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Chapter 8  Fees and Charges Paid by the Borrower
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How to Use This Chapter


 


Introduction�
This chapter provides internal procedures related to: 


�SYMBOL 183 \f "Symbol" \s 10 \h�	Fees and charges a veteran can pay in accordance with VA regulations


AND


�SYMBOL 183 \f "Symbol" \s 10 \h�	The VA funding fee.  





It also contains tables of percentages used to calculate the VA funding fee.





Use this chapter in conjunction with chapter 6, sections I and II, of the Lender's Handbook.�
�
 


�
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Heading�
�
Subjects in this Chapter�
8.01  Allowable Fees and Charges�
�SYMBOL 183 \f "Symbol" \s 10 \h�	Where to Find Information


�SYMBOL 183 \f "Symbol" \s 10 \h�	Fees Requiring Central Office Approval�
�
�
8.02  The VA Funding Fee�
�SYMBOL 183 \f "Symbol" \s 10 \h�	Funding Fee Tables


�SYMBOL 183 \f "Symbol" \s 10 \h�	Funding Fees Remitted Directly to the Station


�SYMBOL 183 \f "Symbol" \s 10 \h�	Late Fees and Interest


�SYMBOL 183 \f "Symbol" \s 10 \h�	Lost or Missing Receipts


�SYMBOL 183 \f "Symbol" \s 10 \h�	Accessing the LGY Funding Fee Report


�SYMBOL 183 \f "Symbol" \s 10 \h�	Refunding the Fee to the Lender or Veteran


�SYMBOL 183 \f "Symbol" \s 10 \h�	Disposition Instructions�
�
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8.01  Allowable Fees and Charges





 


Where to Find Information�
A veteran may only pay the fees and charges specified in VA regulations at 38 CFR 36.4312.  





Chapter 6, section I, of the Lender's Handbook provides further detail.�
�
 


Fees Requiring Central Office Approval�
Fees other than those specified in the regulations may be paid by a veteran if the fees are proper local variances authorized by Central Office.





If a fee not specified in the regulations:


Is normally paid by the borrower in your station's jurisdiction


Is considered reasonable and customary in your station's jurisdiction


AND


Its approval would assist veterans in completing loan transactions rather than serve as a detriment to veteran/borrowers,


THEN


Submit a request for authorization of the fee to Central Office (264).  Include:


An explanation of the fee


All pertinent facts


The impact on the veteran�
�
 


8.02  The VA Funding Fee 





 


Funding Fee Tables�
PURCHASE AND CONSTRUCTION LOANS�
�



Type of 


Veteran�






Down Payment�
Percentage for First Time Use�
Percentage for Subsequent Use�
�
Regular Military�
None


5% or more (up to 10%)


10% or more�
2.00%


1.50%


1.25%�
   3.00%  *


1.50%


1.25%�
�
National Guard/ Reserves�
None


5% or more (up to 10%)


10% or more�
2.75%


2.25%


2.00%�
   3.00%  *


2.25%


2.00%�
�
�
*see key after funding fee tables�
�
Continued on next page


8-1


�
M26-1, Revised	February 4, 1998


Change 3


8.02  The VA Funding Fee, Continued





 


Funding Fee Tables  (continued)�
�
�
�
CASH-OUT REFINANCING LOANS�
�
Type of Veteran�
Percentage for First Time Use�
Percentage for Subsequent Use�
�
Regular Military�
2.00%�
3.00%  *�
�
National Guard/ Reserves�
2.75%�
3.00%  *�
�
 


�
NATIVE AMERICAN DIRECT LOANS�
�
Percentage for First Time Use for Either Type of Veteran�
Percentage for Subsequent Use for Either Type of Veteran�
�
1.25%�
3.00%  *�
�



�
OTHER TYPES OF LOANS�
�
Type of Loan�
Percentage for Either Type of Veteran  Whether First Time or Subsequent Use�
�
Interest Rate Reduction Refinancing Loans�



.50%�
�
Manufactured Home Loans�
1.00%�
�
Loan Assumptions�
.50%�
�
Vendee Loans�
1.00%�
�



�
*The higher subsequent use fee does not apply to these types of loans if the veteran's only prior use of entitlement was for a manufactured home loan.





