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VIRGINIA REGISTER

The Virginia Register is an official state publication issued
every other week throughout the year. Indexes are published
quarterly, and the last index of the year i$ cumulative.

The Virginia Register has several functions. The full texi of all
regulations, both as proposed and as finally adopted or changed
- by amendment are required by law to be published in the
Virginia Register of Regulations.

In addifion,
information about state government, including all Emergency
Regulations issued by the Governor, and Executive Orders, the
Virginia Tax Bulletin issued periodically by the Department of
Taxation, and notices of all public hearings and open meetings of
state agencies,

ADOPTION, AMENDMENT, AND REPEAL OF REGULATIONS

An agency wishing to adoept, amend, or repeal regulations must
first publish in the Virginia Register a notice of proposed action;
a basis, purpose, impact and summary statement; a notice giving
the public an opportunity to comment on the proposal, and the
text of the proposed regulations.

Under the provisions of the Administrative Process Act, the
Registrar has the right to publish a summary, rather than the full
text, of a regulation which is considered to be too lengthy. In
such case, the full text of the regulation will be available for
public inspection at the office of the Registrar and at the office
of the promulgating agency.

Following publication of the proposal in the Virginia Register,
sixty days must elapse before the agency may take action en the
proposal.

During this time, the Governor and the General Assembly will
review the proposed regulations. The Governor will transmit his
comments on the regulations to the Registrar and the agency and
such comments will be published in the Virginia Register.

Upon receipt of the Governor's comment on a proposed
regulation, the agency (i) may adopt the proposed regulation, if
the Governor has no objection to the regulation; (ii) may modify
and adopt the proposed regulation after considering and
incorporating the Governor's suggestions, or (iil) may adopt the
regulation without changes despite the Governor’s
recommendations for change.

The appropriate standing committee of each branch of the
General Assembly may meet during the promulgation or final
adoption process and file an objection with the Virginia Registrar
and the promuigating agency. The objection will be published in
the Virginia Register. Within {wenty-one days afier receipt by the
agency of a legislative objection, the agency shall file a response
with the Regisirar, the objeciing legislative Committee, and the
Governor

When final action is taken, the promulgating agency must again
publish the text of the regulation, as adopted, highlighting and
explaining any substantial changes in the final regulation. A
thirty-day final adoption period will commence upon publication in
the Virginia Register.

The Governor will review the final regulation during this time
and if he objects, forward his objection to the Registrar and the
agency. His objection will be published in the Virginia Register. If
the Governor finds that changes made to the proposed regulation
are substantial, he may suspend the regulatory process for thirty
days and require the agency to solicit additional public comment
on the substantial changes,

A regulation becomes effective at the conclusion of this
thirty-day final adoption period, or at any other later date
specified by the promulgating agency, uniess (i} a legislative
objection has been filed, in which event the regulation, unless
withdrawn, becomes effective on the date specified, which shall

the Virginia Register is a source of other

be after the expiration of the twenty-one day extension period; or
{ii) the Governor exercises his authority to suspend the regulatory
process for solicitation of additional public comment, in which
event the regulation, unless withdrawn, becomes effective on the
date specified which daie shall be after the expiration of the
period for which the Governor has suspended the regulatory
process. )

Proposed action on regulations may be withdrawn by the
promulgating agency at any time before the regulation becomes
final,

EMERGENCY REGULATIONS

If an agency determines thaf an emergency situation exists, it
then requests the Governor to issue an emergency regulation. The
emergency regulation becomes operative upon its adoption and
filing with the Registrar of Regulations, uniess a later date is
specified. Emergency regulations are limited in time and cannot
exceed a twelve-months duration. The emergency regulations wili
be published as quickly as possible in the Virginia Register.

During the time the emergency status is in effect, the agency
may proceed with the adoption of permanent regulations through
the usual procedures (See “Adoption, Amendment, and Repeal of
Regulations,” above). If the agency does not choose to adopt the
regulations, the emergency status ends when the prescribed time
limit expires. .

STATEMENT

The foregoing constitutes a generalized statement of the
procedures to be followed. For specific statutory language, it is
suggested that Articie 2 of Chapter 1.1:1 (§§ 9-6.14:6 through
9-6.14:9) of the Code of Virginia be examined carefully.

CITATION TO THE VIRGINIA REGISTER

The Virginia Register is cited by volume, issue, page number,
and date. 1:3 VAR, 7577 November 12, 1984 refers to Volume 1},
Issue 3, pages 75 through 77 of the Virginia Register issued on
November 12, 1984, '

“The Virginia Register of Regulations” (USPS-001831) is
published bi-weekly, except four times in January, April, July and
October for $100 per year by the Virginla Code Commission,
General Assembly Building, Capitol Square, Richmond, Virginia
23219, Telephone (804) 786-3581. Second-Class Postage Rates Paid
at Richmond, Virginia. POSTMASTER: Send address changes to
the Virginia Register of Regulations, 910 Capitol Street, 2nd Floor,
Richmond, Virginia 23219,

The Virginia Repgisier of Regulations is published pursuant to
Articie 7 of Chapter 111 (§ 9-6.142 ei seq) of the Code of
Virginia. Individual copies are available for $4 each from the
Registrar of Regulations.

Members of the Virginia Code Commission: Joseph V. Gartlan,
Jr. , Chairman, W. Taylee Murphy, Jr.,, Vice Chairman; Russell
M. Carneal; Bernard 5. Cohen; Gail S. Marshall; E. M. Miller,
Ir; Theodore V. Morrison, Jr.; William F. Parkersen, Jr
Yackson E. Reasor, Jr. )

Staff of the Virginia Register: Joan W. Smith, Registrar of

‘Reguiations; Ann M. Brown, Deputy Registrar of Regulations.
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NOTICES OF INTENDED REGULATORY ACTION

Symbol Key t
t Indicates entries since last publication of the Virginia Register

STATE AIR POLLUTION CONTROL BOARD
Notice of Intended Regulatory Action

Notice is hereby given in accordance with this apgency's
public participation guidelines that the State Air Pollution
Control Board intends to coansider amending regulations
entifled: VR 128-Bl. Regulations for the Control and
Abatement of Air Pollution. The purpose of the proposed
action is to provide the latest edition of referenced
technical and scientific documents and to incorporate
newly promulgated federai New Source Performance
Standards and National Emission Standards for Hazardous
Air Pollutants, A public meeting will be held on April §,
1892, at 10 am. in House Committee Room 1, State
Capitol, Richmond, Virginia, to receive input on the
development of the proposed regulation.

Statutory Authority: § 10.1-1308 of the Code of Virginia.

- Written comments may be submitied until April 8, 1992, to

Director of Program Developmeni, Department of Air
Pollution Contrel, P.O. Box 10089, Richmond, VA 23240.

Contact: Karen G. Sabasteanski, Policy Analyst, Division of
Program Development, Depariment of Air Pollution
Control, P.0. Box 10089, Richmond, VA 23240, telephone
(804) 786-2378.

STATE BOARD OF CORRECTIONS
Notice of Intended Regulatory Action

Notice is hereby given in accordance with this agency’s
public participation guidelines that the State Board of
Corrections intends to consider amending regulations
entitled: VR 230-30-001. Minimum Standards fer Jails and
Lockups. The purpese of the proposed action is to
incorporate VR 230-30-006, Work/Study Release Standards
for Local Facilities into this regulation.

Statutory Authority: §§ 53.1-5, 53.1-68 and 53.1-131 of the
Code of Virginia.

Writien comments may be submiited until April 15, 1992.
Contact: Mike Howerton, Chief of Operations, 6900 Atmore

Drive, Richmond, VA 23225, telephone (804) 674-3041.

DEPARTMENT OF HEALTH (BOARD OF)

T Notice of Intended Regulatory Action

Notice is hereby given in accordance with this agency’s
public participation guidelines that the Board of Health
intends to consider promulgating regulations entitled:
Waterworks Technical Assistance Program/Operation
Fee. The purpose of the proposed action is to make
appropriate state regulations to set fee schedules for
operation permit fees and their applicability to
waterworks.

Statutory Authority: §§ 32.1-170, 32.1-171.1 and 32.1-174 of
the Code of Virginia pursuant to House Bill 236 effective
July 1, 1992,

Written comments may be submitted until May 6, 1992,

Centact: Thomas B. Gray, P.E., Projects Manager, Virginia
Department of Health, Division of Water Supply
Engineering, P.O Box 2448, Richmond, VA 23218, telephone
(B04) 786-5566.

VIRGINIA HEALTH SERVICES COST REVIEW COUNCIL
Notice of Intended Regulatory Action

Notice is hereby given in accordance with this agency’s
public participation guidelines that the Virginia Health
Services Cost Review Council intends to consider amending
regulations entitled: VR 370-01-001. Rules apd Regulations
of the Virginia Health Services Cost Review Council. The
purpose of the proposed action is to allow health care
institutions, which neither receive Medicare nor Medicaid
reimbursement for patients, to develop their own
methodology to ascertain nursing home costs and to
elirninate the requirement that these facilities utilize the
allocation methodology used for cost reporis filed with the
Virginia Department of Medical Assistance Services or for
the Medicare Program.

Statutory Authority: §§ 9-158(A) and 9-164(2) of the Code
of Virginia,

Written comments may be submitted until April 24, 1992,
Centact: John A. Rupp, Executive Director, Virginia Health

Services Cost Review Council, 805 E. Broad Street, 6th
Floor, Richmond, VA 23219, telephone (804) 786-6371.

BOARD FOR OPTICIANS
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Notices of Intended Regulatory Action

Notice of Intended Regulatory Action

Notice is hereby given in accordance with this agency’s
public participation guidelines that the Board for Opticians
intends to consider amending regulations entitled: VR
565-01-§1:1. Board for Opticians Regulations. The purpose
of the proposed action is to solicit public comment on all
existing regulations as to their effectiveness, efficiency,
necessity, clarity and cost of compliance in accordance
with the board’s Public Participation Guidelines and
Chapter 2 of Title 54.1 of the Code of Virginia.

Statutory Authority: § 54.1-201 of the Code of Virginia,
Written comments may be submitted untii April 23, 1992.

Contact: Mrs. Peggy S. McCrerey, Director of Regulatory
Programs, Department of Commerce, 3600 W. Broad
Street, Richmond, VA 23230, telephone (804) 674-2194.

BOARD OF SOCIAL SERVICES
Netice of Intended Regulatery Action

Notice is hereby given in accordance with this agency’s
public participation guidelines that the Board of Social
Services intends to consider promulgating regulations
entitled: Calculation of Expected Cohabitant Contribution
in the Aid te Dependent Children (ADC} Program. The
purpose of the proposed action is to make the calcutation
of the expected cohabitant contribution consistent with the
calculation of the amount of income which is deemed
available to an assistance unil from a stepparent. Section
63.1-90.1 of the Code of Virginia holds a cohabitant
responsible for the support and maintenance of the
children of the parent with which he cohabits as man and
wife.

Statutory Authority: § 63.1-25 of the Code of Virginia.

Written cominenis may be submitted until April 22, 1992,
to Ms. Constance ©. Hall, ADC Program Manager,
Department of Social Services, Division of Benefit
Programs, 8007 Discovery Drive, Richmond, VA 23229.

Contact: Peggy Friedenberg, Legislative Analyst, Bureau of
Governmental Affairs, 8007 Discovery Drive, Richmond,
VA 23229-8699, telephone (804) 662-9217.

DEPARTMENT OF TRANSPORTATION
{COMMONWEALTH TRANSPORTATION BOARD)

1 Netice of Intended Regulatory Action

Notice is hereby given in accordance with this agency’s
public participation guidelines that the Commonwealth
Transportation Board intends to consider amending
regulations entitled: VR 383-81-5, Hazardous Materials
Transpertation Rules and Regulatiens at Bridge-Tunnel

Facilities. The purpose of the proposed action is to amend
the manuai to address the use of natural gas as a motlor
fuel, and the transportation of low-pressure oxygen.

Statutory " Authority: §§ 33.1-12 and 33.1-49 of the Code of
Virginia.

Written comments may be submitted until May 6, 1992, to
Mr. J. L. Butner, Traffic Engineering Division, Virginia
Department of Transportation, 1401 E. Broad Sireet,
Richmond, VA 23219.

Contacet: Mr. C. A. Abernathy, Transportation Engineer,
Traffic Engineering Division, Virginia Department of
Transportation, 1401 E. Broad Street, Room 206 Highway
Annex, Richmond, VA 23219, telephone (804) 786-2889.

Virginia Register of “Regulations
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PROPOSED REGULATIONS

For informatiion concerning Proposed Regulations, see information page.

been stricken indicates proposed text for deletion.

Symbel Key
Roman type indicates existing text of regulations. [lalic fype indicates proposed new text. Language which has

STATE EDUCATION ASSISTANCE AUTHORITY

Title of Regulation: VR 275-01-1. Regnlations Geverning
the Virginia Administration of the Federally Guaranteed
Student Loan Pregrem and PLUS Leoan

Programs Under Title IV, Part B of the Higher Education
Act .

Statutory Authority: § 23-38.64 of the Code of Virginia.

Public Hearing Date: May 19, 1892 - 10 am.
(5ee Calendar of Events section
for additional information)

Summary;

The proposed amendments conform the SEAA’s
regulations fo existing federal law and regulations. The
proposed regulations also seek to finalize emergency
regulations promulgated on August § 1991, that

disqualify out-of-state studenis aitending out-of-state
proprietary schools from using the SEAA’s loan
guaranty. In addition, the proposed regulations clarify
and supplement federal regulations pertaining to loan

origination, disbursement, servicing, collection and
default for SEAA guaranteed loans.

VR 275-01-1. Regulations Governing Virginia Administration
of the Federally Guaranteed Student Loan Programs Under
Title IV, Part B of the Higher Education Act.

PART L
DEFINITIONS.

§ 1.1. The following words and terms, when used in these
regulations, must have the following meaning, unless the
context clearly indicates otherwise:

“Adminisirative hold” means the postponement of
guarantee processing for applications from a given school
or lender.

“Bankrupicy” means the judicial action to declare a
person insolvent and take his assets, if any, under court
administration.

“Borrower” means a sfudent or parent fto whom a
Stafford, PLUS or SLS loan has been made.

“Capitalization of Inferest” means the addition of
accrued interest to the principal balance of a loan to form

. a new principal balance.

“Comaker” means one of two independent signers on a

PLUS promissory note or repayment agreement who are
jointly and individually responsible for repayment.

“Consolidation” means the aggregation of multiple loans
into a single Title IV, Part B loan.

“Default” means a coadition of delinquency that persists
for af least 180 days , or for 240 days in the case of
quarterly-billed loans .

“Deferment” means postponement of conversion to
repayment status or postponement of instaliment payments
for reasons authorized by statute.

“Delinquency” means the failure to make an installment
payment when due, failure to comply with other terms of
the note, or failure to make an interest payment when
due, when the borrower and the lender have previously
agreed to a set interesi repayment schedule.

“Disbursement” means the issuance of proceeds of a
G5 or PEUS student loan.

“Due diligence” means minimum reascnable care and
diligence in processing, making, servicing, and collecting
loans as specified by the U.S. Department of Education,
federal and state statute and by the State Education
Assistance Authority .

“Edvantage” means the program established by the
SEAA that guarantees long-term, variable interest loans to
students, their families and other interested parties to help
them meet the cost of higher education.

“Endorser” means a person who agrees to share the
maker's liability on a note by signing the note or
repayment agreement. Ar enderser is liabie only when the

meker fails i his responsibibity:

"Forbearance” means a delay of repayment of interest
and principal fer & shert peried of time on terms agreed
upen in writing by the lender and the borrower.

“Grace period” means a single continuous period
between the date that the borrower ceases at least
half-time studies at an eligible school and the time when
the loan enters an active repayment of his lean must
begin period .

“Guarantee” means the SEAA’s legal obligation {o repay
the holder the outstanding principal balance plus accrued
interest in case of a duly filed claim for default,
bankruptcy, total and permanent disability, or death of the
borrower.
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Proposed Regulations

"Guarantee fee” means the fee paid to the SEAA in
consideration of for its guarantee.

“Guaranteed Student Lean (GSLy Program tmeansy the
program esteblished in 1565 under Tille IY; Part B; of the
Higher Edueation Aet to make low-interest loans available
to students to pay for their costs of alending cligible
pestsceondary sehools by providing loan insuranee:

“Interest” means the charge made to the borrower for
the use of a lender’s money.

“Interest beneffis” means the payment of interest on
behalf of the student G5k a Stafford loan borrower by the
U.S. Department of Educaiion while the borrower is in
school, in grace, or in a period of authorized deferment.

“Lender” means any lender meeting the eligibility
requiremenis of the U.S. Department of Education and
having a participation agreement with the SEAA.

“Limit” means the authority of the SEAA lo limit school
and Jlender loan volume or numbers of loans in
accordance with 34 CFR 668 Subpart G and VR 275-01-2.

“Non-Virginia resident” means any loan applicant who
does nof indicate Virginia residency on an application for
a loan or does not indicafe a permanent home address in
the Commonwealth of Virginia.

“Non-Virginia proprietary school” means any school that
has an assigned OE number that is registered by the U.S.
Department of Education in a state other than Virginia,
and meets one of the following criteria:

1. Is nof classified by the Internal Revenue Service as
a tax exempt entify, or

2. Has been defined by the US. Department of
Educafion as a propriefary school or as a vocational
school,

“OF number” means the ideniification number assigned
by the U.S. Department of Education upon ils approval of
eligibility for a participating school or lender.

“Participation agreement” means the contract setting
forth the rights and responsﬁnhhes of the lender and the
SEAA.

“Permanent and total disability” means the inability to
engage in any substanfial gainful activity because of a
medically determinable impairment that is expected to
continue for a long and indefinite period of time or to
result in death.

