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CHAPTER 2.  ANALYSIS AND ACQUISITION OF PROPERTY



SECTION 1.  ANALYSIS



2.01  GENERAL



	One of the most important property management functions is the analysis of property.  Analysis precedes decisions on how the property can be best maintained and marketed in order to ensure that VA's best interests are served.  Preparing an analysis is never a routine matter.  It requires judgment, possession of all information affecting the property, and a thorough understanding of the overall interests of VA in the immediate area as loan guarantor or holder and as owner of property.  An analysis of each property acquired by VA is required.  A subsequent reanalysis may be necessary for a variety of reasons. Examples include:  failure to sell after marketing over a prolonged period; substantial economic changes in the area; when it is proposed to effect a substantial reduction in the minimum sales price; when it is proposed to proceed with a substantial repair program not contemplated in any previous analyses and pricing of the property; when, after exposure to the sales market, a determination is made to sell the property as two or more separate parcels; when it is proposed to grant an easement over an acquired property; when a determination is required as to the effect of a major catastrophe, such as flood, windstorm or fire, or of any other events or contemplated steps which may indicate a change in the plan for the liquidation of the property.  In any event, a complete reanalysis of the property will be made once every 6 months.  However, it is not required in connection with routine management activities, such as a proposal to rent the property on a month-to-month basis or to undertake a repair program of a scope and cost not warranting any substantial change in the pricing of the property.  



2.02  INITIAL PROPERTY ANALYSIS



	a.  When Made.  The analysis will normally be completed as follows:



	(1)  Properties Not Subject to Redemption or Which May Be Sold by VA Subject to Redemption.  Within 30 days following receipt of the holder's election to convey in guaranteed loan cases or within 30 days following the date of the foreclosure sale or the date of installment contract cancellation in portfolio loan cases.



	(2)  Properties Subject to Redemption and Which May Not Be Sold by VA During the Redemption Period.  Within 30 days following the expiration of the redemption period.
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	b.  When Deferred.  Preparation of the analysis will be deferred when, for compelling reasons, the property is not to be listed for sale at time of acquisition by VA.  No attempt should be made to prepare VA Form 26-6701, Property Analysis and Recommendations, until all necessary supporting data is available.  The timeliness requirement set forth in subparagraph a above cannot be fulfilled by a partially completed form.  Circumstances which have delayed the analysis should be explained under "Remarks."  Deferment is also warranted in cases in which the property is adversely occupied and when a property is located in a State which has a statutory redemption period.  



	(1)  Redemption States.  If the property is located in a State having a redemption period and will not be offered for sale until VA has acquired absolute title, the preparation of the analysis will be deferred until approximately 30 days prior to the date on which absolute title is expected to be obtained by VA.  



	(2)  Adverse Possession.  Deferment is warranted in a case when the property appears to require substantial repairs, but when the scope and estimated cost of such repairs cannot be determined with reasonable accuracy or the repairs made because the property is occupied adversely and the occupant refuses to permit access to VA personnel, brokers, or repair contractors.  In such cases, the analysis will be made after VA has acquired actual (as distinguished from legal) possession.  



	c.  Supporting Data.  The initial property analysis and any reanalyses will be supported by current data.  For property management purposes, it will not be necessary to obtain a new appraisal report, when adequate supporting data is available.  In lieu of any such appraisal, employees experienced in the pricing of properties may be delegated authority to establish and revise prices in conformity with the following criteria:



	(1)  The reasonable value of a residential property may be established without a new appraisal in any case when a VA staff representative (appraiser, construction analyst or Property Management representative) or any fee appraiser, compliance inspector or VA management broker has recently visited the property and the report made contains sufficient information as to the physical condition of the property.  It is important that VA staff or fee representatives, when visiting residential properties, include in their reports an appropriate statement concerning the physical condition of the property and a cost estimate in sufficient detail to reflect both urgent and desirable repairs.  Such reports will, in all cases, be on [VA Form 26-0595v, Property Inspection Report and Market Analysis].  



