Veterans Benefits Administration	M26-3

Department of Veterans Affairs	Change 2

Washington, D.C.   20420	September 19, 1990



Manual M26-3, "Loan Management and Servicing Policies, Procedures, and Methods, Loan Guaranty Operations for Regional Offices," is changed as follows:



Pages 2-47 through 2-50:     Remove these pages and substitute pages 2-47 through 2-49 attached.   (Par. 2.22a has been revised to change the policy regarding field collections while servicing delinquent portfolio loans.  Such collections will no longer be required or permitted.  Accordingly, VA Form 26-1877, Loan Guaranty Receipt, has been discontinued.)



Pages 3-23 and 3-24:    Remove these pages and substitute pages 3-23 and 3-24 attached.      (Par. 3.13 which referenced VA Form 26-1877 has been deleted.    Par. 3.15 has been amended to correct the paragraph reference.)









D'Wayne

Chief Benefits Director



Distribution:    CO:  RPC 2023

SS (265B1)      FLD:  VBAFS, 1 each (Reproduce and distribute

based on RPC 2023)



















�Veterans Benefits Administration		M26-3�Department of Veterans Affairs		Change 3�Washington, D.C.  20420		January 16, 1991





Manual M26-3, "Loan Management and Servicing Policies, Procedures, and Methods, Loan Guaranty Operations for Regional Offices," is changed as follows:



Pages 2-59 and 2-60:    Remove these pages and substitute pages 2-59 through 2-60c attached.       (Par. 2.24d has been amended to update instructions on servicing VA loans affected by the Soldiers' and Sailors' Civil Relief Act of 1940, as amended.  Par. 2.26 has been revised to incorporate II 26-90-16.)



Pages 2-80a and 2-80b:      Insert pages 2-80a and 2-80b immediately following page 2-80.      (Par. 2.32m has been added to require annual station releases on the services provided in preserving properties securing VA-guaranteed loans, and the maximum charges allowed for these services in claims under loan guaranty.  The issuance of the release should simplify claim filing by holders and VA processing, by avoiding disputes concerning differences about methods and charges which may otherwise arise following reductions on loan guaranty claims.)



Pages 2-89 and 2-90:    Remove these pages and substitute pages 2-89 through 2-90a attached.    (Par. 2.37a has been amended to update instructions on servicing VA loans affected by the Soldiers' and Sailors' Civil Relief Act of 1940, as amended.)



Pages App.-1 through App.-4:       Remove these pages and substitute pages App.-1 through App.-4 attached.  (Fig. 3 has been revised to update the suggested release for resumed service cases.)









D'Wayne Gray

Chief Benefits Director



Distribution:     CO:  RPC 2023

SS(265B1)        FLD:  VBAFS, 1 each (Reproduce and distribute

based on RPC 2023)



�Veterans Benefits Administration		M26-3�Department of Veterans Affairs		Change 5�Washington, D.C.  20420		November 15, 1991



Manual M26-3, "Loan Management and Servicing Policies, Procedures, and Methods, Loan Guaranty Operations for Regional Offices," is changed as follows:



Pages 2-109 and 2-110:     Remove these pages and insert pages 2-109 through 2-110b attached.     (Pars. 2.42f through h have been added to provide information on eligibility and type of assistance available under DOD's (Department of Defense) Homeowners' Assistance Program.  It also is noted that when DOD assumes title to a property securing a GI loan, the VA guaranty remains in force.)











Chief Benefits Director



Distribution:          RPC 2023 

FD



�Veterans Benefits Administration		M26-3�Department of Veterans Affairs		Change 7�Washington, D.C.  20420		January 7, 1992



1.	VA Form 26-8778, Request to Lender for Status of Loan Account - LCS, has been revised to incorporate VA Form 26-8801, Request to Lender for Status of Loan Termination (LCS), which has been discontinued.  Reference to VA Form 26-8801 has been eliminated.



2.	Therefore, Manual M26-3, "Loan Management and Servicing Policies, Procedures, and Methods, Loan Guaranty Operations for Regional Offices," is changed as follows:



Pages  2-81 and 2-82:   Remove these pages and substitute pages 2-81 and  2-82 attached.



Pages  3-i and 3-ii:    Remove these pages and substitute pages 3-i and 3-ii  attached.