“PLUS” means the program established in Virginia in
Jaly of 1882, under Title IV, Part B of the Higher
Education Act that msaikes authorizes long-term low interest

loans available to independent undergraduate studends;
graduste studeats; and parents of dependent undergraduaie

, graduate and professional students, to help them meet
the cost of education,

“Repayment period” means the period of time from the
day following the end of the grace period if any, to the
time a loan is paid in full or is cancelied due fo default
the borrower's death, total and permanent disability, or
discharge in bankrupicy. Fer REUS leans; the repayment
period normally begins within 60 days efter the loan is
made:

“School” means any school approved by the U.S.
Department of Education for participation in the GSE and
PEUS Title IV, Part B programs.

“SLS” means the program established under Tiile IV,
Part B of the Higher Education Act that authorizes
long-term low-interest loans available to independent
undergraduate, graduate and professional studenis, and to
ceriain dependent undergraduate students, to help them
meel the cost of education.

“Stafford” loan means the program established under
Title IV, Part B of the Higher Education Act that makes
long-term low-interest subsidized loans available to
undergraduate, graduate and professional studenis fo help
them meet the cost of education.

“State Educafion Assistance Aufhority (SEAA)” means
the designated guarantor for the GSE and BLUS programs
Title IV, Part B loans in the Commonwealth of Virginia.

“Suspend” means the authority of the SEAA to suspend
school and lender program participation in accordance
with 34 CFR 668 Subpart G and VR-275-01-2.

“Terminate” means the authority of the SEAA (o
terminate school and lender program participation in
accordance with 34 CFR 668 Subpart G and VR 275-01-2.

“Title IV, Part B” means that portion of the federal
Higher Education Act authorizing federally-guaranieed
student Ioans, Iincluding Stafford, PLUS, SLS and
Consolidation loans.

PART IIL
PARTICIPATION,

§ 2.1, Borrower eligibility.
A. Requirements.

In order to be eligible for a Virginia GSL or PLUS loan,
the student/parent borrower shall meei all of the federal
eligibility Tequirements as well as the following criteria:

1. For a repeat borrower, unless he has borrowed less
than the annual maximum, eight seven months shall
have elapsed between the first day of the previous
loan period and the first day of the loan period, for
any subsequent application or the student for whom'
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the proceeds are being borrowed shall have advanced
te a higher grade level

2. Neither sttident borrower nor pereat borrewer
comaker may be in default on any previous GSE er
PEGS Titie 1V, Part B or Edvantage loans; however, a
borrower who has defaulied and has since made full
restitution to the SEAA of ether guarapter including
any costs incurred by the SEAA er other guaranter in
its collection effort is considered eligible.

3. Fer purposes of borrewer eligibility determination;
G55 and PEUS are treated as one program: The status
of a student applying for a GS8E Sfafford or PLUS loan
will be reviewed for the eight-month seven-month time
lapse since the first day of the previous loan period,
or grade level progression, on the basis of all previous
SEAA-guaranteed loans made for or by that student.

The status of a student applying for a SLS loan will
be reviewed for the one academic year or
seven-month time lapse since the first day of the
previous loan period, on the basis of all previous
SEAA-guaranteed loans made for or by that student.

4. Non-Virginia resident borrowers atiending
nen-Virginia propriefary schools are not eligible to
receive SEAA-puaranteed loans.

B. Lender of last resort,

Eligible borrowers who are denied access to loans by
two or more eligible lenders may submit loan applications
to the Lender of Last Resort program. Borrower
applications submitied to the Lender of Last Resort
program must pass a credit check and borrowers must
complete a debi-management counseling session with the
SEAA or Its designee.

B. C. Rights.

Discrimination on the basis of race, creed, color, sex,
age, national origin, marital status, or physically
handicapped condition is prohibited in the Virginie GSE

Program and PLUS Program any loan program using the
SEAA guaraniee .

§ 2.2. Lender participation.
A. Requirements.

A lender may participate in the GSE Pregrem and PLUS
Title IV, Part B program In Virginia by executing a
participation agreement with the SEAA. Lenders

ieipeth in the GSE Program ere not required te
participate in the PLUS Pregram; RoF viee versa may
participate in any or ail programs .

B: Out-of-siate lenders:

" in aditien to o sarbieisat e
order to be eligible to perticipate in the Virginie Logm

GSE Pregram and PLUS Program; an eoutofsteie lender

1. Submit a list of ol other gueranice agencies Wwith
which the lender hes a participation agreement; and
the mest reeently avellable defsult rate of the leader
with each of these puarantec agenecies:

2. Provide the name of the apeney {edernl reserve;
state benk cxaminer; ete) thet is responsible for

3 The SEAA reserves the right to request o

satisfaetory letter of referenee from any other

guarantee ageney with which the lender has &
oipti .

€ B. Limitation/suspension/termination.

The SEAA reserves the right to limit, suspend, or
terminate the participation of a lender in the Virginia GSL
and PLEWS Title IV, Part B programs in Virginia under
terms consistent with the regulations of the SEAA and
state and federal law.

§ 2.3. School participation.
A, Requirements.

Any school approved by the US. Department of
Education for participation in the GSE end PLEUS Title IV,
Part B programs is eligible for the Virginia GSE and
PEYS Title IV, Parf B programs. Summer school courses
are eligible, provided that the student is enrolled at least
half-time in the session immediately preceding the summer
school session or has been accepted for enrollment in a
regular session immediately following summer school.
Correspondence courses for which there is not a
residential component, and home study courses are not
eligible,

B. Foreign schools.

Applications and correspondence regarding Virginia GSE
loans for students and PLUS borrowers attending foreign
schools shall be completed in English and all sums shall
be stated in U.S. dollars.

C. Limitation/suspension/termination.

The SEAA reserves the right to limit, suspend, or
terminate the participation of a school in the Virginia 68k
aad PLEUS Title IV, Part B programs under terms
consistent with the regulations of the SEAA and state and
federal law.

PART III
LOAN PROCESS.

§ 3.1. Lender + responsibilities.
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A, Due diligence.

In making , processing, servicing and collecting GSE and
BLUS Title IV, Part B loans, the lender shall ireat the
lear in the same way a9 if there were po guarantee: The
lender shall attempt to eoleet delinquent lopRs using every
effort chert of Hiigation that # would use or @
eonventionat loan in the ordinary coursSe of business: I the
lender so desires; i may teke legal action; but this is net
requireds exercise due diligence as outlined in 34 CFR §
682, In addition, the lender shall:

1. Mail delinquency letters to delinquent borrowers for
each delinquency cycle regardless of whether
telephone contact is established with the borrower.

2. Request preclaim assistance from the SEAA when
thte loan is between 80 and 100 days delinguent.

3. Exercise due diligence with respect to endorsers by
performing the following activities:

a. 31 through 60 days delinquent; The lender shall
notify the endorser, in wrifing, of. the borrower’s
delinquency and the endorser’s secondary
responsibility for repayment.

b. 61 through 150 days delinquent: during each
30-day period comprising this period, the lender
shall send at least two forceful collection letters and
attempt to contact the endorser by felephone to cure
the delinquency. The letters shall also warn the
endorser that, if the delinquency is not cured, the
lender will assign the Ioan to the SEAA, which in
turn will report the default to a credit bureau,
thereby damaging the endorser’s credit rating, and
may bring suit against both the borrower and
endorser to compel repayment of the loan,

¢. 151 through 180 days delinqueni: during this
period the lender shall send a final demand letter
to the endorser requiring repaymen{ of the loan in
full and notifying the endorser that a default will be
reported to all national credit bureaus. The lender
shall allow the endorser at least 30 days to respond
to the final demand lefter and to make payments
sufficient to bring the lpan out of default before
filing a default claim with the SEAA or reporting
the default to a credit bureau.

4. Exceptions (o f{elephone requirements. A lender
need not attempt to contact by telephone any
borrower:

a. Who is incarcerated,

b. Who is residing oulside North America;

¢. Who is 155 or more days delinquent following the

lender’s receipt of a payment on the loan, a
dishonored check received from the drawee as a

payment on the loan or the expiration of an
authorized deferment or forbearance.

B. Skip tracing.

The lender shall initiate skip tracing efforis during the
grace or repayment period within 10 days of receipt of
information that the borrower’s or endorser's address or
telephone number is unknown. These efforis shall include
but not be limited to (i) contacting endorser, (ii) relatives,
(ili) references, (iv} the post office, (v} telephone
directory assistance, (vi) credit bureau organizations, (vii)
creditors, and (viii} the borrower’s last educational
institution of record.

1. 11 - 30 days affer receiving returned mail or upon
learning that a telephone number is invalid, the lender
shall attempt to locate the borrower’s address and
phone number using at least the skip tracing methods
described in this section.

2. 31 - 90 and 91 - 180 days the fender shall make at
least one follow-up attempt during each of these
periods fo locafe the borrower’s current address.
During each period the lender shall make at least one
attempt to locate the borrower’s telephone number
through directory assistance.

3. If the lender oblains a current address or telephone
number before the dale of default, the lender shall
resume collection activities designated for the
appropriate delinquency period.

4. If the lender oblains a current address after the
150th day of delinquency (210th day for leans billed
quarterly), but prior to filing the defavlt claim, the
lender shall send the borrower a final demand letter
and allow the borrower 30 days to respond before
filing a default claim.

C. Quarterly-billed loans.

Due diligence requirements for quarterly-billed loans are
as follows:

1. 1 - 15 days delinquent: Except in the case where a
loan is brought into this period by a payment on the
loan, expiration of an authorized deferment or
forbearance period, or the lender’s receipt from the
drawee of a dishonored check submitted as a payment
on the loan, the lender during this period shall send
at least one written notice or collection letfer to the
borrower informing the borrower of the delinguency
and urging the borrower to make payments sufficienf
to eliminate the delinquency.

2, 16 - 120 days delinquent: Unless exempted under
subdivision 7 of this subsection, the lender during this
period shall engage in at least two diligent efforts ito
contact the borrower by telephone and send at least
two collection letters urging the horrower to cure the
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delinguency.

3. 121 - 240 days delinquent: Unless exempted under
subdivision 7 of this subsection, the lender during this
period shall engage in at least two deligent efforts o
contact the borrower by telephone and send at least
two collection letiers urging the borrower to cure the
delinguency and warning the borrower that if the
delinquency is not cured, the lender will assign the
loan to the SEAA who, in turn, will report the default
to all national credit bureaus, and that the agency
may bring suit against the borrower to compel
repayment of the loan,

4, 110 - 130 days delinquent: The lender shall request
preciaim assistance from the SEAA.

5. At no point during any period may the lender
permit the occurreace of a gap in collection activily,
as defined in federal regulations of more than 45 days
(60 days in the case of a lransfer).

6. Final demand. On or after the 210th day of
delinquency, the lender shall send a final demand
lefter fo the borrower requiring repayment of the loan
in full and notifying the borrower that a default will
be reported to a national credit bureau. The lender
shall allow the borrower at least 30 days after the
date the letter is mailed to respond fto the final
demand letier and make payments sufficient to bring
the loan current before filing a default claim on the
Ioan.

7. Exceptions to telephone requirements. A lender
need not attempt to contact by telephone any
borrower;

a. Who is incarcerated;
b. Who is residing oufside North America;

c. Who is 155 or more days delinguent following the
lender's receipt of a payment on the loan, a
disttonored check received from the drawee as a
payment on the lIlpan or the expiration of an
authorized deferment or forbearance.

B. Disbursement.

1. 65kt Siafford and SLS loan proceeds shall be
disbursed in a check, or checks made copayvable to
the borrower and the school, shall include the
borrower’'s social security number, and shall be mailed
to the financial aid office of the school named on the
application,

2. PLUS loan proceeds for a student borrower shall be
disbursed in & cheek or eheeks made copayable o the
borrower end the sehosk shell include the borrewers
secial security number; end shall be mailed to the

+  finaneinl nid office of the scheol named on the

apphication: PEUS loan proeceeds for a parent borrower

shall be disbursed in a check peyable copayable to .
the parent and the school identified on the loan

application, shall include the borrower’s social security

number and the student’s social security number, and

shall be mailed to the parent’s permanent address

indicated on the application.

3. Loan proceeds for a student attending a foreign
schoo!l shall be made copayable to the borrower and
the school and mailed to the borrower's permanent
address indicated on the application.

3 4. 65k and PEES Loan proceeds may he disbursed
by other funds transfer method approved by the SEAA
and the U.S. Department of Education.

§ 3.2. School responsibilities.
A. General.

The school shail reply promptly to inquiries made by
the SEAA or the lender concerning student borrowers. The
school shall return the Student Status WVerifieation
Confirmation Report to the SEAA within 30 days of its
receipt. The SEAA reserves the right fo place an
administrative hold on institutions not complying with this
requirement.

B. Certification.

1. The school shall certify the GSE e PEYUS loan
application no later than the last day of the loan
period indicated on the application.

2. The certification of the financial aid officer’s own
loan application, the application of a spouse or
dependent of a financial aid officer or an application
where conflict of interest exists, is not sufficient. In
any of these cases, the application shall be
accompanied by certification of the immediate
supervisor of the financial aid officer.

C. Disbwrsement Delivery of late disbursements .

If the school receives a loan check for a student after
the period of the loan has expired, the school may or the
student ceases to be enrolled at least half-time, the school
may release Stafford, SLS and PLUS loan proceeds only as
follows:

1. The following certification requirements have been
met by the school:

a. In the case of a paper application/promissory
note, the school has certified the note on or before
the last day of the loan period.

b. In the case of a loan processed electronically, the
school has transmitfted school certification data on
or before the last day of the loan period.

Vol. 8, Issue 14

Monday, April 6, 1992

2237



Proposed Regulations

2. The SEAA must have received a paper
application/promissory note within 30 days of the last
day of the enrollment period Indicated on the
application.

3. The school must secure the borrower’s signature
and apply proceeds from a Siafford, PLUS or SLS
check to the account within 30 calendar days of the
date the school receives the check.

4. The schoo! may retain only the amount, if any,
owed io the school by that student. The remaining
ameunt mey be disbursed to the student ondy if the
seheel is satistied that the funds will be used fer

in exeess of the amount ewed to the sehook

5. Laie disbursement of SLS loans i$ prohibited for
first year students who have left school.

PART 1V,
ACTIVE LOAN,

§ 4.1. Guarantee fee.

A, The SE&A cuarentee fee on GSES i3 ene-half of ene
pereent; and is enlewlated on the prineipal emount from
the date of disbursement te one ¥year after studies are
expeeted te be completed as shown on the loan
applieatien: The SEAA does not charge any additienal fee
for the repayment period or for perieds of authorized
deferment or extensionr The SEAA schedule of guaraniee
fees on Stafford, SLS and PLUS loans shall be sef from
time to time by the SEAA Board of Directors, subject to
any limits and conditions set forth in federal regulations.

B. The SEAA pusrentee fee on PEUS leans is L00p
eplewlated en the declining principal bolpnee for the life
of the loan:

€& B. A loan cannot be sold or tiransferred until the
guarantee fee has been paid in full.

B: C. Although the SEAA is not obliged fo return any
fee, it may refund a guarantee fee at the request of the
lender when a loan is cancelled before disbursement, or
when the berrewer dees not use the proeceds of the lean
end repays the lean to the lender after
disbursement the school returns the funds by the 120th
day following dishursement .

D. Lenders who wish fo reinstate a cancelled guarantee
six months or later after a cancellation may be required
to pay a reinstatement fee to the SEAA in addition fo the
guarantee fee. The amount of the reinstatement fee shall
be sef from fime io time by the SEAA Board of Directors.

§ 4.2, Capitalization of interest.

A. Capitalization.

1. Before resorting to capitalization of inferest in the
case of a Stafford loan forbearance , the lender shall
first make every effort to get the borrower (or
endorser, where applicable) to make full payment of
prineipat and interest due, or if that is not possible,
payment of interest as it accrues.

2. Except in the case of delinguent SLS loans, the
borrower must agree in writing to any capitalization of
interesi ; and the following shall be
fohowed: .

+- Copitalization shall be & last resort; utilized only
after exhausting other optiens (deferment; forbearanee;
full payment of acerued interest:

%?&epfefeﬁe&e&ﬁd}datefereap&&iﬁ&&}eﬂis&

4: 3. During perieds of forbearance or defermeni for
which interest is to he capitalized, the lender shall
contact the borrower ai least quarferly to remind him
of the obligation to repay the loan.

B. Guarantee on interest.

The SEAA will guarantee capitalized interest, and the
interest accruing therefrom, under the following conditions,
and where the lender has exercised due diligence:

1. The SEAA will pay interesti on those loans not
eligible for interest benefits where interest has
accrued and has been capitalized during the in-school
and grace periods, er and during any eligible periods
of deferment.

2. The SEAA will pay inferest that has accrued during
the period from ihe date the first repayment
installment was required until it was made {(as in the
case of the borrower’s unanticipated early departure
from schoal).

3. The SEAA will pay interest that has not been paid
during a period of forbearance, or where the SEAA
has agreed to allow the lender to accrue and
capitalize the interest.

§ 4.3. Repayment.
A, Minimum loan paymeni.
Any exception to federally established minimum

principal loan payments must receive SEAA approval in
advance .
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B. Repayment forms.

The SEAA must approve the use of repayment
instruments other than the SEAA repayment agreement
furnished to lenders.

C. Consolidation.

The note{s) for any loans consolidated shall be marked
“paid by renewal” and retained in the borrower’s file.

§ 4.4. Forbearance.
A, Eligibility.

Forbenranee may be considered for circumstenees such
a8 family ilness; financinl hardship; er @ peried of seheol
enrollment during which the borrower i9 ineligible for
deferment: The SEAA reserves the right to require lenders
to receive advance approval of forbearances and o
disallow aay such forbearance.

