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CHAPTER 1.  GENERAL



1.01  PURPOSE



	The purpose of this manual is to set forth Central Office policy and uniform procedure with respect to loan management activities in servicing (supplemental servicing of guaranteed loans) and the direct servicing of VA portfolio loans.



1.02  SCOPE



		a.  The policies and procedures set forth in this manual will apply to all outstanding loans in which VA has an interest as guarantor, insurer, or holder.  It is recognized that not every possible situation which might arise can be covered.  Unusual circumstances will require the exercise of due care and good judgment in the adaptation of established principles, but it is expected that any material deviation from this manual will have the prior approval of Central Office.



	b.  	The Station Director has the managerial responsibility for the proper performances of the functions outlined in this manual and will delegate to subordinate employees the responsibility for carrying out these functions.  The application or invocation of any statutory or regulatory provisions will be accomplished by a person authorized to act for the Secretary under 38 CFR [36.4221], 36.4342, [36.4520 and 36.4600.  Approval of the Under Secretary for Benefits to redelegate this authority to the lowest level possible is hereby authorized, in accordance with the guidelines in paragraph 1.07.  Approval is also granted for the Director to authorize the Loan Guaranty Officer to redelegate this authority.]



1.03  LOAN SERVICE AND CLAIMS SECTION



	The functions of the Loan Service and Claims Section embrace the protection of the interests of the U.S. Government in cases which may result or have resulted in actual or potential demands upon VA, arising from the default of any loan guaranteed or insured pursuant to the provisions of title 38, United States Code, and for the management and servicing of loans held by VA as mortgagee or assignee.



1.04  DEFINITIONS



	a.  	Veteran-Borrower.  Unless a different meaning is clearly indicated, the term "veteran-borrower" shall mean the veteran who was the original obligor or any subsequent owner of the property securing an indebtedness which is guaranteed, insured, or held by VA, including the person or persons liable for the payment of such indebtedness at the time of default.
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	b.  	Holder.  Unless a different meaning is clearly indicated, the term "holder" shall mean the lender or any subsequent' assignee or transferee of the guaranteed obligation or the authorized servicing agent of the lender or of the assignee or transferee if the obligation has been assigned or transferred.                            



1.05  APPLICATION OF AMENDMENTS TO REGULATIONS



	Section 36.4300 of title 38 CFR, pertaining to the guaranty or insurance of loans, provides as follows: "Sections 36.4300 to 36.4393, inclusive, shall be applicable to each loan entitled to an automatic guaranty, or otherwise guaranteed or insured, on or after the date of publication in the Federal Register, and shall be applicable to such loans previously guaranteed or insured to the extent that no legal rights vested thereunder are impaired."  It will be noted that the regulations effective March 1, 1946, and all amendments to these regulations, are applicable so long as the vested rights of the parties are not impaired.  For example, the provisions of 38 CFR 36.4315, amended effective May 5, 1980, would be applicable to loans closed prior to this date, unless the holder insisted upon the application of the regulations in effect at the time of loan closing.  The holder may insist upon the application of regulations which were in effect at the time of closing, but, in that event, all transactions arising out of the loan will be handled in accordance with such regulations.  The holder may not insist upon the application to the advantageous provisions contained in the regulations effective at the time of  loan closing and at the same time insist upon application of the beneficial provisions of subsequent amendments to such regulations.



1.06  PUBLIC LAW 95-630, TITLE XI, "RIGHT TO FINANCIAL PRIVACY ACT 	 	   OF 1978" (92 Stat 3697)



		This law placed restrictions upon the Government's right to obtain financial records from financial institutions.  Effective March 10, 1979, VA is required to provide certain certifications that it is in compliance with the Act.



	a.  Loans Closed or Sold Prior to March 10, 1979.  For all GI (guaranteed or insured) loans closed prior to March 10, 1979, and all vendee or direct loans sold prior to March 10, 1979, VA has provided a one-time blanket certification of compliance with Public Law 95-630 to each loan holder to cover any such outstanding loans.  This certification permits each loan holder to transfer financial information to the VA on any outstanding GI or sold loan when the VA requests such information at any time throughout the term of the loan.  Lenders, holders, and servicers are free to initiate contact with the VA on any matter concerning a GI or sold loan.
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	b.  	Loans Closed or Sold On or After March 10, 1979.  For these loans VA furnishes individual certifications of compliance with Public Law 95-630.  For GI or direct loans sold under guaranty, the certification is printed on VA Form 26-1899, Loan Guaranty Certificate, or 26-1899a, Loan Guaranty Certificate (joint Loan).  For loans sold by VA, the certification is printed on VA Form 26-8543, Portfolio Loan �Statement of Settlement.



	c.  Applications for Release of Liability.  Before a financial institution, as described in the Act, may legally release financial information, VA must certify that it is in compliance with Public Law 95-630.  Any request by VA for information from a financial institution, other than a GI or sold loan holder, in connection with the processing of a request for release of liability, must be accompanied by the following certification:



	"The Veterans Administration Loan Guaranty Service or Division certifies, in compliance with the Right to Financial Privacy Act of 1978 (Title XI, Public Law 95-630), that in connection with this request for access to financial records, it is in compliance with the applicable provisions of said Act."