Pages  3-13 through 3-18:  Remove these pages and substitute pages 3-13 through 3-18 attached.



Pages 3-35 and 3-36:    Remove these pages and substitute pages 3-35 and 3-36 attached.









	D'Wayne

					Chief Benefits Director



Distribution:  CO:  RPC 2023

SS (265Bl)   FLD:  VBAFS I 1 each (Reproduce and distribute based

on RPC 2023)

�

Veterans   Benefits   Administration		M26-3�Department of Veterans Affairs		Change 8�Washington, D.C.  20420		January 28, 1992



Manual M26-3, "Loan Management and Servicing Policies, Procedures, and Methods, Loan Guaranty Operations for Regional Offices," is changed as follows:



Pages iii and iv:    Remove these pages and substitute pages iii and iv attached.  Rescissions have been updated.)



Pages 2-i and 2-ii:    Remove these pages and substitute pages 2-i and 2-ii attached. (Par. 2.14.1 has been added.)



Pages 2-7 and 2-8:  Remove these pages and substitute pages 2-7 and 2-8 attached.    (Par. 2.06c has been amended in accordance with II 26-90-26.)



Pages 2-31 through 2-34: Remove these pages and substitute pages 2-31 through 2-34h d.   (Par. 2.14 has been revised and par. 2.14.1 has been added in accordance with II 26-90-16.)



Pages 2-41 and 2-42:  Remove these pages and substitute pages 2-41 through 2-42a attached.  (Par. 2.20e(3)(b) has been revised to incorporate II 26-91-9.)



Pages 2-51 and 2-52:  Remove these pages and substitute pages 2-51 through 2-52a attached.  (Par. 2.22j has been revised in accordance with II 26-90-12.)



Pages  2-61  and   2-62: Remove these pages and substitute pages 2-6l through 2-62a attached.     (Par. 2.26b has been amended in accordance with II's 26-90-16 and 26-91-9.)



Pages  2-65  and   2-66: Remove these pages and substitute pages 2-65 through 2-66a attached.     (Par. 2.29a(l) has been revised in accordance with II 26-90-4.)



Pages 2-71 through 2-74:     Remove these pages and substitute pages 2-71 through 2-74a attached.       (Par. 2.31a has been amended to incorporate II 26-89-17 and par. 2.32 has been amended to incorporate II's 26-89-21 and 26-89-22.)



Pages 2-79 and 2-80:   Remove these pages and substitute pages 2-19 and 2-80 attached.        (Par. 2.32k(3) has been revised in accordance with II 26-90-4.)



Pages 2-81 throu_gh 2-88:    Remove these pages and substitute pages 2-81 through 2-88b attached.   (Par. 2.34 has been revised to incorporate II's 26-89-19 and  26-91-8.   A paragraph reference in par. 2.34i has been corrected.)



�                                            		January 28, 1992

M26-3

Change 8



Pages  2-101  through  2-106: Remove these pages and substitute pages 2-101 through 2-106 attached. (Par. 2.40a has been amended in accordance with 11 26-90-5.  Par. 2.42a has been amended to correct a typographical error.)



Pages  2-123 through  2-126: Remove these pages and substitute pages 2-123 through 2-126a attached. (Pars. 2.47c and d have been revised to correct typographical errors.  Par. 2.47g has been added in accordance with II 26-89-18.)



Pages 2-137 and 2-138: Remove these pages and substitute pages 2-137 through 2-138a attached.  (Par. 2.56 has been amended in accordance with II 26-89-15.)



Pages  2-141 and 2-142: Remove these pages and substitute pages 2-141 and 2-142  attached.    (Typographical errors have been corrected in pars. 2.58f and 2.59c(l).)



Pages 3-9 through 3-16:  Remove these pages and substitute pages 3-9 through 3-16a attached.  (Par. 3.06b has been amended to incorporate II 26-90-20.    Par. 3.06e has been revised in accordance II's 26-89-17 and 26-91-7.   Par. 3.06j has been amended by II 26-90-6.)



Pages  3-25 and 3-26:  Remove these pages and substitute pages 3-25 and 3-26 attached. (Par. 3.20 has been amended to incorporate II  26-91-7.)



