Suspicious Loan Modifications
Instructor Lesson Plan
Time Required: 1.5 Hour
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	Lesson Description

	The information below provides the instructor with an overview of the lesson and the materials that are required to effectively present this instruction.

	TMS #
	3845282

	Prerequisites
	Prior to this lesson, the student should have access to VALERI and have experience navigating the system.

	target audience
	The target audience for Suspicious Loan Modifications is Loan Administration employees. 


	Time Required
	1.5 hours

	Materials/
TRAINING AIDS
	Lesson materials:

· Suspicious Loan Modifications PowerPoint Presentation

· Suspicious Loan Modifications Student Handout Packet


	Training Area/Tools 
	The following are required to ensure the trainees are able to meet the lesson objectives: 

· Classroom or private area suitable for participatory discussions

· Seating, writing materials, and writing surfaces for trainee note taking and participation 

· Student Handout Packet, which includes a practical exercise
· Large writing surface (easel pad, chalkboard, dry erase board, overhead projector, etc.) with appropriate writing materials

· Computer with PowerPoint software to present the lesson material
Trainees require access to the following tools: 

· VA TMS to complete the assessment
· Suspicious Loan Modification PowerPoint presentation
· Suspicious Loan Modification handout



	Pre-Planning 


	· Become familiar with all training materials by reading the Instructor Lesson Plan while simultaneously reviewing the corresponding PowerPoint slides. This will provide you the opportunity to see the connection between the Lesson Plan and the slides, which will allow for a more structured presentation during the training session. 

· Become familiar with the content of the student handouts and their association to the Lesson Plan. 

· Practice is the best guarantee of providing a quality presentation. At a minimum, do a complete walkthrough of the presentation to practice coordination between this Lesson Plan, the Student Handout, and the PowerPoint slides and ensure your timing is on track with the length of the lesson. 

· Ensure that there are copies of all handouts before the training session.

· When required, reserve the training room.

· Arrange for equipment such as flip charts, an overhead projector, and any other equipment (as needed).

· Talk to people in your office who are most familiar with this topic to collect experiences that you can include as examples in the lesson. 

· This lesson plan belongs to you. Feel free to highlight headings, key phrases, or other information to help the instruction flow smoothly. Feel free to add any notes or information that you need in the margins. 

	Training Day 


	· Arrive as early as possible to ensure access to the facility and computers. 

· Become familiar with the location of restrooms and other facilities that the trainees will require. 

· Test the computer and projector to ensure they are working properly. 

· Before class begins, open the PowerPoint presentation to the first slide. This will help to ensure the presentation is functioning properly. 
· Make sure that a whiteboard or flip chart and the associated markers are available.

· Provide a sign in sheet and at the conclusion of the session, ensure that all trainees sign in. 


	Introduction to Suspicious Loan Modifications

	INSTRUCTOR INTRODUCTION
	Complete the following:

· Introduce yourself
· Orient learners to the facilities

· Ensure that all learners have the required handouts

	time required
	.25 hour

	Purpose of Lesson
Explain the following:
	This lesson is intended to define what a suspicious loan modification is and when it is necessary for the servicer to correct the modification. This lesson will contain discussions and exercises that will allow you to gain a better understanding of: 
· Overview of the Suspicious Loan Modification process
· Review Suspicious Loan Modification
· Communicate Mod Corrections

	Lesson Objectives

Discuss the following:
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	In order to accomplish the purpose of this lesson, the student will be required to complete an assessment that covers the following lesson objectives: 

The student will be able to:  

· Following the class discussion of loan modifications and suspicious loan modification, the student will be able to apply the definition of each term correctly at least 80% of the time.

· Given an open Suspicious Loan Modification process in VALERI, the student will be able to identify the specific business rule/VA regulation failures within the Loan Modification Complete event, correctly pinpointing why the Suspicious Loan Modification process opened at least 80% of the time.

· Given an open Suspicious Loan Modification process in VALERI, the student will be able to recognize if the mortgage servicer has uploaded the required modification documents, determining if a request needs to be made to the servicer for missing information at least 80% of the time.

