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Secretary. The Secretary of Veterans 
Affairs, or any employee of the Depart-
ment of Veterans Affairs authorized to 
act in the Secretary’s stead. 

Servicing agent. An agent designated 
by the loan holder as the entity to col-
lect installments on the loan and/or 
perform other functions as necessary 
to protect the interests of the holder.

(Authority: 38 U.S.C. 3714)

Used manufactured home. A manufac-
tured home which has been previously 
occupied or which was manufactured 
more than 1 year prior to date of loan 
application. 

Wholesale (base) price list. The price 
list(s) as periodically amended, pub-
lished and distributed by a home manu-
facturer to all retail dealers in a given 
marketing area, quoting the actual 
wholesale (base) price at the factory 
for specific models or series of manu-
factured homes, itemized options, 
itemized furniture, and specialty items 
offered for sale to such dealers during a 
specified period of time. All such 
wholesale (base) prices shall exclude 
any costs of trade association fees or 
charges, discounts, refunds, rebates, 
prizes, loan discount points or other fi-
nancing charges, or anything else of 
more than a nominal value of $10 which 
will inure to the benefit of a dealer 
and/or home purchaser at any date, as 
required to be disclosed in the manu-
facturer’s invoice. Each price list and 
amendment shall be retained by the 
manufacturer for a minimum period of 
six years from the date of publication 
to be available to VA and other Federal 
agencies upon request. 

[36 FR 1253, Jan. 27, 1971, as amended at 40 
FR 13212, Mar. 25, 1975; 43 FR 37197, Aug. 22, 
1978; 44 FR 22723, Apr. 17, 1979; 48 FR 40227, 
Sept. 6, 1983; 50 FR 13193, Apr. 3, 1985; 54 FR 
34988, Aug. 23, 1989; 55 FR 37471, Sept. 12, 1990; 
58 FR 29114, May 19, 1993; 58 FR 37858, July 14, 
1993]

GENERAL PROVISIONS

§ 36.4203 Eligibility of the veteran for 
the manufactured home loan ben-
efit under 38 U.S.C. 3712. 

(a) To be eligible for the manufac-
tured home loan benefit a veteran must 
have loan guaranty entitlement for 
manufactured home purposes available 

for use. Notwithstanding the provisions 
of § 36.4205(e), the Secretary may ex-
clude the amount of guaranty entitle-
ment used for any guaranteed manu-
factured home loan provided: 

(1) The property which served as se-
curity for the loan has been disposed of 
by the veteran, or has been destroyed 
by fire or other natural hazard; and 

(2)(i) The loan has been repaid in full 
or the Secretary has been released 
from liability as to the loan, or if the 
Secretary has suffered a loss on said 
loan, such loss has been paid in full; or 

(ii) A veteran-transferee has agreed 
to assume the outstanding balance on 
the loan and consented to the use of his 
or her entitlement to the extent the 
entitlement of the veteran-transferor 
had been used originally, and the vet-
eran-transferee otherwise meets the re-
quirements of 38 U.S.C. chapter 37. 

(3) In a case in which the veteran 
still owns a property purchased with a 
VA-guaranteed loan, the Secretary 
may, one time only, restore entitle-
ment if: 

(i) The loan has been repaid in full, 
or, if the Secretary has suffered a loss 
on the loan, the loss has been paid in 
full; or 

(ii) The Secretary has been released 
from liability as to the loan and, if the 
Secretary has suffered a loss on the 
loan, the loss has been paid in full. 

(4) The Secretary may, in any case 
involving circumstances deemed appro-
priate, waive either or both of the re-
quirements set forth in paragraphs 
(a)(1) and (a)(2)(i) of this section.

(Authority: 38 U.S.C. 3702, 3712)

The Secretary may, in any case involv-
ing circumstances deemed appropriate, 
waive either or both of the require-
ments set forth in paragraph (a)(1) or 
(2) of this section. 

(b) A veteran may use his or her re-
maining home loan guaranty entitle-
ment for any purpose authorized by 38 
U.S.C. 3710, 3711, or 3712 except that a 
veteran who has purchased a manufac-
tured home unit may not purchase a 
second manufactured home unit until 
the unit which secured the first loan 
has been disposed of by the veteran or 
has been destroyed by fire or other nat-
ural hazard. 

VerDate jul<14>2003 01:39 Jul 29, 2003 Jkt 200137 PO 00000 Frm 00545 Fmt 8010 Sfmt 8010 Y:\SGML\200137T.XXX 200137T



546

38 CFR Ch. I (7–1–03 Edition)§ 36.4204

(c) The available entitlement of a 
veteran will be determined by the Sec-
retary as of the date of receipt of an 
application for guaranty of a manufac-
tured home loan or loan report. Such 
date of receipt shall be the date the ap-
plication or loan report is date 
stamped into the Department of Vet-
erans Affairs. Eligibility derived from 
the most recent period of service (1) 
shall cancel any unused entitlement 
derived from any earlier period of serv-
ice, and (2) shall be reduced by the 
amount by which entitlement from 
service during any earlier period has 
been used to obtain a direct, guaran-
teed, or insured loan: 

(i) On property which the veteran 
owns at the time of application; or 

(ii) As to which the Secretary has in-
curred actual liability or loss, unless in 
the event of loss or the incurrence and 
payment of such liability by the Sec-
retary the resulting indebtedness of 
the veteran to the United States has 
been paid in full. 

Provided, That if the Secretary issues 
or has issued a certificate of commit-
ment covering the loan described in the 
application for guaranty or in the loan 
report, the amount and percentage of 
guaranty contemplated by the certifi-
cate of commitment shall not be sub-
ject to reduction if the loan has been or 
is closed on a date which is not later 
than the expiration date of the certifi-
cate of commitment, notwithstanding 
that the Secretary in the meantime 
and prior to the issuance of the evi-
dence of guaranty shall have incurred 
actual liability or loss on a direct, 
guaranteed, or insured loan previously 
obtained by the borrower. For the pur-
poses of this paragraph, the Secretary 
will be deemed to have incurred actual 
loss on a guaranteed or insured loan if 
the Secretary has paid a guaranty or 
insurance claim thereon and the vet-
eran’s resultant indebtedness to the 
Government has not been paid in full, 
and to have incurred actual liability on 
a guaranteed or insured loan if the Sec-
retary is in receipt of a claim on the 
guaranty or insurance or is in receipt 
of a notice of default. In the case of a 
direct loan, the Secretary will be 

deemed to have incurred an actual loss 
if the loan is in default.

(Authority: 38 U.S.C. 3712(b)(1) and (2) and 
(c)(4)) 

[44 FR 22723, Apr. 17, 1979, as amended at 48 
FR 40227, Sept. 6, 1983; 49 FR 28243, July 11, 
1984; 60 FR 38257, July 26, 1995]

§ 36.4204 Loan purposes, maximum 
loan amounts and terms. 

(a) A manufactured home loan may 
be guaranteed if the loan is for one of 
the following purposes; 

(1) To purchase a lot on which to 
place a manufactured home already 
owned by the veteran; 

(2) To purchase a single-wide manu-
factured home; 

(3) To purchase a single-wide manu-
factured home and a lot on which to 
place such home; 

(4) To purchase a double-wide manu-
factured home; 

(5) To purchase a double-wide manu-
factured home and lot on which to 
place such home; 

(6) To refinance an existing loan, in-
cluding a previously refinanced pur-
chase money loan, that was made for 
the purchase of and is secured by a 
manufactured home and to purchase a 
lot on which the manufactured home is 
or will be placed; or 

(7) To refinance in accordance with 
§ 36.4223 an existing manufactured 
home loan guaranteed, insured or made 
under paragraphs (a)(1) through (6) of 
this section provided the amount of the 
loan to refinance does not exceed an 
amount equal to 95 percent of the rea-
sonable value of the manufactured 
home securing the loan, as determined 
by the Secretary.

(Authority: 38 U.S.C. 3712(a)(1))

(b) In the case of a loan to purchase 
a new manufactured home unit only, 
the loan amount shall not exceed the 
lesser of an amount equal to 95 percent 
of the purchase price of the property 
securing the loan or the amount com-
puted in paragraph (c), of this section, 
provided the total loan amount does 
not exceed 145 percent of the manufac-
turer’s invoice. 

(c) For all manufactured home loans, 
the maximum loan amount is as fol-
lows: 
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(1) In the case of a loan to purchase 
a new manufactured home unit only, 
the loan amount is to be computed as 
the sum of: 

(i) One hundred twenty-five (125) per-
cent of the figure produced by this 
computation: 

Subtract from the manufacturer’s in-
voice cost the manufacturer’s invoice 
cost of any components (furnishings, 
accessories, equipment) removed from 
the unit by the dealer. To the remain-
der add the dealer’s cost for any com-
ponents added by such dealer. The sum 
so obtained shall be the figure to be 
multiplied by the specified percentage; 
and 

(ii) One hundred (100) percent of the 
actual amount of fees and charges per-
mitted in § 36.4232. 

(2) A loan to purchase a lot upon 
which a manufactured home owned by 
the veteran will be placed is limited to 
the reasonable value of a developed lot 
or the reasonable value plus such 
amount determined by the Secretary 
to be appropriate to cover the cost of 
necessary site preparation for an unde-
veloped lot. 

(3) The maximum loan amount for a 
used manufactured home may not ex-
ceed the reasonable value as estab-
lished by the Secretary, plus: 

(i) Actual fees or charges for required 
recordation of documents; 

(ii) The amount of any documentary 
stamp taxes levied on the transactions; 

(iii) The amount of State and local 
taxes levied on the transactions; and 

(iv) The premium for customary 
physical damage insurance and ven-
dor’s single interest coverage on the 
manufactured home for an initial pol-
icy term not to exceed one year. 

(4) In the case of an interest rate re-
duction refinancing loan (38 U.S.C. 
3712(a)(1)(F)) the maximum loan may 
not exceed the sum of: 

(i) The balance of the VA loan being 
refinanced; 

(ii) Closing costs as authorized by 
§ 36.4232 or § 36.4254, as appropriate; and 

(iii) Allowable discounts, provided 
that: 

(A) The loan application is submitted 
to the Secretary for prior approval; 

(B) The amount of discount is dis-
closed to the Secretary and the veteran 
prior to the issuance of the certificate 

of commitment by the Secretary. This 
certificate of commitment shall specify 
the discount to be paid by the veteran, 
and this discount may not be increased 
once the commitment has been issued 
without the approval of the Secretary; 

(C) The discount has been determined 
by the Secretary to be reasonable in 
amount; and 

(5) For a loan to refinance a purchase 
money lien on a manufactured home 
and to purchase a lot (38 U.S.C. 
3712(a)(1)(G)) on which the manufac-
tured home is or will be placed: 

(i) The loan must be secured by the 
same manufactured home which must 
be owned and occupied by the veteran 
as the veteran’s home; and 

(ii) The amount of the loan may not 
exceed an amount equal to the sum of: 

(A) The purchase price of the lot, not 
to exceed the reasonable value thereof, 
as authorized by § 36.4252; 

(B) The amount determined by the 
Secretary to be appropriate to cover 
the cost of necessary preparation of the 
lot; 

(C) The balance of the loan being re-
financed; and 

(D) Closing costs, as authorized by 
§ 36.4232 or § 36.4254, as appropriate, and 
a reasonable discount with respect to 
that portion of the loan used to refi-
nance the existing purchase money 
lien. 