Pages  3-33 and  3-34: Remove these pages and substitute pages 3-33 through 3-34a attached. (Par. 3.30 has been amended to incorporate II 26-91-9.)��    RESCISSIONS:	Interim Issues 26-89-15; 26-89-17, par. C.1; 26-89-18; 26-89-19;

26-89-21, par. C.1; 26-89-22; 26-90-4; 26-90-5; 26-90-6; 26-90-12; 26-90-16; 26-90-20,

par. C.2; 26-90-26; 26-91-7, par. C.1; 26-91-8, par. C.1; and 26-91-9, par. D.1.













D'Wayn Gray

Chief Benefits Director



Distribution:  RPC 2023

FD







2

�Department of Veterans Affairs		M26-3�Veterans Benefits Administration		Change  9�Washington, D.C.  20420		March  24,1992



Manual M26-3, "Loan Management and Servicing Polices, Procedures, and Methods,  Loan Guaranty Operations for Regional Offices," is changed as follows:



Pages 2-83 through 2-88b:  Remove these pages and insert pages 2-83 through 2-88b attached.  (Par. 2.34b has been amended to announce an advance servicing letter (M26-1, fig. 4.01) which will be used to:  (a) inform veterans who recently used VA entitlement that VA's Loan Service and Claims Section will try to help if financial difficulties arise or problems occur with their lenders; (b)  acquaint borrowers with VA's Loan Guaranty Division; and (c) provide an assistance request so that veterans may contact VA if they have any questions.  The remaining paragraphs have been renumbered.)



By Direction of the Chief Benefits Director







Keith Pedigo

Director, Loan Guaranty Service



Distribution:    CO:  RPC 2023

FD            FLD:  VBAFS, 1 each (Reproduce and distribute based

                     on RPC 2023)



�Veterans Benefits Administration	M26-3

Department of Veterans Affairs	Change 12

Washington, D.C.  20420	September 9, 1992





Manual M26-3, "Loan Management and Servicing Policies, Procedures, and Methods, Loan Guaranty Operations for Regional Offices," is changed as follows:



Pages 2-41 through 2-42a:  Remove these pages and insert pages 2-41 through 2-42a attached.  (Par. 2.20e(2)(a) has been amended to provide guidance in servicing delinquent portfolio loans when a second mortgage lien exists.  Par. 2.20e(2)(c) has been added to provide information regarding the condition and occupancy status of the property when contact with the delinquent borrower cannot be made.)



Pages 2-67 through 2-68a:  Remove these pages and insert pages 2-67 -68a attached.  (Par.  2.29a(4) has been added to include language regarding the use of the PLS miscellaneous diary reason codes to facilitate monitoring loan terminations.)



RESCISSIONS:  Change 4 to M26-3 and Interim Issue 26-90-19, paragraph C.2 (unrelated rescissions).



By Direction of the Chief Benefits Director







Keith Pedigo

Director, Loan Guaranty Service



Distribution:      Per RPC 2023

FD



�Veterans Benefits Administration	M26-3�Department of Veterans Affairs	Change 14�Washington, D.C.  20420	February 2, 1993



1 .  Transmitted is a change to Manual M26-3, "Loan Management and Servicing Policies, Procedures, and Methods, Loan Guaranty Operations for Regional Offices."



2.	Paragraphs 2.58 through 2.60 are being changed to amend procedures regarding release of liability under 38 U.S.C. 3713(b) to conform with a recent decision by the United States Court of Appeals for the Federal Circuit which affirmed a decision by COVA (Court of Veterans Appeals).  These decisions (in the case of Travelstead v. Derwinski) require VA, whenever possible, to base the retroactive re ease decision on information that would have been available had application been made "incident to transfer." Although the use of post-transfer payment history to approve a release in cases when contemporary credit information is unavailable was found to be allowable, the post-transfer payment history may not be used as the sole basis to deny a release.  The COVA decision also holds that VA is required to provide the veteran with notice of the decision, as well as appellate rights, in the case of a denial.



3.	These changes are applicable to cases in which the decision under 38 U.S.C. 3713(b)) was made on or after September 12, 1991.  If reconsideration is requested of a denial decision made on or after September 12, 1991, which was based on the prior guidelines, the case must be reevaluated under these new guidelines.  Cases which have been suspended based on the prior guidelines must now be evaluated under the current guidelines.  Denial decisions made prior to September 12, 1991, which are  reconsidered for any reason, should also be reviewed under the new guidelines since they are more beneficial to the veteran; any case which would have qualified for release under older guidelines will qualify under the current guidelines.  Additionally, for loans in which a decision should have been made previously, but was not, the determination will be made in accordance with these new instructions if the matter is brought to the station's attention through an inquiry from, or on behalf of, the veteran.



