 NEW PROCEDURES FOR REFUNDING VA-GUARANTEED HOME LOANS



1.  Purpose.  This circular describes new procedures that are to be used in the refunding of VA-guaranteed home loans under Title 38 CFR 36.4318.



2.  Background.  The refunding of VA-guaranteed home loans has always been a time-consuming, labor-intensive process.  Loan holders frequently took months, and even years, to supply a claim for refunding and an acceptable assignment of the loan to VA.  In the past, VA was able to collect payments from the veteran-borrower during the interim period, and hold those funds in suspense until the loan could be established in the Portfolio Loan System.  Now that VA has contracted the servicing of our loan portfolio, we no longer have the capability to efficiently account for funds held in suspense.  Therefore, a new procedure was needed to establish the account with the contract servicer as quickly as possible.



3.  Summary of Changes.  The major changes in the way refunded loans will be handled are:

	

Loan holders will now be requested to submit the claim and assignment documents separately;

VA will establish a settlement date that is 60 days after the date VA approves the refunding request.  VA will pay interest and advances up to the settlement date regardless of any prior 4319f cutoff, provided VA Form 26-1874, Claim Under Loan Guaranty, is received prior to the settlement date;

VA will calculate the claim payable on the settlement date, even if no claim form has been received from the holder.  The claim will not be vouchered for payment, however, until acceptable title documentation has been received;

If no supporting documentation regarding liquidation expenses and advances has been received by the settlement date, these items will not be reimbursed; and

No supplemental claims will be paid on refunding claims, except to correct errors made by VA.

 

4.  Procedures.  Exhibit A contains new instructions for the processing of refundings on VA-guaranteed home loans.  These instructions will be incorporated into Manuals M26-3 and M26-4 in a future update.  In addition, exhibits B-F contain recommended letters and a worksheet referred to in the instructions.



5.  Releases.  Stations should incorporate paragraphs 2 and 3 into a local release informing loan holders of the changes in VA’s policy.  Stations do not need to submit copies of this release to Central Office.











LOCAL REPRODUCTION AUTHORIZED

�6.  Questions.  Questions regarding the new policy should be directed to Mr. Carl Wasson, Acting Assistant Director for Loan Management.  His telephone number is (202) 273-7345.



7.  Concurrence.  The concurrence of the Director, Office of Resource Management (24) was obtained prior to the release of this circular.



8.  Rescission:  This circular is rescinded July 1, 1999.



						By Direction of the Under Secretary for Benefits







						Keith Pedigo

						Director, Loan Guaranty Service



Distribution:	CO:	RPC 2023

SS(265B1)	FLD:	VBAFS, 1 each (Reproduce and distribute based on RPC 2023)

�REFUNDING PROCEDURES

Preparing A Package for Consideration

 

Introduction�The following procedures should provide VA with sufficient information to allow station management to make a fully informed decision as to whether or not to refund, and should assure that the borrower is well informed of some important drawbacks to the refunding program.�� 

Determining Ownership�If it is not readily apparent, determine if the party being considered for a refunding is actually the owner of the property.  Tenants, parties who have purchased the property on an installment contract for deed or any other person who is not actually the title holder on the property cannot be considered for refunding.  In addition, all parties on the title must be available and willing to cooperate with the refunding.��  

Requesting the Borrower’s Information �Exhibit B provides a recommended form letter that should be sent to the borrower when the LSR (Loan Service Representative) decides that refunding may be appropriate.  If the station chooses to use a letter other than the one provided, the letter should include all relevant information contained in the recommended letter.  It should be sent in duplicate, with a copy for the borrower to sign and return.  The letter should be accompanied by a blank financial statement of the station’s choosing, and VA Form 26-6807a, Supplemental Certification of Financial Statement.  While the LSR may continue gathering information regarding the indebtedness and the property value, a refunding may not be approved until the borrower has completed and returned all documents.  

�� Continued on next page
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Requesting the Holder’s Information�The loan holder should be contacted by telephone and informed that VA is considering a refunding.  If appropriate, the LSR should request that the holder suspend any pending liquidation action for 60 days or until VA has made a decision, whichever is sooner.  The holder should be requested to fax:



VA Form 26-567, Status of Loan Account.

Tax information including parcel or tax ID number (This information is usually contained in the tax information screen in the servicer’s system).

Flood and Hazard insurance information, including policy number, premium amount, and the name and address of the agent.

A copy of the most recent escrow analysis.