(iii) Allowable discounts may be 
charged to the veteran on the portion 
of the loan used to refinance the exist-
ing purchase money lien provided: 

(A) The loan application is submitted 
to the Secretary for prior approval; 

(B) The amount of discount to be 
paid on the unit portion of the loan is 
disclosed to the Secretary and the vet-
eran prior to the issuance of the cer-
tificate of commitment by the Sec-
retary. The certificate of commitment 
shall specify the discount to be paid by 
the veteran on the unit portion of the 
loan, and this discount may not be in-
creased once the commitment has been 
issued without the approval of the Sec-
retary; and 

(C) The discount on the unit portion 
of the loan has been determined by the 
Secretary to be reasonable in amount. 

(6) All powers of the Secretary under 
paragraphs (c) (4) and (5) of this sec-
tion, except the authority to revise the 
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discount after the commitment is 
issued, are hereby delegated to those 
officials designated by § 36.4221(b). The 
power of the Secretary to approve an 
increase in the discount on the unit 
portion of the loan after the commit-
ment is issued is delegated to those of-
ficials designated by § 36.4220(a). 

(d) The loan amount in an individual 
case shall not exceed the following: 

(1) In the case of a loan to purchase 
a new manufactured home unit only, 
the loan amount shall not exceed the 
sum of the following: 

(i) 120 percent of the figure produced 
by the following computation: 

Subtract from the manufacturer’s in-
voice cost the manufactuer’s invoice 
cost of any components (furnishings, 
accessories, equipment) removed from 
the unit by the dealer. To the remain-
der add the dealer’s cost for any com-
ponents added by such dealer. The sum 
so obtained shall be the figure to be 
multiplied by the specified percentage. 

(ii) 100 percent of the actual amount 
of fees and charge permitted in 
§ 36.4232. 

(2) In the case of a loan to purchase 
a new manufactured home unit plus 
the cost of necessary site preparation 
where the veteran owns the lot, the 
loan amount shall be limited to the 
amount determined in paragraph (d)(1) 
of this section plus such costs of nec-
essary site preparation as are approved 
by the Secretary. 

(3) In the case of a loan to purchase 
a new manufactured home unit plus 
the purchase of an undeveloped lot on 
which to place such home plus the cost 
of necessary site preparation, the loan 
amount shall be limited to the amount 
determined in paragraph (d)(1) of this 
section plus the reasonable value of the 
undeveloped lot as determined by the 
Secretary plus such costs of necessary 
site preparation as are approved by the 
Secretary. 

(4) In the case of a loan to purchase 
a new manufactured home unit plus 
the cost of a suitably developed lot on 
which to place such home, the loan 
amount shall be limited to the amount 
determined in paragraph (d)(1) of this 
section plus the reasonable value of the 
developed lot as determined by the 
Secretary. 

(5) In the case of a loan to purchase 
a lot upon which will be placed a manu-
factured home owned by the veteran 
the loan is limited to the reasonable 
value of a developed lot or the reason-
able value plus such amount as is de-
termined by the Secretary to be appro-
priate to cover the cost of necessary 
site preparation for an undeveloped lot. 

(6) In the case of a used manufac-
tured home the maximum loan may 
not exceed the reasonable value as es-
tablished by the Secretary, plus; 

(i) Actual fees or charges for required 
recordation of documents; 

(ii) The amount of any documentary 
stamp taxes levied on the transaction; 

(iii) The amount of State and local 
taxes levied on the transaction; and 

(iv) The premium for customary 
physical damage insurance and ven-
dor’s single interest coverage on the 
manufactured home for an initial pol-
icy term of not to exceed 5 years. 

(7) In the case of an interest rate re-
duction refinancing loan (38 U.S.C. 
3712(a)(1)(F)) the maximum loan may 
not exceed: 

(i) The balance of the Department of 
Veterans Affairs loan being refinanced; 

(ii) Closing costs as authorized by 
§ 36.4232 or § 36.4254, as appropriate; and 

(iii) Allowable discounts provided: 
(A) The loan application is submitted 

to the Secretary for prior approval; 
(B) The amount of discount is dis-

closed to the Secretary and the veteran 
prior to the issuance of the certificate 
of commitment by the Secretary. Said 
certificate of commitment shall specify 
the discount to be paid by the veteran, 
and this discount may not be increased 
once the commitment has been issued 
without the approval of the Secretary; 

(C) The discount has been determined 
by the Secretary to be reasonable in 
amount; and 

(D) All powers of the Secretary under 
this paragraph (d)(7) of this section, ex-
cept the authority to revise the dis-
count after the commitment is issued, 
are hereby delegated to those officials 
designated by § 36.4221(b). The power of 
the Secretary to approve an increase in 
the discount after the commitment is 
issued is delegated to those officials 
designated by § 36.4220(a).

(Authority: 38 U.S.C. 3712 (a)(4) and (g))
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(8) In the case of a loan to refinance 
a purchase money lien on a manufac-
tured home and to buy a lot (38 U.S.C. 
3712(a)(1)(G)) on which the manufac-
tured home is or will be placed: 

(i) The loan must be secured by the 
same manufactured home which must 
be owned and occupied by the veteran 
as the veteran’s home; and 

(ii) The amount of the loan may not 
exceed an amount equal to the sum of: 

(A) The purchase price, not to exceed 
the reasonable value of the lot, as au-
thorized by § 36.4252, 

(B) The amount determined by the 
Secretary to be appropriate to cover 
the cost of necessary preparation of the 
lot, 

(C) The balance of the loan being re-
financed, and 

(D) Closing costs, as authorized by 
§ 36.4232 or § 36.4254, as appropriate, and 
a reasonable discount with respect to 
that portion of the loan used to refi-
nance the existing purchase money 
lien. 

(iii) Allowable discounts may be 
charged to the veteran on the portion 
of the loan used to refinance the exist-
ing purchase money lien provided: 

(A) The loan application is submitted 
to the Secretary for prior approval; 

(B) The amount of discount to be 
paid on the unit portion of the loan is 
disclosed to the Secretary and the vet-
eran prior to the issuance of the cer-
tificate of commitment by the Sec-
retary. The certificate of commitment 
shall specify the discount to be paid by 
the veteran on the unit portion of the 
loan, and this discount may not be in-
creased once the commitment has been 
issued without the approval of the Sec-
retary; 

(C) The discount on the unit portion 
of the loan has been determined by the 
Secretary to be reasonable in amount; 
and 

(D) All powers of the Secretary under 
paragraph (d)(8) of this section, except 
the authority to revise the discount 
after the commitment is issued, are 
hereby delegated to those officials des-
ignated by § 36.4221(b). The power of the 
Secretary to approve an increase in the 
discount on the unit portion of the 
loan after the commitment is issued is 

delegated to those officials designated 
by § 36.4220(a).

(Authority: 38 U.S.C. 3712 (a)(1)(G), (a)(5) and 
(g))

EDITORIAL NOTE: At 58 FR 37858, July 14, 
1993, the following paragraph (d) was redesig-
nated from paragraph (b), effective August 
13, 1993. However, paragraph (d) already ex-
ists, and the redesignation resulted in two 
paragraph (d)s.

(d) A loan for any of the purposes de-
scribed in paragraphs (a)(1) through (6) 
of this section may include an amount 
determined by the Secretary to be ap-
propriate to cover the cost of necessary 
preparation of a lot already owned or 
to be acquired by the veteran, includ-
ing the costs of installing utility con-
nections and sanitary facilities, of pav-
ing, and of constructing a suitable pad 
for the manufactured home.

(e) The maximum permissible loan 
terms shall not exceed; 

(1) 20 years and 32 days in the case of 
a loan to purchase a single-wide manu-
factured home or a single-wide manu-
factured home and lot; 

(2) 15 years and 32 days in the case of 
a loan to purchase a lot on which to 
place a manufactured home already 
owned by the veteran; 

(3) 23 years and 32 days in the case of 
a loan to purchase a double-wide manu-
factured home, or 25 years and 32 days 
in the case of a loan to purchase a dou-
ble-wide manufactured home and lot; 
or 

(4) In the case of a used manufac-
tured home the maximum term set 
forth in paragraph (c)(1) or (3) of this 
section or the remaining physical life 
expectancy of the unit as established 
by the Secretary, whichever is less.

(Authority: 38 U.S.C. 3712(a)(1) and (2), (d)(1), 
(e)(4)(B))

(f) An itemized list of all items in-
cluded in the manufactured home loan 
as enumerated in § 36.4232 shall be pro-
vided to both the purchaser and the 
Secretary. At the time of loan origina-
tion an independent fee inspection 
shall be conducted to assure that all 
items included in the loan amount are 
accounted for and in place. A similar 
inspection will be conducted in the 
event of repossession immediately 
prior to repossession. The costs of the 
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fee inspections may be included in the 
loan amount or the claim amount and 
charged to the borrower pursuant to 
the provisions of § 36.4232 (a) and (b). 

(The information collection requirements 
contained in § 36.4204(f) were approved by the 
Office of Management and Budget under 
OMB control number 2900–0516) 

(g) The cost of the transaction which 
cannot be paid from the proceeds of the 
loan must be paid by the veteran in 
cash from the veteran’s own resources. 
Except for interest rate reduction refi-
nancing loans pursuant to paragraph 
(a)(7) of this section or loans to refi-
nance a manufactured home and to buy 
a lot pursuant to paragraph (a)(8) of 
this section, closing costs and prepaid 
items incident to the real estate por-
tion of any manufactured home loan 
must be paid in cash and may not be 
included in the loan amount.

(Authority: 38 U.S.C. 3712 (a)(4), (a)(5), (g)) 

[48 FR 40227, Sept. 6, 1983, as amended at 54 
FR 34988, Aug. 23, 1989; 58 FR 37858, July 14, 
1993]

§ 36.4205 Computation of guaranty. 

(a) The amount of guaranty in re-
spect to a loan guaranteed under 38 
U.S.C. 3712 shall be forty (40) percent of 
the original principal amount of the 
loan or $20,000, whichever is less. With 
respect to a loan guaranteed under 38 
U.S.C. 3712(a)(1)(F), the dollar amount 
of guaranty may not exceed the origi-
nal dollar amount of guaranty on the 
loan being refinanced. With respect to 
a loan guaranteed under 38 U.S.C. 
3712(a)(1)(G), the dollar amount of 
guaranty previously used to obtain a 
manufactured unit loan may be trans-
ferred pursuant to § 36.4224(b) for use in 
refinancing the unit when simulta-
neously acquiring a lot. 

(b) Subject to the provisions of para-
graph (c) of § 36.4203, the following for-
mulas will determine the amount of 
guaranty entitlement which remains 
available to an eligible veteran after 
prior use of entitlement: 

(1) If a veteran previously secured a 
nonrealty (business) loan, the amount 
of nonrealty entitlement used is dou-
bled and subtracted from $36,000. The 
sum remaining is the amount of avail-
able entitlement for use not to exceed 

$20,000 for manufactured home pur-
poses. 

(2) If a veteran previously secured a 
realty (home) loan, the amount of real-
ty (home) loan entitlement used is sub-
tracted from $36,000. The sum remain-
ing is the amount of available entitle-
ment for use not to exceed $20,000 for 
manufactured home purposes. 