4.	 The new procedures may be summarized as follows:



a.	Determine if there is a liable transferee; if there are none, the release is denied.



b.	If there is a liable transferee, determine if the loan was current when that transferee acquired the 

property; if it was not, the release is denied.



C.	If there is a liable transferee anywhere in the chain of title, determine if either the liable transferee or the veteran's immediate transferee qualified from a credit and income standpoint to assume the loan based on payment history; if either qualified, the release is granted.



�M26-3	February 2, 1993

Change 14



d.	If neither can be qualified based on payment history, attempt to obtain credit and income information on them at the time or transfer.



e.	 If the immediate transferee or any remote liable transferee can be qualified based on credit and income information which is obtained within 60 days of your request, the release is granted; if none can be qualified, the release is denied.



f.	 Any denial can be reconsidered if additional information is obtained which has a bearing on the decision.



5.	 Manual M26-3 is changed as follows:



a.	 Page v :  Remove this page and insert page v attached.



b.	Pages 2-i and 2-ii: Remove these pages and insert pages 2-i and 2-ii attached.



C.	Pages 2-139 through 2-148: Remove these pages and substitute pages 2-139 tnrough 2-148 attached.



d.	Page App.-i: Remove this page and insert page App.-i attached.



e.	Pages App.-7 through App.-12:  Remove these pages and insert pages App.-7 through App.-13 attached.



6.	The quarterly reporting requirement established by change 11 to track certain retroactive release of liability cases is rescinded and RCS 20-0857 should not be prepared.



RESCISSION:  Change 11 to M26-3.



By Direction of the Under Secretary for Benefits







Keith Pedigo

Director, Loan Guaranty Service



Distribution:  Per RPC 2023

FD





2

�Veterans Benefits Administration	M26-3�Department of Veterans Affairs	Change   15�Washington,  D.C.   20420	February  10,   1993



1.	This change provides instructions on certain provisions of Sections 941 and 942 of Public Law 101-625, Cranston-Gonzales National Affordable Housing Act, signed by the President on November 28, 1990.  These sections amend the Real Estate Settlement Procedures Act (RESPA) of 1974.    RESPA is administered by the U.S. Department of Housing and Urban Development and mandates monetary sanctions for noncompliance.  VA field stations are required to comply with the law in the servicing, sale, and acquisition of portfolio loans.        Any State laws which conflict with the provisions of this legislation are preempted by the Federal law.



2.	New reports in the COIN PLS 03 series are also included in this manual change.



3.	Manual M26-3, "Loan Management and Servicing Policies, Procedures and Methods, Loan     Guaranty Operations for Regional Offices," is changed as follows:



Pages 2-7 through 2-10:     Remove these pages and insert pages 2-7 through 2-10a attached.



Pages 2-37 through 2-46: Remove these pages and insert pages 2-37 through 2-46b attached.



Pages 2-95 through 2-98:     Remove these pages and insert pages 2-95 through 2-98a attached.



Pages 2-115 and 2-116:     Remove these pages and insert pages 2-115 through 2-116 attached.



Pages 2-125 through 2-126a:      Remove these pages and insert pages 2-125 through 2-126a attached.



Pages 3-23 and 3-24:    Remove these pages and insert pages 3-23 through 3-24a attached.



Pages 3-39 through 3-42:     Remove these pages and insert pages 3-39 through 3-42 attached.



Page App.-i:  Remove this page and insert page App.-i attached.



Pages   App.-14 and App.-15:      Insert these pages immediately following page App.-13.



3.	 RESCISSIONS:  Changes 1, 10 and 13 to M26-3.



By Direction of the Under Secretary for Benefits





Pedigo

Director, Loan Guaranty Service



Distribution:    Per RPC 2023�Department of Veterans Affairs                              				M26-3

Veterans Benefits Administration                                 			Change    16

Washington, D.C.  20420                                			 September  20,   1993



Manual  M26-3,   "Loan  Management  and   Servicing   Polices,   Procedures, and Methods, Loan Guaranty Operations  for  Regional  Offices,"  is  changed as follows:



Pages 1-1 and	1-2: Remove these  pages  and  insert  pages  1-1  and  1-2 attached.   (Par. 1.04b is changed to make the definition of "holder" consistent with a revision to 38 CFR 36.4301.)