B. Duration.

A lender may grent & borrower a2 single continueus
forbenrance peried of up to three months simply by
netifying the SEAK to extend the apticipated dete o begin
repayment of the premissory nete or the anticipated
peidin-full date of the repayment agreement A Tofal
forbearance is limited to a maximum of leager thea thiee
24 months is subjeet to approval by the SEAA | except
that, in the case of a period of school enroliment the
lender may grant a forbearance uniil the time the
borrower has completed his studies at the school. In
addition, lenders may grant a maximum of nine months
forbearances in order to allow loans ineligible for interest
benefits to mature at the same time as loans qualifying
for interest benefits.

C. Renewal,

Lenders shall not renew a forbearance in which the
borrower owes past due interest. In such cases, the
borrower must request, in writing, where required, that
ouistanding interest be capitalized or must pay the interest
charges before any subsequent forbearance is granfed by
the lender.

§ 45: Delinquent loans:
# Lender responsibilities:

In dealing with G5: end PLUS delinqueneies; the leader
shall use sl means short of litipatien thet weuld be used
in esHeeling on uninsured loon of a eomparable amount
The lender shall ales meke every effort to determipe i
the borrewer is entitled to & deferment or eligible for
forbearanee:

B: Bue diligenee:

The lender shall netify the SEAA when a loan is 69
deys past due: At 00 days past due; the lender shall sead
& demand letier to the borrower and ite the ondorsers;
where applicable: The lender shall submit a elaism for the
defoult af 180 doyy: The lender shell notify the SEAA H #
wishes o conlinwe to werk the elaim past 180 davs ef
delingueney: In the event of such netificiation; the leader
may continie HS colection efforis and the SEAA gusrantce
will remain in foree; up to 270 days:

PART V.
CLAIMS.

§ 5.1. Death claims.

Te receive payment in the event of To file a claim
arising from the death of the borrower, the lender shall
complete and send to the SEAA the appropriate SEAA
form(s), a certified copy of the death certificate or similar
verifiable proof , the promissory note(s) and any
repayment agreement(s) marked “Without Recourse Pay to
the Order of the State Education Assistance Authority” and
endorsed by a proper official of the lender, a schedule of
payments made, when applicable, the lpan application(s}
in the cases of Ipans made without a combined
application/note, and any support documents the lender
may be able to furnish. The lender must submit the claim
within 80 days of determining that the borrower has died.

§ 5.2, Total and permanent disability.

To file a claim arising from the total and permanent
disability of the borrower, the lender shall complete and
send to the SEAA the appropriate SEAA form(s), the
appropriate; completed federal form(s), signed by a
qualified physician {(either an MD. or D.Q), the
promissory note(s) and any repayment agreement(s)
marked “Without Recourse Pay to the Order of the Siate
Education Assistance Authority” and endorsed by a proper
official of the lender, a $chedule of payments made, when
applicable, the lpan application(s) in the case of loans
made without a combined application/note, and any
support documents the lender may be able to furnish. The
lender must submit the claim within 60 days of
determining that the borrower has been certified totally
and permanently disabled.

¢ 5.3. Default claims,

The SEAA guarantee i3 contingent on the leader’s due

To file a claim in the event of default, the lender shall
complete and send to the SEAA the appropriate SEAA
form(s). The defaunlt claim shall include the lenders proof
that due diligence requirements have been met, the
promissory note(s) and any repayment agreement(s)
marked “Without Recourse Pay fo the Order of the Stale
Education Assistance Authority” and endorsed by a proper
official of the lender, a schedule of payments made, when
applicable, the loan application in cases of loans made
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without a combined application/note, and any support
documents the lender may be able to furnish.

+ Sending weitten netiee to the berrewer when the
isal is 510 days delinguent

2. Sending & sceend written notiee when the lean
becomes 25-30 deys delinguent: Meking phone ealls {o

% Requesting preclsims awistonce from the SEAA
when the loan becomes 60 deys delingquent

4. Continving ol written eorrespondenee and phene
ealls to approprinte persens when the lean is 60-06
éays delinguent:

5. Sendins final demend leHer to borrower and
endorserfeo-maker when the lean is 00  days
delingbent:

6 Preparing and submitling 8 claim to SEAA when
lsen is 199 days delinguent:

§ 5.4. Bankruptcy claims,
A. Lender responsibilities.

When & lender receives netice of the filing of a petition
in benlcruptey; the lesder shadl metify the SEAN elaims
staff by telephonc of {he impending bankrupley; conlpet
the enderser by leHer, where there i% en enderser and
gttempt collecHon on the loan from the endorser The
lender shell aiss scad e bonkrupiey cloim to the SEAA
within 15 days after the lender receives the Netiee of
Firgt Meeting of Creditors: Execept in the ease of Chapter
13 Banluptey; the leader shall send the SEAA & copy of
the letter in which it aliempled to colteel the lopn:

The lender shail defermine that a bankrupicy petition
has been filed when the lender receives the Notice of
First Meeting of Credifors in which the student loan debt
Is listed. The lender shaifl not attempt to collect the Iloan
and shall file a proof of claim with the bankruptcy court
within 30 days of the receipt of the Notice of First
Meeting of Creditors. The lender shall determine if the
loan has been in repayment for more than seven years,
exciusive of any deferment or forbearance period(s), on
the date the lender receives the Notice of First Meeting of
Creditors and the lender shall delermine if the borrower
has filed a Petition for Undye Hardship.

1. The lender shall file a Chapter 7 bankruptcy claim
within 30 days of receipt of the Notice of First
Meeting of Creditors if the loan has been In
repayment for more than seven years.

2. The lender shall file a Chapter 7 bankruptcy claim
within 10 days of receiving notification that the
borrower filed a Petition for Undue Hardship Iif the
loan has been in repayment for less than seven years.

3. The lender shall hold the loan in an administrative
forbearance status until the Chapter 7 bankrupicy is
concluded if the Ipan has been in repayment for less
than seven years and no Petition for Undue Hardship
was filed, When the bankruptcy action is concluded,
the loan shall resume the same status ft was in prior
to the time the bankrupifcy action was filed,

4. The lender shall file a bankrupicy claim within 30
days of receipt of a notfice that a Chapter 13
bankrupicy petition has been filed by the borrower.

5. If a loan was obtained with an endorser or
comaker, and only one party has the loan discharged
in bankruptcy, the other remains obligated to repay
the loan, In such cases, the lender shall not submit a
bankruptey claim fto the SEAA and shall attempt to
collect the loan from the other borrower.

6. In the event that the lender receives nofice of an
adversary proceeding after filing the claim, the lender
shall forward notice of the hearing lo the SEAA
Default Collections department by teiephone or
facsimile within five business days.

B. Documentation.

The bankruptey elaim shall inelude To file a claim for a
qualifying bankrupticy the lender shall complete and send
to the SEAA the appropriate completed SEAA form, the
notice of bankruptcy, written evidence of the lender’s
efforts fo determine if the borrower filed a hardship
petition, an assignment fo the guarantee agency of the
lenders proof of claim, the promissory note(s) and any
repayment agreement(s) marked “Without Recourse Pay fo
the Order of the State Education Assistance Authority” and
endorsed by a proper official of the lender, a schedule of
payments made, when applicable, the loan application in
cases of loans made without a combined application/note,
and any support documenis the lender may be able to
furnish, as well as any other information that may help
the SEAA form the basis for an objection or an exception
to the bankruptcy discharge.

§ 55 Interest

The SEAA will pay interest for no mere thar 15 days
from the date that the leader is officinlly notified of the
grounds of the claim; or no more than 15 days from the
180th day of delingueney in the eveni of default o the
date the elaim is reeeived by the SEAA: The SEAA pays
interest en the claim for the number of days requirved for
review by the SEAdh elaims siaff plus 16 days for check
during which an incomplete cdlaim has been returned fo
the leades:

Virginia Register of Regulations

2240



Proposed Regulations

§ 5.5. Payment of interest on claims.
A, Default claims (monthly/quarterly),

1. In the case of default claims submitted on or
before the 205th/265th day of delinquency, the SEAA
will pay a maximum of 295/355 days interest.

2, In the case of default claims submitted between
days 206/266 and 270/330, the SEAA will pay a
maximum of 270/330 days inierest. However, for every
day the SEAA’s internal process exceeds 65 days, the
SEAA will pay interest for additional processing time,
not to exceed 25 days.

B. Death and disability claims.

The SEAA will pay interest for no more than 150 days
after the date on which fhe lender determines that the
borrower has been certified totally and permanently
disabled or that the borrower has died.

C. Bankrupicy claims.

The SEAA will pay interest for no more than 150 days
after the date on which a lender receives nofice of the
first meeting of creditors for a qualifying Chapter 7
bankruptcy or a Chapter 13 bankruptcy. The SEAA will
pay interest for no more than 130 days after the date on
which the lender determines that the borrower has filed a
Petition for Undue Hardship in the case of a Chapter 7
bankrupfcy.

D. Claims returned to lender.

No interest is paid for the period of time during which
an Iincomplete claim has been returned to the lender. In
the event that the lender believes a claim has been
returned in error, the lender can appeal to the SEAA for
the paymeni of interest during the refurn period, not to
exceed 30 days of interest.

§ 5.8, Return of claims for inadequate documentation.

A. Lenders must resubmit refurned claims within 60
days of the date the claim was returned by the SEAA.

B. Lenders may not resubmit more than twice a claim
that has been returned ito the lender for Inadeguate
documeniation unless the claim was returned as a resulf
of SEAA error.

§ 5.7. Repurchase and reclaim.

A. If the SEAA determines that a claim has been paid
in error or, in the case of a bankruptcy claim in which a
hardship petition has been filed, the court deiermines the
loan to be nondischargeable, the SEAA may require the
lender to repurchase the loan.

B. If a lender determines that a claim has been

submitted in error, the lender may reclaim the loan or
may repurchase the loan if the claim has been paid,

PART VI
ASSIGNMENT TO SERVICER OR SECONDARY
MARKET. :

§ 6.1. Servicing.

The lender may negofiate the servicing of loans under
this program with a servicing agency. The servicer will be
regarded as the lender’s agenf, and the lender wiil
continue to be bound by the terms of these regulations.

§ 6.2. Secondary market.

The lender may negotiate the sale of loans under this
program to a secondary markel. No lecan may be sold io
any entity that is not party to a participation agreement
with the SEAA except with the writfen permission of the
SEAA. The lender or the secondary markef shall nofify
the SEAA promptly of the assignment of any loans to a
secondary market.

* ok ok % ok ok ok ok

Title of Regulation: VR 275-02-1. Regulations Geverming
the Edvantage Loan Pregram.

Statutory Authority: §§ 23-30.42, 23-38.33:1 and 23-38.64(2)
of the Code of Virginia.

Public Hearing Date: May 19, 1992 - 10 a.m. -
(See Calendar of Events section
for additional information)

Summary:

These proposed amendments delefe some lender and
school requiremenis for certifying loan applications,
alter time frames for loan collection activitias, allow
the capitalization of interest in certain cases, delete
certain school options that have been unused, alter
some disbursement requirements, require timely claim
submission and update the operational guidelines lo
reflect changes in the federal student loan program.

VR 2754021, Regulations Governing the Edvantage Loan
Program.

PART L
DEFINITIONS.

§ 1.1. Definitions.

The following words and terms, when used in these
regulations, shall have the following meaning, unless the
context clearly indicates otherwise. '

“Bankruptcy” means the judicial action to declare a
person insolvent and take his assets, if any, under court
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administration.
“Borrower” means all comakers on a leaw nofe ,
collectively.

“Cost of attendance” means the cost of tuition and fees
related to the loan period reported on the loan application.
Costs may also include reasonable education-related
expenses for books, supplies, room and board,
transportation and personal expenses. Costs may not
include the purchase of a motor vehicle - Costs may not
inclede expenses or costs associated with correspondence
study.

“Default” means, for the purposes of these regulations, a
condition of delinquency that persists for 80 days ; er the
death; tetal end permanent disabiity; er b&ﬂ%&&ptey of the
borrower .

“Delinguency” means the failure to make an installment
payment when due, failure to comply with other ferms of
the note, or failure to make an interest payment when
due.

“Disbursement” means the issuance of proceeds of a
loan under the Edvantage program.

“Due diligence” means reasonable care and diligence in
processing, making, servicing, and collecting loans.

“Enroliment” means the peried during whieh the student
is cticpding or plans fo aitend scheek as defined by Title
B regulations fhe staius of a student who has completed
the regisiration requiremenis (except for the payment of
tuition and fees) at the institution he or she is attending .

“Forbearance” means a delay of repayment of principal
for a short period of time on terms agreed upon in
writing by the lender and the borrower.

“Guarantee” means the legal obligation of the SEAA to
repay the holder the outstanding principal balance plus
- accrued interest in case of a duly filed claim for default,
bankruptcy, total and permanent disability, or death of the
borrower.

“Guarantee fee” means the fee paid to the SEAA in
consideration of for its guarantee.

pregram established under Fitle PS5 Part B, of the Higher
HEducation Aet as amended; o make low-nterest loans
ovailable to students io pay for their eosty of alending
eligible post-seeondary schooly by providing lean insuraneer
Heor purposes of these regulntions; references applicable to
GSE shell ineerporate the PEUS and Supplemental Loans
for Studemis {SES) programs administered by the SEAA

“Interest” means the charge made to the borrower for
the use of a lender’s money.

“Lender” means the Virginia Education Loan Authority
or any bank, savings and loan asscciation or credit union
havmg a participation agreement with the SEAA ; or the

Eduention Lean Authoriy .

“Limit” means the atthority of the SEAA fo limit school
and lender loan volume or numbers of loans in
accordance with the provisions of these regulations.

“Loan” means any loan made under the FEdvantage
program.

“Loan period’” means the period of time during which
the student expects to be enrolled, not to exceed 12
months.

“Participation agreement” means the contract setting
forth the rights and responsibilities of the lender and the
SEAA for the Edvantage program.

“Pell Grant” means the program established under Tifle
IV, Part A of the Higher Education Act, as amended, to
provide granis to students attending eligible post-secondary
schools.

“Permanent and fotal disability” means the inability to
engage in any substantial gainful activity because of a
medically determinable impairment that is expected to
continue for a long and indefinite period of time or to
result in death.

“Primary borrower” means the borrower on whose
income or net worth the lender is making its
determination of credit-worthiness.

“Program™ means the Edvantage program.

“Promissory note” or “note” means the legally binding
contract hetween the lender and the borrower which
contains the terms and conditions of the loan.

“Repayment period” means the pericd of time frem the
day the first payment of principal is due to the Hme
which begins within 60 days of disbursement and ends
when a loan is paid in full or @ claim is filed due to
default or the borrower’s death, total and permanent
disability, or discharge in bankruptcy. Fer the Edvaniage
prograny; the repayment period nermally begins within 60
davs of disbursement; or within 60 days of deparfure frowr
sehoel for these borrowers eleeting the inschoel

“School” means any postsecondary institution which is
eligible to participate in the Edvantage program as
specified in these regulations.

“Stafford Student Loan Program” means the program
established under Title 1V, Part B of the Higher Education
Act that authorizes long-term low-inierest Ioans available to
independent undergraduate, gradualte and professional
studenis to help them meef the cost of education,
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“State Education Assistance Authorifty (SEAA)” means
the designated guarantor for the Skt Title 1V, Part V loan
program in the Commonwealth of Virginia, and the
administrator and guarantor of the Edvantage program.

“Suspend” means the authority of the SEAA temporarily
to terminate school and lender program participation in
accordance with the provisions of these regulations.

“Terminate” means the authority of the SEAA fo
terminate school and lender program participation in
accordance with the provisions of these regulations.

“Title IV” means Title IV of the Higher Education Act
of 1965, as amended. Part B of Title IV refers to the
federally guaranteed student loan programs Including
Stafford, PLUS, SLS and Consolidation Ioans.

PART IL
PARTICIPATION.

§ 2.1. Borrower eligibility.
A. Requirements.

1. Eligible borrowers are students, parents, legal
guardians or other responsible individuals who elect fo
borrow on behalf of the student. In the event that &
parent; legal guardian of other responsible individual
is the berrower all cases , the student is required to
sign the note as a ee-makef borrower .

2. Every borrower must be
a. A U.S. citizen or national, or

b. An eligible noncmzen as defined by Title IV
regulations.

3. The primary borrower on the loan must be & U5
citizen; aationnl of permenent resident

4. 3. At Jeast one borrower must be a Virginia
resident if the student is atiending a non-Virginia
school or the loan must he obtained through a lender
headguartered it Virginie having a participation
agreement with the SEAA .

5 4. The student must be pursuing an undergraduate,
graduate or professional program toward a degree or
certificate, or a program designed to lead to teacher
certification. .

6 5 At least one borrower or a combination of
borrowers on the loan must pass a credit test
administered by the lender as defined in these
regulations .

% 6. All borrowers must be free from default on any
previous Guaranteed Shudent Leen; PEUS Leen;
Supplemental Loan for Siudents; Federal Insured

Stadent Lean; Conselidetien Title IV or Edvantage
loan.

& 7 Incarcerated students are not eligible for the
Fdvantage program.

B. Rights.

Discrimination on the basis of race, creed, color, sex,
age, national origin, marital status, or physically
handicapped condition is prohibited in the Edvaniage
program.

§ 2.2. Lender participation.
A. Eligibility.

An eligible lender is any lender participating in the
Virginia Guaramteed Student Loam Title IV, Part B
Program administered by the SEAA. An eligible lender
may participate in the Edvantage program by executing an
Edvantage participation agreement with the SEAA.

B. Program review.

The SEAA reserves the right to conduct periodic
program reviews of the lender to determine the lender’s
adherence to these regulations,

C. Limitation/suspension/termination.

1. The SEAA reserves the right to limit, suspend or
terminate the participation of any lender in the
Edvantage program under terms consisteni with
regulations of the SEAA , VR 275-01-2, which became
effective on February 1, 1984 .