(3) If a veteran previously secured a 
manufactured home loan, the amount 
of entitlement used for manufactured 
home purposes is subtracted from 
$36,000. The sum remaining is the 
amount of available entitlement for 
use for home loan purposes only. To de-
termine the amount of additional enti-
tlement available for manufactured 
home purposes, the amount of entitle-
ment previously used for manufactured 
home purposes is subtracted from 
$20,000. Except for manufactured home 
loans to be obtained pursuant to 38 
U.S.C. 3712(a)(1)(F) or (G), the sum re-
maining is the amount of available en-
titlement for use for manufactured 
home purposes. 

(c) For the purpose of computing the 
remaining guaranty benefit to which a 
veteran is entitled, manufactured 
home and manufactured home lot loans 
guaranteed prior to October 1, 1978, 
shall be taken into consideration as if 
made subsequent thereto, and the vet-
eran’s entitlement will be reduced by 
the amount of the Secretary’s guar-
anty issued in the particular loan 
transaction. 

(d) A guaranty is reduced or in-
creased pro rata with any deduction or 
increase in the amount of the guaran-
teed indebtedness, but in no event will 
the amount payable on a guaranty ex-
ceed the amount of the original guar-
anty or the percentage of the indebted-
ness corresponding to that of the origi-
nal guaranty. 

(e) The amount of any guaranty for a 
manufactured home or manufactured 
home lot loan shall be charged against 
the original or remainder of the bor-
rower’s guaranty benefit available for 
manufactured home purposes. Com-
plete or partial liquidation, by pay-
ment or otherwise, of the veteran’s 
guaranteed indebtedness does not in-
crease the remainder of the guaranty 
benefit, if any, otherwise available to 
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the veteran. When the maximum guar-
anty available legally to a veteran for 
manufactured home purposes shall 
have been granted, no further guaranty 
for manufactured home purposes shall 
be available to the veteran. 

(f)(1) The amount of guaranty enti-
tlement, available and unused, of an el-
igible unremarried surviving spouse 
(whose eligibility does not result from 
his or her own service) is determinable 
in the same manner as in the case of 
any veteran, and any entitlement 
which the decedent (who was his or her 
spouse) used shall be disregarded. A 
certificate as to the eligibility of such 
surviving spouse, issued by the Sec-
retary, shall be a condition precedent 
to the guaranty or insurance of any 
loan made to a surviving spouse in 
such capacity.

(Authority: 38 U.S.C. 3701(a)(2), 3712(c)(4))

(2) For the purpose of obtaining an 
interest rate reduction refinancing 
loan purusant to 38 U.S.C. 3712(a)(1)(F), 
an unmarried surviving spouse who was 
a co-obligor under an existing Depart-
ment of Veterans Affairs guaranteed 
loan shall be considered to be eligible 
for the 38 U.S.C. 3712(a)(1)(F) benefit.

(Authority: 38 U.S.C. 3712(a)(4)(C))

(g) Any evidence of guaranty issued 
by the Secretary in respect to such 
loan shall be conclusive evidence of the 
eligibility of the loan for guaranty and 
of the amount of such guaranty, Pro-
vided, however, That the Secretary may 
establish against the original lender, 
defenses based on fraud or material 
misrepresentation and that the Sec-
retary may by regulations in force at 
the date of such issuance establish par-
tial defenses to the amount payable on 
the guaranty. 

[44 FR 22724, Apr. 17, 1979, as amended at 46 
FR 43669, Aug. 31, 1981; 48 FR 40228, Sept. 6, 
1983; 58 FR 37859, July 14, 1993]

§ 36.4206 Underwriting standards, oc-
cupancy, and non-discrimination 
requirements. 

(a) Except for refinancing loans pur-
suant to 38 U.S.C. 3712(a)(1)(F), no loan 
shall be guaranteed unless the terms of 
repayment bear a proper relationship 
to the veteran’s present and antici-

pated income and expenses, and the 
veteran is a satisfactory credit risk, as 
determined by use of the standards in 
§ 36.4337 of this part.

(Authority: 38 U.S.C. 3712)

(b) Use of the standards in § 36.4337 of 
this part for underwriting manufac-
tured home loans will be waived only 
in extraordinary circumstances.

(Authority: 38 U.S.C. 3712)

(c) The lender responsibilities con-
tained in § 36.4337 of this part and the 
certification required and penalties to 
be assessed under § 36.4337A of this part 
against lenders making false certifi-
cations also apply to lenders origi-
nating VA guaranteed manufactured 
home loans under the authority of 38 
U.S.C. 3712.

(Authority: 38 U.S.C. 3712)

(d) No loan shall be guaranteed pur-
suant to 38 U.S.C. 3712(a)(1) unless: 

(1) The veteran certifies, in such form 
as the Secretary shall prescribe, that 
he or she will personally occupy the 
property as his or her home or, if the 
veteran is on active duty status as a 
member of the Armed Forces and is for 
that reason unable to occupy the prop-
erty, the veteran’s spouse must certify 
that he or she will personally occupy 
the property as his or her home. For 
the purposes of this section, the words 
personally occupy the property as his or 
her home mean that the veteran as of 
the date of his or her certification ac-
tually lives in the property personally 
as his or her residence or actually in-
tends upon completion of the loan and 
acquisition of the manufactured home 
to move into the home personally with-
in a reasonable time and to utilize the 
home as his or her residence. 

(2) The veteran certifies, in such form 
as the Secretary shall prescribe that: 

(i) Neither the veteran, nor anyone 
authorized to act for the veteran, will 
refuse to sell or rent, after the making 
of a bona fide offer, or refuse to nego-
tiate for the sale or rental of, or other-
wise make unavailable or deny the 
dwelling or property covered by this 
loan to any person because of race, 
color, religion, sex, handicap, familial 
status, or national origin; 
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(ii) The veteran recognizes that any 
restrictive covenant on the property 
relating to race, color, religion, sex, 
handicap, familial status, or national 
origin is illegal and void and any such 
covenant is specifically disclaimed; and 

(iii) The veteran understands that 
civil action for preventive relief may 
be brought by the Attorney General of 
the United States in any appropriate 
U.S. district court against any person 
responsible for a violation of the appli-
cable law. 

[46 FR 43670, Aug. 31, 1981, as amended at 56 
FR 9855, Mar. 8, 1991; 58 FR 37859, July 14, 
1993]

§ 36.4207 Manufactured home stand-
ards. 

To qualify for purchase with a guar-
anteed loan a manufactured home 
must: 

(a) Meet the following dimensional 
requirements. 

(1) A single-wide unit must be a min-
imum of ten (10) feet wide and have a 
minimum floor area of four hundred 
(400) square feet. 

(2) A double-wide unit, when assem-
bled, must be a minimum of twenty (20) 
feet wide and have a minimum floor 
area of seven hundred (700) square feet. 

(b) Be so constructed as to be towed 
on its own chassis and undercarriage 
and/or independent undercarriage; 

(c) Contain living facilities for year 
around occupancy by one family, in-
cluding permanent provisions for heat, 
sleeping, cooking, and sanitation; and 

(d) Comply with the specifications in 
effect at the time the loan is made that 
are prescribed by the Secretary.

(Authority: 38 U.S.C. 3712(h)(1)) 

[36 FR 1253, Jan. 27, 1971, as amended at 40 
FR 13213, Mar. 25, 1975; 44 FR 22725, Apr. 17, 
1979; 56 FR 9855, Mar. 8, 1991]

§ 36.4208 Manufactured home location 
standards. 

(a) Any rental site on which a manu-
factured home to be purchased with a 
guaranteed loan will be placed must 
qualify as an acceptable rental site as 
follows: 

(1) Be located within a manufactured 
home park or subdivision which is ac-
ceptable to the Department of Vet-
erans Affairs; or 

(2) Be a site which is not within a 
manufactured home park or subdivi-
sion provided that (i) the site is deter-
mined by the Department of Veterans 
Affairs to be an acceptable rental site, 
or (ii) in the absence of a determina-
tion by the Department of Veterans Af-
fairs in respect to such site the manu-
factured home purchaser and the dealer 
certify to the Secretary as follows: 

(A) Placement of the manufactured 
home on the site or lot is not a viola-
tion of zoning laws or other local re-
quirements applicable to manufactured 
homes; 

(B) The site or lot is served by water 
and sanitary facilities which are ap-
proved by the local public authority 
and which are acceptable to the De-
partment of Veterans Affairs; 

(C) The site or lot is served by an all-
weather street or road; 

(D) The site or lot is not known to be 
subject to conditions that may be haz-
ardous to the health or safety of the 
manufactured home occupants or that 
may endanger the manufactured home; 
and 

(E) The site is free from, and the lo-
cation of the manufactured home 
thereon will not substantially con-
tribute to, adverse scenic or environ-
mental conditions. 

(b) No manufactured home purchased 
with a guaranteed loan may be placed 
on a lot owned by an eligible veteran or 
on a lot to be purchased or improved 
with the proceeds of a guaranteed man-
ufactured home loan unless the lot 
owned or to be so purchased or im-
proved is determined by the Depart-
ment of Veterans Affairs to be an ac-
ceptable manufactured home site. 

(c) A manufactured home park or 
subdivision which is not approved by 
the Federal Housing Administration 
will be acceptable to the Department 
of Veterans Affairs for the purpose of 
38 U.S.C. 3712 if the Secretary deter-
mines that the park or subdivision, 
whether existing or proposed, (1) is de-
signed to encourage the maintenance 
and development of manufactured 
home sites which will be free from, and 
not substantially contribute to, ad-
verse scenic and environmental condi-
tions, and (2) complies otherwise with 
the applicable standards for planning, 
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construction, and general acceptability 
prescribed by the Secretary. 

[36 FR 1253, Jan. 27, 1971, as amended at 55 
FR 37472, Sept. 12, 1990; 56 FR 9855, Mar. 8, 
1991]

§ 36.4209 Reporting requirements. 
(a) Each loan proposed for guaranty 

under 38 U.S.C. 3712 shall, unless other-
wise provided in the § 36.4200 series, be 
submitted to the Secretary for ap-
proval prior to closing. The Secretary 
upon determining any such proposed 
loan to be eligible for guaranty will 
issue a certificate of commitment. 

(b) Except as provided in paragraph 
(c) of this section, a certificate of com-
mitment shall entitle the holder to the 
issuance of the evidence of guaranty 
upon the ultimate actual payment of 
the full proceeds of the loan for the 
purposes described in the original re-
port and upon the submission within 60 
days thereafter of a supplemental re-
port showing such fact and: 

(1) That the loan conforms to the 
terms of the certificate of commit-
ment; 

(2) The identity of all property pur-
chased therewith, including the 
itemized list required by § 36.4204(f); 

(3) That all property purchased with 
the proceeds of the loan has been en-
cumbered as required by the § 36.4200 
series; 

(4) In respect to any property pur-
chased with the loan proceeds as to 
which the Secretary issued a certifi-
cate of reasonable value which was 
conditioned upon completion of any 
construction, repairs, alterations or 
improvements not inspected and ap-
proved subsequent to completion by a 
compliance inspector designated by the 
Secretary that such construction, re-
pairs, alterations or improvements 
have been completed according to the 
plans and specifications upon which 
such reasonable value was based; and 

(5) That the loan conforms otherwise 
to the applicable provisions of 38 U.S.C. 
chapter 37 and § 36.4200 series. 