Pages 2-71 through 2-74a:    Remove these pages and insert pages 2-71 through 2-74b attached.    (Par. 2.32 has been amended to add detailed requirements for conducting servicing interviews and maintaining collection records and also to add the requirement that holders notify prior obligors of a transferee's default within 30 days after filing VA Form 26-6850, Notice of Default.)



Pages 2-77 through 2-80b:    Remove these pages and insert pages 2-77 through 2-80b attached.    (Par. 2.32 has been revised to add: a modification to VA's policy with -respect to disposition of tax and insurance escrow account surpluses; the requirement that properties be inspected before the 60th day of delinquency and at least monthly after the beginning of liquidation unless they are known to be owner-occupied; the requirement that abandoned properties be secured; instructions that holders will be advised of the maximum charge for property inspections allowable in each jurisdiction; and, notice that the allowable charge for recording a change of ownership has been increased from $45 to $50 (making the allowance consistent with the fee for cases processed under 36 USC 3714).)



Pages 2-85 and 2-86:    Remove these pages and substitute pages 2-85 through 2-86b attached.     (Par. 2.34b(5) has been revised to add information on the loan holder's responsibility under 38 CFR 36.4317(c) to locate former owners in transferee default cases.   The revised form letter 26-251 will be used to notify veteran-borrowers that a preforeclosure debt waiver has been granted.)



Pages 2-127 and 2-128:     Remove these pages and substitute pages 2-127 through 2-128a attached.     (Par. 2.48 has been changed to require that the holder be advised of any release of liability granted by VA so that, in the event of a subsequent default, the holder will be aware that VA does not require that the released obligor be held liable in the foreclosure action.)



Pages 3-7 and 3-8:    Remove these pages and insert pages 3-7 and 3-8 attached.    (Par. 3.06 has been revised to change a reference in the instructions for assigning quality ratings.)



Pages 3-11 and 3-12:     Remove these pages and insert pages 3-11 and 3-12 attached.    (Par. 3.06 has been changed to specify that servicing actions which result in a message being left rather than actual contact with an obligor should not be coded using TT 512.)



�M26-3					September 20, 1993�Change 16��   Page  App.-i: Remove  this page and insert page App.-i attached.�(Contents page has been updated to include figures 13 and 14.)��   Pag App.-15: Immediately following this page add pages App.-16 and�App.-17 attached.



RESCISSION:  Change 6 to M26-3.



By Direction of the Deputy Under Secretary for Benefits









Director, Loan Guaranty Service



Distribution:	CO:  RPC 2023

FD		FLD:  VBAFS  1 each (Reproduce and distribute based

on RPC 2023)

















2





FD

�Veterans Benefits Administration	M26-3�Department of Veterans Affairs	Change   17�Washington, D.C.  20420	September  22,  1993



Manual M26-3, "Loan Management and Servicing Policies, Procedures, and Methods, Loan Guaranty Operations for Regional Offices," is changed as follows:



Pages 2-53 and 2-54:    Remove these pages and insert pages 2-53 and 2-54 attached.   (Par. 2.221(2) has been revised to indicate that the interest rate on refunded loans (and modified vendee loans) cannot be reduced below 4 percent.)



Pages 2-95 and 2-96:    Remove these pages and insert pages 2-95 and 2-96 attached.     (Par. 2.38h has been revised to indicate that the interest rate on refunded loans (and modified vendee loans) cannot be reduced below 4 percent.)



By Direction of the Under Secretary for Benefits









Director, Loan Guaranty Service



Distribution:  Per RPC 2023

FD



�Veterans Benefits Administration	M26-3�Department of Veterans Affairs	Change 18�Washington, D.C.  20420	October  18,  1993



Manual M26-3, "Loan Management and Servicing Policies, Procedures, and Methods, Loan Guaranty Operations for Regional Offices," is changed as follows:



Pages 2-35 and 2-36:    Remove these pages and substitute pages 2-35 and 2-36 attached.      (Par. 2.18d has been corrected as Austin DPC no longer teletypes   regional offices to request disposition instructions when they receive funds on loan accounts in foreclosure.  Austin now e-mails messages to regional offices asking for instructions on how to dispose of payments received on loans in X4 record condition.)