2. Any lender school under limitation, suspension or
termination in the Virginia &8k Title IV, Part B
program will be placed automatically under the same
status in the Edvantage program,

D. Edvantage default rate.

Should the lender's default rate exceed 3.0%, the SEAA
reserves the right to limit, suspend or {erminate the
lender’s participation in the program under terms
consistent with regulations of the SEAA. The default rate
shall be calculated based on the following formula:

Total cumulative amount of default claims paid by the
SEAA on loans disbursed by the lender, divided by
total outstanding principal of all loans disbursed by
the lender.
§ 2.3. School participation.
A, Eligible Virginia schools,

An eligible school is any postsecondary institution
located within Virginia which is eligible to participate in
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the federal Guaranteed Student Loan and PeH Grant Tifle
IV Programs and which is participating in the SEAA GSE
Stafford program.

B. Eligible non-Virginia schools.

An eligible non-Virginia school must be an accredited
degree-granting postsecondary institution located within the
United Siates and eligible fo participate in the federal
Guaranteed Student FLean and Pell Grant Title IV
Programs. Non-Virginia school participation is limited to
non-profit two- and four-year public and private
institutions, graduate and professional schools, and
nen-graduate health schoocls.

C. Program review.

The SEAA reserves the right to conduct periodic
program reviews of the school to determine the school’s
adherence to these regulations.

D. Lirnitation/suspension/iermination.

1. The SEAA reserves the right to limit, suspend or
terminate the participation of any school in the
Edvantage program under terms consisient with
SEAA’s Limitation, Suspension and Termination
Regulations of the S&idk , VR 275-01-2, which became
effective on February 1, 1984 .

2. Any school under limitation, suspension or
termination in the Virginia &S5 Title IV Part B
program will be placed automatically under the same
status in the Edvantage program.

PART III
LOAN TERMS.

§ 3.1. Loan terms.
A, Loan amounts.

1. The minimum loan amount is $1,000. The maximum
amount for any one student is §15,000 per eight seven
month ( 248 210 day) period. The aggregate maximum
for any one student is $30,000,

2. Subject to the credit test administered by the lender
and defined in these regulations § 42 B |, the
berrower may obtain a loan under the program in an
amount up io the student’s cost of attendance, less
other financial aid received by the student.

3. The borrower may apply. for a loan in an amount
up to the aggregate maximum, within his maximum
credit-worthiness, if the school certifies a prepaid
tuition amount consistent with the school’s prepaid
tuition policy. Such prepaid tuition shall represent a
discount from payment of tuition annuaily, and the
SEAA shall approve such loan application in advance.

4, All approved loan amounts must be in whole
doliars.

B, Interest rate,

1. The interest rate may be fixed, or variable no
nwore than once monthly and tied to the stated Prime
Rate of the lender. The Prime Rate of the Virginia
Education Leoan Authority shaill be that quoted in The
Wall Street Journal

2, The maximum interest rate charged shall be the
Prime Rate of the lender plus two percentage poinis.

C. Fees.

1. The borrower shall be charged a guarantee fee in
an amount speeified by the SEAA which shall be set
from time fo time by the SEAA Board of Directors
and which shall be deducted from the loan proceeds
and remitfted to the SEAA,

2. The borrower may, at his option, eiect to purchase
credit life insurance on the loan.

D, Repayment terms.

1. The borrower shall repay the loan in monthly
installments of principal and interest of at least $50
over a maximum repayment period of 15 years from
the date the first payment of principal and interest is
due, under the terms described in § 4.3 A 1.

2, While the student is enrolled, the borrower has the
option ic make monthly payments of interest-only,
under the terms described in § 4.3 A 2.

3. Mew Serial loans will awematieslly may be
consolidated with prior loans of the same horrowers.
In such cases, the repayment period shall be a
maximum of 15 yvears froin the date the first payment
of principal and interest is due on the consolidated
loan.

4. Repayment may not be deferred once the student is
no longer enrolled . In the event of hardship, the
borrower may request and the lender may grant a
forbearance of principal, and interest-only payments
may be accepted for a reasonable and limited period
of time, '

5. Interest may not be capitalized except as pecessary
to accommodate up to 45 days accrued but unpald
interest when an existing loan is consolidaied with a
new loan. In addifion, to accommodate the sale of
loans, interest may be capitalized for up to 45 days
from the date of the last payment to the dafe of sale

6. There is no penalty for prepayment under this
program.
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PART IV.
LOAN PROCESS.

§ 4.1. School procedures.
A, School requirements.

1. The school shall complete the school section of the
Edvantage program application after the borrower
sections are completed.

2- The school shell docwment that # hes maede
mexirtm effort to utilize all other sourees of Title IV
aid aveilable {o the siudent that would be less eostly
tethestuden%{e%gr&aia&d—%eeﬂle&as}befefe

making the award; shall suffice as demenstration of
this effort: Aetusl application for a speeifie program is
et required: hewever; sueh applieatien and &
resultant award oF denial would alse serve as
documentation of the schools effert: The schoel shall
report any Pell Grant amount the student is eligible to
receive ay finaneclal aid, whether of net the student
apphes for a Pell award:

3 2. The school shall not collect from applicants any
additional fees or charges to cover the cost of
originating loans under the program.

4 3 The school shall report to the lender within 30
days of the date the school becomes aware of the
student’s withdrawal from school.

a. Any refund amount shall be determined by the
school’s stated policy. The refund shall be
forwarded, along with notification, to the lender,
within 30 days from the date the school became
aware of the change in status warranting a refund.

b. Such early termination or withdrawal shall signify
the beginning of principal repayment for those

borrowers having an in-school deferment of
principal
B: Sehool options:

1 The sehoel has the opien; subjeet o the approvel
of the SEAy e serve es eo-berrewer on any of all
leans mede for nitendance at that schook ¥ the sehoeot
eleets to exercise this oplion; the scheoel shall file in

with the SEAM showing sueh loans ms & eontingent
labilitv-

2- The seheol has the option to pay all or part of eny
berrower’s payments en the lean:

3- The scheool has the option to pay the suarentee fee
en behalf of any berrower:

€: B. Certification.

1. The school shall certify the application ne¢ later
than the last day of the loan period.

2. The signature of the financial aid officer in the
school section of the Edvantage program application
certifies that the Virginia regulations governing the
school’'s procedures have been met.

3. The certification of the financial aid officer’s own
loan application, the application of a spouse or
dependent of a financial aid officer, or an application
where conflict of interest exists, is not sufficient. In
any of these cases, the application shall be
accompanied by certification of the immediate
supervisor of the financiagl aid officer.

b. bisbursement: C. Delivery of loan proceeds.

1. Any loan proceeds remaining after the school has
subiracted the amount owed to it for the loan period
may be disbursed delivered to the student borrower or
retained on account at the written request of the
student borrower.

2. The school shall refurn undisbursed undelivered
toan proceeds to the lender within 30 days of receipt
of such proceeds.

§ 4.2. Lender procedures - origination.
A. Lender responsibilities.

In making and ceoleeting loans under the progrem; the
lender shell treat the loan as ¥ there were no guarentee:
In making and collecting loans under the program, lenders
shall exercise due diligence described in § 5.2 and shall
make no less effort than it would use on an unsecured
debt in the ordinary course of business.

B. Credit criteria.

The lender shall obtain credit information from each
applicant on the lender’s credit application(s) and evaluate
the credit of the prisnary berrewer and 2ny eco-berrowers
borrowers on whose income or net worth the lender is
making the credit-worthiness determination, by performing
at a minimum :

1. Empleyment and inceome verifieation: Credit
analysis for unsectred debt.

% Verifiention of a minimum of two years’ eredit
histery-

3: Ascessment of satisfactery credit buresut reperis or
lender decumeniation teo report exeeplion to
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derogatory Hems:
4 Yerifieption of monthly debt obligation of home
mortgagets) and; in eases where credit worthiness I8
determined on net werth eriterin; verification of home
merteage debt:

5: Assessment of the most reeent federsl imeswme lox
refurn oF mest recept Heepelnd soatement eof

self-employed applicants:
6§ & 2. Assessment of monthly debf obligation as a
percentage of monthly gross incoime no greater than

45% 409 , including the obligation on the loan
applied for under this program ; e# .

b Assessment of net worth mo less then 10 Hmes
the amevnt of the loar apphlied for under this

program:

loans shall be set from time fo time by the SEAA
Board of Directors with 94 60 days wrilten notice by
the SEAA fe the lender .

2. The lender shall deduct the guarantee fee from the
loan proceeds at disbursement.

3. The lender shall remil to the SEAA, al minimum
monthly, the amount of guarantee fees charged on all
dishursements.

4. The guarantee fee will be rebated if the loan check
is returned uncashed to the lender, or if the loan is
repaid in full by the institution within 120 days of
disbursement by & cheek sr funds {ransfer draws on
the instiution i coses where the loan cheek was

E. Death and disability insurance.

Decumented cxceptions to the debt of net weorth test E: The lender may offer and charge a reasonable fee, if
may be made oply with the prier written approval of the the borrower agrees, for death er and disabilily insurance
SioAd: on the loan.

J. In addition, for all applicants, the lender shall
satisfy  verify the absence of defaull on any
Gueranteed Shudent Lesm; PLUS Losn; Supplementsi
boan for Slodests; Federgl Insured Sludeat Lean;
Consclidation or Edveniage lsan Title IV or Edvaniage
foan .

C. Dishursement,

1. & Loan proceeds fer & student berrewer shall be
disbursed in a check or checks made copayable to the
borrower on whom the credit analysis was based and
the school and mailed to the Hnenelal eid office of
the schesl named on the application borrower’s
permmanemt address indicated on the application .

b- Loan proceecds for o parvent or other non-Studest
borrower shall be disburgsed in a cheek or checks
payable to the nen-student borrower and mailed to
the berrowers address as lsted on the application:

2, Disbursement may be made in single or multiple
installments at the option of the lender.

3. Loan proceeds may be disbursed by other funds
transfer method approved by the SEAA.

4. Loan proceeds shall not be disbursed more than 30
days before the siari of the loan period.

D. Guarantee fee.

1. The guarantee insures the lender against loss due fto
death, bankruptcy, fotal and permanent disability, or
default of the borrower. At present the guaraptee fee
is 409 of the logn amount; but may be raised er
tewered The schedule of guarantee fees for Edvantage

F. Credit bureau reporting.

The lender shall repori loan repayment information on ;
at miniovns; the poimary boerrewer all borrowers to one
or more credit burcau organizations.

§ 4.3. Lender procedures - active loan.
A, Repayment.
1. Immediate repayment option,

Repayment of the loan shall begin within 60 days of
dishursement. Repayment shall be over a maximum
period of 15 vears, in monfhly installments of at least
$50. The repayment period shall be exiended to a
maximum of 20 years only if necessary to amortize
iotal inierest, as determined by upward adjustments in
the interest rate. If 20 vears becomes insufficient to
amortize the loan fully at the original monthly
paymeni amount, the monthly payment shall increase,
There will be no penailty for prepayment.

2. In-school principal deferment option.

While the student is enrolled, the borrower has the
option to make meonthly payments of interest-only for
a mazimum of 48 months. When this option is
selected, the lender shall collect interesi rmonthly from
the borrower from the date of disbursement, beginning
within 60 days of disbursement. Interest shall not be
capitalized except as provided in § 31 B §

Repayment of principal and interest shall begin within
60 days of the lender's receipt of notice of the
student’s withdrawal or graduation from school, or ai
the expiration of the maximum 48 months’
interest-only opiion. The repayment period shall be a
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maximum of 15 years from the date the first payment
of principal and interest is due, and shall be
consistent with the minimum payment and maximum
term described in § 4.3 Al above. II, after conversion
to repayment of principal because of the student’s
withdrawal or graduation from school, the student
re-enrolls at an eligible school, repayment of principal
may again be deferred, provided that the cumulative
deferment does not exceed 48 months.

3. The lender shall notify the borrower of any interest
rate changes in accordance with Federal Banking
Regulations .

B. Forbearance.

1. Forbearance may be considered, at the lender’s
option, for circumstances such as family illness,
financial hardship, unemployment or temporary
disability, If during such a period the borrower is
unable to make regular principal and interest
payments, the lender may forbear principal payments;
interest payments may be neither forborne nor
capitalized.

2. Payment of the regular monthly installment must
be sought from all borrowers on the loan before
forbearance is granted.

3. All borrowers on the loan must be eligible for
forbearance before a forbearance may be granted.

4. Forbearance may be granted for a maximum of six
months at a time, but only when necessary to prevent
default. If the borrower requests it, forbearance may
be extended, but all periods of forbearance may not
exceed a total of 12 months during the repayment
period.

5. The SEAA reserves the right to require approval in
advance of all ferbearances.

6. The SEAA reserves the right to disallow any
forbearance.

C. Reporting and forms.

1. The lender shall provide the SEAA on at least a
monthly basis, in a format mutuzlly agreeable to both
parties, loan application data and the guarantee fees
relating to its disbursements.

2. The lender shall provide the SEAA, on at least a
monthly basis, reports of the outstanding balances on
all loans.

3. The lender shall provide the SEAA, on at least a
monthly basis, a report of any forbearances granted
during the period, unless the SEAA has given approval
in advance for such forbearances.

4. The lender shall use the standard promissory note,
applications and brochures for the program unless
otherwise agreed in writing by the SEAA.

5. The SEAA shall provide the lender, on at least a
monthly basis, a report of all leans guaranteed during
the period.

6. The SEAA shell reserves the right to perform
student status verifieation confirmation .

7. The SEAA shall! provide the lender with periodic
listings of schools approved for the program. The
SEAA shall advise the lender, in writing, of any school
for which approval has been revoked. Such revocation
shall not affect the guarantee fee on loans previously
committed.

PART V.
CLAIMS.

§ 5.1. General.
A. Filing deadline.

Claimg must be submitted to the SEAA within 30 days of
the qualifying death, disability, bankruptey or defauitf.

B. Eligibility of multiple borrowers.

Claims may be filed only after the lender has
determined that all borrowers meet the conditions for a
claim, .

C. Due diligence.

The SEAA guarantee is contingent of the lender’s due
diligence for all cjaim.

§ 5.2. Default claims.
A. Due diligence.

Fhe SEAA i3 contingent on the lender’s due
diligenee: The lender shall attempt to collect delinquent
loans using every effort short of litigation that it would
use on a conventional loan in the ordinary course of
business, If the lender so desires, it may take legal action,
but this is not required. Due diligence for default claims
requires the following actions:

1. 1 - I5 Days. Sending one written notice o the
primary borrower receiving monthly billing notices
when the lean i$ 5 to 10 fo 15 days delinquent,

2. I6 - 30 Days. Sending written notice to the
borrower and any eo-makers all borrowers when the
loan bhecomes 20 to 30 days delinguent. Such letters
should warn the borrower that, if the delinquency is
not cured, the lender will assign the loan to the
SEAA, which in turn will report the default to a credit
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bureau, thereby damaging the borrower’s credit rating,
and may bring suit against the borrower to compel
repayment of the loan. In addition, one telephone eals
contact or two aftempis at felephone contact shall be
made to the berrewer; borrowers. The lender shall
contact parents, references, ex and employers, as
necessary , to cellect on the loan or locate the
borrower, All information available to the lender shall
be pursued.

3. 31 - 50 Days. Requesting preclaims assisiance from
the SEAA when the loan becomes 38 to 48 3! fo 50 to
days delinquent.

4, Continuing all written correspondence and telephone
calls to appropriate persons when the loan is 36 te 60
31 to 50 days delinquent.

5. &1 - 60 Days. Sending final demand letter to
borrower when the loan is 66 51 fo 60 days
delinquent.

6. Preparing and submitting a claim te SEAA when
the loan is 90 days delinquent; however, the lender
may attempt collection on the loan for up to 120 days
if the lender can document in writing its reasonable
expectation that an additional 30 days of collection
will prevent a default.

Minimum due diligence shall be five four letters. In
addition to these requirements, within 10 days of Hs
once the lender is in receipt of information indicating
it does not know the borrower’s current address, the
lender must diligently aitempt to locate the borrower
through the use of standard skip-tracing techniques.
These efforts shall include, but not be limited to,
contacting the co-maker(s), relatives, references, and
any other individuals and entities identified in the
borrower’s loan file. In order to file a default claim at
the conclusion of the 90 to 120 day period, the lender
must complete and send to the SEAA the appropriate
SEAA form(s), the Promissory Note(s) marked
“Without Recourse Pay to the Order of the State
Education Assistance Authority” and endorsed by a
proper official of the lender, a schedule of payments,
where applicable, and proof of due diligence by the
lender.

B. Credit bureau notification.

In the event of default, the SEAA shall report the
default of all borrowers on the loan to one or more credit
bureau organizations.

§ 5.3. Death or disability insurance.

If the borrower has purchased death or disability
insurance, the lender may not file a death or disability
claim with the SEAA without first exhausting the
opportunity for reimbursement from the insurer. If the
borrower has not purchased such insurance, in the event

of death or disability, the SEAA, after reimbursing the
lender, may file a claim against the borrower or the
horrower’s estate,

§ 5.4. Death claims.

To receive payment in the evest of To file a claim
arising from the death of the borrower, the lender shall
complete and send ito the SEAA the appropriate SEAA
form(s), a ceriified copy of the death certificate, the
Promissory Note(s) marked “Without Recourse Pay to the
Order of the State Education Assistance Authority” and
endorsed by a proper official of the lender, a schedule of
payments made, when applicable, and any supporting
documents the lender may be abie to furnish.

§ 5.5. Total and permanent disability claims.

To file a claim arising from the total and permanent
disability of the borrower, the lender shall complete and
send to the SEAA the appropriate SEAA form(s), the
Promissory Note(s) marked “Without Recourse Pay io the
Order of the State Education Assistance Authority” and
endorsed by a proper official of the lender, a schedule of
payments made, when applicable, and any supporiing
documents the lender may be able to furnish. In addition,
the lender shall submit an affidavit from a qualified
physician (either an M.ID. or D.0.) certifying that the
borrower is unable to engage in any gainful activity or
employment due to a medical impairment that is expected
to continue indefinitely or resulf in death; the date the
borrower became unable to be employed or otherwise
qualified for a total and permanent disability claim; and
providing a description of the diagnosis.

