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(b) There has been no default on the 
loan, except that the existence of a de-
fault shall not preclude issuance of a 
guaranty certificate or insurance ad-
vice if a certificate of commitment was 
issued with respect to the loan. 

(c) The Secretary determines that a 
person of reasonable prudence simi-
larly situated would not make further 
disbursements in the situation pre-
sented. 

(d) There has been full compliance 
with the provisions of 38 U.S.C. chapter 
37 and of the applicable regulations up 
to the time of the last disbursement. 

(e) In the case of a construction loan 
when the construction is not fully com-
pleted, the amount and percentage of 
the guaranty and the amount of the 
loan for the purposes of insurance or 
accounting to the Secretary shall be 
based upon such portion of the amount 
disbursed out of the proceeds of the 
loan which, when added to any other 
payments made by or on behalf of the 
veteran to the builder or the con-
tractor, does not exceed 80 percent of 
the value of that portion of the con-
struction performed (basing value on 
the contract price) plus the sum, if 
any, disbursed by the lender out of the 
proceeds of the loan for the land on 
which the construction is situated: And 
provided further, That the lender shall 
certify as follows: 

(1) Any amount advanced for land is 
protected by title or lien as provided in 
the regulations concerning guaranty or 
insurance of loans to veterans; and 

(2) No enforceable liens, for any work 
done or material furnished for that 
part of the construction completed and 
for which payment has been made out 
of the proceeds of the loan, exist or can 
come into existence. 

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

§ 36.4306 Refinancing of mortgage or 
other lien indebtedness. 

(a) Any loan for the purpose of refi-
nancing (38 U.S.C. 3710(a)(5)) an exist-
ing mortgage loan or other indebted-
ness secured by a lien of record on a 
dwelling or farm residence owned and 
occupied or to be reoccupied if the refi-
nancing loan is for the completion of 
major alterations, repairs or improve-
ments to the property, by an eligible 
veteran as the veteran’s home, or in 

the case of an eligible veteran unable 
to occupy the property because of ac-
tive duty status in the Armed Forces, 
occupied or to be reoccupied by the 
veteran’s spouse as the spouse’s home, 
shall be eligible for guaranty in an 
amount as computed under § 36.4802(a) 
provided that— 

(1) The amount of the loan may not 
exceed an amount equal to 90 percent 
of the reasonable value of the dwelling 
or farm residence which will secure the 
loan, as determined by the Secretary. 

(Authority: 38 U.S.C. 3710(e)(1)) 

(2) The dollar amount of discount, if 
any, to be paid by the veteran is rea-
sonable in amount as determined by 
the Secretary in accordance with 
§ 36.4813(d)(7)(i), 

(3) The loan is otherwise eligible for 
guaranty. 

(b) [Reserved] 
(c) Nothing shall preclude guaranty 

of a loan to an eligible veteran having 
home loan guaranty entitlement to re-
finance under the provisions of 38 
U.S.C. 3710(a)(5) a VA guaranteed or in-
sured (or direct) mortgage loan made 
to him or her which is outstanding on 
the dwelling or farm residence owned 
and occupied or to be reoccupied after 
the completion of major alterations, 
repairs, or improvements to the prop-
erty, by the veteran as a home, or in 
the case of an eligible veteran unable 
to occupy the property because of ac-
tive duty status in the Armed Forces, 
occupied or to be reoccupied by the 
veteran’s spouse as the spouse’s home. 

(Authority: 38 U.S.C. 3710(e)(1)) 

(d) A refinancing loan may include 
contractual prepayment penalties, if 
any, due the holder of the mortgage or 
other lien indebtedness to be refi-
nanced. 

(e) [Reserved] 
(f) Nothing in this section shall pre-

clude the refinancing of the balance 
due for the purchase of land on which 
new construction is to be financed 
through the proceeds of the loan, or 
the refinancing of the balance due on 
an existing land sale contract relating 
to a veteran’s dwelling or farm resi-
dence. 