By Direction of the Under Secretary for Benefits











Director, Loan Guaranty Service



Distribution:  Per RPC 2023

FD



�Department of Veterans  Affairs                                     		M26-3

Veterans Benefits Administration                              			Change   19

Washington, D.C.  20420                                 			January  10,  1994



1.  Manual M26-3 is being changed to provide, as a consistent policy, field stations with authority to determine when application of 38 CFR 36.4319(f) is appropriate.



2.  Manual M26-3, "Loan Management and Servicing Policies, Procedures, and Methods, Loan Guaranty Operations for Regional Offices," is changed as follow's:



Pages 2-81 and 2-82: Remove these pages and insert pages 2-81 and 2-82 attached.



Pages 3-15 and 3-16: Remove these pages and insert pages 3-15 and 3-16 attached.



By Direction of the Under Secretary for Benefits



I



Keith Pedigo

Director, Loan Guaranty Service



Distribution:   Per RPC 2023

FD



�Veterans Benefits Administration	M26-3

Department of Veterans Affairs	Change 20

Washington, D.C.  20420	February 14, 1994



	Manual M26-3, "Loan Management and Servicing Policies, Procedures, and Methods, Loan Guaranty Operations for Regional Offices," is changed as follows:



	Pages 2-63 and 2-64:  Remove these pages and insert pages 2-63 through 2-64a attached.  (Par. 2.27e(2) has been added to require that a copy of the current record printout or the PLS PL4 screen must be included in the loan folder submitted to the LGO for termination approval.)



	                 By Direction of the Under Secretary for Benefits







	                             Keith Pedigo

	                             Director, Loan Guaranty Service



Distribution:  Per RPC 2023

FD



�Department of Veterans Affairs	M26-3

Veterans Benefits Administration	Change 21

Washington, D.C.  20420	March 18, 1994



	Manual M26-3, "Loan Management and Servicing Policies, Procedures, and Methods, Loan Guaranty Operations for Regional Offices," is changed as follows:



	Pages 2-123 through 2-126a:  Remove these pages and insert pages 2-123 through 2-126b attached.  (Par. 2.47c has been amended to require a specific time requirement to complete 38 CFR 36.4600 repurchase claims.  Par. 2.47d has been changed to provide guidance in determining when VA accepts responsibility for a loan and when 38 CFR 36.4600 claims should be returned or suspended due to incomplete tax or insurance information.)



	            By Direction of the Under Secretary for Benefits







	                          Keith Pedigo

	                          Director, Loan Guaranty Service



Distribution:   Per RPC 2023

FD   



�Veterans Benefits Administration	    M26-3

Department of Veterans Affairs	Change 22

Washington, D.C.  20420	March 28, 1994



	Manual M26-3, "Loan Management and Servicing Policies, Procedures, and Methods, Loan Guaranty Operations for Regional Offices," is changed as follows:



	Pages App.-3 through App.-6:  Remove these pages and insert pages App.-3 through App.-6a attached.  (Figure 4, Suggested Release Involving Release of Liability, has been changed to emphasize the need to obtain a release of liability from VA when selling a property with a VA-guaranteed loan.)



	                 By Direction of the Under Secretary for Benefits







	                             Keith Pedigo

	                             Director, Loan Guaranty Service



Distribution:  Per RPC 2023

FD



�Veterans Benefits Administration	    M26-3

Department of Veterans Affairs	Change 23

Washington, D.C.  20420	June 23, 1994



	Manual M26-3, "Loan Management and Servicing Policies, Procedures, and Methods, Loan Guaranty Operations for Regional Offices," is changed as follows:



	Pages 2-47 and 2-48:  Remove these pages and insert pages 2-47 and 2-48 attached.  (Par. 2.22a has been changed to correct the ZIP Code in the address used for remitting mortgage payments.)