(c) A deviation of more than five (5) 
percent between the estimates upon 
which the certificate of commitment 
was issued and the report of final pay-
ment of the proceeds of the loan, or a 
change in the identity of the property 
acquired by the veteran with the loan 

proceeds will invalidate the certificate 
of commitment, unless such deviation 
or change is approved by the Secretary. 

(d) Upon the failure of the lender to 
report in accordance with paragraph 
(b) of this section, the certificate of 
commitment shall have no further ef-
fect; Provided, nevertheless, That if the 
loan otherwise meets the requirements 
of this section, said certificate of com-
mitment may be given effect by the 
Secretary, notwithstanding the report 
is received after the date otherwise re-
quired. 

(e) Subject to compliance with the 
regulations concerning guaranty of 
manufactured home loans to veterans, 
the Certificate of Guaranty will be 
issuable within the available entitle-
ment of the veteran on the basis of the 
loan reported, except for refinancing 
loans for interest rate reductions. No 
certificate of commitment shall be 
issued, and no loan shall be guaran-
teed, unless the lender, the veteran, 
and the loan are shown to be eligible; 
nor shall guaranty be issued on any 
manufactured home loan unless the 
Secretary determines that there has 
been compliance by the veteran with 
the certification requirements of 38 
U.S.C. 3712(e)(5).

(Authority: 38 U.S.C. 3712(a)(4), (c)(2), (e)(5))

(f) Any amount of the loan that is 
disbursed for an ineligible purpose 
shall be excluded in computing the 
amount of guaranty. 

(g) Approval by the Secretary pursu-
ant to 38 U.S.C. 3712(c)(1) is required 
before a lender may close manufac-
tured home loans or manufactured 
home lot loans on the automatic basis. 
Evidence of guaranty will be issuable if 
the loan closed on the automatic basis 
is reported to the Secretary within 60 
days of full disbursement, and upon 
certification of the lender that no de-
fault exists thereunder which has con-
tinued for more than 30 days and that 
the loan complies with paragraphs 
(b)(2), (3), (4), and (5), (e), and (f) of this 
section. Upon the failure of the lender 
to report in accordance with this para-
graph the loan will not be eligible for 
guaranty unless the lender submits 
with the report a certification that the 
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loan is not in default and an expla-
nation as to why the loan was not 
timely reported.

(Authority: 38 U.S.C. 3712 (c)(1) and (g))

(h) With respect to any loan for 
which a commitment was made on or 
after March 1, 1988, the Secretary must 
be notified whenever the holder re-
ceives knowledge of disposition of a 
manufactured home and/or lot securing 
a Department of Veterans Affairs guar-
anteed loan. 

(1) If the seller applies for prior ap-
proval of the assumption of the loan, 
then: 

(i) A holder (or its authorized serv-
icing agent) who is an automatic lend-
er must examine the creditworthiness 
of the purchaser and determine compli-
ance with the provisions of 38 U.S.C. 
3714. The creditworthiness review must 
be performed by the party that has 
automatic authority. If both the holder 
and its servicing agent are automatic 
lenders, then they must decide between 
themselves which one will make the 
determination of creditworthiness, 
whether the loan is current and wheth-
er there is a contractual obligation to 
assume the loan, as required by 38 
U.S.C. 3714. If the actual loan holder 
does not have automatic authority and 
its servicing agent is an automatic 
lender, then the servicing agent must 
make the determinations required by 
38 U.S.C. 3714 on behalf of the holder. 
The actual holder will remain ulti-
mately responsible for any failure of 
its servicing agent to comply with the 
applicable law and Department of Vet-
erans Affairs regulations. 

(A) If the assumption is approved and 
the transfer of the security is com-
pleted, then the notice required by this 
paragraph shall consist of the credit 
package (unless previously provided in 
accordance with paragraph (h)(1)(i)(B) 
of this section) and a copy of the exe-
cuted deed, bill of sale, transfer of eq-
uity agreement, and/or assumption 
agreement as required by the VA office 
of jurisdiction. The notice shall be sub-
mitted to the Department of Veterans 
Affairs with the Department of Vet-
erans Affairs receipt for the funding fee 
provided for in §§ 36.4232(e)(3) or 
36.4254(d)(3) of this part. 

(B) If the application for assumption 
is disapproved, the holder shall notify 
the seller and the purchaser that the 
decision may be appealed to the De-
partment of Veterans Affairs office of 
jurisdiction within 30 days. The holder 
shall make available to that Depart-
ment of Veterans Affairs office all 
items used by the holder in making the 
holder’s decision in case the decision is 
appealed to the Department of Vet-
erans Affairs. If the application re-
mains disapproved after 60 days (to 
allow time for appeal to and review by 
the Department of Veterans Affairs) 
then the holder must refund $50 of any 
fee previously collected under the pro-
visions of § 36.4275(a)(3)(iii) of this part. 
If the application is subsequently ap-
proved and the sale is completed, then 
the holder (or its authorized servicing 
agent) shall provide the notice de-
scribed in paragraph (h)(1)(i)(A) of this 
section. 

(C) In performing the requirements of 
paragraphs (h)(1)(i)(A) or (h)(1)(i)(B) of 
this section the holder must complete 
its examination of the creditworthiness 
of the prospective purchaser and advise 
the seller of its decision no later than 
45 days after the date of receipt by the 
holder of a complete application pack-
age for the approval of the assumption. 
The 45-day period may be extended by 
an interval not to exceed the time 
caused by delays in processing of the 
application which are documented as 
beyond the control of the holder, such 
as employers or depositories not re-
sponding to requests for verifications, 
which were timely forwarded, or 
followups on those requests. 

(ii) If neither the holder nor its au-
thorized servicing agent is an auto-
matic lender, the notice to the Depart-
ment of Veterans Affairs shall include: 

(A) Advice regarding whether the 
loan is current or in default; 

(B) A copy of the purchase contract; 
and 

(C) A complete credit package devel-
oped by the holder which the Secretary 
may use for determining the credit-
worthiness of the purchaser. 

(D) The notice and documents re-
quired by this section must be sub-
mitted to the Department of Veterans 
Affairs office of jurisdiction no later 
than 35 days after the date of receipt 
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by the holder of a complete application 
package for the approval of the as-
sumption, subject to the same exten-
sions as provided in paragraph (h)(1)(i) 
of this section. If the assumption is not 
automatically approved by the holder 
or its authorized agent pursuant to the 
automatic authority provisions, $50 of 
any fee collected in accordance with 
§ 36.4275(a)(3)(iii) of this part must be 
refunded. If the Department of Vet-
erans Affairs does not approve the as-
sumption, the holder will be notified 
and an additional $50 of any fee col-
lected under § 36.4275(a)(3)(iii) of this 
part must be refunded following expira-
tion of the 30-day appeal period set out 
in paragraph (h)(1)(i)(B) of this section. 
If such an appeal is made to the De-
partment of Veterans Affairs, then the 
review will be conducted at the Depart-
ment of Veterans Affairs office of juris-
diction by an individual who was not 
involved in the original disapproval de-
cision. If the application for assump-
tion is approved and the transfer of the 
security is completed, then the holder 
(or its authorized servicing agent) shall 
provide the notice required in para-
graph (h)(1)(i)(A) of this section. 

(2) If the seller fails to notify the 
holder before disposing of property se-
curing the loan, the holder shall notify 
the Secretary within 60 days after 
learning of the transfer. Such notice 
shall advise whether or not the holder 
intends to exercise its option to imme-
diately accelerate the loan or whether 
an opportunity will be extended to the 
transferor and transferee to apply for 
retroactive approval of the assumption 
under the terms of this paragraph

(Authority: 38 U.S.C. 3714) 

(Approved by the Office of Management and 
Budget under control number 2900–0516) 

[36 FR 1253, Jan. 27, 1971, as amended at 44 
FR 22725, Apr. 17, 1979; 46 FR 43670, Aug. 31, 
1981; 55 FR 37472, Sept. 12, 1990; 58 FR 37859, 
July 14, 1993]

§ 36.4210 Joint loans. 
(a) Except as provided in paragraph 

(b) of this section, the prior approval of 
the Secretary is required in respect to 
any manufactured home loan to be 
made to two or more borrowers who be-
come jointly and severally liable, or 
jointly liable therefor, and who will ac-

quire an undivided interest in the prop-
erty to be purchased or who will other-
wise share in the proceeds of the loan, 
or in respect to any loan to be made to 
an eligible veteran whose interest in 
the property owned, or to be acquired 
with the loan proceeds, is an undivided 
interest only. The amount of the guar-
anty shall be computed in such cases 
only on that portion of the loan allo-
cable to the eligible veteran which, 
taking into consideration all relevant 
factors, represents the proper contribu-
tion of the veteran to the transaction. 
Such loans shall be secured to the ex-
tent required by 38 U.S.C. chapter 37 
and the regulations concerning guar-
anty of manufactured home loans to 
veterans. 

(b) Notwithstanding the provisions of 
paragraph (a) of this section, the join-
der of the spouse of a veteran-borrower 
in the ownership of property shall not 
require prior approval or preclude the 
issuance of a guaranty based upon the 
entire amount of the loan. If both 
spouses be eligible veterans, either or 
both, within permissible maxima, may 
utilize available guaranty entitlement. 

(c) For the purpose of determining 
the rights and the liabilities of the Sec-
retary with respect to a loan subject to 
paragraph (a) of this section, credits le-
gally applicable to the entire loan shall 
be applied as follows: 

(1) Prepayments made expressly for 
credit to that portion of the indebted-
ness allocable to the veteran shall be 
applied to such portion of the indebted-
ness. All other payments shall be ap-
plied ratably to those portions of the 
loan allocable respectively to the vet-
eran and to the other debtors. 

(2) Proceeds of the sale or other liq-
uidation of the security shall be ap-
plied ratably to the respective portions 
of the loan, such portion of the pro-
ceeds as represents the interest of the 
veteran being applied to that portion of 
the loan allocable to such veteran. 

(Authority: 38 U.S.C. 3703(c)(1)) 

[44 FR 22725, Apr. 17, 1979, as amended at 55 
FR 37473, Sept. 12, 1990]

§ 36.4211 Amortization—prepayment. 

(a) To be eligible for guaranty under 
38 U.S.C. 3712 a loan shall be amortized 
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fully within the term of the loan in ac-
cordance with any generally recognized 
plan of amortization requiring approxi-
mately equal monthly payments. The 
loan shall not be payable on demand or 
at sight or presentation, or at a time 
not specified or computable from the 
language in the evidence of indebted-
ness, or on a renewal basis at the op-
tion of the holder. The first payment 
may be deferred not longer than 2 
months from the date the loan is 
closed. 

(b) No guaranteed loan security in-
strument shall contain any provision 
giving the holder a right to declare the 
loan due or otherwise to declare a de-
fault if the holder ‘‘shall feel insecure’’ 
or upon the occurrence of any similar 
condition at the holder’s option, with-
out regard to any act or omission by 
the debtor. 

(c) The debtor shall have the right, 
without penalty or fee, to prepay all or 
not less than one installment of the in-
debtedness at any time. Credit for any 
partial prepayment made on other than 
an installment due date may be post-
poned to the next installment due date. 
The holder and the debtor may agree at 
any time that any prepayment not pre-
viously applied in satisfaction of ma-
tured installments shall be reapplied 
for the purpose of curing or preventing 
any subsequent default. Any prepay-
ment in full of the indebtedness (un-
paid principal balance plus earned in-
terest) shall be credited on the date re-
ceived. In determining the amount re-
quired to prepay the indebtedness in 
full the holder of the loan shall exclude 
all unearned interest or discount. 