· Given an open Suspicious Loan Modification process in VALERI and using the uploaded loan modification documents, the student will be able to determine if the business rule/VA regulation failures within the Completed Loan Modification event are valid at least 80% of the time. 

· Given an open Suspicious Loan Modification process in VALERI, the student will be able to determine if the mortgage servicer needs to correct the loan modification 80% of the time. 

	Explain the following:
	Each learning objective is covered in the associated topic. At the conclusion of the lesson, the learning objectives will be reviewed. 


	Motivation
	You may be asking yourself, why do I need to learn about Suspicous Loan Modifications?  As employees of the VA, we want to make sure that when our Veterans receive a Loan Modification, it meets VA requirements and is in their best interest.

	
	

	References
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	· VA Technician Guide, (5.2.1.3) Loan Modification Pages 61 – 62.  (5.2.2.1) Review of Suspicious Loan Modification, pages 63 – 66.
· Circular 26-11-11, Final Loan Modification Regulation Revision

· VALERI Intranet, Allowable Modification Rate http://vbaw.vba.va.gov/bl/26/valeri_intranet.htm
· VALERI Newsflash, September 14, 2009
· US Code of Federal Regulation 36.4315 – Loan modifications




	Topic 1: Overview of The Suspicious Loan Modification Process

	Introduction
	This topic will provide the student an understanding of the Suspicious Loan Modification process and what causes the process to generate in VALERI.

	Time Required
	.25 hour

	OBJECTIVES/
Teaching Points

	Topic objectives:

· Apply the definition of a loan modification and suspicious loan modification

The following topic teaching points support the topic objectives: 

· Suspicious loan modification – five step process
· Definitions
· Business rule failures

	Definitions
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	A loan modification is a written agreement that permanently changes one or more of the terms of the loan and includes re-amortization of the balance due.
Suspicious Loan Modification – a loan modification becomes suspicious if certain business rules fail of which the data does not meet VA requirements.

	Possible Business Rule Failures
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	· Date loan modification fully executed

· Modified loan amount

· Modified loan term/maturity date

· Interest rate

· Date of first payment on modification
· Number of payments since origination

· Number of completed modifications

· More than one modification within three years


	Check comprehension
	Ask the students the definition of a loan modifiation and what causes it to generate the Suspicious Loan Mod process.
Response: A loan modification is a written agreement that permanently changes one or more of the terms of the loan and includes re-amortization of the balance due.  The SLM process opens when one or more of VA’s requirements are not met.

	Topic 2: Review Suspicious Loan Modification

	Introduction
	This topic will provide the student an understanding of the SLM process and focus on what is required at each of the five steps.

	Time Required
	.25 hour

	OBJECTIVES/
Teaching Points
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Note to instructor
	Topic objectives:

· Identify business rule/VA regulation failures within the Loan Modification Complete event

· Obtain loan modification documents

· Perform loss mit analysis

· Determine if the servicer needs to correct the loan modification

The following topic teaching points support the topic objectives: 

· Step 1: Review Suspicious Loan Mod
· Step 2: Obtain Documents
· Step 3: Perform Loss Mit Analysis
· Step 4: Make Recommendation on Suspicious Loan Modification
· Step 5: Approve or Deny Recommendation
Bring Attachment A: Screenshot Walkthrough in the handout to the students attention.  It provides a visual of walkthrough of the Suspicious Loan Mod process as seen in VALERI.


	Step 1: Review Suspicious Loan Mod (2Days)
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Step 2:Obtain Documents (14 Days)

Slide 8-9
Handout 6
	Review the Mod Approved and Mod Completed events for business rule failures.
Document case notes with a list of all failed business rules, even if VA granted pre-approval.

After completing step one, check VALERI for uploaded documents.  If not provided place a task to follow-up in seven days.  This gives the Servicer time to check their action report.  If the task comes due and documents have not been uploaded, then email the servicer requesting:
· Servicer case notes

· Loan modification approval letter

· Loan Modification agreement signed by the borrower
Document case notes with your request to include:
· Email address of whom was contacted

· What documents were requested

· Timeframe for them to provide that information (usually the step two due date)

	Step 3: Perform Loss Mit Analysis (5 Days)
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Step 4: Make Recommendation on Suspicious Loan Modification (2 Days)
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Step 5: Approve or Deny Recommendation (2 Days)

Slide 13
Handout 7
Check comprehension

	Full underwriting review is no longer necessary.  This should only be completed on early payment defaults.