	(2)  Sources of information which must be considered include, but are not limited to, recent appraisals, staff or fee inspections, subdivision information developed in accordance with subparagraph (3) below,  geographic data, and comparable sales data 
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such as that obtained from other governmental agencies, staff field reviews or other sources.



	(3)  [Where appropriate, stations may use tract pricing.]  Once basic prices have been established for specific type properties, the detailed property analysis and reanalysis [of each individual property] should be avoided [ ].  



2.03  VA FORM 26-6701, PROPERTY ANALYSIS AND RECOMMENDATIONS



	a.  Use.  This form, together with the compilation of supporting material, will be used for the purpose of analysis and reanalysis.  The function of VA Form 26-6701 is to summarize pertinent data and to support, record, and validate the determinations made in connection with the analysis of a property.  It may also serve, together with a current �VA Form 26-8463, as a worksheet for listing preparation.



	b.  Scope of Analysis.  The form will show the proposed [list price and the minimum list] price both "as is" and "as repaired"; the terms of sale; the scope and estimated cost of repairs to be made; whether the property will be rented pending sale and the rental rate; the services to be furnished by VA to its tenants and other pertinent matters.  [Both the "as is" and "as repaired" list prices must be arrived at by analyzing reliable market data provided by the default appraisal(s), management broker's property inspection report(s), staff inspection(s) of the property, the station's acquired property sales in the area and other reliable market data available] in order to evaluate the feasibility of repairing the property.  Merely adding or subtracting the cost of repairs to or from one value to reach another is unacceptable.  [Even if the property is not to be repaired, both list prices must be shown in all cases.]  When the acquired property is in such good condition that no repairs are needed, [the] "as is" and "as repaired" [list prices] will [  ] be the same[. ]  The estimated repair cost in such cases will be shown as "none" or "zero."  [The list price should be in line with the current market value as determined by the analysis.]



	c.  Supporting Material.  In the analysis of property, due consideration will be given to the appraisal made in connection with the loan, to the appraisal made at time of foreclosure or for the purpose of establishing the specified amount, and to the review of the case when VA established the specified amount (see M26-4) or determined the amount of the maximum bid to be made at the foreclosure of a portfolio loan (see �M26-3).  Information on 
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comparable sales, including downpayment, interest rate and amortization period, and asking prices for comparable properties in the same locality, must be obtained and analyzed.  The amount of the downpayment and the amortization period at which the property is to be offered for sale must be determined according to the characteristics of the particular property.  Any of these terms should be adjusted from time to time as required by conditions currently prevailing in the real estate market.  The pricing structure will reflect these terms.  Consideration will also be given to the property inspection reports and recommendations as reflected in supporting data (see par. 2.02c), available information with respect to neighborhood trends, cost of taxes, insurance, maintenance, and other operating items, any interest shown by prospective purchasers, and to any other factors affecting the property.  If deemed advisable, the property will be inspected on the site by a salaried employee of VA, preferably the property management representative, in order that VA will not establish a sales price and sell a property exclusively in reliance on inspections made by fee or commission personnel, such as designated appraisers or VA-approved brokers.  Generally there will be only limited need for a salaried site review of a particular property located in a tract or subdivision where VA has previously acquired properties and has established a firm pricing pattern.  [ ]  In routine cases in which no major problems of pricing or repairing are involved, the analysis may be made in reliance on the inspection reports of the management broker.  Salaried personnel will make a spot check on the-site of a sufficient number of properties to assure that inspections and reports made by management brokers and other phases of their work are of acceptable quality (par. 5.14).  



	d.  Property Identification.  When the property is in a subdivision, the subdivision will be clearly identified in order to facilitate cross-reference to other VA properties in the same tract.  