(d) Subject to paragraph (a) of this 
section any amounts which under the 
terms of a loan do not become due and 
payable on or before the last maturity 
date permissible for loans of its class 
under the limitations contained in 
§ 36.4204 shall automatically fall due on 
such date.

§ 36.4212 Interest rates and late 
charges. 

(a) In guaranteeing or insuring loans 
under 38 U.S.C. chapter 37, the Sec-
retary may elect to require that such 
loans either bear interest at a rate that 
is agreed upon by the veteran and the 
lender, or bear interest at a rate not in 

excess of a rate established by the Sec-
retary. The Secretary may, from time 
to time, change that election by pub-
lishing a notice in the FEDERAL REG-
ISTER. Provided, however, that the in-
terest rate of a loan for the purpose of 
an interest rate reduction under 38 
U.S.C. 3712(a)(1)(F) must be less than 
the interest rate of the VA loan being 
refinanced. This paragraph (a) does not 
apply in the case of an adjustable rate 
mortgage being refinanced with a fixed 
rate loan.

(Authority: 38 U.S.C. 3703, 3712)

(b) For loans bearing an interest rate 
agreed upon by the veteran and the 
lender, the veteran may pay reasonable 
discount points in connection with the 
loan. The discount points may not be 
included in the loan amount, except for 
interest rate reduction refinancing 
loans under 38 U.S.C. 3712(a)(1)(F).

(Authority: 38 U.S.C. 3703, 3712)

(c) The rate of interest in instru-
ments securing the indebtedness for all 
loans may be expressed in terms of add-
on or discount.

(Authority: 38 U.S.C. 3710, 3712)

(d) Interest in excess of the rate re-
ported by the lender when requesting 
evidence of guaranty or insurance shall 
not be payable on any advance, or in 
the event of any delinquency or de-
fault; Provided, that a late charge not 
in excess of an amount equal to 4 per-
cent of any installment paid more than 
15 days after due date shall not be con-
sidered a violation of this limitation.

(Authority: 38 U.S.C. 3712)

(e) Adjustable rate mortgage loans 
which comply with the requirements of 
this paragraph are eligible for guar-
anty. 

(1) Interest rate index. Changes in the 
interest rate charged on an adjustable 
rate mortgage must correspond to 
changes in the weekly average yield on 
one year (52 week) Treasury bills ad-
justed to a constant maturity. Yields 
on one year Treasury bills at ‘‘constant 
maturity’’ are interpolated by the 
United States Treasury from the daily 
yield curve. This curve, which relates 
the yield on the security to its time to 
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maturity, is based on the closing mar-
ket bid yields on actively traded one 
year Treasury bills in the over-the-
counter market. The weekly average 
one year constant maturity Treasury 
bill yields are published by the Federal 
Reserve Board of the Federal Reserve 
System. The Federal Reserve Statis-
tical Release Report H.15 (519) is re-
leased each Monday. These one year 
constant maturity Treasury bill yields 
are also published monthly in the Fed-
eral Reserve Bulletin, published by the 
Federal Reserve Board of the Federal 
Reserve System, as well as quarterly in 
the Treasury Bulletin, published by the 
Department of the Treasury. 

(2) Frequency of interest rate changes. 
Interest rate adjustments must occur 
on an annual basis, except that the 
first adjustment may occur not sooner 
than 12 months nor later than 18 
months from the date of the borrower’s 
first mortgage payment. The adjusted 
rate will become effective the first day 
of the month following the adjustment 
date; the first monthly payment at the 
new rate will be due on the first day of 
the following month. To set the new in-
terest rate, the lender will determine 
the change between the initial (i.e., 
base) index figure and the current 
index figure. The initial index figure 
shall be the most recent figure avail-
able before the date of mortgage loan 
origination. The current index figure 
shall be the most recent index figure 
available 30 days before the date of 
each interest rate adjustment. 

(3) Method of rate changes. Interest 
rate changes may only be implemented 
through adjustments to the borrower’s 
monthly payments. 

(4) Initial rate and magnitude of 
changes. The initial contract interest 
rate of an adjustable rate mortgage 
shall be agreed upon by the lender and 
the veteran. The rate must be reflec-
tive of adjustable rate lending. Annual 
adjustments in the interest rate shall 
be set at a certain spread or margin 
over the interest rate index prescribed 
in paragraph (e)(1) of this section. Ex-
cept for the initial rate, this margin 
shall remain constant over the life of 
the loan. Annual adjustments to the 
contract interest rate shall correspond 
to annual changes in the interest rate 

index, subject to the following condi-
tions and limitations: 

(i) No single adjustment to the inter-
est rate may result in a change in ei-
ther direction of more than one per-
centage point from the interest rate in 
effect for the period immediately pre-
ceding that adjustment. Index changes 
in excess of one percentage point may 
not be carried over for inclusion in an 
adjustment in a subsequent year. Ad-
justments in the effective rate of inter-
est over the entire term of the mort-
gage may not result in a change in ei-
ther direction of more than five per-
centage points from the initial con-
tract interest rate. 

(ii) At each adjustment date, changes 
in the index interest rate, whether in-
creases or decreases, must be trans-
lated into the adjusted mortgage inter-
est rate, rounded to the nearest one-
eighth of one percent, up or down. For 
example, if the margin is 2 percent and 
the new index figure is 6.06 percent, the 
adjusted mortgage interest rate will be 
8 percent. If the margin is 2 percent 
and the new index figure is 6.07 per-
cent, the adjusted mortgage interest 
rate will be 81⁄8 percent. 

(5) Pre-loan disclosure. The lender 
shall explain fully and in writing to the 
borrower, no later than on the date 
upon which the lender provides the pro-
spective borrower with a loan applica-
tion, the nature of the obligation 
taken. The borrower shall certify in 
writing that he or she fully under-
stands the obligation and a copy of the 
signed certification shall be placed in 
the loan folder and included in the loan 
submission to VA. Such lender disclo-
sure must include the following items: 

(i) The fact that the mortgage inter-
est rate may change, and an expla-
nation of how changes correspond to 
changes in the interest rate index; 

(ii) Identification of the interest rate 
index, its source of publication and 
availability; 

(iii) The frequency (i.e., annually) 
with which interest rate levels and 
monthly payments will be adjusted, 
and the length of the interval that will 
precede the initial adjustment; and 

(iv) A hypothetical monthly payment 
schedule that displays the maximum 
potential increases in monthly pay-
ments to the borrower over the first 
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five years of the mortgage, subject to 
the provisions of the mortgage instru-
ment. 

(6) Annual disclosure. At least 25 days 
before any adjustment to a borrower’s 
monthly payment may occur, the lend-
er must provide a notice to the bor-
rower which sets forth the date of the 
notice, the effective date of the change, 
the old interest rate, the new interest 
rate, the new monthly payment 
amount, the current index and the date 
it was published, and a description of 
how the payment adjustment was cal-
culated. A copy of the annual disclo-
sure shall be made a part of the lend-
er’s permanent record on the loan.

(Authority: 38 U.S.C. 3707, 3712) 

[60 FR 38257, July 26, 1995]

§ 36.4213 Capacity of parties. 
Nothing in the § 36.4200 series shall be 

construed to relieve any lender of re-
sponsibility for any loss caused by lack 
of legal capacity of any person to con-
tract, sell, convey or encumber, or by 
the existence of other legal disability 
or defects invalidating or rendering un-
enforceable in whole or in part either 
the loan obligation or the security 
therefor.

§ 36.4214 Geographical limits. 
The site for any manufactured home 

purchased with a guaranteed loan must 
be located within the United States of 
America, which for the purposes of 38 
U.S.C. 3712 comprises the several 
States, the Territories and possessions 
of the United States, the District of 
Columbia, the Commonwealth of Puer-
to Rico and the Commonwealth of the 
Northern Mariana Islands. 

[46 FR 43670, Aug. 31, 1981, as amended at 48 
FR 1717, Jan. 14, 1983]

§ 36.4215 Maintenance of records. 
(a) The holder shall maintain a 

record of the amounts of payments re-
ceived on the obligation and disburse-
ments chargable thereto and the dates 
thereof. This record shall be main-
tained until the Secretary ceases to be 
liable as guarantor of the loan. For the 
purpose of any accounting with the 
Secretary or computation of claim 
against the Secretary, any holder who 

fails to maintain such record shall be 
presumed to have received on the dates 
due all sums which by the terms of the 
contract are payable prior to date of 
claim, and the burden of going forward 
with evidence and of ultimate proof of 
the contrary shall be on such holder. 

(b) The lender shall retain copies of 
all loan origination records on VA 
guaranteed loan for at least one year 
from the date of loan closing. Loan 
origination records include the loan ap-
plication, including any preliminary 
application, verifications of employ-
ment and deposit, all credit reports, in-
cluding preliminary credit reports, 
copies of each sales contract and 
addendums, letters of explanation for 
adverse credit items, discrepancies and 
the like, direct references from credi-
tors, correspondence with employers, 
appraisal reports, reports on other in-
spections of the property, and all clos-
ing papers and documents.

(Authority: 38 U.S.C. 501, 3703(c)(1), 3712(g))

(c) The Secretary has the right to in-
spect, examine, or audit, at a reason-
able time and place, the records or ac-
counts of a lender or holder pertaining 
to loans guaranteed by the Secretary. 

(Recordkeeping requirements contained in 
§ 36.4215 were approved by the Office of Man-
agement and Budget under OMB control 
number 2900–0515) 

[36 FR 1253, Jan. 27, 1971, as amended at 40 
FR 13214, Mar. 25, 1975; 55 FR 34913, Aug. 27, 
1990]

§ 36.4217 Delivery of notice. 

Any notice required by the § 36.4200 
series to be given the Secretary must 
be in writing or such other communica-
tions medium as may be approved by 
an official designated in § 36.4221(b) and 
delivered, by mail or otherwise, to the 
VA office at which the guaranty was 
issued, or to any changed address of 
which the holder has been given notice. 
Such notice must plainly identify the 
case by setting forth the name of the 
original veteran-obligor and the file 
number assigned to the case by the 
Secretary, if available, or otherwise 
the name and serial number of the vet-
eran. If mailed, the notice shall be by 
certified mail when so provided by the 
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§ 36.4200 series. This section does not 
apply to legal process. (See § 36.4282.) 

[58 FR 29114, May 19, 1993]

§ 36.4218 Payment in full; termination 
of guaranty. 

Upon full satisfaction of a guaran-
teed loan by payment or otherwise the 
instrument evidencing the guaranty 
shall be returned to the Department of 
Veterans Affairs office issuing the 
same with the holder’s cancellation or 
endorsement of release thereon.

§ 36.4219 Incorporation by reference. 
Department of Veterans Affairs regu-

lations issued under 38 U.S.C. 3712, and 
in effect on the date of any loan which 
is submitted and accepted or approved 
for a guaranty thereunder, shall govern 
the rights, duties, and liabilities of the 
parties to such loan and any provisions 
of the loan instruments inconsistent 
with such regulations are hereby 
amended and supplemented to conform 
thereto.

§ 36.4220 Substantive and procedural 
requirements; waiver. 

