April 20, 1992									M26-4





CONTENTS





CHAPTER 1.  GENERAL





PARAGRAPH	PAGE





1.01  Purpose								1-1


1.02  Scope								1-1


1.03  Administrative Discretion					1-1


1.04  Loan Service and Claims Section					1-1


1.05  Definitions							1-1


1.06  Application of Amendments to Regulations			1-2


1.07  Unusual Cases							1-2





�
January 27, l997								M26-4


									            	Change 12


		


CHAPTER 1.  GENERAL





1.01  PURPOSE





	The purpose of this manual is to set forth Central Office policy and uniform procedures with respect to the proper processing of claims under guaranty and the liquidation of security.





1.02  SCOPE





	a.  The policies and procedures outlined in this manual are confined to  the actions which will be taken by VA in connection with the payment and processing of claims under guaranty, and the liquidation of the security.   The policies and procedures set forth do not purport to cover every situation which can or will arise, but it is expected that they will cover most situations which will be encountered in the handling of claims and liquidation matters.





	b.  The station Director has the managerial responsibility for the proper performance 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 36.4342.  [Approval of the Under Secretary for Benefits to redelegate the authority is hereby granted in accordance with the guidance provided in Manual M26-3, chapter l.]





1.03  ADMINISTRATIVE DISCRETION





	Deviations from the policies and procedures prescribed in this manual require approval of the Chief Benefits Director.





1.04  LOAN SERVICE AND CLAIMS SECTION





	a.  Organization.  The Loan Service and Claims Section in the regional office will be under the supervision of the Loan Guaranty Officer, Assistant Loan Guaranty Officer, or section chief and have examiners, loan service representatives, secretarial and clerical assistance as may be required by the volume of work.





	b.  Functions.  The Loan Service and Claims Section will normally handle the cases which may result or have resulted in actual or potential demands upon VA which arise from the default of any guaranteed loan pursuant to the provisions of Title 38, U.S.C., and is responsible for the management and servicing of loans held  VA as mortgagee.





1.05  DEFINITIONS





	a.  Veteran-Borrower.  Unless a different meaning is clearly indicated, the term, "veteran-borrower" shall mean the veteran who was the original obligor and/or any 
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subsequent owner of the property securing the indebtedness which is guaranteed, 


including the person or persons liable for payment of the indebtedness at the time of default.





	b.  Holder.  The term "holder" shall mean the lender or any subsequent assignee or transferee of the guaranteed obligation, including their duly appointed agent.





	c.  Registered Mail.  The term "registered mail" shall include certified mail.





1.06  APPLICATION OF AMENDMENTS TO REGULATIONS





	Title 38 CFR 36.4300 provides that the regulations "shall be applicable to each loan entitled to an automatic guaranty, or otherwise guaranteed, on or after the date of publication in the Federal Register, and shall be applicable to such loans previously guaranteed 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 insists upon the application of the regulations in effect at the time of loan closing.  If the holder so insists, all transactions arising out of the loan will be handled in accordance with the regulations.  The  holder may not insist upon the application of 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.  Any such cases should be immediately brought to the attention of Central Office (261).





1.07  UNUSUAL CASES





	Insured loan cases require processing which differs from guaranteed loans.  Central Office (261) should be promptly informed of any default, liquidation or claim on an insured loan.  Cases involving 505(a) loans and liquidation of personal property under 38 CFR 36.4320(d) should also be referred to Central Office (261) for guidance.
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