See the "Calculation of the Funding Fee" heading in section 10.01 of this manual for funding fee calculations on joint home loans.�
�



Funding Fees Remitted Directly to the Station�
[Lenders are required to pay the funding fee by electronic funds transfer.  However, a station may choose to accept a check on station for payment of the funding fee on a case-by-case basis if circumstances justify deviation from this requirement.  The following procedures apply:


Calculate the funding fee and any shortage, late fee or interest due.


Deposit the lender’s check with the agent cashier. 


Document the lender ID Code PLUS the data requested as fields 1 through 11 of the data entry procedures for electronic payment of the funding fee.�
�
Continued on next page
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8.02  The VA Funding Fee, Continued


 


Funding Fees Remitted Directly to the Station  (continued)�
�
�
�
Provide one copy to the lender for its records.


Keep one copy for the file.


Tell the lender to remit all future funding fees electronically.](This does not apply to vendee loans sold to trusts with recourse.  Trust servicers must remit such fees to the station.)�
�
 


Late Fees and Interest�
In most cases, the funding fee receipt(s) submitted by the lender will indicate whether a late fee and/or interest were assessed, and whether the lender has paid them.  Stations are responsible for ensuring a lender has paid any late fee and/or interest indicated on the receipt.  [Never have the lender calculate the late fee and/or interest.]  


 


DO NOT calculate a late fee and/or interest if the receipt submitted shows the funding fee paid in full, with no indication that a late fee and/or interest were assessed, even if it appears the funding fee was paid late.





[Stations should calculate the late fee and any interest due only when one of the following limited circumstances occurs:


Central Office requests the station to do so in a particular case or cases.


OR


A funding fee check is accepted on station and is late.


OR


The receipt is missing and the LGY Funding Fee Report or the lender's bank records indicate that the funding fee was paid late, AND there is no record of any late fee and/or interest being paid.]





In these cases, calculate the late fee and any interest due as follows�
�
Step�
Action�
�
1�
Calculate 4 percent of the funding fee amount (This is the late fee).�
�
2�
If the funding fee was remitted more than 30 days after loan closing, calculate the amount of interest due.


Obtain the current Treasury Rate for charges on late payments from the Central Office Funding Fee Coordinator.


Divide this rate by 365 (to arrive at the rate per day).


Multiply the result by the funding fee amount.


THEN


Multiply by the number of days late.�
�
Continued on next page
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8.02  The VA Funding Fee, Continued





 


Late Fees and Interest  (continued)�
�
�
Step�
Action�
�
3�
Add the results of step 1 and 2 to arrive at the total late fee and interest due from the lender.�
�
 


Lost or Missing Receipts�
Lenders are instructed to call the VA station to confirm any payment for which they did not get a receipt.  Provide the lender with the appropriate information from the computerized LGY Funding Fee Report.  [Access instructions are under the next heading.]  If the report shows the funding fee was paid, either:


Provide the lender with a copy of the report screen evidencing the payment to submit with the loan package 


OR


Place a copy of the report screen in the loan file or annotate the file.





[If this method is unavailable, instruct the lender to submit (with the loan package):


A note stating that they did not get a receipt


A copy of the loan data transmitted 


AND 


A copy of the bank statement showing a debit for the fee.]





Payments can be confirmed using microfiche records.


Use COIN LEF 2, VA Funding Fee Report of Collections, to verify payments made.


Use COIN LEF 3, VA Funding Fee Timeliness of Remittances, to determine if a late fee and interest have been assessed and are outstanding.�
�
   


Accessing the LGY Funding Fee Report�
To gain access to the LGY Funding Fee Report:


1.  Obtain a customer ID issued by the VA Austin Automation Center (VAAAC).


Submit a request for a customer ID, using VA Form 9957, Time Sharing Request Form, to the VAAAC Help Desk.


The request may be faxed.


The customer ID consists of a letter, then your 3-digit station number, then your first, middle, and last initial.  Example - S350FIL�
�



Continued on next page
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�styleref "Map Title"�8.02  The VA Funding Fee, Continued


 


�styleref "Block Label"�Where to Find Information� (continued)�
�
�



�
2.  Request LGY Funding Fee Report Access by e-mail from the designated person at VAAAC.  Include:


�SYMBOL 183 \f "Symbol" \s 10 \h�	The name and phone number for the point of contact for your office


AND


�SYMBOL 183 \f "Symbol" \s 10 \h�	For each employee (customer) who will be using the system, the customer's VAAAC customer ID number, followed by the last name, first name, and middle initial.