(a) Notwithstanding any require-
ment, condition, or limitation stated 
in or imposed by the regulations con-
cerning the guaranty of manufactured 
home loans to veterans, the Under Sec-
retary for Benefits, or the Director, 
Loan Guaranty Service, within the 
limitations and conditions prescribed 
by the Secretary, is hereby authorized, 
if the Under Secretary for Benefits or 
Director, Loan Guaranty Service finds 
the interests of the Government are 
not adversely affected, to relieve undue 
prejudice to a debtor, holder, or other 
person, which might otherwise result, 
provided no such action may be taken 
which would impair the vested rights 
of any person affected thereby. If such 
requirement, condition, or limitation 
is of an administrative or procedural 
(not substantive) nature, any employee 
designated in § 36.4221 is hereby author-
ized to grant similar relief if the des-
ignated employee finds the failure or 
error of the lender was due to mis-
understanding or mistake and that the 
interests of the Government are not 
adversely affected. Provisions of the 
regulations considered to be of an ad-
ministrative or procedural (nonsub-

stantive) nature are limited to the fol-
lowing: 

(1) The requirement in § 36.4209(b) 
that a lender originating a loan under 
a certificate of commitment report the 
loan for issuance of guaranty evidence 
within 60 days following actual pay-
ment of the full proceeds of the loan. In 
such cases it is not necessary that a 
finding be made that the loan is not in 
default. 

(2) The requirements in § 36.4209(h) of 
this part concerning the giving of no-
tice in assumption cases under 38 
U.S.C. 3714.

(Authority: 38 U.S.C. 3714)

(3) The requirement in § 36.4279 that a 
holder promptly forward an advice of 
the terms of any agreement effecting a 
reamortization or extension of a loan. 

(4) The requirement in § 36.4280 con-
cerning the giving of notice of default. 

(5) The requirement in § 36.4280 that a 
holder give 30 days advance notice of 
its intention to foreclose or repossess 
the security. 

(6) The requirement in § 36.4282 that a 
holder give notice of repossession of 
personal property within 10 days after 
such repossession has occurred. 

(7) The requirement in § 36.4210(a) 
that a lender obtain the prior approval 
of the Secretary before closing a joint 
loan if the lender or class of lenders is 
approved by the Secretary to close 
loans on the automatic basis pursuant 
to 38 U.S.C. 3712(c)(1).

(Authority: 38 U.S.C. 3712(c)(1))

(b) No waiver, consent, or approval 
required or authorized by the regula-
tions concerning guaranty of loans to 
veterans shall be valid unless in writ-
ing signed by the Secretary or the em-
ployee designated in § 36.4221. 

[36 FR 1253, Jan. 27, 1971, as amended at 46 
FR 43670, Aug. 31, 1981; 49 FR 13352, Apr. 4, 
1984; 55 FR 37473, Sept. 12, 1990; 61 FR 28058, 
June 4, 1996]

§ 36.4221 Delegation of authority. 
(a) Except as hereinafter provided, 

each employee of the Department of 
Veterans Affairs heretofore or here-
after appointed to, or lawfully filling, 
any position designated in paragraph 
(b) of this section is hereby delegated 
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authority, within the limitations and 
conditions prescribed by law, to exer-
cise the powers and functions of the 
Secretary with respect to the guaranty 
of manufactured home loans and the 
rights and liabilities arising therefrom, 
including but not limited to the adju-
dication and allowance, disallowance, 
and compromise of claims; the collec-
tion or compromise of amounts due, in 
money or other property; the exten-
sion, rearrangement, or acquisition of 
loans; the management and disposition 
of secured and unsecured notes and 
other property; and those functions ex-
pressly or impliedly embraced within 
paragraphs (2) to (6), inclusive, of 38 
U.S.C. 3720(a). Incidental to the exer-
cise and performance of the powers and 
functions hereby delegated, each such 
employee is authorized to execute and 
deliver (with or without acknowledg-
ment) for, and on behalf of, the Sec-
retary, evidence of guaranty and such 
certificates, forms, conveyances, and 
other instruments as may be appro-
priate in connection with the acquisi-
tion, ownership, management, sale, 
transfer, assignment, encumbrance, 
rental, or other disposition of real or 
personal property, or of any right, 
title, or interest therein, including, but 
not limited to, contracts of sale, in-
stallment contracts, deeds, leases, bills 
of sale, assignments, and releases; and 
to approve disbursements to be made 
for any purpose authorized by 38 U.S.C. 
chapter 37. 

(b) Designated positions:

Under Secretary for Benefits. 
Director, Loan Guaranty Service. 
Director, Regional Office. 
Director, Medical and Regional Office Cen-

ter. 
Director, VA Regional Office and Insurance 

Center. 
Loan Guaranty Officer. 
Assistant Loan Guaranty Officer.

The authority hereby delegated to em-
ployees of the positions designated in 
this paragraph may, with the approval 
of the Under Secretary for Benefits, be 
redelegated. 

(c) Nothing in this section shall be 
construed (1) to authorize any such em-
ployee to exercise the authority vested 
in the Secretary under 38 U.S.C. 501 or 
3715(b) or to sue, or enter appearance 
for and on behalf of the Secretary, or 

confess judgment against the Secretary 
in any court without prior authoriza-
tion; or (2) to include the authority to 
exercise those powers delegated to the 
Under Secretary for Benefits, or the 
Director, Loan Guaranty Service, 
under § 36.4220: Provided, That anything 
in the regulations concerning guaranty 
of loans to veterans to the contrary 
notwithstanding, any evidence of guar-
anty issued on or after January 27, 1971 
by any of the employees designated in 
paragraph (b) of this section or by any 
employee designated an authorized 
agent or a loan guaranty agent shall be 
deemed to have been issued by the Sec-
retary, subject to the defenses reserved 
in 38 U.S.C. 3721. 

(d) Each Regional Office, regional of-
fice and insurance center, and Medical 
and Regional Office Center shall main-
tain and keep current a cumulative list 
of all employees of that Office or Cen-
ter who, since May 1, 1980, have occu-
pied the positions of Director, Loan 
Guaranty Officer and Assistant Loan 
Guaranty Officer. This list will include 
each employee’s name, title, date the 
employee assumed the position, and 
the termination date, if applicable, of 
the employee’s tenure in such position. 
The list shall be available for public in-
spection and copying at the Regional 
Office, or Center, during normal busi-
ness hours.

(Authority: 38 U.S.C. 501, 3720(a)(5)) 

[36 FR 1253, Jan. 27, 1971, as amended at 40 
FR 13214, Mar. 25, 1975; 44 FR 16014, Mar. 16, 
1979; 45 FR 21243, Apr. 1, 1980; 46 FR 43671, 
Aug. 31, 1981; 49 FR 13352, Apr. 4, 1984; 61 FR 
28058, June 4, 1996]

§ 36.4222 Hazard insurance. 
(a) The holder shall require insurance 

policies to be procured and maintained 
in an amount sufficient to protect the 
security against risks or hazards to 
which it may be subjected to the ex-
tent customary in the locality. The 
costs of such required insurance cov-
erage may be paid for by the veteran. 
Only the costs for one year may be in-
cluded in the loan amount. 

(1) Flood insurance will be required 
on any manufactured home, building or 
personal property securing a loan at 
any time during the term of the loan 
that such security is located in an area 
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identified by the Federal Emergency 
Management Agency as having special 
flood hazards and in which flood insur-
ance has been made available under the 
National Flood Insurance Act, as 
amended. The amount of flood insur-
ance must be at least equal to the less-
er of the outstanding principal balance 
of the loan or the maximum limit of 
coverage available for the particular 
type of property under the National 
Flood Insurance Act, as amended. The 
Secretary cannot guarantee a loan for 
the acquisition or construction of prop-
erty located in an area identified by 
the Federal Emergency Management 
Agency as having special flood hazards 
unless the community in which such 
area is situated is then participating in 
the National Flood Insurance Program.

(Authority: 42 U.S.C. 4012a, 4106(a))

(2) Broad Lender’s Protection Insur-
ance or its equivalent is required to 
protect against loss for any items miss-
ing from the manufactured home at 
time of repossession and to cover re-
possession expenses including, but not 
limited to, breakdown and transport 
charges, permit and export fees, and an 
amount, limited by the Secretary, of 
unpaid park rent. 

(b) All monies under such policies 
covering payment of insured losses 
shall be applied to restoration of the 
security or to the loan balance. 

[58 FR 37859, July 14, 1993, as amended at 62 
FR 5531, Feb. 6, 1997]

§ 36.4223 Interest rate reduction refi-
nancing loan. 

(a) A veteran may refinance [38 
U.S.C. 3712(a)(1)(F)] an existing Depart-
ment of Veterans Affairs guaranteed 
loan to reduce the interest rate pay-
able on the Department of Veterans Af-
fairs loan provided the following re-
quirements are met: 

(1) The loan application must be sub-
mitted to the Secretary for prior ap-
proval unless the veteran is not 
charged a discount, in which case the 
loan application may be processed on 
the automatic basis; 

(2) The loan must be secured by the 
same real property and/or personal 
property as the loan being refinanced 
and the veteran must own the manu-

factured home and/or manufactured 
home lot securing the loan; and 

(i) Presently occupy or have pre-
viously occupied the manufactured 
home, a manufactured home on the lot 
securing the loan, or the manufactured 
home and the lot securing the loan as 
his or her home and must certify in 
such form as the Secretary shall pre-
scribe that the veteran presently or 
has previously so occupied the manu-
factured home or a manufactured home 
on the lot; or 

(ii) When a veteran is on Active Duty 
status as a member of the Armed 
Forces and is unable to occupy the 
manufactured home or a manufactured 
home on the lot securing the loan as a 
home because of such status, the vet-
eran’s spouse must occupy or must 
have previously occupied the manufac-
tured home or a manufactured home on 
the lot as the spouse’s home and must 
certify such occupancy in such form as 
the Secretary shall prescribe. 

(3) The amount of the refinancing 
loan may not exceed an amount equal 
to the sum of the balance of the loan 
being refinanced and such closing costs 
as authorized in § 36.4232 or § 36.4254, as 
appropriate, and a discount not to ex-
ceed 2 percent of the loan amount;

(Authority: 38 U.S.C. 3703, 3712)

(4) The dollar amount of the guar-
anty of the 38 U.S.C. 3712(a)(1)(F) loan 
may not exceed the greater of the 
original guaranty amount of the loan 
being refinanced, or 25 percent of the 
loan; and

(Authority: 38 U.S.C. 3703, 3712)

(5) The term of the refinancing loan 
38 U.S.C. 3712(a)(1)(F) may not exceed 
the original term of the loan being refi-
nanced. 

(b) Notwithstanding any other regu-
latory provision, the interest rate re-
duction refinancing loan may be guar-
anteed without regard to the amount 
of guaranty entitlement for manufac-
tured home purposes available for use 
by the veteran, and the amount of the 
veteran’s remaining guaranty entitle-
ment for manufactured home purposes 
shall not be charged for an interest 
rate reduction refinancing loan. The 
interest rate reduction refinancing 
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loan will be guaranteed with the enti-
tlement used by the veteran to obtain 
the loan being refinanced. The vet-
eran’s loan guaranty entitlement used 
originally for a purpose as enumerated 
in 38 U.S.C. 3712(a)(1)(A) through (E) or 
(G) and subsequently transferred for 
use on an interest rate reduction refi-
nancing loan (38 U.S.C. 3712(a)(1)(F)) 
shall be eligible for restoration when 
the interest rate reduction refinancing 
loan or subsequent interest rate reduc-
tion refinancing loan on the same prop-
erty meets the requirements of 
§ 36.4203(a). 

