installment payment on
a loan to construct, alter or improve a
farm residence or other dwelling may
be postponed for a period not exceeding
12 months from the date of the loan in-
struments. The first installment pay-
ment for a loan for the purchase of a
dwelling or farm on which there is a
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farm residence may not be postponed
more than 60 days from the date of
loan closing: Provided, That if the loan
is repayable in quarterly, semi-annual
or annual installments, the first in-
stallment payment date may be post-
poned for not more than 12 months
from the date of the loan instruments.

(d) The final installment on any loan
shall not be in excess of two times the
average of the preceding installments,
except that on a construction loan the
final installment may be for an amount
not in excess of b percent of the origi-
nal principal amount of the loan. The
limitations imposed by this paragraph
on the amount of the final installment
shall not apply in the case of any loan
extended or recast pursuant to §36.4505
or 36.4506.

(Authority: 38 U.S.C. 501, 3703(c)(1), 3711(d)(1),
3712 (f) and (g))

[15 FR 6288, Sept. 20, 1950, as amended at 24
FR 2658, Apr. 7, 1959; 52 FR 12382, Apr. 16,
1987; 52 FR 18357, May 15, 1987; 53 FR 18983,
May 26, 1988; 53 FR 44401, Nov. 3, 1988; 563 FR
515561, Dec. 22, 1988; 54 FR 24557, June 8, 1989;
54 FR 30384, July 20, 1989; 55 FR 6983, Feb. 28,
1990; 55 FR 40657, Oct. 4, 1990; 57 FR 37713,
Aug. 20, 1992]

§36.4504 Loan closing expenses.

(a) Department of Veterans Affairs
will designate a loan closer to rep-
resent the Department of Veterans Af-
fairs at the closing and in advance
thereof will agree with the loan closer
upon the fee to be paid by the Depart-
ment of Veterans Affairs for preparing
the loan closing instruments and at-
tending at the closing of the loan. The
loan closer as such is neither an agent
nor employee of the Department of
Veterans Affairs.

(b) With respect to a loan made to a
veteran-borrower pursuant to an appli-
cation (VA Form 26-1802a, received by
the Department of Veterans Affairs on
or after March 3, 1966, the borrower
shall pay the Department of Veterans
Affairs the following:

(1) $50, or one percent (1%) of the
loan amount, whichever is greater,
which charge shall be in lieu of the
loan closer’s fee, credit report, and cost
of appraisal: Provided, That if the loan
is to finance the cost of construction,
repairs, alterations, or improvements
necessitating disbursements of the loan
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proceeds as the construction or other
work progresses, the charge to the vet-
eran-borrower shall be two percent
(2%) of the loan amount, but not less
than $50 in any event.

(2)(1) A loan fee of one percent of the
total loan amount. All or part of such
fee may be paid in cash at loan closing
or all or part of the fee may be in-
cluded in the loan without regard to
the reasonable value of the property. In
computing the fee, the Department of
Veterans Affairs will disregard any
amount included in the loan to enable
the borrower to pay such fee. If all or
part of the fee is included in the loan,
the amount of the loan as increased
may not exceed $33,000.

(Authority: 38 U.S.C. 3729(a))

(ii) The fee described in paragraph
(b)(2)(1) of this section shall not be col-
lected from a veteran who is receiving
compensation (or who but for the re-
ceipt of retirement pay would be enti-
tled to receive compensation) or from a
surviving spouse described in section
3701(b)(2) of title 38 U.S.C.

(Authority: 38 U.S.C. 3729(b))

(iii) Collection of the loan fee de-
scribed in this paragraph (b)(2) of this
section shall not apply to loans closed
prior to August 17, 1984, or to loans
closed after September 30, 1987.

(Authority: 38 U.S.C. 3729(d))

(3) Costs or expenses normally paid
by a purchaser or lienor incident to
loan closing including but not limited
to the following:

(i) Fee of Department of Veterans Af-
fairs designated compliance inspector;

(ii) Recording fees and recording
taxes or other charges incident to rec-
ordation;

(iii) That portion of taxes, assess-
ments, and other similar items for the
current year chargeable to the bor-
rower and the initial deposit (lump-
sum payment) for the tax and insur-
ance account;

(iv) Hazard insurance as required by
§36.4512,

(v) Survey, if any;

(vi) Title examination and title evi-
dence.
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