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§36.4507

into an agreement with the borrower
which will permit the latter tempo-
rarily to repay the obligation on a
basis appropriate to the borrower’s ap-
parent current ability to pay or may
enter into an appropriate recasting or
extension agreement: Provided, That no
such agreement shall extend the ulti-
mate repayment of a loan beyond the
expiration of 30 years and 32 days from
the date of the loan. Provided further,
That nothing in this section shall be
deemed to limit the forbearance or in-
dulgence which the Secretary may ex-
tend in an individual case pursuant to
the provisions of 38 U.S.C. 3720(f).

[46 FR 43675, Aug. 31, 1981]

§36.4507 Refinancing of mortgage or
other lien indebtedness.

(a) Loans may be made for the pur-
pose of refinancing (38 U.S.C. 3710(a)(5))
an existing mortgage loan or other in-
debtedness secured by a lien of record
on a dwelling or farm residence owned
and occupied by an eligible veteran as
the veteran’s home, provided that:

(1) The amount of the loan does not
exceed the sum due the holder of the
mortgage or other lien indebtedness on
such dwelling or farm residence, and
also is not more than the reasonable
value of the dwelling or farm residence,
and

(2) The loan is otherwise eligible.

(b) A refinancing loan for an amount
which exceeds the sum due the holder
of the mortgage or other lien indebted-
ness (the excess proceeds to be paid to
the veteran) may also be made, Pro-
vided, That:

(1) The loan is otherwise eligible, and

(2) The issuance of a commitment to
make any such loan for an amount
which exceeds eighty (80) percent of the
reasonable value of the veteran’s dwell-
ing or farm residence shall require, un-
less the Under Secretary for Benefits
otherwise directs, the approval of the
Executive Director, Loan Guaranty
Service.

(c) Nothing shall preclude making a
loan pursuant to the provisions of 38
U.S.C. 3710(a)(b) to an eligible veteran
having home loan guaranty entitle-
ment to refinance a loan previously
guaranteed insured or made by the Sec-
retary which is outstanding on the
dwelling or farm residence owned and
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occupied or to be reoccupied after the
completion of major alterations, re-
pairs, or improvements to the prop-
erty, by the veteran as the veteran’s
home.

(Authority: 38 U.S.C. 3711)

(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) 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.

[35 FR 18872, Dec. 11, 1970, as amended at 46
FR 43675, Aug. 31, 1981; 49 FR 42571, Oct. 23,
1984; 61 FR 28059, June 4, 1996]

§36.4508 Transfer of property by bor-
rower.

(a) Direct loans for which commit-
ments are made on or after March 1,
1988, are not assumable without the
prior approval of the Department of
Veterans Affairs or its authorized
agent. The following shall apply:

(1) The Department of Veterans Af-
fairs shall include in the mortgage or
deed of trust and the promissory note
or bond on any loan for which a com-
mitment was made on or after March 1,
1988, the following warning in a con-
spicuous position in capital letters on
the first page of the document in type
at least 2% times larger than the reg-
ular type on such page: “THIS LOAN
IS NOT ASSUMABLE WITHOUT THE
APPROVAL OF THE DEPARTMENT
OF VETERANS AFFAIRS OR ITS AU-
THORIZED AGENT”. Due to the dif-
ficulty in obtaining some commercial
type sizes which are exactly 2% times
larger in height than other sizes, minor
deviations in size will be permitted
based on commercially available type
sizes nearest to 2% times the size of the
print on the document.

(2) The instrument securing a direct
loan for which a commitment is made
on or after March 1, 1988, shall include:

(i) A provision that the Department
of Veterans Affairs or other holder may
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