A follow-up letter confirming the refunding consideration and information request should be mailed to the holder.  Exhibit C provides a recommended letter, but stations may use alternative or modified letters, provided all relevant information is included. �� 

Determining the Property Value�The value of the property should be determined by means of a liquidation appraisal, if one has not already been completed within the previous six months.  VA Form 26-6713, Summary of Basis for Liquidation Procedure, should be completed to verify that the unguaranteed portion of the loan does not exceed the net value of the property.  If it does, the refunding cannot be accepted.  However, if this is the only reason that the refunding must be denied, the holder should be contacted and afforded the opportunity to forgive a portion of the indebtedness to allow the refunding to be approved.��

Ordering the Original Loan File�If the loan file is still on station, it may be useful to compare the current financial information with the original information, as the loan should be relatively new.  Generally, however, it should not be necessary to order the original loan file if it has been retired.  If the file is not on station, a “dummy” file should be created to hold the documents associated with the refunding as they accumulate.

��Continued on next page
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Follow-up�The LSR should diary the account for frequent follow-up until enough information has been received to make a decision, or the borrower has been sufficiently uncooperative to warrant a denial.  Holders should not, under any circumstances, be given directions to suspend foreclosure action for an indefinite period of time.



If a borrower fails to return the initial letter, financial statement, or VA Form 26-6807a, the LSR should contact the borrower by telephone and send a written notice reminding him or her that the information is required.  If the borrower still fails to return the necessary documentation, the LSR should deny the refunding request.��

�Processing a Refunding



Introduction�With the exception of the final paragraph, “Denying a Refunding,” the information in this section will deal with the procedures to follow from the time a decision has been made to refund the loan in accordance with the requirements set forth in M26-3, paragraph 2.38, until you are ready to establish a loan with the contract servicer.�� 

Assigning a New Loan Number�The new loan number for a refunded loan will be identical to the old 12-digit GI loan number, with the exception of the loan type.  Loans which were previously type “2” loans will be refunded as type “5” loans.  Type “6” loans will be refunded as type “8” loans.  For example, if the previous loan number was 99-99-2-1234567, the new refunded loan number will be

99-99-5-1234567. �� 

Notifying the Borrower�Once the decision to refund a loan has been approved by the LSR (with any necessary concurrences by station management) the borrower should be contacted by telephone and told that the refunding has been approved, and that VA will be sending a letter explaining the process shortly.



A letter should be sent to the borrower explaining:

That VA has decided to refund the loan.

Basic steps of the refunding process. 

That VA has assigned a new VA LIN (Loan Identification Number) (provide the loan number) and that this number must be provided with all future inquiries, payments, or correspondence.

Basic estimated loan information for the refunded loan, and that these figures are subject to change.

That, if insurance is not currently in force on the property, or if insurance has been force-placed by the holder, the borrower must obtain coverage and provide VA a copy of the declaration page within 10 days of the date of the letter.

That when a modification agreement is received, it must be executed and returned to VA within 10 days, or VA may initiate foreclosure.



This letter may be a form letter but it should be customized to fit the borrower’s specific circumstances.  A recommended form letter (exhibit d) is included with this package, but stations may use an alternate or modified letter provided all relevant information is included.

��Continued on next page
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Notifying the Holder�After notifying the borrower by telephone, but prior to drafting the notification to the lender, the LSR should contact the holder by telephone to:

Advise that VA has decided to refund the loan and all efforts to terminate the loan should cease immediately.

Provide the new VA LIN that must be included on all tax and insurance bills that might need to be sent to VA’s contract servicer.

Obtain the name, telephone number, and fax number of the person who processes refundings at that company.

Verify the following information:

Date of first uncured default.

Amount of any funds held in suspense.

Current principal balance.

Escrow/advance balance.

Monthly P & I (Principal and Interest) constant and T & I (Tax and Insurance) payment.



After the LSR contacts the holder by telephone, a letter should be faxed (and followed with a hard copy sent via regular mail) to the party provided in the telephone contact.  The letter should:

State that VA has decided to refund the loan.

Provide the new VA LIN.

Tell the holder to stop any efforts to terminate the loan immediately.

State that VA will pay interest and advances up to the earlier of the settlement date, which will be 60 days from the date of the letter, or the date of a previously established cutoff (the LSR should code the settlement date as a cutoff date in LCS (Liquidation and Claims System) at this time).

Inform the holder that, if VA established a cutoff date under 38 CFR 36.4319f that is prior to the proposed settlement date, that cutoff will be advanced to the settlement date if a completed VA Form 26-1874 is received prior to the settlement date (this does not apply to 4321b cutoffs).

State that the holder is responsible for payment of all taxes and insurance renewal premiums that can be paid before the settlement date, or before the holder submits VA Form 26-1874 to VA, whichever is earlier.

Explain that bills for taxes and insurance received after the settlement, or after the holder submits VA Form 26-1874, whichever is earlier, must be annotated with the VA LIN and immediately forwarded to the contract servicer.