§ 5.6. Bankrupicy claims.
A, Chapter 7 bankruptcy.

The lender determines that a borrower has {iled
bankruptcy petition on the basis of a notice received from
the bankruptcy court of the first meeting of creditors.
Upon receiving such notice, the lender shall:

1: Netify the SEAA by lelephone of the impending
pankraptey

2- 1, Immediately cease collection efforts on the loan.

3 2. If the loan has not been in repayment for a least
five seven years (exclusive of any applicable
suspension of the repayment period) on fhe date ihe
lender receives notice of the first meeting of creditors,
and the lender has no knowledge that the borrower
has filed a hardship petition, the lender must hold the
loan and not attempt collection until the bankruptcy
action has concluded. The lender shali treat the loan
as if it is in forbearance from the date of the
borrower’s filing of the bankrupicy petition until the
date the lender is nofified that the bandrupicy action
is concluded.
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3. For Chapter 7 bankruptcies in which the loan has
been in repayment for more than five seven years, or
when the borrower has filed a hardship petition, the
lender shall follow the procedures listed in § 56 B,
below.

4. Once the bankrupicy action has concluded, if the
loan has not been discharged, the lender must resume
coilection efiorts. The borrower is responsible for the
interest that has accrued during the automatic stay
period. The lender should proceed through a standard
90-day due diligence period as with any other loan.
The automatic stay period is not included in the
90-day due diligence period.

B. All other bankrupicies.

When the lender receives notice from bankruptcy court
of any other bankruptcy, the lender shall immediately file
a proof of claim with the court along with notice assigning
the debt to the SEAA and shall file a bankruptcy claim
with the SEAA if:

1. The borrower has filed a petition for relief under
Chapter 13 of the Bankruptcy Code;

2. The borrower has filed a petition for relief under
Chapter 7 of the Bankruptcy Code and the loan has
been in repayment for more than five seven years
(exclusive of any applicable suspension of the
repayment period); or

3. The borrower has filed & hardship pelition an
adversary proceeding seeking fo have a loan balance
discharged for undue hardship .

C. Documentation

The bankruptcy claim shall include the appropriate
completed SEAA form, the notice of bankrupicy, the
Promissory Note(s) marked “Without Recourse Pay to the
Order of the State Education Assistance Authority” and
endorsed by a proper ofiicial of the lender, a schedule of
payments made, when applicable, a copy of assignment of
the proof of claim and any support documenis the lender
may be able to furnish, as well as any other information
that may help the SEAA form the basis for an objection
or an exception to the bankruptcy discharge. '

§ 5.7. Claim interest payment .

The SEAA will pay interest for no more than 15 30 days

from the date that the lender is officially notified of the

death, total and permanent disability or bankruptcy, or no
more than & 30 days from the 90th day of delinquency in
the event of default, or from the 120th day in the event
that the lender has elected to pursue an additional 30 days
of collection as outlined in § 52 A 6 above. No interest i
paid for the period of time during which an incomplete
claim has been returned to the lender except as described
in § 5.8 . In addition, the SEAA pays interest on the claim

for the number of days required for review by the SEAA
elaims staff plas 10 days of the claim and for check
processing.

§ 5.8. Return of claims for inadequate documentation.

Lenders must resubmit returned claims within 30 days
of the date the incomplete claim was denied by the SEAA.
If the lender shows that the claim was denied incorrectly,
he may appeal and will be granted up fo an additional 30
days interest. Lenders may not resubmif a claim that has
been denied for inadequate documentation more than
once.

PART VI
ASSIGNMENT TO SERVICER OR SECONDARY
MARKET.

§ 6.1. Servicing.

The lender may negotiate the servicing of loams under
this program with a servicing agency. The SEAA must
approve the use of any servieer. The servicer will be
regarded as the lender’s agent, and the Ilender wili
continue to be bound by the terms of these regulations.

§ 6.2. Secondary market,

The lender may negotiate the sale of these loans to a
secondary market. The lender tust obinin SEAN appreval
of the use of any secondary market; and No loan may be
sold to any entity that is not party to & gusrantee an
Edvantage participation agreement with the SEAA except
with the written permission of the SEAA. The lender shall
notify the SEAA promptly of the assignment of any loans
to a secondary market.

§ 6.3. Notification to borrower in the event of sale.

If the sale or servicing of an Edvantage loan is to result
in a change in the identity of the party to whom ihe
borrower must send subsequent paymenis, the purchaser
or servicer of the loan must notify the borrower within 30
days of the sale or transfer. The notice shall include:

1. An annotuncement of the sale or transfer;
2. The identify of the owner of the loan;

3. The name and address of the party fo whom
subsequent payments must be sent; and

4. The telephone number of the purchaser or servicer.

DEPARTMENT OF GAME AND INLAND FISHERIES
{BOARD OF)

NOTE: The Board of Game and Inland Fisheries is
exempted from the Administrative Process Act (§ 9-6.14:4.1
of the Code of Virginia); however, it is redquired by §
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9-6.14:22 to publish all proposed and final regulations.

Title of Regulation:
VR 325-01. Definitions and Miscellaneous.
VR 325-91-1. In General.
VR 325-81-2. Importation, Possession, Sale, Etc., of
Animals.
VR 325-82. Game.
VR 325-02-2, Bear.
VR 325-02-6. Deer.
VR 325-02-19. Raccoon.
VR 325-02-17. Permits.
VR 325-03. Fish.
VR 325-83-1. Fishing Generaliy.

Statutory Authority: §§ 29.1-50% and 29.1-502 of the Code of
Virginia.

Summary;

Summaries are not provided since, in most instances
the summary would be as long or longer than the full
text,

VR 1325-01. DEFINITIONS AND MISCELLANEOUS.
VR 325-01-1. In General

§ 4, “Wild animal,” “native animal,” “paturalized animal,”
“nonnative (exotic) animal” and “domestic animal.”

In accordance with § 28.1-100 of the Code of Virginia,
the following terms shall have the meanings ascribed fo
them by this section when used in regulations of the
board:

“Wild animal” means any member of the animal
kingdom, except domestic animals, including without
Iimitation any npaiive, naturalized, or nonnative (exofic)
mammal, fish, bird, amphibian, reptile, mollusk,
crustacean, arthropod or other invertebrale, and includes
any hybrid thereof, except as otherwise specified in
regulations of the board, or pari, product, egg, or offspring
thereof, or the dead body or parts thereof.

“Native animal” means those species and subspecies of
animals naturally occurring in Virginia, as included in the
deparimeni’s 1891 official listing of *Native and
Naturalized Fauna of Virginia,” with copies available In
the Richmond and regional offices of the department.

“Naturalized animal” means those species and subspecies
of animals not originally native to Virginia which have
established wild, self-sustaining populations, as included in
the department’s 1991 official listing of “Native and
Naturalized Fauna of Virginia,” with copies available in
the Richmond and regional offices of the depariment.

“Nonnative (exofic) animal”’ means those species and
subspecies of animals not naturally occurring in Virginia,
excluding domestic and naturalized species.

The following animals are defined as domestic animals.

Domestic dog (Canis familiaris) including hybrids with
wolves (Canis lupus).

Domestic cat (Felis catus), including hybrids with wild
felines.

Domestic horse (Equus caballus), including hybrids
with Equus asinus).

Domestic ass, burro, and donkey (Equus asinus).
Domestic cattle (Bos taurus and Bos indicus).

Domestic sheep (Ovis aries) including hybrids with
wild sheep.

Domestic goat (Capra hircus).

Domestic swine (Sus scrofa domestica),
pot-bellied pig.

including

Llama (Lama glama).
Alpaca (Lama pacos).
and Camelus

Camels (Camelus bactrianus

dromedarius).

Domesticated races of hamsters (Mesocricefus spp.).
Domesticated races of mink (Mustela vison) where
adults are heavier than 1.15 kg or their coat color can
be distinguished from wild mink,

Domesticated races of red fox (Vulpes) where their
coat color can be distinguished from wild red fox.

Domesticated races of guinea pigs (Cavia porcellus).
Domesticated races of gerbils {Meriones unguicilatus).
Domesticated races of chinchillas (Chinchilla laniger).

Domesticated races of rats (Raftus norvegicus and
Rattus rattus).

Domesticated races of mice (Mus muscuius).

Domesticated races of European rabbit (Oryctolagus
cuniculus).

Domesticated races of chickens (Gallus).
Domesticated races of turkeys (Meleagris gallopavo).

Domesticated races of ducks and geese distinguishable
morphologically from wild birds.

Feral pigeons (Columba domestica and Columba livia)
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and domesticated races of pigeons.

Domesticated races of guinea fowl
meleagris).

(Numida

Domesticated races of peafowl (Pavo cristatus).
§ 18 Taking of invertebrates,
A, Earthworms.

Earthworms may be taken at any time for private or
commercial use,

B. Other invertebrates.

Except as otherwise provided for in §§ 3.1-1020 through
3.1-1030 and 29.1-418 of the Code of Virginia and in VR
325-01-1, § 13 VR 325012 and VR 325035 § 1
inverfebrates, other than those listed in endangered or
threatened, may be taken for private use,

VR 325-01-2. Importation, Possession, Sale, Ete,, of
Animals.

§ 1. Possession, importation, sale, efc., of wild animals.

Under the authorify of §§ 28.1-103 and 29.1-521 of the
Code of Virginia it shall be unlawful to take, possess,
import, cause to be imported, export, cause to be
" exported, buy, sell, offer for sale or liberate within the
Commonwealth any wild animal unless otherwise
specifically permitted by law or - regulation. Unless
otherwise stated, for the purposes of identifying species
regulated by the board, when both the scientific and
common names are listed, the scientific reference fto genus
and species will take precedence over common names.

§ 2. Permit required to import, liberate or possess
predatory or undesirable animals or birds.

Under the authority of § 29.1-542 of the Code of
Virginia, live wolves or coyoles, or birds or animals
otherwise classed as predatory or undesirable, may not be
imported into the Commonwealth or liberated therein, or
possessed therein, except under a special permit of the
board. Before such permit is issued, the importer shall
make application to the departmeni, giving the place of
origin, the name and address of the exporter and a
certificate from a licensed and accredited practicing
veterinarian, or certified fish pathologist, certifying that
the animal fo be imported is not manifesting any signs of
infectious, contagious, or communicable disease.

§ 3. Exclusions.

This regulation does not cover albino reptiles and albino
amphibians or those domestic animals as defined in VR
325-01-1, § 4.

'$ 4 Imporiation requiremenis, possession and sale of

nonnative (exotic) animals.
A, Permit required.

A special permit is required and may be issued by the
department, if consistent with the department’s fish and
wildlife management program, to Import, possess, or sell
those nonnative (exotic) animals listed below that the
board finds and declares fo be predatory or undesirable
within the meaning and intent of § 29.1-542 of the Code of
Virginia, in that their introduction info the Commonwealih
will be detrimental fo the native fish and wildlife
resources of Virginia:

AMPHIBIANS :
Order Family Genus/Species Common Name
Anura Buforidae Bufo marinus Giant or marine
toad*
Pipidae Xenopus spp. Tongueless or
. African
clawed frog
Caudata Ambysto- Ambystoma Barred tiger
matidae tigrium salamander
mavortium
A. t. diaboii Gray tiger
salamander

A. t. melanostictum Blotched tiger
salamander

BIRDS:

Order Family Genus/Species Common
Name
Psittaciformes Psittacidae Myjopsittse Monk
monachus parakeet*
FISH:
Qrder Family Genus/Species Common

Name

Cypriniformes Catostomidae Ictiobus bubalus Smallmouth”

bufrfalo

I. eyprinellus Bigmouth*
buffalo
I. niger Elack
buffaio*
Characidae Pygoprigtis spp. Piranhas

Pygocentrus spp.
Rooseveltielia spp.
Serrasalmo spp.
Serrasalmus spp.
Taddyelir spp.

Cyprinidae Aristichyhys Bighead
nobilis carp*
Ctenopharyngedon §&rass carp
idella or white amur
Hypophthalmichthys Silver
Carp*
molitrix
Mylopharyngodom  Black carp
piceus
Scardinius Rudd
erythrophthalmus
. Tinca tinca Tench*
Pereciformes Cichlidae Tilapia spp. Tilapia
Gymnocephalus Ruffe*
cernuum
Siluriformes Clariidae All spacies AlIr-breathing
catfish
MAMMALS :
Order Family Genus /Species Common Name
Artiodactyla Suidae All Species Pigs or Hogs*
Cervidae All Speciea Deer”
Caraivora Canidae All Species ¥ild Dogs*,

Wolves,
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Coyotes or
hybrids
thereaf,
Jackals and
Foxes

Bears*
Raccoons and*

Ursidae All Species
Procyonidae All

Species Relativas
Mustelidae All Weasels,
Species Badgers, *
Skunks and
Otters
EXCEPT:
Mustela Ferret
Putorius furo
Viverridae All Species Civets,
Genets, *
Lingsangs,
Mongooses,
and
Fossas
Herpestidae All Species Mongooses*
Hyaenidae All Species Hyenas*
Protelidae Proteles Aardwolf*
crigtatus
Felidae All Species Cats*
Chiroptera All Species Bats*
Lagomorpha Lepridae Lepus European
Buropereous hare
Oryctolagus European
cuniculus rabbit
MOLLUSKS :
Order Family Genus/Species Common Name
Veneroida Dreissenidae Dreissena Zebra mussel
polymorpha
REPTILES:
Order Family Genus/Species Common Name
Squamata Alligatoridae AlIl Species Alligators,
caimans*
Colubridae Boiga Brown tree
illegularis snake*
Crocedyiidae All Species Crocodiles*
Gavialidae All Species Gaviais*

B. Temporary possession permit for certain animals.

Not  withstanding the permitfing requirements of
subsection A, a person, company or corporation possessing
any nonnative (exolic) animal, designated with an asterish
(* in subsection A, prior fo July I, 1992 must deciare
such possession in writing to the department by January
1, 1993, This written declaration shall serve as a permit
for possession only, is not transferable, and must be
renewed every five years. This wriften declaration must
include species name, common name, number of
individuals, data’s) acquired, sex (if possible), estimated
age, height or length, and other characteristics such as
bands and band numbers, tatoos, registration numbers,
coloration, and specific markings. Possession transfer will
require a new permit according lo the requirements of
this subsection.

C. Exception for certain monk parakeets.

A permit is not required for monk parakeets (quakers)
that have been captive bred and are closed-banded.

D. Exception for parts or products.

A permit is not required for parts or products of those
nonnative (exotic) animals that may be used in the
manufacture of products or used in sclentific research,
provided that such parts or products be packaged outside
the Comumonwealth by any person, company, or
corporation duly licensed by the state in which the parts
originate. Such packages may be Iransported into the
Commonwealth, consistent with other state laws and
regulations, so lomg. as (he original package remains
unbroken, unopened and intact until ifs point of
destination is reached. Documentation concerning the type
and cost of the animal parts ordered, the purpose and
date of the order, point and date of shipping, and date of
receiving shall be kept by the person, business or
institution ordering such nonnative (exotic) animal parts.
Such documentation shall be open to inspection by «a
representative of the Deparfment of Game and Inland
Fisheries.

E. Exception for certain mammals.

A permit is not required for nonnative (exotic) mammals
that are imported or possessed by dealers, exhibitors,
transporters and researchers that are licensed or
registered by the United States Department of Agriculture
under the Animal Welfare Act, provided, that such
animals shall not be liberated within the Commonwealth.

F. All other nonnative (exotic) animals.

All other nonnative {exotic) animais, not listed in
subsection A may be possessed and sold; provided, that
such animals shall be subject to all applicable local, state,
and federal laws and regulations, including those that
apply  to threaienedfendangered species, and further
provided, that such animals shall not be liberated within
the Commonwealth.

VR 325-02. GAME.,
VR 325-02-2, Bear.
§ 12. Bear hound fraining season.

Excepl as otherwise specifically provided in the sections
appearing in this regulation, it shall be lowful to chase
black bear with dogs, withou! capturing or taking, in ail
counties in which bear hunting 1s permitted (except in the
counties of Bland, Pulaski, Russell, Smyth, Tazewell,
Washington and Wythe) from the first Saturday in
September through the first Saturday in October, both
dates inclusive. It shall be unlawful to have in immediate
possesston a firearmn, bhow or any weapon or device
capable of taking a black bear.

VR 325-82-6. Deer.
§ 2. Open season; counties west of Blue Ridge Mountains

and certain counties or parts thereof east of Blue Ridge
Mountains.
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It shall be lawful to huni deer on the third Monday in
November and for 11 consecutive hunting days following
in the counties west of the Blue Ridge Mountains (except
on the Radford Army Ammunifion Plant in Pulaski
County), and in the counties of Amherst (west of U. S.
Route 29), Bedford, Campbell (west of Norfolk Southern
Railroad except in the City of Lynchburg ), Franklin,
Henry, Nelson (west of Route 151), Patrick and
Pittsylvania (west of Norfolk Southern Railroad), and on
the Chester F. Phelps and G. Richard Thompson Wildlife
Management areas.

§ 10. Bag limit; same; either sex, full season.