(c) Title to the security which is refi-
nanced for the purpose of an interest 
rate reduction must be in conformity 
with § 36.4234, and/or § 36.4253, as appro-
priate.

(Authority: 38 U.S.C. 3712(a)(1)(F) and (4)) 

[46 FR 43671, Aug. 31, 1981, as amended at 48 
FR 40229, Sept. 6, 1983; 58 FR 37860, July 14, 
1993; 60 FR 38258, July 26, 1995; 61 FR 7415, 
Feb. 28, 1996]

§ 36.4224 Refinancing existing manu-
factured home loan including pur-
chase of lot. 

(a) A veteran may refinance (38 
U.S.C. 3712(a)(1)(G)) an existing pur-
chase money lien on a manufactured 
home owned and occupied by the vet-
eran as his or her home in conjunction 
with a loan to acquire a suitable lot on 
which that manufactured home is or 
will be located provided the following 
requirements are met. 

(1) The loan application must be sub-
mitted to the Secretary for prior ap-
proval; 

(2) The loan must be secured by the 
same manufactured home which is 
being refinanced and the real property 
on which the manufactured home is or 
will be located. 

(3) The amount of the loan may not 
exceed an amount equal to the sum of 
the balance of the loan being refi-
nanced; the purchase price, not to ex-
ceed the reasonable value of the lot, as 
authorized in § 36.4252; the costs of nec-
essary site preparation of the lot as de-
termined by the Secretary; a reason-
able discount as authorized in 
§ 36.4204(d)(8) with respect to that por-
tion of the loan used to refinance the 
existing purchase money lien on the 

manufactured home, and closing costs 
as authorized in § 36.4232 or § 36.4254, as 
appropriate. 

(b) If the loan being refinanced was 
guaranteed by the Department of Vet-
erans Affairs, the portion of the loan 
made for the purpose of refinancing an 
existing purchase money manufactured 
home loan may be guaranteed without 
regard to the outstanding guaranty en-
titlement available for use by the vet-
eran, and the veteran’s guaranty enti-
tlement shall not be charged as a re-
sult of any guaranty provided for the 
refinancing portion of the loan. For the 
purposes enumerated in 38 U.S.C. 
3702(b) the refinancing portion of the 
loan shall be considered to have been 
obtained with the guaranty entitle-
ment used to obtain the VA-guaranteed 
loan being refinanced. Guaranty for the 
refinancing loan shall be computed by 
first applying to the loan a combined 
total of the guaranty entitlement used 
to obtain the VA-guaranteed loan 
being refinanced and second any addi-
tional guaranty entitlement available 
to the veteran for manufactured home 
purposes, up to a maximum of $20,000 
or forty (40) percent of the original 
principal amount of the loan, which-
ever is less. 

(Authority: 38 U.S.C. 3712(a)(1)(G) and (5)) 

[48 FR 40229, Sept. 6, 1983, as amended at 58 
FR 37860, July 14, 1993]

§ 36.4225 Authority to close manufac-
tured home loans on the automatic 
basis. 

(a) Supervised lenders of the classes 
described in 38 U.S.C. 3702(d) (1) and (2) 
are authorized by statute to process 
VA guaranteed manufactured home 
loans on the automatic basis. This cat-
egory of lenders includes any Federal 
land bank, national bank, State bank, 
private bank, building and loan asso-
ciation, insurance company, credit 
union or mortgage and loan company 
that is subject to examination and su-
pervision by an agency of the United 
States or of any State or by any State. 

(b) Nonsupervised lenders of the class 
described in 38 U.S.C. 3702(d)(3) must 
apply to the Secretary for authority to 
process manufactured home loans on 
the automatic basis. The following 
minimum requirements must be met: 
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(1) Minimum assets. A minimum of 
$50,000 of working capital must be 
maintained. Working capital is defined 
as the excess of current assets over 
current liabilities. Current assets are 
defined as cash or other assets that 
could readily be converted into cash 
within 1 year on the normal accounting 
or business cycle. Current liabilities 
are defined as obligations that would 
be paid within a year on a normal ac-
counting or business cycle. The lend-
er’s latest financial statements (profit 
and loss statements and balance 
sheets), audited and certified by a CPA 
(certified public accountant), must ac-
company the application. If the date of 
the financial statement precedes that 
of the application by more than 6 
months, the lender-applicant must also 
attach a copy of its latest internal 
quarterly report. In addition, the lend-
er-applicant must agree that if the ap-
plication is approved, the applicant 
will provide within 120 days following 
the end of each of its fiscal years an 
audited financial statement to the Di-
rector, Loan Guaranty Service for re-
view. 

(2) Experience. The firm must have 
been actively engaged in originating 
manufactured home loans for at least 
the last 2 years. Alternately, each prin-
cipal officer of the firm who is actively 
involved in managing origination func-
tions must have a minimum of 2 recent 
years’ total experience in the field of 
VA manufactured home mortgages in 
managerial functions in either the 
present company of employment or in 
companies other than that of his or her 
present employment. In either case, 
every principal officer (president and 
vice presidents) must submit a resume 
of his or her experience in the mort-
gage lending field. Should the sec-
retary and/or treasurer participate in 
the management of origination func-
tions, they too must submit a resume 
and meet the minimum experience re-
quirement if the company does not 
meet the experience requirement. 
Should the lender or any of its direc-
tors or officers ever have been debarred 
or suspended by any Federal agency or 
department or any of its directors or 
officers have been a director or officer 
of any other lender or corporation that 
was so suspended, or if the lender-ap-

plicant ever had a servicing contract 
with an investor terminated for cause, 
a statement of the facts must also be 
submitted. Lender-applicants will sub-
mit individual requests for each branch 
office they wish to have approved. The 
parent organization must agree to ac-
cept full responsibility for the actions 
of branch offices. 

(3) Underwriter. If it is proposed that 
all loans to be made by the lender will 
be submitted to its home office for ap-
proval or rejection, the lender must 
have at least one full-time designated 
underwriter in its home office. If the 
loans will be approved or rejected by 
branch managers, the lender must have 
at least one full-time designated under-
writer in each branch. In either event, 
the designated underwriters must be 
identified and a resume on each sub-
mitted to VA. The underwriters should 
have at least three years of experience 
in consumer installment finance. If 
changes in underwriting personnel 
occur, the lender must notify VA. 

(4) Lines of credit. The identity of the 
source(s) of warehouse lines of credit 
must be revealed to VA and the appli-
cant must agree that VA may contact 
the named source(s) for the purpose of 
verifying the information. 

(5) Secondary market. If the lender-ap-
plicant customarily sells the manufac-
tured home loans it originates, it must 
provide a listing of all permanent in-
vestors to whom the loans are sold, in-
cluding the investor’s address, tele-
phone number and names of persons to 
contact. 

(6) Liaison. The lender-applicant must 
designate one employee to act as liai-
son on its behalf with the VA. If pos-
sible, the lender-applicant should se-
lect employees other than VA approved 
underwriters to act as liaison. Officers 
from branch or regional offices should 
also be appointed to act as liaison with 
local VA offices. The lender must no-
tify VA of any changes in liaison per-
sonnel. 

(7) Courtesy closing. The lender-appli-
cant must certify to VA that it will not 
close loans on an automatic basis as a 
courtesy or accommodation for other 
mortgage lenders whether or not such 
lenders are themselves approved to 
close on an automatic basis. The lender 
must agree that the processing of 
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forms other than the initial credit ap-
plication will not be delegated to the 
dealer or developer. 

(8) Subsidiaries/affiliates. A lender ap-
proved for automatic processing may 
not close manufactured home loans on 
the automatic basis involving any deal-
ership or manufacturer in which it has 
a financial interest or which it owns, is 
owned by, or with which it is affiliated. 
This restriction may be eliminated for 
lenders that can provide documenta-
tion which demonstrates to VA’s satis-
faction that (i) the lender and the man-
ufacturer and/or dealer are separate en-
tities that operate independently for 
each other, and (ii) the percentage of 
all VA manufactured home loans origi-
nated by the lender during at least a 
one-year period on which payments are 
past due 90 days or more is no higher 
than the national average for the same 
period for all mortgage loans. 

(9) Lender agents. A lender using an 
agent to perform a portion of the work 
involved in originating and closing a 
VA guaranteed loan on an automatic 
basis must take full responsibility by 
certification or corporate resolution 
for all acts, errors and omissions of the 
agent and its employees. Any such 
acts, errors or omissions will be treat-
ed as those of the lender and appro-
priate sanctions may be imposed 
against the lender and its agent. 

(10) Minimum use of automatic author-
ity. If approved, lenders must use their 
automatic authority to the maximum 
extent possible. Any lender with auto-
matic authority who submits a loan on 
the prior approval basis will be re-
quired to submit an explanation from 
the designated underwriter as to why 
the loan was not closed automatically. 
Such a statement will not be needed 
for loans that must be processed on the 
prior approval basis, e.g., joint loans. 

(11) Probation. Lender-applicants 
meeting the requirements of this sec-
tion will be approved to close loans on 
an automatic basis for a 1-year proba-
tionary period. Poor underwriting and/
or consistently careless processing by 
the lender during the probationary pe-
riod will be a basis for withdrawal of 
automatic authority. 

(12) Quality control system. In order to 
be approved as a nonsupervised lender 
for automatic processing authority, 

the lender must implement a written 
quality control system which ensures 
compliance with VA requirements. The 
lender must agree to furnish findings 
under its system to VA on demand. The 
elements of the quality control system 
must include the following: 

(i) Underwriting policies. Each office of 
the lender shall maintain copies of VA 
credit standards and all available VA 
underwriting guidelines. 

(ii) Corrective measures. The system 
should ensure the effective corrective 
measures are taken promptly when de-
ficiencies in loan originations are iden-
tified by either the lender or VA. Any 
cases involving major discrepancies 
which are discovered under the system 
must be reported to VA. 

(iii) System integrity. The quality con-
trol system should be independent of 
the loan production function. 

(iv) Scope. The review of under-
standing decisions and certifications 
must include compliance with VA un-
derwriting requirements, sufficiency of 
documentation and soundness of under-
writing judgments. 

(c) A lender approved to close loans 
on the automatic basis who subse-
quently fails to meet the requirements 
of this section must report the cir-
cumstances surrounding the deficiency 
and the remedial action to be taken to 
cure it to VA.

(Authority: 38 U.S.C. 501, 1803(c)(1), and 
1812(g))

(d) To participate in VA’s automatic 
program nonsupervised lenders of the 
class described in paragraph 3702(d)(3) 
of title 38 U.S. Code shall pay fees as 
follows: 

(1) $500 for new applications; 
(2) $200 for reinstatement of lapsed or 

terminated automatic authority; 
(3) $100 for each underwriter ap-

proval; 
(4) $100 for each agent approval; 
(5) $100 for each regional under-

writing office approval; 
(6) A minimum fee of $100 for any 

other VA administrative action per-
taining to a lender’s participation in 
ALP; 

(7) $200 annually for certification of 
home offices; 

(8) $100 annually for certification of 
regional offices; and 
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(9) $100 annually for each agent re-
newal. 