��Continued on next page
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Notifying the Holder

(continued)�Explain that VA Form 26-1874 and the title documentation and assignment of the loan to VA may be submitted separately.

State that VA Form 26-1874 must be submitted no later than the cutoff date, but that the claim will not be paid until title to the loan is approved.

Stress the importance of accurately completing VA Form 26-1874, as no supplemental claims will be paid on refunded loans.

Notify the holder, that if VA Form 26-1874 is not received by VA on or before the settlement date, the claim will be calculated using the best information available on that day, and as stated earlier, no supplemental claims will be paid.

Request that VA Form 26-1874 be accompanied by the most recent escrow analysis, database records containing the legal description and parcel or other tax ID number, copies of the loan instruments, and the insurance policy(s), with the mortgagee’s interest endorsed to VA (The Secretary of Veterans Affairs, an Officer of the United States of America, successors or assigns, c/o Seasons Mortgage Group, Inc., 9325 Midlothian Turnpike, Suite A, Richmond, VA  23235).



An attachment listing all documentation that is needed to complete a refunding in each Regional Office’s or Regional Loan Center’s area of jurisdiction should be prepared and attached to the notification letter.  Exhibit E provides a recommended form letter, but stations may use an alternate or modified letter provided all relevant information is included.�� 

Following-up with the Holder�Aggressive follow-up will likely be necessary for the LSR to obtain all the information required to establish the account and complete the refunding.  

The case should be diaried for action 10 days prior to the settlement date, and the holder should be contacted by telephone if the information requested has not been received by that time.  It may be helpful to remind servicers, that if VA Form 26-1874 is not received by the settlement date, the claim will be calculated based on the best information available at the time.  This could result in substantial underpayments on the claim, and no supplemental claims will be honored.



After the claim has been received and calculated, the LSR will need to continue following-up periodically until acceptable title documentation has been received and approved by legal counsel. ��

Continued on next page
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Following-up with the Borrower for Insurance�If the borrower fails to provide an insurance policy declaration page (if homeowner’s insurance is not already in force) within 10 days after refunding has been approved, the LSR should contact the borrower by telephone and send a written notice notifying him or her that high-cost, force-placed insurance will be placed on the account, and that this coverage will not protect the borrower against loss or damage to their personal property.  In addition, the borrower should be told that force-placed insurance could result in a substantial increase in the monthly mortgage payment.  SMG (Seasons Mortgage Group) and the PLOU (Portfolio Loan Oversight Unit) should be notified that there is no homeowner’s policy in force and that insurance should be force-placed.��  

Receipt of Funds on Station�Stations will not request that the borrower submit funds directly to VA.  We do not expect that a station will ever have to deal with receipt of funds on a refunding case.  However, if a situation arises which makes it unavoidable that the LSR must accept funds on station, the funds should be submitted to Finance, and the account should be flagged by both Loan Service and Claims and Finance, to ensure that these funds are accounted for when calculating the new loan amount.  In addition, notice must be provided to both the PLOU and Station 385 concerning the amount of funds received and the circumstances which required that VA accept them.��

Denying a Refunding�If you find it necessary to deny a borrower’s request for refunding, you should notify the borrower and the lender as soon as possible.  You may contact each by phone, but a formal, written follow-up should be sent to both parties.  In the denial letter, you should explain as explicitly as practical the reasons VA is denying the refunding.  All information pertaining to the refunding request should be retained until the loan reinstates.  If the initiation of foreclosure necessitates the recall of the loan folder from retirement, the information should be retained in the loan folder.��  

�Calculating the Claim

 

Missing Claim Forms�If VA Form 26-1874 has not been received by the settlement date, the LSR should attempt to get as much information regarding the loan and outstanding charges as possible.  Attempts to gain information should include, but are not limited to:



Contacting the holder to determine if a completed VA Form 26-1874 has been sent, but not received (request that a copy be faxed).

Requesting that the holder provide a written payoff statement.

Requesting that the holder fax a copy of the ledger histories from the date of first uncured default.

Contacting the attorney handling any foreclosure action and requesting an itemized list of charges to date.



Once the LSR’s attempts to gain information on the loan have been exhausted and thoroughly documented, the claim should be calculated using the information on hand.  Principal balance and interest due can be estimated based on the original loan balance, an amortization schedule, and the last known date of first uncured default (ARM loans will require that you know the interest rate change date).  If no information regarding liquidation expenses was obtained, these items (with the exception of the VA appraisal) should not be included.�� 

Calculating the Claim�The claim should be calculated to determine the amount due the holder.  However, the claim should not be forwarded to Finance until appropriate title evidence has been received and approved by Legal Counsel.  If the claim was estimated without the use of VA Form 26-1874, the claim should not be sent to Finance until a signed VA Form 26-1874 has been received from the holder.  Any deviations from the amount claimed by the holder should be explained in writing.