	                 By Direction of the Under Secretary for Benefits







	                             Keith Pedigo

	                             Director, Loan Guaranty Service



Distribution:  Per RPC 2023

FD



�Veterans Benefits Administration	    M26-3

Department of Veterans Affairs	Change 24

Washington, D.C.  20420	June 24, 1994



	Manual M26-3, "Loan Management and Servicing Policies, Procedures, and Methods, Loan Guaranty Operations for Regional Offices," is changed as follows:



	Page 2-16:  Immediately following this page insert page 2-16a attached.  (Par. 2.08c(5) has been added to emphasize the need to check the homeowners association organizational documents and blanket insurance policies in regard to the maintenance of adequate insurance coverage for the housing unit.)



	              By Direction of the Under Secretary for Benefits







	                             Keith Pedigo

	                             Director, Loan Guaranty Service



Distribution:  Per RPC 2023

FD

�Rescinded per Circular 20-96-1, dated February 23, 1996



Department of Veterans Affairs	    M26-3

Veterans Benefits Administration	Change 25

Washington, D.C.  20420	March 29, 1995



ERRATUM



	M26-3, Change 25, dated March 9, 1995, is corrected as follows:



	Page 2-98a:  Redesignate existing page 2-98a (as added by Change 15) as 2-98c.  (Change 25 added pages 2-98a and 2-98b.  Page 2-98a was previously added by change 15.)









Distribution:  Per RPC 2023

�Rescinded per Circular 20-96-1, dated February 23, 1996



Veterans Benefits Administration	    M26-3

Department of Veterans Affairs	Change 25

Washington, D.C.  20420	March 9, 1995



	1.  Manual M26-3 is being changed to require that the Construction and Valuation Section notify Loan Service and Claims of complaints received on existing construction cases relating to defects that existed prior to loan origination.  Occasionally, veteran homebuyers discover serious defects after moving in which were not noticed prior to closing.  When this problem seriously affects the habitability of the property, VA may be faced with an early foreclosure if the veteran does not have the financial ability to finance needed repairs.  Early notice to Loan Service and Claims will permit VA to evaluate these cases from a loan servicing standpoint and make an early decision as to whether it would be beneficial to the veteran and in the best interest of the Government to refund the loan and advance funds for repair.  This procedure is only applicable to existing resale construction, because VA is authorized to provide direct assistance to veterans to correct defects in cases of new construction which was inspected by VA while being built.



	2.  Manual M26-3, "Loan Management and Servicing Policies, Procedures, and Methods, Loan Guaranty Operations for Regional Offices," is changed as follows:



	Pages 2-95 through 2-98:  Remove these pages and insert pages 2-95 through 2-98b attached.  



	                 By Direction of the Under Secretary for Benefits







	                             Keith Pedigo

	                             Director, Loan Guaranty Service



Distribution:  Per RPC 2023

FD



�Rescinded per Circular 20-96-1, dated February 23, 1996



Veterans Benefits Administration	M26-3

Department of Veterans Affairs	Change 26

Washington, D.C.  20420	July 12, 1995



	Manual M26-3, "Loan Management and Servicing Policies, Procedures, and Methods, Loan Guaranty Operations for Regional Offices," is changed as follows:



	Pages 2-95 through 2-98:  Remove these pages and insert pages 2-95 through 2-98 attached.  (A new paragraph 2.38h has been added regarding refunding of adjustable rate mortgages.  The subsequent paragraphs have been renumbered.)



	By Direction of the Under Secretary for Benefits







	Keith Pedigo

	Director, Loan Guaranty Service



Distribution:  Per RPC 2023

FD



�Veterans Benefits Administration	M26-3

Department of Veterans Affairs	Change 27

Washington, D.C.  20420	September 12, 1995



	1.  This change establishes restrictions on the assumability of refunded loans, modifies existing refunding procedures, and provides procedures for establishing a firm settlement date when informing a loan holder that VA has decided to refund a loan.



	2.  Manual M26-3, "Loan Management and Servicing Policies, Procedures, and Methods, Loan Guaranty Operations for Regional Offices," is changed as follows:



	Pages 2-33 and 2-34:  Remove these pages and insert pages 2-33 and 2-34 attached.



	Pages 2-34c and 2-34d:  Remove these pages and insert pages 2-34c and 2-34d attached.



	Pages 2-34g and 2-34h:  Remove these pages and insert pages 2-34g and 2-34h attached.



	Pages 2-93 through 2-98b:  Remove these pages and insert pages 2-93 through 2-98b attached.