Review uploaded documentation and determine if the business rule failures noted in Step 1 are valid or if the information was reported incorrectly.
Based on your review in step three, does the servicer need to correct the loan modification? Choose Yes/No and enter a short explanation in the justification box.  Also enter a case note that supports your decision.
Only in the case of Interest Rate Non-compliance would we ask the servicer to correct the loan modification.  This is the only circumstance where the best interest of the veteran is not being served by the modification terms.

Step 5 is completed by the Servicing Officer.
If no correction is necessary, the process is complete.
If the modification needs to be fixed, a new process opens called Communicate Mod Corrections.
Ask the students if a full underwriting review is needed when performing the loss mit analysis.
Response: No. Full underwriting review is only necessary on early payment defauts.

Ask the students what business rule failure would warrant VA asking the servicer to correct the loan mod.

Response: Interest rate non-compliance would be the only time we ask the servicer to correct the loan modification, as this is the only circumstance where the best interest of the veteran is not being served by the modification terms.




	Topic 3: Communicate Mod Corrections

	Introduction
	This topic will allow the student to understand what steps to take when it is necessary for the servicer to correct the loan modification. 

	Time Required
	.25 hour

	OBJECTIVE/
Teaching Points
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Step 1: Prepare Mod Correction Letter (1 Day)
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Step 2: Communicate Corrections to Servicer (1 Day)
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Step 3: Confirm Corrections Agree (60 Days)
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	Topic objective:

· Understanding the Communicate Mod Corrections process
The following topic teaching points support the topic objectives: 

· Prepare Mod Correction letter
· Communicate Corrections to Servicer
· Confirm Corrections Agree
The template for the letter can be found on the VALERI intranet site: http://

 HYPERLINK "http://vbaw.vba.va.gov/bl/26/valeri_intranet.htm" vbaw.vba.va.gov/bl/26/valeri_intranet.htm
Explain VA’s recommendations for correcting the loan modification.

Email or fax a copy of the letter to the servicer.
Upload a copy of the letter into VALERI.
Did the Servicer agree with our recommendation and make corrections to the modification?  If so you would select “Yes”.
If the loan modification was not corrected, there are two options to select from: 

· No - Consider refund
· No - No refund consideration

In most situations it would not be necessary to consider a refund.
However, it may be necessary to make the correction if the loan terminates to adjust the claim.




	Check comprehension
	Ask the students where the template for the mod correction letter can be found.
Response: On the VALERI intranet site: http://

 HYPERLINK "http://vbaw.vba.va.gov/bl/26/valeri_intranet.htm" vbaw.vba.va.gov/bl/26/valeri_intranet.htm



	Practical  Exercise

	Time Required
	.25 hours 

	Exercise

Answer
	Using the information provided in your handout, answer the following questions:
· Does the servicer need to correct the interest rate and why? 
· If so what interest rate should the servicer have used?
Yes the interest rate of 4% should be corrected. Loan modification was approved on 01/06/2013, per the allowable interest rate table the max allowable at that time was 3.875%.  Servicer should have modified the loan at 3.875%.

Ask if there are any questions about the information presented in the exercise, and then proceed to the Review.

	
	

	
	

	
	

	
	


	Lesson Review, Assessment, and Wrap-up

	Introduction

Discuss the following:
	The Review Suspicious Loan Modification lesson is complete. 

Review each lesson objective and ask the trainees for any questions or comments.

	Time Required
	.25 hours 

	Lesson Objectives
	You have completed the Review Suspicious Loan Modification lesson. 

The trainee should be able to:  

· Apply the definition of a loan modification and suspicious loan modification

· Identify business rule/VA regulation failures within the Loan Modification Complete event

· Obtain loan modification documents

· Perform loss mit analysis

· Determine if the servicer needs to correct the loan modification



	Assessment 


	The assessment will allow the participants to demonstrate their understanding of the information presented in this lesson.

Remind the trainees that they will not receive credit for this lesson until the Level 1 and Level 2 assessments have been completed in TMS.  
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