Interest should be calculated through the settlement date or an earlier cutoff date established under 4319f or 4321b.  If a completed VA Form 26-1874 was received prior to the settlement date, any prior 4319f cutoff will be advanced to the settlement date.  This does not apply to cutoffs established under 4321b, and only applies if VA Form 26-1874 was received before the settlement date.�� 

�Processing the New Loan Setup Sheet

 

Introduction�As soon as the claim has been calculated, a New Loan Setup Sheet must be prepared to establish the account with the contract servicer.��

Completing an Escrow Analysis�An escrow analysis should be completed to determine the monthly T & I portion of the payment, and to determine the amount of funds necessary to establish the escrow account.  The monthly payment should be equal to 1/12 the total anticipated annual escrow expenditures.  The amount necessary to establish the account will be the amount that, when used as a starting figure in a trail balance, yields the highest minimum balance allowable under RESPA and state ordinances.  In the absence of more stringent local statute, a minimum balance of 1/6 the annual escrow expenditures will be used.



While it is not unacceptable to require the borrower to fund the new escrow account upon the establishment of the loan, it is preferable, and generally less cumbersome to fund the escrow account and include the amount in the beginning balance of the loan when it is reamortized.  ��

Calculating Interim Interest�Interim interest is interest charged on the ending principal balance of the old GI loan at the original note rate from the day after interest is last paid on the claim up to but not including the day interest begins to accrue on the reamortized balance (the first day of the month prior to the first scheduled payment).��

Determining the New Loan �The amount of the new loan should be calculated as follows:��Amount��Amount of Claim���+�Funds Needed to Establish Escrow���+�Interim Interest���-�Suspended Credits                          ����New Loan Amount��

Continued on next page

�Processing the New Loan Setup Sheet, Continued



Determining the New Loan Amount (continued)�As a general rule, there should not be any funds in suspended credits.  However, if there are, they may not be discovered until after the LSR has forwarded the setup sheet to the local station Finance section, or until station Finance has forwarded the setup sheet to Station 385 Finance.  In all cases, the Finance section should compare the amount of suspended credits reported by LS&C (Loan Service and Claims) on the worksheet (see exhibit F and “Preparing the New Loan Setup Sheet”) with the amount in Finance records.  If the amount in suspense is different from the amount reported by LS&C, the worksheet should be annotated with the amount actually in suspense and returned to LS&C for recalculation.  Station 385 should similarly compare the amounts reported to the amount held in suspense, and notify the PLOU of any discrepancy so the PLOU can correct the worksheet (after consultation with the station LS&C if needed for clarification) and return it to Station 385 for verification that all suspended credits will be disbursed.    ��

What are Cohort Years and Fund Identifiers?�Under Credit Reform, loans are to be budgeted and accounted for based on the year in which they were made or guaranteed.  VA must record a subsidy based on the anticipated losses, and borrow any funds necessary to cover the fund from Treasury.  Disbursements and collections (such as claims paid and interest earned on unexpended collections) associated with a particular loan are accounted for in a fund identified with the cohort year and loan type of that particular loan.  If available cohort funds are insufficient to pay claims, VA must obtain a specific appropriation from Congress for the cohort.



Loans that are modified are scored for budget purposes as occurring in the year of modification.  Modified loans must be put into the fund and cohort in the year in which the modification takes place and removed from the fund and cohort where the loan was originally accounted for.��

Continued on next page
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Determining the Appropriate Cohort Year and Fund Indicator�The cohort year of a particular loan is the fiscal year in which the loan originated, or was modified.  (A fiscal year runs from October 1 of the previous calendar year to September 30 of the same calendar year; i.e., FY 1998 is from October 1, 1997 through September 30, 1998.)  The only exception is for loans originated or modified prior to October 1, 1991.  These loans have all been arbitrarily assigned to FY 1973.  The table below displays the appropriate Fund Indicator based on Cohort Year and Loan Type:

���Treasury Fund Symbol�VA Fund Identifier�Loan Type�Cohort Year���4023�50�8�1973 Only���4025�46�5�1973 Only���4125�62�5�1992 through present Only���4127�64�8�1992 through present Only������Modifications include anything that changes the terms of the loan agreement.  Examples are reamortization, extension, lowering the interest rate, and forgiveness of debt (yearly T & I adjustments are not modifications because they are called for in the loan agreement).  All refunded loans will be modified, except the rare cases when the LSR chooses to establish the account in the same delinquent status in which it was received.