The general firearms bag limit for deer shall be two a
day, three a license year, one of which must be an
anflerless deer, either sex full season, in the counties of
Bedford, Fairfax, Loudoun, Pitisylvania (west of Norfolk
Southern Railroad), and in the City of Lynchburg, and on
Back Bay National Wildlife Refuge, Caledon Natural Area,
Camp Peary, Cheatham Annex, Chincoteague National
Wildlife Refuge, Dahlgren Surface Warfare Center, Dam
Neck Amphibious Training Base, Dismal Swamp National
Wildlife Refuge, Eastern Shore of Virginia National
Wildlife Refuge, False Cape State Park, Fentress Naval
Auxiliary Landing Field, Fisherman’s Island National
Wildlife Refuge, Fort Belvoir, Fort Eustis, Fort Lee, Fort
Pickett, Harry Diamond Laboratory, Langley Air Force
Base, Naval Air Station Oceana, Northwest Naval Securify
Group, Presquile National Wildlife Refuge, Quantico
Marine Corps Reservation, Radford Army Ammunition
Plant, Sky Meadows State Park, York River State Park
and Yorktown Naval Weapons Station. -

§ 18. Hunting with dogs prohxblted in certain counties and
areas,

A. Generally.

It shall be unlawful to hunt deer with dogs in the
counties of Amherst (west of U.S. Route 29), Bedford,
Campbell (west of Norfolk Southern Railread, and in the
City of Lynchburg ), Fairfax, Franklin, Henry, Loudoun,
Nelson (west of Route 151), Northampton, Patrick and
Pittsylvania (west of Norfolk Southern Railroad); and on
the Amelia, Chester F. Phelps, G. Richaré¢ Thompsen and
Pettigrew Wildlife Management Areas.

B. Special provision for Greene and Madison counties.

It shall be unlawful to hunt deer with dogs during the
first 12 hunting days in the counties of Greene and
Madison.

VR 325-02-19, Raccoon.

Part T
Chasing.

§ 1.2 Same; Counties west of Blue Ridge Mountams
~ possession of certain devices unlawful.

It shalt be lawful to chase raccoon with dogs, without
capturing or taking, on private lands in all counties west
of the Blue Ridge Mountains from August 1 through the
last day ef Jammary May 3/, both dates inclusive. It shall
be unlawful to have in immediate possession a firearm,
bow, axXe, saw, or any tree climbing device while hunting
during this chase season.

VR 325-02-27. Permits.
§ 12- Importation of eertain enimals:
k sh&}i be &nlawfa} te #mport of emuse to be fmpeﬁeé

setting forth thet the animel; or animals; to be imported is
free of rabies o any ether infection oF contagieus disease:

§ 13- Importation of Europesn hare and Huropean of San
Fuan rabbit:

In neeordanee with authority conferred by § 203103 of
the Code eof Virginia; the depariment finds and declares
thefeﬂevaﬂgsiaeelestabepfedatefyef&n&es&ab&em

I shell be unlawiul;, pursuant to § 20-1-542 of the eode;
te impert; eause to be imported; buy, sell or offer for sale
or liberate within the ecommonweslth any of the
gbove-named speeies unless a permit therefor is  fivst
ebtained from the department

Before such permit i3 issued; the importer shall make
application to seid department giving the place of origin;
‘eheﬂamea&daé&mss&fthee*peﬁefaﬂd&eemﬂea%e
from & licensed veterinarian setbing forth that
the enimel; or animals; o be imported is free of rabies or
any other infection or comitugious disease:

VYR 325-03. FISH.
'VR 325-03-1. Fishing Generally.
& 5 Permit required for imporiatien; ete; of cerlnin
species:

In ceeordance with authority comferred by § 204103 of
the Cede of Virginie; the board finds and deelares the
following speeies to be predatory or undesirable within the
meaning and intent of those terms as used in § 201542 of
the Cede; in that their introducton inte the commenwesith
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will be detrimentad to the native fish resources of Virginias
Rudd <{(genus Seardinius); tilapia {any of the genera
TFilapia; Saretherodon of Orcochromisy; piranhe {any of the
genere  Serrasahmus; Reeseveltiele; or Pygeeemtrus)y
waﬂa&ge&tﬂshf&nyef%hege&us%as)—eie&&&{—?e*as}

I schell be unlewiul; pursuant to § 20-1-542 of the Code;
te imperh; eause o be imported; pessess; buy; sell of oifer
for sale oF liberate within the commonwenlth any live
speeimens; live hybrids or vieble eggs of the sbovenamed
species unless & permit therefor is first obinined from the
department. cxcept thet the African elowed freg may be
imporied and/for seld but not lberated; witheut sueh
permit, when such aetion ean be showsn to be an essential
part of & specifie researeh or educations] projeet designed
te advance secientifie knowledge by achieving preeisely
formmulated objeetives:

DEPARTMENT OF HEALTH (STATE BOARD OF)

REGISTRAR'S NOTICE: Due to its length, the following
proposed regulation filed by the Department of Health is
not being published. However, in accordance with §
8-6.14:22 of the Code of Virginia, the summary is being
published in lien of the full text. The full text of the
regulation is available for public inspection at the office of
the Regisirar of Regulations and at the Department of
Health.

Title of Regulation: VR 355-34-404. Alternative
Discharging Sewage Treatment Regulations {or

Endividual Single Family Dwellings.

Statutory Authority: §§ 32.1-12, 32.1-163 and 32.1-164 of the
Code of Virginia.

Public Hearing Daies:

May 18, 1892 - 7 p.m.

May 19, 1892 - 7 p.m.

May 20, 1992 - 7 p.m.

May 21, 1892 - 7 p.m.

May 27, 1892 - 7 p.m.
(See Calendar of Events section
for additional information)

Summary:

These regulations establish criteria for permifting,
constructing and operaling sewage (reatment systems
serving single family homes. that discharge into state
waters and are permitied under the State Waler
Control Board’s general permit. Prior lo the effective
date of these regulations, systems of this type were
permitted under emergency regulations promuigated
by the Department of Health. Prior lo the emergency
regulation the State Water Control Board regulated
these discharges in their entirely under the VPDES

program.

The proposed regulations create three classes of
discharging system approvals: experimental,
preliminary and general. Fxperimental systems have
little or no formal data or testing to support their
capability to operate safisfactorily. Sysitems with

preliminary approval have limited formal data
available on  their in-situ performance to (treat
residential wastewater. Such date may Include
NSF/ANSI International Standard 40 ‘fest results.

Systems that have general system approval have
demonsirated their capability to treat effluent reliably
under actual residential conditions.

Land owners wishing {o install an allernative
discharging system must register their point of
discharge with the SWCE under the General Permit
program and apply for a permit from the Department
of Health. These regulations establish sethack
distances, slope reguirements, dilution criteria and
other standards necessary for the department fto issue
a construction permit.

Once installed, the regulations create operating,
monttoring and maintenance criteria. The regulation
establishes how systems are to be monitored for
compliance with the SWCB's general permit and
mandate that maintenance coniracts be in place for
all systems. The responsibility for monitoring and
mainitaining systems lies with the homeowner and is
accomplished by the private sector through a
maintenance contract.

Owners of Iindividual systems failing to meef the
discharge standards of the General Permit are
required to-make appropriale repairs and demonsirate
through testing that the repairs have been effective.
Systems of one iype or design, that routinely fail to
meet the discharge limits, can have their approval
suspended or approved.

VIRGINIA HOUSING DEVELOPMENT AUTHORITY

NOTICE: The Virginia Housing Development Authority is
exempted from the Adminisirative Process Act (§ 9-6.14:1
et ‘seq. of the Code of Virginia); however, under the
provisions of § 9-6.14:22, it is required ito publish all
proposed and final regulations.

Title of Regulation: VR 480-62-0003. Rules and Regulations
for Single Family Mortgage Loans ¢o Persons and
Families of Low and Meoderate Income.

Statutory Authority: § 36-55.30:3 of the Code of Virginia.

Public Hearing Date: N/A — Wrilten comments may be
submitted until April 15, 1992,

(See Calendar of Events section

for additional information)
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Summary;

The proposed amendmenis to the authority's rules
and regulations applicable fto its single family
mortgage loan program will (i) redefine ‘originating
guide” lo include both Parts I and II of the rules and
regulations; (¥) delete provisions relating to the
Farmers Home Administration Interesi Assistance
Program In  which the authority will not be
participating; (i) delete the reference to the specific
amount of the reservation fee and continue to allow
the authority lo sel the amount from lime fo time;
(v} continue to allow $100 of the reservation fee to
be applied by the originating agent o ils fee and
require balance to be remifted fo the authorily; and
(vl make minor Cclarifications and {ypographical
corrections.

VR 400-02-003. Rules and Regulations for Single Family
Mortgage Loans to Persons and Families of Low and
Moderate Income.

PART 1.
GENERAL.

§ 1.1. General.

The following rules and regulations will be applicable to
mortgage loans which are made or financed or are
proposed fo be made or financed by the authority to
persons and families of low and moderate income for the
acquisition (and, where applicable, rehabilitation),
ownership and occupancy of single family housing units.

In order to be considered eligible for a mortgage loan
hereunder, a “person” or ‘“family” (as defined in the
authority’s rules and regulations) must have a “gross
family income” (as determined in accordance with the
authority’s rules and regulations) which does not exceed
the applicable income limitation set forth in Part 1I
hereof. Furthermore, the sales price of any single family
unit to be financed hereunder must not exceed the
applicable sales price limit set forth in Part II hereof. The
term “sales price,” with respect to a mortgage loan for
the combined acquisition and rehabilitation of a single
family dwelling unit, shall include the cost of acquisition,
plus the cost of rehabilitation and debt service for such
period of rehabilitation, not fo exceed three months, as the
executive director shall determine that such dwelling unit
will not be available for occupancy. In addition, each
mortgage loan must satisfy all requirements of federal law
applicable to loans financed with the proceeds of
tax-exempt bonds as set forth in Part II hereof,

Mortgage loans may he made or financed pursuant to
these rules and regulations only if and to the extent that
the authority has made or expects io make funds available
therefor.

Notwithstanding anything to the contrary herein, the
executive director is authorized with respect to any

mortgage loan hereunder {o waive or modify any
provisions of these rtules and regulations where deemed
appropriate by him for good cause, to the extent not
inconsistent with the Act.

All reviews, analyses, evaluations, inspections,
determinations and other actions by the authority pursuant
to the provisions of these rules and regulations shall be
made for the sole and exclusive benefit and protection of
the authority and shall not be construed to waive or
modify any of the rights, benefils, privileges, duties,
liabilities or responsibilities of the authority or the
mortgagor under the agreements and documenis executed
in connection with the mortgage loan.

The rules and regulations set forth herein are intended
to provide a general description of the authority’s
processing requirements and are not intended to include
all actions involved or required in the originating and
administration of mortgage loans under the authority’s
gingle family housing program. These rules and regulations
are subject to change at any time by the authority and
may be supplemented by policies, rules and regulations
adopted by the authority from time to time.

§ 1.2, Origination and servicing of mortgage loans.
A. Approval/definitions.

The originating of mortgage loans and the processing of
applications for the making or financing thereof in
accordance herewith shall, except as noted in subsection G
of this § 1.2, be performed through commercial banks,
savings and lean associations, private mortgage bankers,
redevelopment an housing authorities, and agencies of
local government approved as originating agents
("originating agents”) of the authority. The servicing of
mortgage ioans shall, except as noted in subsection H of
this § 1.2, be performed through commercial banks,
savings and loan asscciations and private mortgage bankers
approved as servicing agents (“servicing agenis') of the
authority,

To be initially approved as an originating agent or as a
servicing agent, the applicant must meet the following
qualifications:

1. Be authorized ito do business in the Commonwealth
of Virginia;

2. Have a net worth equal to or in excess of $250,000
or such other amount as the executive director shall
from time fo time deem appropriate, except that this
qualification requirement shall not apply to
redevelopment and housing authorities and agencies of
local government;

3. Have a staff with demonstrated ability and
experience in mortgage loan origination and processing
(in the case of an originating agent applicant) or
servicing (in the case of a servicing agent applicant);
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and

4. Such other qualifications as the executive director
shall deem to be related to the performance of is
duties and responsibilities. :

Each originating agent approved by the authority shall
enter into an originating agreement (“originating
agreement”), with the authority containing such terms and
conditions as the executive director shall require with
respect to the origination and processing of mortgage loans
hereunder. Each servicing agent approved by the authority
shall enter into a servicing agreement with the authority
containing such terms and conditions as the executive
director shall require with respect te the servicing of
mortgage loans.

An applicant may be approved as both an originating
agent and a servicing agent ("originating and servicing
agent”). Each originating and servicing agent shall enter
into an originating and servicing agreement (“originating
and servicing agreement”) with the authority containing
such terms and conditions as the eXecutive director shall
require with respect to the originating and servicing of
morigage leans hereunder.

For the purposes of these rules and regulations, the
term “originating agent” shall hereinafter be deemed to
include the term “originating and servicing agent,” unless
otherwise noted or fthe context indicates otherwise
Similarly, the term ‘“originating agreement” shall
hereinafter be deemed to include the term “originating
and servicing agreement,” unless otherwise noted or the
context indicates otherwise . The term “servicing agent”
shall continue to mean an agent authorized only to service
morigage loans. The term “servicing agreement” shall
continuve to mean only the agreement between the
authority and a servicing agent.

Originating agents and servicing agents shall maintain
adequate books and records with respect to mortgage
loans which they originate and process or service, as
_applicable, shall permit the authority to examine such
books and records, and shall submit to the authority such
reports (including annual financial statements) and
information as the authority may require. The fees
payable fo the originating agents and servicing agents for
originating and processing or for servicing mortgage loans
hereunder shall be established from time to time by the
executive director and shall be set forth in the originating
agreements and servicing agreements applicable to such
originating agents and servicing agents.

B. Allocation of funds.

The executive director shall allocate funds for the
making or financing of mortgage loans hereunder in such
manner, to such persons and entities, in such amounts, for
such period, and subject to such terms and conditions as
he shall deem appropriate to best accomplish the purposes
and goals of the authority. Without limiting the foregoing,

the executive director may allocate funds (i) to morigage
loan applicants on a firsi-come, firstserve or other basis,
(ii) to originating agenis and state and local government
agencies and instrumentalities for the origination of
mortgage  loans to qualified applicants and/or (jii) to
builders for the permanent financing of residences
constructed or rehabilitated or to be constructed or or
rehabilitaied by them and to be sold to qualified
applicants. In determining how to so allocate the funds,
the executive director may consider such faciors as he
deems relevant, including any of the following:

1. The need for the expediiious commitment and
disbursement of such funds for mortgage loans;

2. The need and demand for the financing of
mortgage loans with such funds in the various
geographical areas of the Commenwealth,

3. The cost and difficuity of administration of the
allocation of funds;

4, The capability, history and experience of any
originating agents, siate and local governmental
agencies and instrumenialities, builders, or other
persons and entities (other than mortgage loan
applicants) who are to receive an allocation; and

5. Housing conditions in the Commonwealth.

In the eveni that the executive director shall
determine to make allocations of funds to builders as
described above, the following requirements must be
satisfied by each such builder:

1. The builder must have a valid contractor's license
in the Commonwealth;

2. The hbuilder must have at least three years'
experience of a scope and nature similar to the
proposed construction or rehabilitation; and

3. The builder must submil to the authority plans and
specifications for the proposed construction or
rehabilitation which are acceptable to the authority.

The executive director may from time to time take such
action as he may deem necessary or proper in order to
solicit applications for allocation of funds hereunder. Such
actions may include advertising in newspapers and other
media, mailing of information to prospective applicants
and other members of the public, and any other methods
of public announcement which the executive director may
select as appropriate under the circumsiances. The
executive director may impose requirements, limitations
and conditions with respect to the submission of
applications as he shall consider necessary or appropriate.
The executive director may cause market studies and
other research and analyses to be performed in order io
determine the manner and conditions under which funds
of the authority are to be allocated and such other
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matters as he shall deem appropriate relating thereto. The
authority may also comsider and approve applications for
allocations of funds submitied from time to time to the
authority without any solicitation therefor on the part of
the authority.

€. Originating guide and servicing guide.

The originating guide attoched hereto a5 Part H is
incorperated imlo and made g part of these rules and
regulations: These rules and regulations constitute the
originating guide of the authority. All exhibits and other
documents referenced in the eriginating suide Aerern are
not included in, and shall not be deemed to be a part of,
these rules and regutations. The executive director is
authorized to prepare and from time te time revise a
servicing guide which shall set forth the accounting and
other procedures to be followed by all originating agents
and servicing agents responsible for the servicing of
morigage loans under the applicable originating
agreements and servicing agreements. Copies of the
servicing guide shall be available upon request. The
executive director shall be responsible for the
impilementation and interpretation of the provisions of the
originating guide and the servicing guide.

D. Making and purchase of new mortgage loans.

.. The authority may from time fo time (i) make mortgage
loans directly to mortgagors with the assistance and
“services of its originating agents and (ii) agree o purchase
individual mortgage loans from its originating agents or
servicing agenis upon the consummation of the closing
thereof. The review and processing of applications for
such mortgage loans, the issuance of mortgage Ioan
commitments therefor, the closing and servicing (and, if
applicable, the purchase) of such mortgage loans, and the
terms and condifions relating to such mortgage loan$ shall
be governed by and shall comply with the provisions of
the applicable originating agreement or servicing
agreement, the originating guide, the servicing guide, the
Act and these rules and regulations.

If the applicant and the application for a mortgage loan
meet the requirements of the Act and these rules and
regulations, the executive director may issue on behalf of
the authority a morigage loan commiiment to the applicant
for the financing of the singie family dwelling unit, Subject
to the approval of ratification thereof by the board. Such
mertgage loan commitment shall be issued only upon the
determination of the authority that such a mortgage loan
is not otherwise available from private lenders upon
reasonably equivalent terms and ceonditions, and such
determination shall be set forth in the mortgage loan
commitment. The original principal amount and term of
such mortgage loan, the amortization period, the terms and
conditions relating to the prepayment thereof, and such
other terms, conditions and requirements as the executive
director deems necessary or appropriate shall be set forih

" or incorporated in the mortgage loan commitment issued

on behalf of the authority with respect to such mortgage

loan.
E. Purchase of existing mortgage loans.