(e) Supervised lenders of the classes 
described in paragraphs (d)(1) and (d)(2) 
of 38 U.S. Code 3702 participating in 
VA’s Loan Guaranty Program shall pay 
fees as follows: 

(1) $100 fee for each agent approval; 
and 

(2) $100 annually for each agent re-
newal.

(Authority: 38 U.S.C. 3712(g))

(f) Lenders participating in VA’s 
Lender Appraisal Processing Program 
shall pay a fee of $100 for approval of 
each staff appraisal reviewer. 

[56 FR 40559, Aug. 15, 1991, as amended at 57 
FR 828, Jan. 9, 1992; 57 FR 40616, Sept. 4, 1992]

§ 36.4226 Withdrawal of authority to 
close manufactured home loans on 
the automatic basis. 

(a)(1) As provided in 38 U.S.C. 3702(e), 
the authority of any lender to close 
manufactured home loans on the auto-
matic basis may be withdrawn by the 
Secretary at any time upon 30 days no-
tice. The automatic processing author-
ity of both supervised and nonsuper-
vised lenders may be withdrawn for en-
gaging in practices which are impru-
dent from a lending standpoint or 
which are prejudicial to the interests 
of veterans or the Government but are 
of a lesser degree than would warrant 
complete debarment or suspension of 
the lender from participation in the 
program. 

(2) Automatic processing authority 
may be withdrawn for failure to meet 
basic qualifying criteria. For non-su-
pervised lenders, this includes lack of a 
designated underwriter, failure to 
maintain $50,000 working capital and/or 
failure to file required financial state-
ments. For supervised lenders this in-
cludes loss of status as an entity sub-
ject to examination and supervision by 
a Federal or State supervisory agency 
as required by 38 U.S.C. 3702(d). During 
the 1 year probationary period for 
newly approved automatic lenders, 
automatic authority may be with-
drawn based upon poor underwriting or 
consistently careless processing by the 
lender, as determined by VA. 

(3) Automatic processing authority 
may also be withdrawn based on any of 

the causes for debarment set forth at 
§ 44.305 of this title. 

(b) Authority to close manufactured 
home loans on the automatic basis 
may also be temporarily withdrawn for 
a period of time under the following 
schedule. 

(1) Withdrawal for 60 days: 
(i) Automatic loan submissions show 

deficiencies in credit underwriting, 
such as use of unstable sources of in-
come to qualify the borrower, ignoring 
significant adverse credit items affect-
ing the applicant’s creditworthiness, 
etc., after such deficiencies have been 
repeatedly called to the lender’s atten-
tion; 

(ii) Employment or deposit 
verifications are handcarried by appli-
cants or otherwise improperly per-
mitted to pass through the hands of a 
third party; 

(iii) Automatic loan submissions are 
consistently incomplete after such de-
ficiencies have been repeatedly called 
to the lender’s attention by VA; or 

(iv) There are continued instances of 
disregard of VA requirements after 
they have been called to the lender’s 
attention. 

(2) Withdrawal for 180 days: 
(i) Loans are closed automatically 

which conflict with VA credit stand-
ards and which would not have been 
made by a lender acting prudently; 

(ii) The lender fails to disclose to VA 
significant obligations or other infor-
mation so material to the veteran’s 
ability to repay the loan that undue 
risk to the Government results; 

(iii) Employment or deposit 
verifications are allowed to be 
handcarried by applicant or otherwise 
mishandled, resulting in the submis-
sion of significant misinformation to 
VA; 

(iv) Substantiated complaints are re-
ceived that the lender misrepresented 
VA requirements to veterans to the 
detriment of their interests (e.g., vet-
eran was dissuaded from seeking a 
lower interest rate based on lender’s 
incorrect advice that such options were 
precluded by VA requirements); 

(v) Closing documentation shows in-
stances of improper charges to the vet-
eran after the impropriety of such 
charges has been called to the lender’s 
attention by Va, or refusal to refund
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such charges after notification by VA; 
or 

(vi) There are other instances of lend-
er actions which are prejudicial to the 
interests of veterans, such as delib-
erate delays in scheduling loan clos-
ings. 

(3) Withdrawal for a period from one 
year to three years: 

(i) The lender fails to properly dis-
burse loans (e.g., loan disbursement 
checks returned due to insufficient 
funds); or 

(ii) There is involvement by the lend-
er in the improper use of a veteran’s 
entitlement (e.g., knowingly permit-
ting the veteran to violate occupancy 
requirements, lender involvement in 
sale of veteran’s entitlement). 

(4) A continuation of actions that 
have led to previous withdrawal of 
automatic authority justifies with-
drawal of automatic authority for the 
next longer period of time. 

(5) Withdrawal of automatic proc-
essing authority does not prevent a 
lender from processing VA guaranteed 
manufactured home loans on the prior 
approval basis. 

(6) Action by VA to remove a lender’s 
automatic authority does not prevent 
VA from also taking debarment or sus-
pension action based on the same con-
duct by the lender. 

(7) VA field facilities are authorized 
to withdraw automatic privileges for 60 
days, based on any of the violations set 
forth in paragraphs (b)(1) through (b)(3) 
of this section, for nonsupervised lend-
ers without operations in other sta-
tions’ jurisdictions. All determinations 
regarding withdrawal of automatic au-
thority for longer periods of time or 
multi-jurisdictional lenders must be 
made in Central Office. 

(c) VA will provide 30 days notice of 
withdrawal of automatic authority in 
order to enable the lender to either 
close or obtain prior approval for a 
loan on which processing has begun. 
There is no right to a formal hearing to 
contest the withdrawal of automatic 
processing privileges. However, if with-
in 15 days after receiving notice the 
lender requests an opportunity to con-
test the withdrawal, the lender may 
submit in person, in writing, or 
through a representative, information 

and argument in opposition to the 
withdrawal. 

(d) If the lender’s submission in oppo-
sition raises a dispute over facts mate-
rial to the withdrawal of automatic au-
thority, the lender will be afforded an 
opportunity to appear with a rep-
resentative, submit documentary evi-
dence, present witnesses, and confront 
any witnesses VA presents. The Under 
Secretary for Benefits will appoint a 
hearing officer or panel to conduct the 
hearing. 

(e) A transcribed record of the pro-
ceedings shall be made available at 
cost to the lender, upon request, unless 
the requirement for a transcript is 
waived by mutual agreement. 

(f) In actions based upon a conviction 
or civil judgment, or in which there is 
no genuine dispute over material facts, 
the Under Secretary for Benefits shall 
make a decision on the basis of all the 
information in the administrative 
record, including any submissions 
made by the lender. 

(g) In actions in which additional 
proceedings are necessary to determine 
disputed material facts, written find-
ings of fact will be prepared by the 
hearing officer or panel. The Under 
Secretary for Benefits shall base the 
decision on the facts as found, together 
with any information and argument 
submitted by the lender and any other 
information in the administrative 
record.

(Authority: 38 U.S.C. 501, 1803(c)(1), and 
1812(g)). 

[56 FR 40560, Aug. 15, 1991, as amended at 61 
FR 28058, June 4, 1996]

§ 36.4227 Advertising and Solicitation 
Requirements. 

Any advertisement or solicitation in 
any form (e.g., written, electronic, 
oral) from a private lender concerning 
manufactured housing loans to be 
guaranteed or insured by the Sec-
retary: 

(a) Must not include information 
falsely stating or implying that it was 
issued by or at the direction of VA or 
any other department or agency of the 
United States, and 

(b) Must not include information 
falsely stating or implying that the 
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lender has an exclusive right to make 
loans guaranteed or insured by VA.

(Authority: 38 U.S.C. 3703, 3704) 

[67 FR 9402, Mar. 1, 2002]

FINANCING MANUFACTURED HOME UNITS

§ 36.4231 Warranty requirements. 

(a) When a new manufactured home 
purchased with financing guaranteed 
under 38 U.S.C. 3712 is delivered to the 
veteran-borrower he or she will be sup-
plied a written warranty by the manu-
facturer in the form and content pre-
scribed by the Secretary. Such war-
ranty shall be in addition to, and not 
in derogation of, all other rights and 
privileges which such purchaser or 
owner may have under any other law or 
instrument, and the warranty instru-
ment will so provide. No evidence of 
guaranty shall be issued by the Sec-
retary unless a copy of such warranty 
duly receipted by the purchaser is sub-
mitted with the loan papers. 

(b) Any manufactured housing unit 
properly displaying a certification of 
conformity to all applicable Federal 
manufactured home construction and 
safety standards pursuant to 42 U.S.C. 
5415 shall be acceptable as security for 
a VA guaranteed loan.

(Authority: 38 U.S.C. 3712)

(c) When a used manufactured home 
is purchased from a manufactured 
home dealer with financing guaranteed 
under 38 U.S.C. 3712 the veteran-bor-
rower must be supplied with a written 
warranty by the manufactured home 
dealer in the form and content pre-
scribed by the Secretary. Such war-
ranty shall be in addition to, and not 
in derogation of, all other rights and 
privileges which such purchaser or 
owner may have under any other law or 
instrument, and the warranty instru-
ment will so provide. No evidence of 
guaranty shall be issued by the Sec-
retary unless a copy of such warranty 
duly receipted by the purchaser is sub-
mitted with the loan papers. 

[48 FR 40229, Sept. 6, 1983, as amended at 60 
FR 38259, July 26, 1995]

§ 36.4232 Allowable fees and charges; 
manufactured home unit. 

(a) Incident to the origination of a 
guaranteed loan for the purchase or re-
financing of a manufactured home unit 
only, no charge shall be made against, 
or paid by, the veteran-borrower with-
out the express prior approval of the 
Secretary except as provided in para-
graph (e) of this section and as follows: 

(1) Actual fees or charges for required 
recordation of documents; 

(2) The costs of independent fee in-
spections for itemized items included 
in the manufactured home loan, as re-
quired by § 36.4204(f); 

(3) The amount of any documentary 
stamp taxes levied on the transaction; 

(4) The amount of State and local 
taxes levied on the transaction; 

(5) The premium for customary phys-
ical damage insurance and vendor’s 
single interest coverage on the manu-
factured home for an initial policy 
term of not to exceed one (1) year; 

(6) The premium for insurance 
against loss for items missing at time 
of repossession and for repossession ex-
penses, unless State law prohibits 
charging borrowers for this coverage, 
in which case the lender is required to 
pay for the coverage without reim-
bursement from the veteran; 

(7) For the purposes of obtaining a re-
financing loan for interest rate reduc-
tion or a refinancing loan to simulta-
neously refinance a unit and acquire a 
lot, the cost of a credit report and an 
appraisal; and

(Authority: 38 U.S.C. 3712 (a)(1)(b), (a)(4)(A) 
and (g)).

(8) The actual amount charged for 
flood zone determinations, including a 
charge for a life-of-the-loan flood zone 
determination service purchased at the 
time of loan origination, if made by a 
third party who guarantees the accu-
racy of the determination. A fee may 
not be charged for a flood zone deter-
mination made by a Department of 
Veterans Affairs appraiser or for the 
lender’s own determination.

(Authority: 38 U.S.C. 3712; 42 U.S.C. 4001 note, 
4012a)

(b) Any charge against the borrower 
properly made under paragraph (a) of 
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