	e.  Authorized Disposition



	(1)  VA Form 26-6701 will be used to record the disposition which has been authorized.  Inconsistent decisions will be avoided.  Single-unit properties and one unit in multi-unit properties will normally be held vacant for sale, since sales can be made more readily when the unit is available for immediate occupancy by a purchaser and in view of the difficulty of securing possession in areas where rent controls may be in effect.  When an exception to this policy is to be made, full justification must be set out in the analysis.  The rental of a single unit or an entire property will generally be warranted if the property is subject to undue risk of vandalism.  It is clearly warranted in a tract or subdivision where VA is the owner of a large number of properties, generally of similar design, which VA is unable to sell, and where the sales market is inactive.  The terms under which farm property is to be 
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rented must be included.  The rental or sale of the property prior to acquisition of absolute title by VA will be considered, based on the advice from the office of the [Regional] Counsel with respect to the law of the jurisdiction.  The cost of services, if any, to be furnished to tenants at the expense of VA will be estimated amounts.  



	(2)	VA Form 26-6701 will be signed by all staff members reviewing the case.  Final action will be indicated by the signature of the designated Loan Guaranty employee.  Until such validation has been accomplished, no repairs will be authorized nor will any action be taken to rent or sell the property except for initial cleanup and emergency repairs as provided in paragraph 4.06.  



	f.	Documentation



	(1)	Format.  To support the conclusions derived as a result of the analysis, facts essential to the analysis should be shown on VA Form 26-6701.  Significant variations in the estimated market value, scope and cost of repairs, or disposition program, as recommended by the appraiser, staff inspector, management broker or others, will be carefully reviewed and appropriate remarks concerning such variations shown on �VA Form 26-6701 to justify the final recommendations.  



	(2)	Topics.  The loan folder should include all the material considered in the property analysis such as description of property, data concerning repairs, tax data and special improvement assessments, appraisal and other value information, occupancy data, legal and insurance data, supported by a recent property inspection report on �VA Form [26-0595v].  



2.04  PRICING OF PROPERTIES



	a.  Policy.  Except with respect to the classes of cases requiring Central Office approval in accordance with specific directions stated elsewhere, the station is authorized to establish list prices for VA properties and to make all other decisions required in effecting the sale of such properties in accordance with these directives.  In establishing list prices, recognition will be given to the competitive financing terms, including downpayment and amortization period, at which most VA properties are offered for sale, and to the relatively low sales closing expenses.  The buyer is generally not required to pay for any portion of the legal fees for preparing the sales closing instruments, or for closing the sale (except in cases where VA sales are closed by third parties).  In some jurisdictions, some fees and expenses are not charged for certain recording or other taxes in connection with sales by VA, such as the tax which normally is imposed by a State on the holder of a mortgage, including a purchase money mortgage.  
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	b.	List Price and Minimum List Price



	(1)	List Price.  Real estate sales occur only when both the purchaser and the seller agree that a particular price is acceptable.  It is for this reason that the accurate pricing of properties is the most important determinant of real estate sales success.  The list price established by the property analysis, either "as-is" or "as-repaired", should be the highest price which can be expected to attract a qualified purchaser in a reasonable period.  A reasonable period could be as little as 30 days in an active urban market and as long as 6 months in an inactive rural market or in a area which has recently lost a major employer.  Stations that receive multiple offers, considerably below or higher than the list price, should use this data to adjust list prices on future listings in the same area.  List prices should be determined by Property Management employees after reviewing and analyzing the default appraisal, property inspection report, the station's acquired property sales and other reliable market data available to staff or fee personnel.  [Under the HNR procedure, sales listings will show only one list price for each property.  Properties listed for $25,000 or less may be listed for "cash only."]



