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(2) Allowable expenses/advances as
described in §36.4814; and

(3) The lesser of:

(i) The unpaid interest as of the date
of the liquidation sale; or

(ii) The unpaid interest for the rea-
sonable period that the Secretary has
determined, pursuant to §36.4822(a), it
should have taken to complete the
foreclosure, plus 210 days from the due
date of the last paid installment. This
amount will be increased if the Sec-
retary determines the holder was un-
able to complete the foreclosure within
the time specified in this paragraph
due to Bankruptcy proceedings, appeal
of the foreclosure by the debtor, the
holder granting forbearance in excess
of 30 days at the request of the Sec-
retary, or other factors beyond the
control of the holder.

(b) Deposits or other credits or
setoffs legally applicable to the indebt-
edness shall be applied in reduction of
the indebtedness on which the claim is
based. Any escrowed or earmarked
funds not subject to superior claims of
third persons must likewise be so ap-
plied.

(c)(1) Credits accruing from the pro-
ceeds of a liquidation sale shall be re-
ported to the Secretary incident to
claim submission, and the amount pay-
able on the claim shall in no event ex-
ceed the remaining balance of the in-
debtedness.

(2) The amount payable under the
guaranty shall be computed applying
the formulae in 38 U.S.C. 3732(c). With
respect to a voluntary conveyance to
the holder in lieu of foreclosure, the
holder shall be deemed to have ac-
quired the property at the liquidation
sale for the lesser of the net value of
the property or the total indebtedness.

(d)(1)(i) Except as provided in para-
graph (d)(1)(ii) of this section, holders
shall file a claim for payment under
the guaranty electronically no later
than 1 year after the completion of the
liquidation sale. For purposes of this
section, the liquidation sale will be
considered completed when:

(A) The last act required under State
law is taken to make the liquidation
sale final, but excluding any redemp-
tion period permitted under State law;

(B) If a holder accepts a voluntary
conveyance of the property in lieu of
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foreclosure, the date of recordation of
the deed to the holder or the holder’s
designee; or

(C) In the case of a sale of the prop-
erty to a third party for an amount less
than is sufficient to repay the unpaid
balance on the loan where the holder
has agreed in advance to release the
lien in exchange for the proceeds of
such sale, the date of settlement of
such sale.

(ii) With respect to any liquidation
sale completed prior to February 1,
2008, all claims must be submitted no
later than February 2, 2009.

(2) If additional information becomes
known to a holder after the filing of a
guaranty claim, the holder may file a
supplemental claim provided that such
supplemental claim is filed within the
time period specified in paragraph
(d)(1) of this section.

(3) No claim under a guaranty shall
be payable unless it is submitted with-
in the time period specified in para-
graph (d)(1) of this section.

(4) A claim shall be submitted to VA
electronically on the VA Loan Elec-
tronic Reporting Interface system.

(5) Supporting documents will not be
submitted with the claim, but must be
retained by the servicer and are subject
to inspection as provided in §36.4833 of
this title.

(e) In the event that VA does not ap-
prove payment of any item submitted
under a guaranty claim, VA shall no-
tify the holder electronically what
items are being denied and the reasons
for such denial. The holder may, within
30 days after the date of such denial no-
tification, submit an electronic request
to VA that one or more items that
were denied be reconsidered. The hold-
er must present any additional infor-
mation justifying payment of items de-
nied.

(Authority: 38 U.S.C. 3703(c), 3720, 3732)
(The Office of Management and Budget has
approved the information collection require-

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

§36.4825 Computation of
ness.

In computing the indebtedness for
the purpose of filing a claim for pay-
ment of a guaranty or for payment of
an insured loss, or in the event of a

indebted-
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transfer of the loan under §36.4820(a),
or other accounting to the Secretary,
the holder shall not be entitled to treat
repayments theretofore made as lig-
uidated damages, or rentals, or other-
wise than as payments on the indebted-
ness, notwithstanding any provision in
the note, or mortgage, or otherwise, to
the contrary.

(Authority: 38 U.S.C. 3703(c), 3720, 3732)

§36.4826 Subrogation and indemnity.

(a) The Secretary shall be subrogated
to the contract and the lien or other
rights of the holder to the extent of
any sum paid on a guaranty or on ac-
count of an insured loss, which right
shall be junior to the holder’s rights as
against the debtor or the encumbered
property until the holder shall have re-
ceived the full amount payable under
the contract with the debtor. No par-
tial or complete release by a creditor
shall impair the rights of the Secretary
with respect to the debtor’s obligation.

(b) The holder, upon request, shall
execute, acknowledge and deliver an
appropriate instrument tendered for
that purpose, evidencing any payment
received from the Secretary and the
Secretary’s resulting right of subroga-
tion.

(c) The Secretary shall cause the in-
strument required by paragraph (b) of
this section to be filed for record in the
office of the recorder of deeds, or other
appropriate office of the proper county,
town or State, in accordance with the
applicable State law. The filing or fail-
ure to file such instrument for record
shall have the legal results prescribed
by the applicable law of the State
where the real or personal property is
situated, with respect to filing or fail-
ure to so file mortgages and other lien
instruments and assignments thereof.
The references herein to ‘‘filing for
record’’ include ‘‘registration’ or any
similar transaction, by whatever name
designated when title to the encum-
bered property has been ‘‘registered”
pursuant to a Torrens or other similar
title registration system provided by
law.

(d) As a condition to paying a claim
for an insured loss the Secretary may
require that the loan, including any se-
curity or judgment held therefor, be as-
signed to the extent of such payment,
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and if any claim has been filed in bank-
ruptcy, insolvency, probate, or similar
proceedings such claim may likewise
be required to be so assigned.

(e) Any amounts paid by the Sec-
retary on account of the liabilities of
any veteran guaranteed or insured
under the provisions of 38 U.S.C. chap-
ter 37 shall constitute a debt owing to
the United States by such veteran. Be-
fore a liquidation sale, an official au-
thorized to act for the Secretary under
provisions of §36.4845 may approve a
complete or partial release of the Sec-
retary’s right to collect a debt owing
to the United States under this para-
graph and/or under paragraph (a) of
this section as follows:

(1) Complete release. VA will approve a
complete release if an official author-
ized to act for the Secretary under
§36.4845 determines that all of the fol-
lowing are true:

(i) The loan default was caused by
circumstances beyond the control of
the obligor; and

(ii) There are no indications of fraud,
misrepresentation or bad faith on the
part of the obligor in obtaining the
loan or in connection with the loan de-
fault; and

(iii) The obligor cooperated with VA
in exploring all realistic alternatives
to termination of the loan through
foreclosure, and, either:

(A) Review of the obligor’s current fi-
nancial situation and prospective earn-
ing potential and obligations indicates
there are no realistic prospects that
the obligor could repay all or part of
the anticipated debt within six years
after the liquidation sale and still pro-
vide the necessities of life for himself
or herself and his or her family; or,

(B) In consideration for a release of
the Secretary’s collection rights the
obligor completes, or VA is enabled to
authorize, an action which reduces the
Government’s claim liability suffi-
ciently to offset the amount of the an-
ticipated indebtedness which would
otherwise be established pursuant to
this paragraph and likely be collect-
able by VA after foreclosure in view of
the obligor’s financial situation. Such
actions would include termination of
the loan by means of a deed-in-lieu of
foreclosure, private sale of the prop-
erty for less than the indebtedness
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