Cleveland Regional Loan Center’s VALERI Reference Guide

LOAN ADMINISTRATION

Loan Administration is responsible for the oversight of all activities involving VA
guaranteed loans from origination, until the loan is paid in full, or termination.

Cleveland Loan Administration specific oversight responsibilities include:

e Monitoring servicer activities and performance and intervening only as
needed.

Review cases and provide additional assistance on an exceptions basis.
Handle inquires on current loans and monitor partial releases of security.
Review exception claims prior to payment.

Monitor the incentive program.

Conduct post audits

Conduct industry and employee training.

Servicer Responsibilities:

Servicers are responsible for current and delinquent servicing of VA loans and for
reporting certain loan events to VA throughout the life of the loan, regardless of
whether the loan is current or delinquent. Borrowers may also contact you
directly with questions or information regarding their loan.

Servicers must service VA loans in conformity with procedures customarily used
by prudent lenders in servicing portfolios of similar conventional and government
loans. Servicers are also expected to comply with all applicable local, State, and
Federal statutes, such as the Real Estate Settlement Procedures Act (RESPA),
as amended, and regulations governing the VA Home Loan Program.

Delinquent Loan Servicing

A loan becomes delinquent when a borrower misses one or more mortgage
payments. You are responsible for servicing delinquent loans and working with



the borrower to reach an agreement that brings the loan current. Once the loan is
61 days delinquent, it becomes a reportable default. Once the loan becomes a
reportable default, you must report this event to VA, continue to work with the
borrower to reach a payment agreement, and report updates on the status of the
loan.

Roles and Responsibilities

Your Role - You are responsible for providing adequate servicing of delinquent
loans and for collecting past due payments by means of letters and telephone
contact with the borrower. You are also responsible for reporting delinquency
status updates to VA.

VA Role - VA’s role is primarily to monitor the delinquent loan servicing process.
VA only directly handles delinquent loan cases that are exceptions and require
technician analysis.

Refer to detailed instructions on pg 59 of the Servicer Guide.

INCENTIVES

VA pays incentives for successful home retention options and alternatives to
foreclosure. Each of the loss mitigation options has a VA-specified incentive
amount. VA publishes incentive amounts annually in the Federal Register.

Roles and Responsibilities

Your Role -You play the primary role in loss mitigation. You are required to
comply with VA regulations for considering and completing loss mitigation
options. You are also responsible for reporting required loss mitigation events
electronically. You receive incentive payments for successfully completed home
retention options and alternatives to foreclosure.

VA Role - VA performs oversight of the loss mitigation process and pays
incentives when applicable. VA may refer borrowers to you or conduct loss
mitigation analyses for borrowers on an exception basis.

Refer to detailed instructions on pg 85 of the Servicer Guide.



http://www.homeloans.va.gov/pdf/va_servicer_guide_final_20080425.pdf

FORECLOSURE

VA expects you to help veterans retain their homes and mitigate any losses.
When a delinquent loan cannot be cured through a loss mitigation option, prompt
termination of the loan is in the best interest of all parties. VA delegates the
management of the

foreclosure process to you, while retaining a supervisory role.

Roles and Responsibilities

Your Role -You manage the foreclosure process and follow VA guidelines to
complete the process. If foreclosure is the only available option, you must follow
state foreclosure law, schedule the foreclosure sale, order an appraisal,
determine net value, determine the foreclosure sale bid, and report foreclosure
sale events to VA. If you participate in the Servicer Appraisal Processing
Program (SAPP), you issue Notices of Value (NOVS).

VA Role - VA oversees the foreclosure process by reviewing all cases referred
for foreclosure to determine the adequacy of servicing on the loan. If you do not
participate in the SAPP, VA issues the NOV for the property. VA may
recommend postponing a foreclosure action if a technician determines that a loss
mitigation option is possible or that there is substantial equity.

Detailed instructions are found on pg 92 of the Servicer Guide.