[1.07  DELEGATION OF AUTHORITY



	a.  General.  Under title 38 CFR the Secretary delegates authority for certain decisions to several designated positions.  Several functional areas have been identified in the Loan Service and Claims Section that can be streamlined by redelegating approval and denial authority of the Secretary to a qualified LSR (Loan Service Representative), his or her immediate Supervisor or Team Leader, or the Section Chief.  Accordingly, the Station Director is authorized to delegate the decision making authority as described in subparagraph c below to the positions of LSRs, Senior LSRs, Loan Service and Claims Supervisors/Team Leaders, and the Chief, Loan Service and Claims.  The approval to delegate this authority may be redelegated at the Station Director's discretion to the Loan Guaranty Officer.



b.  Procedure.  The Loan Guaranty Officer or Chief, Loan Service and Claims, will evaluate and nominate selected personnel whom he/she considers capable of executing authority for the items listed in subparagraphs c(1)(2)(3).  The nominations will be forwarded to the delegating official.  After approval of a nomination, a formal Delegation of Authority, in accordance with MP-1, part I, chapter 6, paragraph 4b(1) will be prepared for each employee identifying the redelegated authority.  (NOTE:  For functions which may be performed in other sections or combined sections, authority may also be redelegated to other than LS&C personnel.)  Individuals receiving this delegated authority should be counseled so they will understand the high level of responsibility which is expected of them.  Internal controls which incorporate an appropriate sampling level will be established as part of the performance management process to ensure that VA's interests are properly protected, and that employees are held responsible for the quality of decisions made under this delegation of authority.
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	c.  Positions.  Authority of the Secretary for all or a portion of the listed functional areas may be delegated by Station Directors to employees filling the following positions:



	(1)  LSRs and Senior LSRs.  These employees may be delegated with the authority to act on behalf of the Secretary for the following issues:



	(a)  Imposing interest cutoffs under 38 CFR 36.4282(f), 36.4319(f) and 36.4321.



	(b)  Accepting or rejecting Deeds in Lieu of Foreclosure.



	(c)  Approving or denying Compromise Claims (Preforeclosure Sales).



	(d)  Authorizing Partial Releases of Security.



	(e)  Granting or denying Releases of Liability, including 38 USC 3713(b).



	(f )  Approving or denying Refundings.



	(g)  Granting Preforeclosure Debt Waivers.



	(h)  Approving Portfolio Loan Reamortizations.



	(i )  Accepting or denying Portfolio Loan Deeds In Lieu of Foreclosure.



	(2)  Supervisors or Team Leaders.  Supervisors or Team Leaders may be delegated with the authority to act on behalf of the Secretary for the following issues:



	(a)  All those items listed in subparagraph (1) above.



	(b)  Acceptance of Acquisition Acknowledgments and payment authorizations (VA Form 26-8903, Notice for Election to Convey and/or Invoice for Transfer of Property).



	(c)  Establishment or disposition of indebtedness using VA Form 26-1833, Advice Regarding Indebtedness of Obligors on Guaranteed or Insured Loans, and VA Form 26-6822, Advice of Termination and Indebtedness on Portfolio Loans.



	(d)  Authority to approve termination of portfolio loan on VA Form 26-8901, Recommendation to Terminate Portfolio Loan.
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	(e)  Authorization to repurchase vendee loan and sign VA Form 26-8084, Claim for Repurchase of Vendee (38 CFR 36.4600) Loan.



	(3)  Chief, Loan Service and Claims.  The LS&C Chief may be delegated with the authority to act on behalf of the Secretary for the following issues:



	(a)  All those items listed in subparagraphs (1) and (2) above.



	(b)  Establishment of VA's acquisition decision as the sole signatory to VA Form 26-6713, Summary of Basis for Liquidation Procedure.  In approving or amending VA Form 26-6713, the Chief, Loan Service and Claims should consider the value of the security as stated in 

FL 26-565 and any other relevant information in selecting the value to be used for acquisition purposes.  If the LS&C Chief questions the accuracy of an appraisal, consultation with the appropriate Chiefs of Property Management and Construction and Valuation will be sought, and the file documented, in determining the proper course of action; otherwise, the signature of the LS&C Chief will be the only one required on the form.



	(c)  Release of FL 26-639 and FL 26-649, Advice regarding bidding instructions.]









































											1-5