	(2)	Minimum List Price.  The minimum list price will be established as that reasonable price below which the property will not be listed without the preparation of another VA Form 26-6701 containing current market data.  The establishment of a minimum list price is necessary in order to allow step-down pricing if a property is not sold promptly.  The minimum list price will generally be no more than 15 percent below the initial list price established on the same VA Form 26-6701.  THE MINIMUM LIST PRICE IS ONLY FOR THE GUIDANCE OF VA PERSONNEL AND IS NOT FOR DISCLOSURE TO BROKERS OR OTHERS OUTSIDE VA.  Until such time as VA Form 26-6701 is revised, the minimum list prices ("as-is" or "as-repaired") will be entered in the area designated for minimum sale prices.  



	c.	Trading Margins  



	(1)	Definition and Purpose.  A trading margin is a percentage of the list price established for a particular property in order to allow flexibility by VA in the consideration of below-list purchase offers.  The trading margin is established prior to listing the property for sale, in order to avoid any charges of favoritism in the acceptance of an offer which may be at less than the listed price.  A trading margin is necessary because a prospective purchaser may, based on common practice in the industry, offer less than the listed sales price for a particular property, or may request that VA pay a substantial portion of closing costs for outside financing and thereby reduce the net proceeds to VA from the proposed sale.  The use of a trading margin allows such an offer to be considered for acceptance by VA, and eliminates the delay which would otherwise occur if the offer had to be rejected due to the net proceeds being below the minimum acceptable net return (see par. 3.13c(2)(a)(4)) and the property relisted.  During such a period of delay the rejected offeror 
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might purchase a property from some other seller, before VA's property could be relisted at a price which that offeror would be willing to pay.  Accordingly, a trading margin must be established on each property prior to listing in order that reasonable below-list offers may be considered for acceptance.]  



	(2)  [Procedure.  As part of the preparation of VA Form 26-6701, Property Analysis and Recommendation, a determination will be made as to the maximum trading margin for the property.  The percentage established for any particular property will generally not be more than 15 percent.  Some properties will merit a full 15 percent trading margin, while others may require only a 5 or 10 percent trading margin.  Trading margins are to be established on a property-by-property basis, based on an evaluation of relevant sales factors affecting particular properties.  The decision regarding the trading margin percentage will be recorded on VA Form 26-6701 in the designated box and initialed and dated by the Property Management Section Chief or Assistant Chief.  Any changes in the trading margin will similarly be initialed by the Property Management Section Chief or Assistant Chief.  For those properties with a list price of $20,000 or less, stations may use a maximum trading margin not to exceed $3,000 in lieu of the 15 percent maximum.  THE TRADING MARGIN PERCENTAGE IS CONFIDENTIAL AND ONLY FOR THE GUIDANCE OF VA PERSONNEL.  THEREFORE, THIS ITEM OF INFORMATION MAY NOT BE DISCLOSED TO BROKERS OR OTHERS OUTSIDE VA.]  



	(3)  [Sales Listings.  In order to ensure that prospective purchasers are aware that VA will consider offers below the listed prices, sales listings will contain the following notice:  "Properties on this listing are available for sale at or above the stated list price.  However, reasonable offers (as determined by VA) below the stated prices will be considered for acceptance."]  



	[  ]



2.05  REPAIRS



	In the analysis of a property, full consideration will be given to the need or desirability of repairs with due regard to the probability of recapturing any expenditure and to the objectives set forth in paragraph 4.06.  Repairs to VA-acquired properties should not exceed the requirements of local housing codes and the requirements for VA guaranteed loans.  



2.06  DIVISION OF PROPERTY



	Certain properties are susceptible to being partitioned into two or more parcels (see par. 3.07).  When it appears that the best interests of VA will be served by offering the property for sale as separate parcels, separate [property analyses] will be [prepared for each parcel].  
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Care will be taken to assure that each parcel will have necessary access to the public road, that the boundary lines are clearly established without creating any serious encroachments, and that other undesirable consequences of the partitioning are avoided so that VA will not be confronted with the eventual inability to dispose of the less desirable portions of the property at [reasonable] prices.  The same general principles will be observed which are applicable to the proposed release of a portion of mortgaged property from the lien of a mortgage, with due regard to the value of the remaining portion after severance.  The taxing authorities (such as town or school) will be notified, supplied with all required information, and requested to effect the separation on the tax records.  [B]reaking up [a] parcel into smaller tracts will be considered only in rare cases, and then only upon a conclusive showing that the total sales prices obtainable will not be less than could be had for the [ ] parcel as a whole.  On the other hand, when VA has acquired personal property in order to facilitate the sale of real property as a going concern, such as a farm, restaurant, or garage, subsequent sales efforts may indicate that it may be advantageous to offer certain items of personal property for sale separately from the real property if it is anticipated that the sale of the real property will be delayed for a long period.  