Property and Title Transfers

Servicers ‘s have the option to transfer custody of a property to VA after a loan is
terminated through foreclosure or deed-in-lieu of foreclosure (DIL). A transfer of
custody is a transfer of property to VA and is conditional upon VA’s approval of
title. If there is an invalid sale or improper transfer of custody, or there are title
problems, VA returns

custody of the property to you.

Roles and Responsibilities
Servicer Role - You are responsible for ensuring that custody of the property is

transferred to VA within 15 days after loan termination and submitting complete
and acceptable title evidence to VA within the appropriate timeframe. You must
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also understand the reasons why VA returns custody, and report to VA any time
you discover that a return of custody is necessary.

VA Role - VA accepts custody of properties, makes appropriate acquisition
payments, and reviews title evidence to ensure that title is acceptable. VA also
returns custody when

necessary.

Detailed instructions are found at pg 101 of the Servicer Guide.

CLAIMS

As a Servicer you have the option of filing a claim for loans terminated through
foreclosure, deed-in lieu of foreclosure (DIL), and compromise sale. You may
also submit claims for refunded loans and terminated mobile home loans. All
claims must be submitted through the Servicer Web Portal within the required
timeframe.

Roles and Responsibilities
Servicer Role - You are responsible for filing claims within required timeframes.
You must also provide the required data for calculating the claim amount and
submit supporting documentation if required by VA.
VA Role - VA reviews, processes, and pays claims. VA also determines whether

claim adjustments are necessatry.

Refer to detailed instructions and timeframes on pg 110 of the Servicer Guide.

APPEALS

As a servicer you may appeal VA's decision on incentives, claims, acquisition
payments, late conveyances, regulatory infractions, and Bills of Collection
(BOCs). You have 30 days from the date VA posts a decision to the Servicer
Web Portal to submit your appeal

along with your justification and supporting documentation.
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Roles and Responsibilities
Servicer Role — Servicers are responsible for submitting appeals of VA
decisions when they disagree with the outcome. Servicers submit appeals via
the Servicer Web Portal. VA requires servicers to provide any supporting
documentation along with their justification.

VA Role — Review the appeals and approve or deny the appeal.

Detailed instructions are found at pg 142 of the Servicer Guide.

BILLS OF COLLECTION

VA issues a bill of collection (BOC) any time it determines that a servicer should
not have received all or part of a previous incentive, acquisition, or claim
payment. Most BOC are generated due to post-audit findings, while others may
be generated as a result of specific events, such as a cure reversal or a return of
custody of a property to the servicer. VA offsets future payments to servicers if
they do not satisfy BOC on time.

Roles and Responsibilities

Your Role - When the servicer receives a BOC, you must either appeal the
BOC, or satisfy the BOC to avoid future payment offsets.

VA Role - VA is responsible for issuing BOC when they determine that a servicer
should not have received all or part of a previous incentive, acquisition, or claim
payment.

Refer to detailed instructions on pg 137 of the Servicer Guide.

Post Audits

The post-audit process is essential to ensure the fiscal integrity of the VA Home
Loan program and to protect the interests of the veterans and the Government.
VA conducts a post-audit on a random selection of loans that meet certain
criteria, which includes loans for which servicers received an incentive or claim
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payment, as well as loans for which servicers completed loss mitigation options,
loan terminations, or partial releases of security.

Roles and Responsibilities

Servicer Role- The servicer is responsible for complying with the post-audit
process by submitting appropriate documentation within 30 days of being notified
of a post-audit selection. They are responsible for complying with post-audit
results including Bill Of Collection (BOC) payments, additional training, or on-site
audits if necessary. The Servicer is also expected to retain post-audit
documentation for three years in accordance with 38 CFR 4833. If VA discovers
that a payment was erroneously paid the Servicer may be required to return the
incentive or claim payment to VA.

VA Role — Review loans selected for post-audit and decide whether or not any
payments to the servicer of the loan are proper and fully supported. If the claim
is not properly of fully supported, VA may issue a bill of collection (BOC).

For additional information please review pg 134 Chapter 10 of the Servicer
Guide.
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