The authority may purchase from time to time existing
mortgage loans with funds held or received in connection
with bonds issued by the authority prior to January 1,
1981, or with other funds legally available therefor. With
respect to any such purchase, the executive director may
reqguest and solicit bids or proposals from the authority’s
originating agents and servicing agents for the sale and
purchase of such mortgage loans, in such manner, within
such time period and subject to such term$ and conditions
as he shall deem appropriate under the circumstances.
The sales prices of the single family housing units
financed by such mortgage loans, the gross family incomes
of the mortgagors thereof, and the original principal
amounts of such mortgage loans shall not exceed such
limits as the executive director shall establish, subject to
approval or ratification by resolution of the board. The
executive director may take such action as he deems
necessary or appropriate to solicit offers to sell mortgage
loans, including mailing of the request to originating agents
and servicing agents, advertising in newspapers or other
publications and any other method of public announcement
which he may select as appropriate under the
circumstances. After review and evaluation by the
executive director of the bids or proposals, he shall select
those bids or proposals that offer the highest yield to the
authority on the mortgage loans (subject to any limitations
imposed by law on the authority) and that best conform to
the terms and conditions established by him with respect
to the bids or proposals. Upon selection of .such bids or
proposals, the executive director shall issue commitments
to the selected originating agents and servicing agents fo
purchase the mortgage loans, subject to such terms and
conditions as he shall deem necessary or appropriate and
subject to the approval or ratification by the board. Upon
satisfaction of the terms of the commitments, the
executive director shall execute such agreements and
documents and take such other action as may be
necessary or appropriate in order to consummate the
purchase and sale of the mortgage loans, The mortgage
loans so purchased shall be serviced in accordance with
the applicable originating agreement or servicing
agreement and the Servicing Guide. Such mortgage loans
and the purchase thereof shall in all respects comply with
the Act and the authority’s rules and regulations.

F. Delegated underwriting.

The executive director may, in his discretion, delegate
to one or more originating agenis the responsibility for
issning commitments for mertgage loans and disbursing the
proceeds hereof without prior review and approval by the
authority. The issuance of such commitments shall be
subject to ratification thereof by the board of the
authority, If the executive director determines to make
any such delegation, he shall establish criteria under
which originating agents may qualify for such delegation.
If such delegation has been made, the originating agents
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shall submit all required documentation to the authority
after closing of each mortgage loan. If the executive
director determines that a mortgage loan does not comply
with the preeessing originating guide, the applicable
originating agreement, t he Act or these rules and
regulations, he may require the originating agents to
purchase such mortgage loan, subject to such terms and
conditions as he may prescribe.

G. Field originators.

The authority may uiilize financial institutions, mortgage
brokers and other private firms and individuals and
governmental entities (“field originators”) approved by the
authority for the purpose of receiving applications for
mortgage loans, To be approved as a field originaior, the
applicant must meet the following qualifications:

1. Be authorized to do business in the Commonwealth
of Virginia;

2. Have made any necessary filings or registrations
and have received any and all necessary approvals or
licenses in order to receive applications for mortgage
loans in the Commonwealth of Virginia;

3. Have the demonstrated ability and¢ experience in
the receipt and processing of mortgage loan
applications; and

4, Have such other qualifications as the executive
director shail deem to be related fo the perfoermance
of its duties and responsibilities.

Each field originator approved by the authority shall
enter into such agreement as the executive director shall
require with respect to the receipt of applications for
mortgage loans. Field originators shall perform such of the
duties and responsibilities of originating agents under these
rules and regulations as the authority may reguire in such
agreement,

Field originators shall maintain adequate books and
records with respect to morigage loans for which they
accept applications, shall permit the authority to examine
such books and records, and shall submit to the authority
such reports and information as the authority may require.
The fees to the field originators for accepting applications
shall be payable in such amount and at such time as the
executive director shall determine.

In the case of morigage loans for which applications are
received by field originators, the authority may process
and originate the morigage loans; accordingly, unless
otherwise expressly provided, the provisions of these rules
and regulations requiring the performance -of any action
by originating agents shall not be applicable to the
origination and processing by the authority of such
mortgage loans, and any or all of such actions may be
performed by the authority on its own behalf,

H. Servicing by the authority.

The authority may service mortgage loans for which the
applications were received by field originators or any
morfgage loan which, in the determination of the
authority, originating agents and servicing agents will not
service on terms and conditions acceptable to the authority
or for which the originating agent or servicing agent has
agreed to terminate the servicing thereof.

PART 1L
MRGINIA HOUBING BEVELOPMENT AUTHORITY
PROCESSING GUIPE:

Artiele k&
Eiigibiity Reaui i
PROCESSING GUIDELINES,
§ 2.1. Eligible persons and families.
A, Person.
A one-person household is eligible.
B, Family.

A gingle family loan can be made to more than one
person only if all such persons to whom the loan is made
are related by blood, marriage or adoption and are living
together in the dwelling as a single nonprofit housekeeping
unit,

C. Citizenship.

Each applicant for an authority mortgage loan must
either be a United States citizen or have a valid and
current alien registration card (U.S. Department of
Immigration Form 1-551 or U.S. Department of
Immigration Form 1-151).

§ 2.2. Compliance with cerfain requiremenis of the
Internal Revenue Code of 1986, as amended (hereinafter
“the tax code”).

The tax code imposes certain requirements and
restrictions on the eligibility of mortgagors and residences
for financing with the proceeds of tax-exempt bonds. In
order to comply with these federal requirements and
restrictions, the authority has established certain
procedures which must be performed by the originafing
agent in order to determine such eligibility. The eligibility
requirements for the borrower and the dwelling are
described below as well as the procedures io be
performed. The originating agent will certify to the
performance of these procedures and evaluation of a
borrower's eligibility by completing and signing the ©
Originating Agent’s Checklist for Certain Requirements of
the Tax Code” (Exhibit A(l)) prior to the authority’s
approval of each loan. No loan will be approved by ihe
authority unless all of the federal eligibility requiremenis
are met as well as the usual requirements of the authority
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set forth in other parts of this originating guide.
§ 2.2.1. Eligible borrowers. -
A. General.

In order fo be considered an eligible borrower for an
authority mortgage loan, an applicant must, among other
things, meet all of the following federal criteria:

The applicant;

I. May not have had a present ownership interest in
his principal residence within the three years
preceding the date of execution of the mortgage loan
documents, (See § 2.2.1 B Three-year requirement);

2. Must agree fo occupy and use the residential
property to be purchased as his permanent, principal
residence within 60 days (90 days in the case of a
rehabilitation loan as defined in § 2.17) after the date
of the closing of the mortgage loan. (See § 2.2.1 C
Principal residence requirement);

3. Must not use the proceeds of the morigage loan to
acquire or replace an existing mortgage or debt,
except in the case of certaln iypes of temporary
financing. (See § 2.2.1 D New muortgage requirement);

4. Must have contracted to purchase an eligible
dwelling. (See § 2.2.2 Eligible dwellings);

5. Must execute an affidavit of borrower (Exhibit E)
at the time of loan application;

6. Must not receive income in an aniount in excess of
the applicable federal income limit imposed by the
tax code (See § 2.5 Income requirementis);

7. Must agree not to sell, lease or otherwise transfer
an interest in the residence or permit the assumption
of his mortgage loan unless certain requirements are
met, (See § 2.10 Loan assumptions); and

8. Must be over the age of 18 years or have been
declared emancipated by order or decree of a court
having jurisdiction.

B. Three-year requirement.

An eligible borrower does not include any borrower
who, at any time during the three years preceding the
date of execution of the mortgage loan documents, had a
“preseni ownership interest” (as hereinafter defined) in
his principal residence. Each berrower must certify on the
affidavit of borrower that at no time during the three
years preceding the execution of the mortgage loan
documents has he had a present ownership interest in his
principal residence. This requirement does not apply to
residences locaied in “targeted areas” (see § 2.3 Targeted
‘areas); however, even if the residence is located in a

“targeted area,” the tax returns for the most recent
taxable year (or the letter described in 3 below) must be
obtained for the purpose of determining compliance with
other requirements.

1. Definition of present ownership interest. “Present
ownership interest” includes:

a. A fee simple interest,

b. A joint tenancy, a tenancy in commeon, or a
tenancy by the entirety,

¢. The interest of a tenant shareholder in a
cooperative,

d. A life estate,

e. A land contract, under which possession and the
benefits and burdens of ownership are transferred
although legal title is not transferred until some
later time, and

f. An interest held in tryst for the eligible borrower
{whether or not created by the eligible borrower)
that would constitute a present ownership interest if
held direcily by the eligible borrower.

Interests which do not constitute a present ownership
interest include:

a. A remainder interest,

b. An ordinary lease with or without an option to
purchase,

¢. A mere expeciancy to inherit an inferest in a
principal residence,

d. The interest that a purchaser of a residence
acquires on the execution of an accepted offer to
purchase real esiate, and

e. An interest in other than a principal residence
during the previous three years.

2. Persons covered. This requirement applies to any
person who will eXecute the mortgage document or
note and will have a present ownership interest (as
defined above) in the eligible dweiling.

3. Prior tax returns. To verify that the eligible
borrower meets the three-year requirement, the
originating agent must obtain copies of signed federal
income tax returns filed by the eligible borrower for
the three tax years immediately preceding execution
of the mortgage documents (or certified copies of the
returns) or a copy of a letter from the Internal
Revenue Service stating that its Form 1040A or
1040EZ was filed by the eligible borrower for any of
the three most recent tax years for which copies of
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such returns are not obtained, If the eligible borrower
was not required by law to file a federal income iax
return for any of these three years and did not so
file, and so states on the borrower affidavit, the
requirement fo obtain a copy of the federal income
tax return or letter from the Internal Revenue Service
for such year or years is waived.

The originating agent shall examine the tax returns
particularly for any evidence that the eligible
borrower may have claimed deductions for property
taxes or for interest on indebtedness with respect to
real property constituting his principal residence.

4. Review by originating agent. The originating agent
must, with due diligence, verify the representations in
the affidavit of borrower (Exhibit E) regarding the
applicant’s prior residency by reviewing any
information including the credit report and the tax
returns furnished by the eligible borrower for
consistency, and certify to the authority that on the
basis of its review, it is of the opinion that each
borrower has not had present ownership interest in a
principal residence at any time during the three-year
period prior tfo the anticipaied date of the loan
closing.

C. Principal residence requirement.

1. General. An eligible borrower must intend at the
time of closing to occupy the eligible dwelling as a
principal residence within 60. days (90 days in the
case of a purchase and rehabilitation loan) after the
closing of the morigage loan. Unless the residence can
reasonably be expected io become the principal
residence of the eligible borrower within 60 days (90
days in the case of a purchase and rehabilitation
loan) of the mortgage loan closing date, the residence
will not be considered an eligible dwelling and may
not be financed with a mortgage loan from the
authority. An eligible borrower must covenant fo
intend to occupy the eligible dwelling as a principal
residence within 60 days (90 days in the case of a
purchase and rehabilitation loan) afier the closing of
the mortgage loan on the affidavit of borrower (to be
updated by the verification and update of information
form) and as part of the attachment to the deed of
trust.

2, Definition of principal residence. A principal
residence does not include any residence which can
reasonably be expected to be used: (i) primarily in a
trade or business, (ii) as an investmeni property, or
(iii) as a recreational or second home. A residence
may not be used in a mannet which would permit
any portion of the costs of the eligible dwelling to be
deducted as a trade or business expense for federal
income tax purposes or under circumstances where
any portion of the toial living area is to be used
primarily in a trade or business.

3. Land not to be used to produce income. The land
financed by the mortgage loan may not provide, other
than incidentally, a source of income to the eligible
borrower. The eligible borrower must indicate on the
affidavit of borrower that, among other things:

a. No portion of the land financed by the mortgage
loan provides a source of income {(other than
incidental income);

b. He does not intend to farm any portion (other
than as a garden for personal use) of the land
financed by the mortgage loan; and

¢. He does not intend to subdivide the property.

4. Lot size. Only such land as is reasonably necessary
to maintain the basic liveability of the residence may
pbe financed by a morigage loan. The financed land
must not exceed the customary or usual lot in the
area. Generally, the financed land will not be
permitted to exceed two acres, even in rural areas.
However, excepiions may be made to permit lots
larger than two acres, but in no event in excess of
five acres: (i) if the land is owned free and clear and
is not being financed by the loan, (ii) if difficulty is
encountered locating & well or septic field, the lot
may include the additional acreage needed, and (iii)
local city and county 2zoning ordinances which require
more acreage Will be taken inio consideration.

5. Review by originating agent. The affidavit of
borrower (Exhibit E) must be reviewed by the
originating agent for consistency with the eligible
borrower’s federal income tax reiurns and the credit
report in order te support an opinion that the eligible
borrower is not engaged in any empioyment activity
or trade or business which has been conducted in his
principal residence. Also, the originating agent shall
review the appraiser report (Exhibit H) of an
authority approved appraiser and the required
photographs to determine based on the location and
the structural design and ofher characteristics of the
dwelling that the residence is suitable for use as a
permarnent residence and not for use primarily in a
trade or business or for recreational purposes. Based
on such review, the originating agent shall cerlify to
the authority its findings and certain opinions in the
checklist for certain requirements of ithe tax code
(Exhibit A(l)) at the time the loan application is
submitted to the authority for approval.

6. Post-closing procedures. The originating agent shall
establish procedures fo (i) review correspondence,
checks and other documents received from the
borrower during the 120-day period following the loan
closing for fthe purpose of ascertaining that the
address of the residence and the address of the
borrower are the same and (ii) notify the authority if
suck addresses are not the same. Subject to the
authority’s approval, the originating agent may
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establish different procedures to verify compliance

In order to qualify as an eligible dwelling for which an

with this requirement. authority loan may be made, the residence must:

D. New mortgage requirement,

Mortgage loans may be made only to persons who did
not have a mortgage (whether or not paid off) on the
eligible dwelling at any time prior to the execution of the
mortgage. Mortgage loan proceeds may not be used to
acquire or replace an existing morigage or debt for which
the eligible borrower is liable or which was incurred on
behalf of the eligible borrower, except in the case of
construction period loans, bridge loans or similar
temporary financing which has a term of 24 months or
less.

1. Definilion of mortgage. For purposes of applying
the new mortgage requirement, a morigage includes
deeds of trust, conditional sales contracts (.e.
generally a sales contract pursuant to which regular
installments are paid and are applied te the sales
price), pledges, agreements to hold title in escrow, a
lease with an option fo purchase which is treated as
an installment sale for federal income tax purposes
and any other form of owner-financing. Conditional
land sale contracts shall be considered as existing
loans or mortgages for purposes of this requirement.

2. Temporary financing. In the case of a mortgage
loan (having a term of 24 months or less) made to
refinance a loan for the construction of an eligible
dwelling, the authority shall not make such mortgage
loan until it has determined that such construction has
been satisfactorily completed.

3. Review by originating agent. Prior to closing the
mortgage loan, the originating agent must examine the
affidavit of borrower (Exhibit E), the affidavit of
seller (Exhibit F), and related submissions, including
(i) the eligible borrower's federal income tax returns
for the preceding three years, and (ii) credit report,
in order to determine whether the eligible borrower
will meet the new morigage requirements. Upon such
review, the originating agent shall certify to the
authority that the agent is of the opinion that the
proceeds of the mortgage loan will not be used to
repay or refinance an existing morigage debt of the
borrower and that the borrower did not have a
mortgage loan on the eligible dwelling prior to the
date hereof, except for permissible temporary
financing described above.

E. Multiple loans.

Any eligible borrower mgy not have more than one
outstanding authority mortgage loan.

§ 2.2.2. Eligible dwellings.

A. In general

1. Be located in the Commonwesalth;

2. Be a one-family detached residence, a townhouse or
one unit of an authority approved condominium; and

3. Satisfy the acquisition cost requirements set forth
below.

B. Acquisition cost reguirements.

1. General rule. The acquisition cost of an eligible
dwelling may not exceed certain limits established by
the U.S. Department of the Treasury in effect at the
time of the application. Note: In all cases for new
loans such federal limits equal or exceed the
authority’s sales price limits shown in § 2.3. Therefore,
for new loans the residence is an eligible dwelling if
the acquisition cost is not greater than the authority’s
sales price limit. In the event that the acquisition cost
exceeds the authority’s sales price limit, the
originating agent must contact the authority to
determine if the residence is an eligible dwelling,

2. Acquisition cost requiremnents for assumptions. To
determine if the acquisition cost is at or below the
federal limits for assumptions, the originating agent or,
if applicable, the servicing agent must in all cases
contact the authority (see § 2.10 below).

3. Definition of acquisition cost. Acquisition cost means
the cost of acquiring the eligible dwelling from the
seller as a completed residence.

a. Acquisition cost includes:

(1) All amounts paid, either in cash or in kind, by
the eligible borrower (or a related party or for the
benefit of the eligible borrower) to the seller (or a
related party or for the benefit of the seller) as
consideration for the eligible dwelling. Such amounts
include amounts paid for items constituting fixtures
under state law, but not for items of personal
property not constituting fixtures under state law.
{(See Exhibit R for examples of fixtures and items
of personal property.)

{(2) The reasonable cosis of completing or
rehabilitating the residence (whether or not the cost
of completing construction or rehabilitation is to be
financed with the mortgage loan) if the eligible
dwelling is incomplete or is to be rehabilitated. As
an example of reasonable completion cost, costs of
completing the eligible dwelling so as te permit
occupancy under local law would be included in the
acquisition cost. A residence which includes
unfinished areas (ie. an area designed or intended
to be completed or refurbished and used as living
space, such as the lower level of a ftrilevel
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residence or the upstairs of a Cape Cod) shall be
deemed incomplete, and the costs of finishing such
areas must be included in the acquisition cost. (See
Acquisition Cost Worksheet, Exhibit G, Ttem 4 and
Appraiser Report, Exhibit H),

(3) The cost of land on which the eligible dwelling
is located and which has been owned by the eligible
borrower for a period no longer than fwo years
prior to the construction of the structure comprising
the eligible dwelling,

b. Acquisition cost does not inciude:

(1) Usual and reasonable settlement or financing
costs. Such excluded settlement costs include title
and transfer costs, title insurance, survey fees and
other similar costs. Such excluded financing costs
include credit reference fees, legal fees, appraisal
expenses, points which are paid by the eligible
borrower, or other costs of financing the residence.
Such amounts must not exceed the wusual and
reasonable costs which otherwise would be paid.
Where the buyer pays more than a pro rata share
of property taxes, for example, the excess is to be
treated as part of the acquisition cost.

