§36.4819

specified in paragraph (c)(2) of this sec-
tion.

(b) For purposes of this section, the
term ‘‘calendar quarter’” shall mean
the 3-month periods ending on March
31, June 30, September 30, and Decem-
ber 31.

(c)(1) No later than 30 calendar days
after the last business day of the first
calendar quarter occurring after the
rules for determining tier rankings
take effect, and then not later than 30
calendar days after the last business
day of each subsequent calendar quar-
ter, the Secretary shall provide each
servicer with an evaluation of their
performance under such rules.

(2) No later than 45 calendar days
after the last business day of the
fourth calendar quarter during which
the Secretary evaluates the perform-
ance of servicers, and then annually
thereafter, VA shall advise each
servicer of its tier ranking.

(3) Any entity which begins servicing
guaranteed loans after the first cal-
endar quarter occurring after rules for
determining tier rankings take effect
shall be presumed to be in tier two.
The Secretary will evaluate the per-
formance of such servicer as provided
in paragraph (c)(1) of this section. The
Secretary will advise such servicer of
its tier ranking at the time other
servicers are advised of their tier
rankings pursuant to paragraph (c)(2)
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of this section, provided the servicer
has received evaluations for at least
four continuous calendar quarters.

(d) The quarterly evaluation and tier
ranking of a servicer shall be deemed
to be confidential and privileged and
shall not be disclosed by the Secretary
to any other party.

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

§36.4819 Servicer loss-mitigation op-
tions and incentives.

(a) The Secretary will pay a servicer
in tiers one, two, or three an incentive
payment for each of the following suc-
cessful loss-mitigation options or al-
ternatives to foreclosure completed: re-
payment plans, special forbearance
agreements, loan modifications, com-
promise sales, and deeds-in-lieu of fore-
closure. Only one incentive payment
will be made with respect to any de-
fault required to be reported to the
Secretary pursuant to §36.4817(c). No
incentive payment will be made to a
servicer in tier four. The options and
alternatives are listed in paragraph (b)
of this section from top to bottom in
their preferred order of consideration
(i.e., a hierarchy for review), but VA
recognizes that individual cir-
cumstances may lead to ‘‘out of the or-
dinary’’ considerations.

(b) The amount of the incentive pay-
ment is as follows:

Tier ranking One Two Three Four
Repayment Plan ........ $200 $160 $120 $0
Special Forbearance ... 200 160 120 0
Loan Modification ..... 700 500 300 0
Compromise Sale ...... 1,000 800 600 0
Deed in Lieu of Foreclosure ............ 350 250 150 0

(¢c) For purposes of this section, a
loss-mitigation option or alternative
to foreclosure will be deemed success-
fully completed as follows:

(1) With respect to a repayment plan
(as defined in §36.4801), when the loan
reinstates;

(2) With respect to special forbear-
ance (as defined in §36.4801), when the
loan reinstates. If a repayment plan is
developed at the end of the forbearance
period, then the special forbearance is
not eligible for an incentive payment,
although the subsequent repayment

plan may be eligible upon loan rein-
statement;

(3) With respect to a loan modifica-
tion, when the modification is executed
and the loan reinstates;

(4) With respect to a compromise
sale, when the claim under guaranty is
filed; or

(5) With respect to a deed-in-lieu of
foreclosure, when the claim under
guaranty is filed.

(d) Incentive payments with respect
to repayment plans, special
forbearances and loan modifications
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shall be made no less frequently than
monthly. For all other successful loss-
mitigation options, incentives shall be
paid in the final claim payment.

(e) The Secretary shall reserve the
right to stop an incentive payment to a
servicer if the servicer fails to perform
adequate servicing.

(Authority: 38 U.S.C. 3703(c), 3720, 3722)

(The Office of Management and Budget has
approved the information collection require-
ments in this section under control number
2900-0021.)

§36.4820 Refunding of loans in default.

(a) Upon receiving a notice of default
or a notice under §36.4817, the Sec-
retary may require the holder upon
penalty of otherwise losing the guar-
anty or insurance to transfer and as-
sign the loan and the security there-
fore to the Secretary or to another des-
ignated by the Secretary upon receipt
of payment in full of the balance of the
indebtedness remaining unpaid to the
date of such assignment. Such assign-
ment may be made without recourse
but the transferor shall not thereby be
relieved from the provisions of §36.4828.

(b) If the obligation is assigned or
transferred to a third party pursuant
to paragraph (a) of this section the
Secretary may continue in effect the
guaranty or insurance issued with re-
spect to the previous loan in such man-
ner as to cover the assignee or trans-
feree.

(c) Servicers must deliver to the Sec-
retary all legal documents, including
but not limited to proper loan assign-
ments, required as evidence of proper
loan transfer within 60 calendar days
from the date that VA sends notice to
the servicer that VA has decided to re-
fund a loan under this section.
Servicers exhibiting a continued fail-
ure to provide timely loan transfer doc-
umentation may, at the discretion of
the Secretary and following advance
notice to the servicer, be subject to
temporary suspension of all property
acquisition and claim payments until
all deficiencies identified in the notice

§36.4822

provided to the servicer have been cor-
rected.

(Authority: 38 U.S.C. 3703(c) and 3732(a))
(The Office of Management and Budget has
approved the information collection require-

ments in this section under control number
2900-0362.)

§36.4821 Service of process.

(a) In any legal or equitable pro-
ceeding to which the Secretary is a
party (including probate and bank-
ruptcy proceedings) arising from a loan
guaranteed, insured, or made, or a
property acquired by the Secretary
pursuant to title 38, U.S.C. chapter 37,
original process and any other process
prior to appearance that may be served
on the Secretary must be delivered to
the VA Regional Counsel located in the
jurisdiction in which the proceeding is
docketed. Copies of such process will
also be served on the Attorney General
of the United States and the United
States Attorney having jurisdiction
over that area. Within the time re-
quired by applicable law, or rule of
court, the Secretary will cause appro-
priate special or general appearance to
be entered in the case by an authorized
attorney.

(Authority: 38 U.S.C. 3703(c) and 3720(a))

(b) After appearance of the Secretary
by attorney all process and notice oth-
erwise proper to serve on the Secretary
before or after judgment, if served on
the attorney of record, shall have the
same effect as if the Secretary were
personally served within the jurisdic-
tion of the court.

(Authority: 38 U.S.C. 3720, 3732)

§36.4822 Loan termination.

(a) For purposes of this part, a hold-
er, using reasonable diligence must
complete a foreclosure within the
timeframe and in the manner deter-
mined by the Secretary. In deter-
mining what constitutes allowable
time and method for foreclosure, the
Secretary shall review allowances for
time and method in connection with
the foreclosure of single-family hous-
ing loans issued by HUD, Fannie Mae,
and Freddie Mac, as well as State stat-
utory requirements. The Secretary will
review such timeframes annually and,
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