The effective date of a loan modification will not be the date the modification agreement was executed.  Rather, it will be the date on which the modification became effective, i.e., the date that interest begins to accrue on the new loan.��

Preparing the New Loan Setup Sheet�Once an escrow analysis has been completed, and the new loan amount and interim interest have been calculated, a New Loan Setup Sheet should be prepared according to existing instructions, in an electronic format that is compatible with Microsoft Office ™ software, and that can be sent through Microsoft Exchange ™.  Because most stations do not have software to support electronic signatures, the typed name of the parties preparing and reviewing the setup sheet will be acceptable.  Care should be exercised to ensure that the information on the setup sheet is accurate, particularly the loan information, cohort year, and fund indicator.  In addition, a worksheet containing the information shown in exhibit F should be completed in an electronic format.��

Continued on next page
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Preparing the New Loan Setup Sheet

(Continued)�When complete, the setup sheet and work sheet should be e-mailed to the station Finance section at an address agreed to by the two divisions.  A copy of the form should be retained, either in hard copy or in a secure electronic format (i.e., on the LSR’s hard drive with a back up copy on floppy disk or a shared network drive.)��

Station Finance Reviewing of the Setup Sheet�Station Finance will have three days to review, approve and forward the setup sheet.  A general scan of all items will be completed, with particular attention paid to the cohort year and fund indicator.  If any suspended funds are being held on station in connection with the loan, the setup sheet should be annotated as indicated in “Determining the New Loan Amount.”  Once the review has been completed and any necessary changes made by Loan Service and Claims, Finance will annotate the form with the name of the party completing the review and the date the review was completed, and will then e-mail the setup sheet to Station 385 Finance. ��

Station 385 Finance Reviewing of the Setup Sheet�Station 385 will:

Review the completed form for obvious errors.

Check to determine if any suspended funds are being held on station and annotate the worksheet with any funds not previously accounted for by LS&C and station Finance (see “Determining the New Loan Amount.”)

Note if the loan is a modification under Credit Reform and use the new loan interest accrual date and original loan date to make offsetting buy/sell interfund transactions in the General Ledger System.

Review any spreadsheet or report prepared by the contract servicer summarizing the escrow and loan balance of refunded loans.

If no suspended credits not previously accounted for by LS&C (either originally or upon request for a recalculation of the loan amount by station Finance) were found by either station or 385 Finance, forward the approved setup sheet to the contract servicer.  A copy will be retained for use by 385 and the PLOU, if the originating station later has questions.

If suspended credits not previously accounted for by LS&C were found, the setup and worksheet will be forwarded to the PLOU for recalculation of the loan and payment amount.  The PLOU will return the documents to 385 Finance after the recalculation, who should then complete the remaining tasks and forward the approved setup sheet to the contract servicer.��

�Paying the Claim and Completing the Modification Agreement



Paying the Claim�Once the legal paperwork assigning the loan to VA has been received and approved by legal counsel, the completed claim analysis and VA Form 26-1874 should be forwarded to station Finance for payment.  The assignment should be sent for recording if it was received from the holder unrecorded.��

Completing the Modification�Once the recorded assignment has been received and approved, Loan Service and Claims should request that legal counsel prepare a modification agreement based on the information contained in the loan setup sheet sent from Station 385 Finance to the contract servicer.  This modification agreement should be sent to the borrower for execution and then recorded.



If the borrower fails to return the modification agreement within 10 days, the LSR should attempt to contact the borrower by telephone, and also send a second copy of the agreement with a warning that failure to return the modification agreement will leave VA no choice but to return the account to its prior delinquent status and to initiate immediate foreclosure action.  In addition, the borrower should be warned that, if VA is forced to take this action, we may not offer to modify the loan in the future, and their only option to avoid foreclosure will be to fully reinstate or pay off the loan.



If, after a reasonable amount of time, the borrower still fails to return the modification agreement, the LSR’s attempts to contact the borrower should be documented, and the PLOU should be notified to return the loan to its original, pre-modified status, i.e., the ending principal balance from the GI loan will become the new loan amount, the due date will be the date of first uncured default from the GI loan, and any liquidation expenses, escrow advances, or other expenses paid by VA on the claim will be charged to the account.  Any funds received on the account should be applied to previous liquidation expenses, advances, late charges and finally, payments under the original terms of the loan.  Finally, the account should be referred for immediate foreclosure.��

�



	In Reply Refer To:	261

� MERGEFIELD VetMrMrsMs �«VetMrMrsMs»� � MERGEFIELD Vet1stname �«Vet1stname»� � MERGEFIELD Vetlastname �«Vetlastname»�	� MERGEFIELD OO �«OO»�-� MERGEFIELD OJ �«OJ»�-� MERGEFIELD GItype �«GItype»�-� MERGEFIELD loannumber �«loannumber»�

� MERGEFIELD Vetadd1 �«Vetadd1»�

� MERGEFIELD Vetadd2 �«Vetadd2»�

� MERGEFIELD VetcitySTZip �«VetcitySTZip»�



Dear � MERGEFIELD VetMrMrsMs �«VetMrMrsMs»� � MERGEFIELD Vetlastname �«Vetlastname»�:  



	VA (Department of Veterans Affairs) is considering refunding your loan.  A refunding is when VA buys your loan from your loan holder.  Refunding may give VA the flexibility to consider options to help you save your home that your current loan holder either could not or would not consider.