	By Direction of the Under Secretary for Benefits







	Keith Pedigo

	Director, Loan Guaranty Service



Distribution:  Per RPC 2023

FD�Veterans Benefits Administration	M26-3

Department of Veterans Affairs	Change 28

Washington, D.C.  20420	December 3, 1995



	1.  A 1994 Order by the United States District Court, District of Minnesota, Fourth Division, in the case of  Vail v. Brown, following review of that Court's earlier decision by the Court of Appeals for the Eighth Circuit, upheld VA's right to establish indemnity debts against veterans following non-judicial loan foreclosures but further defined the nature of the notice VA must provide in order to establish such debts.  Specifically, the Court ordered that VA must provide veterans with notice indicating a 2-week period during which the foreclosure sale is expected to take place.  The notice must be provided during the period between 20 and 60 days prior to the sale.  While this Order applies only to Minnesota loans and does not affect foreclosures completed before January 14, 1994, the history of class-action litigation on loan guaranty liability accounts and the consequences of the decision in U.S. v. Whitney suggest that the precedent may find application in other parts of the country.  This manual change establishes procedures for providing such notice.  



	2.  Stations will use figures 14 and 15 to prepare releases to holders and servicers until such time as standardized forms are available.  Moreover, in order to limit opportunities for future litigation, use of these letters is being extended to all liable obligors, regardless of whether they are original veterans or transferees and regardless of whether or not liability accounts are normally established under indemnity or subrogation.  



	3.  M26-3, "Loan Management and Servicing Policies, Procedures, and Methods, Loan Guaranty Operations for Regional Offices," is changed as follows:



	Pages 2-85 through 2-86b:  Remove these pages and insert pages 2-85 through 2-86c attached.



	Page App.-i:  Remove this page and insert page App.-i attached.



	Page App.-16:  Immediately following this page add pages App.-17 and App.-18 attached.



	By Direction of the Under Secretary for Benefits







	Keith Pedigo

	Director, Loan Guaranty Service



Distribution:  Per RPC 2023

FD



�Department of Veterans Affairs					M26-3

Veterans Benefits Administration					Change 29

Washington, D. C. 20420						January 27, l997



	1.  Manual M26-3, "Loan Management and Servicing Policies, Procedures, and Methods, Loan Guaranty Operations for Regional Offices," has been changed to:



	a.  To increase the use of alternatives to foreclosure, promote customer satisfaction, provide a more meaningful work experience for VA employees, reduce the amount of time needed to authorize an alternative to foreclosure and reduce costs associated with loan termination by empowering individuals with signature authority at a lower level.  This change incorporates the provisions in Circular 26-95-1, which self-rescinded on January 1, 1996.  Minor changes have been made to recognize the team structure of organization, and to allow certain employees to be more fully empowered in granting preforeclosure debt waivers; and



	b.  To clarify establishment of acquired loans in PLS (Portfolio Loan System).



	2.  Therefore, Manual M26-3 is changed as follows:



	Page 1-i:  Remove this page and insert page 1-i attached.  (The contents page is updated to include paragraph 1.07.)



	Pages 1-1 through 1-5:  Remove these pages and insert pages l-1 through 1-5 attached.



	Pages 2-51 through 2-54:  Remove these pages and insert pages 2-51 through 2-54 attached.  (The paragraphs have been renumbered.)



	Pages 2-97 through 2-98b:  Remove these pages and insert pages 2-97 through 2-98b attached.





					By Direction of the Acting Under Secretary for Benefits









						Keith Pedigo, Director

						Loan Guaranty Service



Distribution:  Per RPC 2023

FD





�Department of Veterans Affairs						M26-3

Veterans Benefits Administration						Change 29

Washington, D. C. 20420							April 28, 1997



ERRATUM





	M26-3, change 29, dated January 27, 1997, is corrected as follows:



	Page 1-5:  Remove this page and substitute page 1-5 attached.	



	Page 1-5, paragraph 1.07c(3)(b), line 4 - the term “the liquidation appraisal” was deleted.  This change is made for clarification purposes.



	Pages 2-51 and 2-52:  Remove these pages and substitute pages 2-51 and 2-52 attached.	



	Page 2-51, paragraph 2.22b(12)[h], line 13 - the term “full shall be avoided” was deleted and re-inserted after the word “in” on line 14.  No changes were made on page 2-52.









Distribution:  Per RPC 2023









	


