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(ii) Entitlement for manufactured
home loans that are to be guaranteed
under 38 U.S.C. 3712 may not exceed
$20,000.

(3) If a veteran previously secured a
manufactured home loan under 38
U.S.C. 3712, the amount of entitlement
used for that loan is subtracted from
$36,000. The sum remaining is the
amount of available entitlement for
home loans and the sum remaining may
be increased by up to $14,750 if the loan
amount exceeds $144,000 and the loan
is for purchase or construction of a
home or purchase of a condominium.
To determine the amount of entitlement
available for manufactured home loans
processed under 38 U.S.C. 3712, the
amount of entitlement previously used
for that purpose is subtracted from
$20,000. The sum remaining is the
amount of available entitlement for use
for manufactured home loan purposes
under 38 U.S.C. 3712.
(Authority: 38 U.S.C. 3703, 3712)

* * * * *
(j) * * *
(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; or

(3) The loan has been repaid in full,
and the loan for which the veteran seeks
to use entitlement is secured by the
same property which secured the fully
repaid loan; or

(4) In a case in which the veteran still
owns the property purchased with a
VA-guaranteed loan, the Secretary may,
one time only, restore entitlement used
on that loan 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.

(k) The Secretary may, in any case
involving circumstances deemed
appropriate, waive either or both of the
requirements set forth in paragraphs
(j)(1) and (j)(2)(i) of this section.
(Authority: 38 U.S.C. 3702(b), 3710)

* * * * *
10. In § 36.4306a, the introductory

text of paragraph (a) and paragraph
(a)(3) are revised, to read as follows:

§ 36.4306a Interest rate reduction
refinancing 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
interest rate payable on the existing loan
provided the following requirements are
met:
* * * * *

(3) The amount of the refinancing
loan may not exceed:

(i) An amount equal to the sum of the
balance of the loan being refinanced and
such closing costs as authorized by
§ 36.4312(d) and a discount not to
exceed a dollar amount determined in
accordance with § 36.4312(d)(7)(i); or

(ii) In the case of a loan to refinance
an existing VA guaranteed or direct loan
and to improve the dwelling securing
such loan through energy efficient
improvements, an amount equal to the
sum of the amount referred to with
respect to the loan under paragraph
(a)(3)(i) of this section and the amount
authorized by § 36.4336(a)(4);
(Authority: 38 U.S.C. 3710(a))

* * * * *
11. Section 36.4311 is revised to read

as follows:

§ 36.4311 Interest rates.
(a) In guaranteeing or insuring loans

under 38 U.S.C. chapter 37, the
Secretary 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
Secretary. The Secretary may, from time
to time, change that election by
publishing a notice in the Federal
Register. However, the interest rate of a
loan for the purpose of an interest rate
reduction under 38 U.S.C. 3710(a)(8),
(a)(9)(B)(i), or (a)(11) must be less than
the interest rate of the VA loan being
refinanced. This paragraph does not
apply in the case of an adjustable rate
mortgage being refinanced under 38
U.S.C. 3710(a)(8), (a)(9)(B)(i), or (a)(11)
with a fixed rate loan.
(Authority: 38 U.S.C. 3703, 3710)

(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. 3710(a)(8), (a)(9)(B)(i),
and (a)(11). For loans bearing an interest
rate agreed upon by the veteran and the
lender, the provisions of § 36.4312(d)(6)
and (d)(7) do not apply.
(Authority: 38 U.S.C. 3703, 3710)

(c) Interest in excess of the rate
reported 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 default:
Provided, that a late charge not in excess
of an amount equal to 4 percent on any
installment paid more than 15 days after
due date shall not be considered a
violation of this limitation.
(Authority: 38 U.S.C. 3710)

(d) Adjustable rate mortgage loans
which comply with the requirements of
this paragraph (d) are eligible for
guaranty.

(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 weeks) Treasury bills
adjusted 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
maturity, is based on the closing market
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 Statistical Release
Report H. 15 (519) is released each
Monday. These one year constant
maturity Treasury bill yields are also
published monthly in the Federal
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 no 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 interest 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 available 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.