	VA must consider a number of factors to determine if refunding is feasible under your current situation, and if refunding is in the best interest of the government and the taxpayers.  Therefore, you (and your spouse, if you are married) must complete and return all of the enclosed forms, and sign and return a copy of this letter within 10 days if you wish to be considered for this program.  In addition, if a refunding is approved, you will probably be required to sign and return a modification agreement.  If you fail to do so, VA will have to foreclose your loan.



	While VA will not approve a refunding if we do not feel that it is the best alternative available to the borrower, there are some drawbacks to the refunding program that you must be aware of before you consent to this alternative:



Negative Equity - VA may modify the terms of your loan by adding any delinquent interest, liquidation expenses, and/or escrow advances, into your principal balance.  While this will give you a “fresh start” on your loan, your loan balance will go up, and you may end up owing substantially more than your property is worth.  This will make it very difficult to sell your home until you have paid the loan balance down, or the property’s value increases substantially.



Restricted Assumptions - Even if you previously had the option of allowing someone to assume your loan without restrictions, no party may assume a refunded loan without the permission of VA.  In general, VA will not approve assumptions on refunded loans.  Purchasers must obtain a new loan to pay off your existing loan.  In the rare event that VA does approve an assumption, and if VA lowered your interest rate subsequent to the refunding, the interest rate will return to its original pre-refunding rate upon approval of the assumption.

�2.

� MERGEFIELD Vet1stname �«Vet1stname»� � MERGEFIELD Vetlastname �«Vetlastname»�



Liability to VA - In some circumstances, transferee owners and the spouse of the original veteran may not be liable to repay VA in the event that the guaranteed loan is terminated and VA pays a claim.  However, by signing the VA Form 6807a included with this letter, you are agreeing to repay VA in the event that we suffer a loss if you fail to repay your loan as agreed.  The Department of Veterans Affairs is required to pursue repayment of any debt legally owed to us.



	It is very important that you understand these conditions before you request that VA consider refunding your loan.  If you have any questions or concerns, please call me at � MERGEFIELD LSRphone �«LSRphone»� so that we can discuss them.  Otherwise please sign this letter, complete the accompanying documentation, and return them to me within 10 days.



																				Sincerely,







	� MERGEFIELD LSRname �«LSRname»�

	� MERGEFIELD LSRtitle �«LSRtitle»�							

Enclosures				



I (we) have read and understand the possible consequences of refunding discussed in this letter.  By signing this letter, I (we) consent to these conditions and request that VA consider refunding my (our) loan.







Obligor’s signature��Co-obligor’s signature����������Date��Date��







�
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� MERGEFIELD Servname �«Servname»�		� MERGEFIELD OO �«OO»�-� MERGEFIELD OJ �«OJ»�-� MERGEFIELD GItype �«GItype»�-� MERGEFIELD loannumber �«loannumber»�

ATTN: � MERGEFIELD Servcontact �«Servcontact»�		� MERGEFIELD Servloannumber �«Servloannumber»�

� MERGEFIELD Servadd1 �«Servadd1»�		� MERGEFIELD Vetlastname �«Vetlastname»�, � MERGEFIELD Vet1stname �«Vet1stname»�

� MERGEFIELD Servadd2 �«Servadd2»�

� MERGEFIELD ServcitySTzip �«ServcitySTzip»�



RE:  Consideration of Refunding



	VA (Department of Veterans Affairs) is considering refunding the above cited loan.  We request that you suspend attempts to terminate this loan for 60 days, or until VA notifies you that the refunding request has been denied, whichever is earlier.



	In order to process the refunding request, we will need some information from your company.  Please fax me the following information:



A completed VA Form 26-567, Status of Loan Account;

Tax information including parcel or tax ID number (a copy of your systems’ tax information screen will be sufficient if it contains this information);

Flood and Hazard insurance information, including policy number and the name and address of the agent; and

A copy of the most recent escrow analysis.



In addition, please order a liquidation appraisal if one has not been completed within the last 6 months.



If the information requested above changes after you have submitted it to VA (e.g., you learn of damage to the property, you apply payments submitted by the borrower, etc.), please let us know.  We hope to expedite the consideration process to avoid an undue delay in foreclosure if this becomes necessary.  We would appreciate you providing this information as quickly as possible.  My fax number is � MERGEFIELD LSRfax �«LSRfax»�� LINK Excel.Sheet.5 \\Data Consider!R2C4 \a \t \* MERGEFORMAT ��.  If you have any questions or concerns, please call me at � MERGEFIELD LSRphone �«LSRphone»�� LINK Excel.Sheet.5 \\Data Consider!R1C4 \a \t \* MERGEFORMAT ��.