(2) The imputed value of services performed by the
eligible borrower or members of his family
(brothers and sisters, spouse, ancestors and lineal
descendanis) in constructing or completing the
residence,

4, Acquisition cost worksheet (Exhibit G) and
Appraiser Report (Exhibit H). The originating agent is
required to obtain from each eligible borrower a
completed acquisition cost worksheet which shall
specify in detail the basis for the purchase price of
the eligible dwelling, calculated in accordance with
this subsection B. The originating agent shall assist the
eligible borrower in the correct completion of the
worksheet. The originating agent must also obtain
from the appraiser a completed appraiser’s report
which may also be relied upon in completing the
acquisition cost worksheet. The acquisition cost
worksheet of the eligible borrower shall constitute part
of the affidavit of borrower regquired to be submitted
with the loan submission. The affidavit of seller shall
also cerfify as to the acquisition cost of the eligible
dwelling on the worksheet.

5. Review by originating agent. The originating agent
shall for each new loan determine whether the
acquisition cost of the eligible dwelling exceeds the
authority’s applicable sales price limit shown in § 2.4
If the acquisition cost exceeds such limit, the
originating agent must contact the authority io
determine if the residence is an eligible dwelling for a
new loan. (For an assumption, the originating agent
or, if applicable, the servicing agent must contact the
authority for this determination in all cases - see

section 2.10 below}, Also, as part of iis review, the
originating agent must review the acquisition cost
worksheet submitied by each morigage loan applicant,
and the appraiser report, and must certify to the
authority that it is of the opinion that the acquisition
cost of the eligible dwelling has been calculated in
accordance with this subsection B. In addifion, the
originating agent must compare the information
contained in the acquisition cost worksheet with the
information contained in the affidavii of seiler and
other sources and documenis such as the contract of
sale for consistency of representation as to acquisition
cost.

8. Independent appraisal. The authority reserves the
right to obtain an independent appraisal in order to
establish fair market value and to determine whether
a dwelling is eligible for the mortgage loan requested.

§ 2.2.3. Targeied areas.
A In general,

In accordance with the tax code, the authority will
make a portion of the proceeds of an issue of iis bonds
available for financing eligible dwellings locaied in
targeted areas for at least cne year following the issuance
of a series of bonds. The authority will exercise due
diligence in making mortgage loans in {argeted areas by
advising originating agents and certain localities of ihe
availabitity of such funds in f{argeted areas and by
advising potential eligible borrowers of the availability of
such funds through adveriising and/or news releases. The
amount, if any, allocated (o an originating agent
exclusively for fargeted areas will be specified in a
forward cominitment agreement between the originating
agent and the authority.

B. Eligibility.

Mortgage loans for eligible dwellings located in targeted
areas must comply in all respects with the requirements in
this § 2.2 and elsewhere in this guide for all mortgage
loans, except for the three-year requirement described in §
2.2.1 B. Notwithstanding this exception, the applicant must
still submit ceriain federal income itax records. However,
they will be used to verify income and to verify that
previously owned residences have not been used in a
frade or business (and not to verify nonhomeownership),
and only those records for the most recent year preceding
execution of the morigage documents (rather than fhe
three most recent years) are required. See that gection for
the gpecific type of records to be submitted.

1. Definition of targeted areas.
a. A targeted area is an area which is a qualified
census tract, as described in b below, or an area of
chronic economic distress, as described in ¢ below,

b. A qualified census tract is a census tract in the
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Commonwealth in which 70% or more of the
families have an income of 80%, or less of the
state-wide median family income based on the most
recent “safe harbor” statistics published by the U.S.
Treasury.

¢. An area of chronic economic distress is an area
designated as such by the Commonwealth and
approved by the Secretaries of Housing and Urban
Development and the Treasury informed by the
authority as to the location of areas so designated.

§ 2.3. Sales price limits.
A, The authority’s maximum allowable sales price for

loans which are closed on or after December 1, 1991,
shall be as follows;

Existing and

New Substantial

Area Construction Rehab.
1. Washington

DC-MD-VA MSA!

*'‘inner areas'’ $131,790 $131,790
2. *‘'puter areas’'’ $124,875 $124,875
3. Norfolk-Va. Beach-

Newport News MSA? $ 81,500 $ 81,500
4. Richmond-

Petershurg MSA® $ 79,500 $ 79,500
5 Charlottesville MSA! $ 95,450 $ 79,530
6. Clarke County $ 90,250 $ 79,530
7. Culpeper County $ 84,060 $ 79,530
8. Fauquier County $101,670 $ 79,530
9. Frederick County and

Winchester City $ 92,150 $ 79,530
10. Isle of Wight County $ 81,500 $ 79,530
11. King George County $ 89,300 $ 79,530
12. Madison County $ 76,000 $ 76,000
13, Orange County $ 77,900 $ 77,900
14. Spotsylvania County and

Fredericksburg City $102,700 $ 79,530
15. Warren County $ 83,600 $ 79,530
16. Balance of State’ $ 75,500 $ 75,500

' Washington DC-Maryland-Virginia MSA Virginia Portion:
‘‘Inner Areas'’' - Alexandria City, Arlington County, Fairfax
City, Fairfax County, Falls Church City:; °‘‘Outer Areas’'
Loudoun County, Manassas City, Manassas Park City, Prince
William County, Stafford County.

¢ Norfolk-Virginia Beach-Newport News MSA . Chesapeake City,
Gloucester County, Hampton City, James City County, Newport
News City, Norfolk City, Poguoson City, Portsmouth. City,
Suffolk City, Virginia Beach City, Williamsburg City, York
County.

¥ Richmond-Petersburg MSA . Charles City County, Chesterfield
County, Colonial Heights City, Dinwiddie County, Goochland
County, Hanover County, Henrico County, Hopewell City, New
Kent County, Petersburg City, Powhatan County, Prince George
County, Richmond City.

4 Charlottesvillle MSA . Albemarle County, Charlottesville
City, Fluvanna County, Greene County.

* Balance of State . All areas not listed above.

The executive director may from time to time waive the

foregoing maximum allowable sales prices with respect to
such mortgage loans as he may designate if he determines
that such waiver will enable the authority to assist the
state in achieving its economic and housing goals and
policies, provided that, in the event of any such waiver,
the sales price of the residences {o be financed by any
mortgage loans S0 designated shall not exceed the
applicable limits imposed by the U.S. Department of the
Treasury pursuant to the federal tax code or such lesser
limits as the executive director may establish, Any such
waiver shall not apply upon the assumption of such
mortgage loans.

B, Effect of solar grant.

The applicable maximum allowable sales price for new
construction shall be increased by the amount of any grant
to be received by a mortgagor under the autherity’s Solar
Home Grant Program in connection with the acquisition of
a residence. '

§ 2.4. Net worth.

To be eligible for authority financing, an applicant
cannot have a net worth exceeding $20,000 plus an
additional $1,000 of net worth for every $5,000 of income
over $20,000. (The value of furniture and household goods
shall not be included in determining net worth.) In
addition, the portion of the applicant’s liquid assets which
are used to make the down payment and to pay closing
costs, up to a maximum of 259 of the sale price, will not
be included in the net worth calculation.

Any income producing assets needed as a source of
income in order to meet the minimum income
requirements for an authority loan will not be included in
the applicant’s net worth for the purpose of determining
whether this net worth limitation has been violated.

§ 2.5. Income requirements.
A, Maximum gross income.

As provided in § 2.2.1 A 6 the gross family income of
an applicant for an authority mortgage loan may not
exceed the applicable income limitation imposed by the
U.S. Department of the Treasury. Because the income
limits of the authority imposed by this subsection A apply
to all loans to which such federal limits apply and are in
all cases below such federal limits, the requirements of §
221 A 6 are automatically met if an applicant’s gross
family income does not exceed the applicable limits set
forth in this subsection.

For the purposes hereof, the term “gross family income”
means the combined annualized gross income of all
persons residing or intending to reside in a dwelling unit,
from whatever source derived and before taxes or
withholdings. For the purpose of this definition, annualized
grogs income means gross monthly income multiplied by
12. “Gross monthly income” is, in turn, the sum of
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monthly gross pay plus any additional dividends, interest,
royalties, pensions, Veterans Administration compensation,
net rental income plus other income (such as alimony,
child support, public assistance, sick pay, social security
benefits, unemployment compensation, income received
from trusis, and income received from business activities
or investments).

For reservations made on or after March 1, 1989, the
maximum gross family incomes for eligible borrowers
shall be determined or set forth as follows:

(1) MAXIMUM GROSS FAMILY INCOME

Applicable only to loans for which reservations are
taken by the autherity on or after March 1, 1989,
except loans to be guaranteed by the Farmers
Home Administration (“FmHA").

The maximum gross family income for each horrower
shall be a percentage (based on family size) of the
applicable median family income (as defined in Section
143(f)(4) of the Internal Revenue Code of 1986, as
amended (the “Median Family Income”), with respect to
the residence of such borrower, which perceniages shall
be as follows:

Percentage of applicable Median
Family Income {(regardless

of whether residence is new
construction, existing or

Family Size substantially rehabilitated)

1 person T0%

2 persons 85%

3 or more persons 100%

The authority shall from time io time inform it
originating agents and servicing agents by writien

notification thereto of the foregoing maximum gross family
income limils expressed in dollar amounts for each area
of the state, as established by the executive director, and
each family size. Any adjustments to such income limiis
shall be effective as of such date as the executive director
shall determine, and authority is reserved to the executive
director to implement any such adjustments on such date
or dates as he shall deem necessary or gppropriate to best
accomplish the purposes of the program.

The executive director may from time to time waive the
foregoing income limits with respect to such mortgage
loans as he may designaie if he determines that such
waiver will enable the authority to assist the state in
achieving its economic and housing goals and policies,
provided that, in the eveni of any such waiver, the income
of ihe borrowers to receive any mortgage loans so
designated shall not exceed the applicable limits imposed
by the U.S. Department of the Treasury pursuant to the
federal tax cede or such lesser limits as the executive
director may establish. Any such waiver shall not apply

upon the assumption of such mortgage loans.
(2) FmHA MAXIMUM GROSS FAMILY INCOME
Applicable only to loans to be guaranieed by FmHA.

The maximum gross family income for each borrower
shall be the lesser of the amount determined in
accordance with § 2.5 A (1) or FmHA income
limits in effect af the time of the application.

B. Minimum income (not applicable to- applicants for
loans to be insured or guaranieed by the Federal Housing
Administration, the Veterans Administration or FmHA
(hereinafter referred to as “FHA, VA or FmHA loans™).

An applicant satisfies the authority’s minimum income
requirement for financing if the monthly principal and
interest, {ax, insurance (“PITI”) and other additional
monthly fees such as condominium assessmenis (609 of
the monthly condominium assessment shail be added to
the PITI figure), {ownhouse assessments, etc. do not
exceed 32% of monthly gross income and if the monthly
PITI phus outstanding monthly instaliment loans with more
than six months duration do not exceed 40% of monthly
gross income (see Exhibit B). However, with respect to
those mortgage loans on which private mortgage insurance
is required, the private morigage insurance company may
impose more stringent requireiments.

§ 2.6. Calculation of maximum loan amount.

Single family detached residence and fownhouse (fee
simple ownership) Maximum of 95% (or, in the case of &
ar FHA, VA or FmHA loan, such other percentage as may
be permitted by FHA, VA or FmHA) of the lesser of the
sales price or appraised value, except as may otherwise be
approved by the authority.

Condominiums - Maximum of 9593 (or, in the case of &
arn FHA, VA or FmHA loan, such other percentage as may
be permitted by FHA, VA or FmHA) of the lesser of the
sales price or appraised value, except as may be otherwise
approved by the authority.

For the purpose of the above calculations, the value of
personal property to be conveyed with the residence shall
be deducted from the sales price. (See Exhibit R for
examples of personal property.) The value of personal
preperty included in the appraisal shall not be deducted
from the appraised value. (See Appraiser Report, Exhibit
H)

In the case of & ern FHA, VA or FmHA loan, the FHA,
VA or FmHA insurance feés or guarantee fees charged in
connection with such loan (and, if & a7 FHA loan, the
FHA permitted closing costs as well) may be included in
the calculation of the maximum loan amount in
accordance with applicable FHA, VA or FmHA
requirements; provided, however, that in no event shall
this revised maximum loan amount which includes such
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fees and closing costs be permitted to exceed the
authority’s maximum allowable sales price limits set forth
herein. '

§ 2.7. Mortgage insurance requirements.

Unless the loan is an FHA, VA or FmHA loan, the
horrower is required to purchase at time of loan closing
full private mortgage insurance (25% to 100% coverage,
as the authority shall determine) on each loan the amount
of which exceeds B0% of the lesser of sales price or
appraised value of the property to be financed. Such
insurance shall be issued by a company acceptable to the
authority. The originating agent is required to escrow for
annual payment of mortgage insurance. If the authority
requires FHA, VA or FmHA insurance or guarantee, the
loan will either, at the election of the authority, (a) be
closed in the authority’s name in accordance with the
procedures and reguirements herein or (b) be closed in
the originating agent’s name and purchased by the
authority once the FHA Certificate of Insurance, VA
Guaranty or FmHA Guarantee has been cbtained. In the
event that the authority purchases an FHA or, VA or
FmHA loan, the originating agent must enter into a
purchase and sale agreement on such form as shall be
provided by the authority. For assumptions of conventional
loans (i.e., loans other than FHA, VA or FmHA loans), full
private mortigage insurance as described above is reguired
unless waived by the authority.

§ 2.8. Underwriting.
A, Conventional loans.

The following requirements must be met in order to
satisfy the authority’s underwriting requirements. However,
additional or more siringent requirements may be imposed
by private mortgage insurance companies with respect to
those loans on which private morigage insurance is
required.

1. Employment and income.

a. Length of employment, The applicant must be
employed a minimum of six months with present
employer. An exception fo the six-month
requirement can be granted by the authority if it
can be determined that the type of work is similar
to previous employment and previous employment
was of a stable nature.

b. Self-employed applicanis. Note: Under the tax
code, the residence may not be expected to be used
in trade or business. (See § 2.2.1 C Principal
residence requirement,) Any self-employed applicant
must have a minimum of two years of
self-employment with the same company and in the
same line of work, In addition, the following
information is required at the time of application:

(1} Federal income tax returns for the two most

recent tax years.

(2) Balance sheets and profit and loss statements
prepared by an independent public accountant.

In determining the income for a seli-employed
applicant, income will be averaged for the iwo-year
period.

¢. Income derived from sources other than primary
employment.

(1) Alimony and child support. A copy of the legal
document and sufficient proof must be submitted to
the authority verifying that alimony and child
support are court ordered and are being received.
Child support payments for children 15 years or
older are not accepted as income in qualifying an
applicant for a loan.

(2) Social security and other relirement benefits.
Social Security Form No. 55A 2458 must be
submitied to verify that applicant is receiving social
security benefits. Retirement benefits must be
verified by receipt or retirement schedules. VA
disability benefits must be verified by the VA,
Educational benefits and social security benefits for
dependents 15 years or older are not accepted as
income in qualifying an applicant for a loan.

(3) Part-time employment. Part-time employment
must be continuous for a minimum of sSiXx months.
Employment with different employers-is accepiable
50 long as it has been uninterrupted for a minimum
of six months. Part-time employment as used in this
section means employment in addition to full-time
employment,

Part-time emplbyment as the primary employment
will also be required to be continuous for six
months.

{(4) Overtime, commission and bonus. Overtime
earnings must be guaranteed by the employer or
verified for a minimum of {wo vears. Bonus and
commissions must be reasonmably predictable and
stable and the applicant’s emplover must submil
evidence thal they have been paid on a regular
basis and can be expected {o be paid in the future.

2. Credit.

a. Credit experience. The authority requires that an
applicant’s previous credit experience be
satisfactory. Poor credif references without an
acceptable explanation will c¢ause a loan to be
rejected. Satisfactery credit references are
considered to be one of the most imporiant
reguiremnents in order to obtain an authority loan.

b. Bankruptcies. An applicant will not be considered
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for a loan if the applicant has been adjudged
bankrupt within the past two years and has a poor
credit history. If longer than {wo years, the
applicant must submit a writien explanation giving
details surrounding the bankrupicy and poor credit
history. The authority has complete discretion to
decline a loan when a bankrupicy and poor credit is
involved.

c. Judgments. An applicant is required to submit a
written explanation for all judgments. Judgments
must be paid before an applicant will be considered
for an authority lecam.

3. Appraisals. The authority reserves the right to
obtain an independent appraisal in order to establish
the fair market value of the property and to
determine whether the dwelling is eligible for the
morigage loan requesied.

B. FHA loans only.

1. In general, The authority will normally accept FHA
underwriting requiremenis and property standards for
FHA loans. However, most of the authority’s basic
eligibility requirements including those described in §§
21 through 25 hereof remain in effect dus to
treasury restrictions or authority policy.

2. Mortgage insurance premiuin. Applicant's mortgage
insurance premium fee may be included in the FHA
acquisition cost and may be financed provided that
the final loan amount does not exceed the authority’s
maximum allowable sales price. In addition, in the
case of a condominium, such fee may not be paid in
full in advance but instead is payable in annual
installments.

3. Closing fees. The FHA allowable closing fees may
be included in the FHA acquisition cost and may be
financed provided the final loan amount does not
exceed the authority’s maximum allowable saleg price.

4. Appraisals. FHA appraisals are acceptable. VA
certificates of reasonable value (CRV’s) are acceptable
if acceptable to FHA.

C. VA loans only,

1. In general. The authority will normally accept VA
underwriting requirements and property guidelines for
VA loans.