(g) A veteran may refinance (38 
U.S.C. 3710(a)(9)(B)(ii)) an existing loan 
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that was for the purchase of, and is se-
cured by, a manufactured home in 
order to purchase the lot on which the 
manufactured home is or will be per-
manently affixed, provided the fol-
lowing requirements are met: 

(1) The refinancing of a manufactured 
home and the purchase of a lot must be 
considered as one loan; 

(2) The manufactured home upon 
being permanently affixed to the lot 
will be considered real property under 
the laws of the State where it is lo-
cated; 

(3) 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; 

(4) 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; 
the costs of the necessary site prepara-
tion of the lot as determined by the 
Secretary; a reasonable discount as au-
thorized in § 36.4813(d)(6) with respect 
to that portion of the loan used to refi-
nance the existing purchase money lien 
on the manufactured home, and closing 
costs as authorized in § 36.4813; and 

(5) If the loan being refinanced was 
guaranteed by VA, the portion of the 
loan made for the purpose of refi-
nancing an existing purchase money 
manufactured home loan may be, guar-
anteed without regard to the out-
standing guaranty entitlement avail-
able for use by the veteran, and the 
veteran’s guaranty entitlement shall 
not be charged as a result of any guar-
anty provided for the refinancing por-
tion of the loan. For the purposes enu-
merated in 38 U.S.C. 3702(b), the refi-
nancing portion of the loan shall be 
considered to have been obtained with 
the guaranty entitlement used to ob-
tain VA-guaranteed loan being refi-
nanced. The total guaranty for the new 
loan shall be the sum of the guaranty 
entitlement used to obtain VA-guaran-
teed loan being refinanced and any ad-
ditional guaranty entitlement avail-
able to the veteran. However, the total 
guaranty may not exceed the guaranty 
amount as calculated under § 36.4802(a). 

(Authority: 38 U.S.C. 3703(a), 3710) 

§ 36.4307 Interest rate reduction refi-
nancing loan. 

(a) Pursuant to 38 U.S.C. 3710(a)(8), 
(a)(9)(B)(i), and (a)(11), a veteran may 
refinance an existing VA guaranteed, 
insured, or direct loan to reduce the in-
terest rate payable on the existing loan 
provided that all of the following re-
quirements are met: 

(1) The new loan must be secured by 
the same dwelling or farm residence as 
the loan being refinanced. 

(2) The veteran owns the dwelling or 
farm residence securing the loan and 

(i) Occupies the dwelling or residence 
as his or her home; or 

(ii) Previously occupied the dwelling 
or residence as his or her home and cer-
tifies, in such form as the Secretary 
shall require, that he or she has pre-
viously occupied the dwelling or resi-
dence as a home; or 

(iii) In a case in which the veteran is 
or was unable to occupy the residence 
or dwelling as a home because the vet-
eran was on active duty status as a 
member of the Armed Forces, the 
spouse of the veteran occupies, or pre-
viously occupied, the dwelling or resi-
dence as the spouse’s home and cer-
tifies to that occupancy in such form 
as the Secretary shall require. 

(Authority: 38 U.S.C. 3710(e)(1)) 

(3) The monthly principal and inter-
est payment on the new loan is lower 
than the principal and interest pay-
ment on the loan being refinanced; or 
the term of the new loan is shorter 
than the term of the loan being refi-
nanced; or the new loan is a fixed-rate 
loan that refinances a VA-guaranteed 
adjustable rate mortgage; or the in-
crease in the monthly payments on the 
loan results from the inclusion of en-
ergy efficient improvements, as pro-
vided by § 36.4839(a)(4); or the Secretary 
approves the loan in advance after de-
termining that the new loan is nec-
essary to prevent imminent foreclosure 
and the veteran qualifies for the new 
loan under the credit standards con-
tained in § 36.4840. 

(4) The amount of the refinancing 
loan does not exceed: 

(i) An amount equal to the balance of 
the loan being refinanced, which is not 
delinquent, except as provided in para-
graph (a)(5) of this section, plus closing 
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