	Sincerely,







	� MERGEFIELD LSRname �«LSRname»�

	� MERGEFIELD LSRtitle �«LSRtitle»�	





�



	In Reply Refer To:	261

� MERGEFIELD VetMrMrsMs �«VetMrMrsMs»� � MERGEFIELD Vet1stname �«Vet1stname»� � MERGEFIELD Vetlastname �«Vetlastname»�	� MERGEFIELD OO �«OO»�-� MERGEFIELD OJ �«OJ»�-� MERGEFIELD Refundtype �«Refundtype»�-� MERGEFIELD loannumber �«loannumber»�

� MERGEFIELD Vetadd1 �«Vetadd1»�

� MERGEFIELD Vetadd2 �«Vetadd2»�

� MERGEFIELD VetcitySTZip �«VetcitySTZip»�



Dear � MERGEFIELD VetMrMrsMs �«VetMrMrsMs»� � MERGEFIELD Vetlastname �«Vetlastname»�:  



Your Refunding Has Been Approved



	VA (Department of Veterans Affairs) has approved your request for refunding.  Within the next 60 days, � MERGEFIELD Servname �«Servname»� will submit a claim to VA for the purchase of your home loan.  Your loan will then be serviced by SMG (Seasons Mortgage Group), who has been contracted by VA to service our portfolio of loans.



You Have a New Loan Number



	The 12-digit number shown to the right of your name above is a new loan identification number VA has assigned to your account.  It is very similar to your old VA number, except the “� MERGEFIELD Refundtype �«Refundtype»�” in the middle used to be a “� MERGEFIELD GItype �«GItype»�”.  Please be sure to use this new loan number anytime you call or send a letter to VA or SMG, and when you send your payments to SMG.



Your Loan Amount, and Payment Amount and Due Date Will Change



	The amount of your new payment will depend on the amount VA is required to pay � MERGEFIELD Servname �«Servname»�  for your loan.  However, we expect that your monthly payment will be approximately $� MERGEFIELD estpayment �«estpayment»�, based on an anticipated claim (and therefore principal balance) of $� MERGEFIELD estclaim �«estclaim»�, an interest rate of � MERGEFIELD NewIntRate �«NewIntRate»�%, and a maturity date of � MERGEFIELD lastpayment �«lastpayment»�.  These amounts are only estimates and are subject to change.  You should wait until you receive a payment coupon booklet from SMG before submitting your first payment.  Your first payment will be due on � MERGEFIELD Firstpayment �«Firstpayment»�.  If you do not get a payment coupon booklet in time to submit your payment before this date, you should contact SMG Customer Service at 800-542-4360 between 8:30 a.m. and 5:00 p.m. EST, Monday through Friday.  Explain to them that VA is in the process of refunding your loan, but that you have not yet received a payment coupon booklet.



�2.

� MERGEFIELD Vet1stname �«Vet1stname»� � MERGEFIELD Vetlastname �«Vetlastname»�



You Will Need To Sign A Modification Agreement



	While VA will establish your account with SMG as soon as we receive a claim from � MERGEFIELD Servname �«Servname»�, it may take some time before the legal paperwork is completed transferring ownership of the loan to VA.  At that time, VA will send you a modification agreement for you to execute and return within 10 days.  It is very important that you do this.  If you do not, VA will be required to return your account to its prior delinquent status and initiate immediate foreclosure action.



You Must Have Homeowners’ Insurance



	While you were behind on your loan, your homeowners’ insurance may have been canceled because � MERGEFIELD Servname �«Servname»� did not have enough money in escrow to pay the premiums.  It is also possible that � MERGEFIELD Servname �«Servname»� was required to force-place insurance on your property if you did not obtain coverage after your old policy was canceled.  If either of these situations applies to you, you must obtain and pay for a new homeowners’ insurance policy within 10 days of the date of this letter.  You or your insurance agent should provide a copy of the policy declaration page (with your new loan number written on it) to VA as soon as you obtain coverage.  The mortgagee’s interest in the new policy should be assigned to “The Secretary of Veterans Affairs, an Officer of the United States of America, successors or assigns, c/o Seasons Mortgage Group, Inc., 9325 Midlothian Turnpike, Suite A, Richmond, VA  23235.”  If you are unsure whether you have insurance in force, contact the Insurance Department at � MERGEFIELD Servname �«Servname»�.