3.  Your station's point of contact will be notified when access is granted.


�SYMBOL 183 \f "Symbol" \s 10 \h�	The notification will include instructions for accessing the report.�
�



Refunding the Fee to the Lender or Veteran �
Whenever a veteran or lender requests a refund of all or a portion of a funding fee, determine whether a refund is due, the amount to be refunded, and the party to whom it should be refunded.





The following table provides circumstances under which VA refunds the entire funding fee, and corresponding procedures.�
�
 


If�
Then�
�
A funding fee was submitted with the loan package with a note that the veteran is exempt, but no proof of the veteran's exempt status.�
Verify the veteran's exempt status and refund the entire fee.�
�
The veteran has been awarded disability compensation in the period since the loan was closed, and now requests a refund.


�
Determine the "effective date of the award." 


�SYMBOL 183 \f "Symbol" \s 10 \h�	If the "effective date of the award." was a date prior to loan closing, refund the funding fee.  


�SYMBOL 183 \f "Symbol" \s 10 \h�	If the "effective date of the award" was after loan closing, do not refund the fee.�
�



Continued on next page
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�styleref "Map Title"�8.02  The VA Funding Fee, Continued


 


�styleref "Block Label"�Refunding the Fee to the Lender or Veteran� (continued)�
�
�



If�
Then�
�
The veteran has been awarded disability compensation in the period since the loan was closed, and now requests a refund (continued)


�
To determine the "effective date of the award"


�SYMBOL 183 \f "Symbol" \s 10 \h�	The effective date for payment of the compensation indicated in VA's award letter to the veteran is not necessarily the "effective date of the award."  


�SYMBOL 183 \f "Symbol" \s 10 \h�	If the veteran applied for disability compensation within one year from his or her date of discharge or release, the day following the discharge or release date will be the "effective date of the award."  


�SYMBOL 183 \f "Symbol" \s 10 \h�	If the veteran applied more than one year after discharge or release, contact Adjudication to verify the "effective date of the award."�
�
VA improperly issued a Certificate of Eligibility to an ineligible veteran or otherwise determined the loan is ineligible for guaranty, and has informed the lender that the loan is not guaranteed by VA and no subsequent claim will be paid on the loan.�
See the "What to do with the Review Findings" heading in section 12.02 for a better understanding of circumstances under which this might occur.





Refund the funding fee since the loan is not VA-guaranteed.�
�



�
EXAMPLE:  Donna was discharged June 30, 1995.  She closed on a VA loan July 7, 1995, and paid a funding fee.  She received an award letter in February of 1996 which stated that the effective date of her disability compensation payments was August 1, 1995.  She is entitled to a refund of the funding fee because the "effective date of the award" was July 1, 1995, which was prior to loan closing.�
�



-Continued on next page
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�styleref "Block Label"� Refunding the Fee to the Lender or Veteran (continued)�
�
�



 �
The following table provides circumstances under which VA refunds a portion of the funding fee, and corresponding procedures.�
�



If�
Then�
�
The lender requests a refund based on accidental over-payment of the funding fee.�
Calculate the correct funding fee and refund the portion attributable to any overpayment.�
�



�
Use the following table to determine who the refund goes to, and corresponding procedures. �
�



If�
Then�
�
The veteran paid the funding fee in cash.


�
Give the refund to the veteran.


�
�
The funding fee was financed in the loan.


�
Give the refund to the lender.


�SYMBOL 183 \f "Symbol" \s 10 \h�	Request that the lender submit evidence that the refund was applied against the principal balance of the loan.


�SYMBOL 183 \f "Symbol" \s 10 \h�	If the loan is held by a party other than the original lender, or has been refinanced, and the current holder objects to applying the refund to the loan balance, consult Central Office (264).�
�



Disposition Instructions�
Disposition instructions contained in RCS VB-1, part I, item No. 12-076.000 will apply to VA Forms 26-0500, 26-1820, 26-8149, 26-8646, 26-8998, and 26-8999; item No. 12-146.000 will apply for VA Form 26-1843a, item No. 12-148.100 for VA Forms 26-1815/1815a.�
�
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