Congratulations



	VA understands how important home ownership is to you.  We are pleased to be able to offer you this chance to save your home.  If you have questions about the information I have provided, please call me at � MERGEFIELD LSRphone �«LSRphone»�� LINK Excel.Sheet.5 \\Data Consider!R1C4 \a \t \* MERGEFORMAT ��.



	Sincerely,





	� MERGEFIELD LSRname �«LSRname»�

	� MERGEFIELD LSRtitle �«LSRtitle»�

	



�



	In Reply Refer To:	261

� MERGEFIELD Servname �«Servname»�		� MERGEFIELD OO �«OO»�-� MERGEFIELD OJ �«OJ»�-� MERGEFIELD Refundtype �«Refundtype»�-� MERGEFIELD loannumber �«loannumber»�

ATTN: � MERGEFIELD Servcontact �«Servcontact»�		� MERGEFIELD Servloannumber �«Servloannumber»�

� MERGEFIELD Servadd1 �«Servadd1»�		� MERGEFIELD Vetlastname �«Vetlastname»�, � MERGEFIELD Vet1stname �«Vet1stname»�

� MERGEFIELD Servadd2 �«Servadd2»�

� MERGEFIELD ServcitySTzip �«ServcitySTzip»�



RE:  Refunding Approval



	VA (Department of Veterans Affairs) has decided to refund the above cited loan.  All efforts to terminate this account should cease immediately.



Settlement Date



	VA is establishing � MERGEFIELD settlementdate �«settlementdate»�, as the settlement date for the refunding.  Unless there is a previous cutoff date established under 38 CFR 36.4319f, VA will reimburse you for interest and advances that accrue on the account through this date, even if you submit VA Form 26-1874, Claim Under Loan Guaranty, before then.  If there is a prior cutoff date in effect, VA will advance the cutoff date to � MERGEFIELD settlementdate �«settlementdate»�, if a completed VA Form 26-1874 is received by this office prior to that day.  Otherwise, the prior cutoff date will remain in effect.



Claim Computation and Payment



	VA Form 26-1874 may be submitted separately from the necessary title documentation listed in the attached instructions.  It is very important that you accurately complete and submit VA Form 26-1874 before � MERGEFIELD settlementdate �«settlementdate»�.  If you fail to do so, VA will calculate your claim payment based on the best information at our disposal on that day.  This could result in a substantial under-payment to you, as no supplemental claims will be paid on refunding claims.  While the principal balance and interest due can be easily estimated from available information, VA will not estimate liquidation expenses or advances.  If VA has not received an itemized listing of these items (on VA Form 26-1874 or otherwise,) along with supporting documentation such as billing statements and receipts, before � MERGEFIELD settlementdate �«settlementdate»�, these items will not be reimbursed.  While VA will calculate the claim on the settlement date, the payment will not be vouchered until all the listed documents have been received and approved by our legal counsel.



�2.

� MERGEFIELD Servname �«Servname»�



Tax and Insurance Bills



	You are responsible for paying all tax and insurance bills that can be paid prior to the settlement date.  Tax and insurance bills paid after the settlement date or after you have submitted VA Form 26-1874, whichever is earlier, will not be reimbursed.  Such bills should be annotated with the new VA Loan Identification Number, � MERGEFIELD OO �«OO»�-� MERGEFIELD OJ �«OJ»�-� MERGEFIELD Refundtype �«Refundtype»�-� MERGEFIELD loannumber �«loannumber»�, and forwarded to Seasons Mortgage Group, ATTN: Tax/Insurance Department, 9325 Midlothian Turnpike, Suite A, Richmond, VA  23235.  The new refunded loan number is identical to the old GI loan number except the “� MERGEFIELD Refundtype �«Refundtype»�” in the middle used to be a “� MERGEFIELD GItype �«GItype»�”.



	We appreciate your assistance in completing this refunding as quickly as possible.  If you need further information, please contact me at � MERGEFIELD LSRphone �«LSRphone»�� LINK Excel.Sheet.5 \\Data Consider!R1C4 \a \t \* MERGEFORMAT ��.



	Sincerely,







	� MERGEFIELD LSRname �«LSRname»�

	� MERGEFIELD LSRtitle �«LSRtitle»�



Enclosure



�Suspended Credits (not already accounted for below under "Loan Information”)			

�On Station:�����385:�����Total:���������Modification?���(y/n)�������Finance Information�����Original Cohort Year�����New Cohort Year�����Old Fund Indicator�����New Fund Indicator����������New Loan Information�����Claim to Former Holder�����Unpaid Principal�����+Advances�����+Other allowable expenses�����=Subtotal (1)�����+Interest to Settlement�����+Interim Interest�����+Funds Needed for Escrow�����=Subtotal (2)�����-Funds in Suspense�����=New Loan Amount����������
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