2.07  EASEMENTS



	Easements over VA-owned property may be granted for a consideration at least commensurate with the resultant reduction in value or when the easement will otherwise benefit [another property owned by] VA.  [  ]  When the easement is in favor of a public utility which benefits the subject property, such as an easement for a power or telephone line or drainage ditch, the easement may be granted without any cash consideration.  In all instances, the office of the District Counsel will be asked to draft or review the instrument creating the easement in order to protect VA against legal 
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consequences not contemplated in the negotiations leading to the granting of the easement.  For example, an easement to a power company for the maintenance of poles and wires will not permit the erection and maintenance of a substation or the destruction of improvements on the land, such as buildings or valuable trees, without limitation or without provision for adequate compensation.  There will also be express provisions with respect to maintenance.  Whether or not such agreement is recorded, a copy will be filed in the Loan Guaranty folder.  The listing offering the property for sale, the contract of sale, and the sales closing instruments will reflect the existence of such easement.  



2.08  TAX REDUCTIONS



	In the event valuation data and the prevailing ratio between current market values and assessed valuations used by local tax authorities disclose that the assessed valuation of the property is excessive to such an extent as to warrant the expense of taking steps leading to a reduction of the taxes, or whenever such action would promote the sale of a property, the necessary request, application, protest, or appeal will be made and, if unsuccessful, consideration will be given to the advisability of instituting mandamus or other legal proceedings.  Generally, however, reduction of taxes will be sought only in connection with properties which VA has not been able to sell after normal sales efforts and when the assessed valuation is substantially excessive.  In each case, the benefits accruing to the VA from the proposed action will be weighed against the probable expenses to be incurred.  



2.09  REANALYSIS



	When a reanalysis of the property is required (see par. 2.01), VA's experience in connection with the property since the original analysis will be summarized on a new VA Form 26-6701 and processed in the same manner as the original form.  In all such cases, current supporting data as prescribed in paragraph 2.02c will be used to justify the price established by the reanalysis.  When VA Form 26-6701 is used for reanalysis, there is no need to repeat the appraisal data shown on the initial analysis.  Normally, the reason for reanalysis and the data supporting any change will be shown in the "Remarks" item of the form.  Reanalysis will not be used merely to circumvent the limitation on supervision fees as stated in paragraphs 4.06c and 5.09c.



SECTION II.  TITLE REQUIREMENTS



2.10  GENERAL STANDARDS



	It is the general policy of the VA that the title to any real property (including a leasehold interest) to be conveyed to the VA will meet the standards required by prudent lenders in the community where the property is located.  With respect to property to be conveyed to the VA by the holder pursuant to 38 CFR (Code of Federal Regulations) 36.4320, these standards are modified by the provisions 
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of that paragraph.  For example, by the provision that any title otherwise acceptable will not be unacceptable by reason of encroachments, restrictive covenants, or other stated limitations.  The required title work will be undertaken and completed promptly in order to avoid delays in the acquisition of title by the VA.  It will not be deferred for unrelated procedural steps, such as the review of the holder's final statement of account (see par. 1.09).  While the VA does not warrant title to any of its properties, fair dealings may require that VA, after the closing of the sale, undertake the removal of valid title defects.



2.11  TITLE FACTORS IN ACQUISITIONS PURSUANT TO 38 CFR 36.4320



	a.  Quality of Title.  The title to any property to be conveyed by the holder to the VA pursuant to 38 CFR 36.4320 is required to be of the same quality as the title required to support a claim under the guaranty or insurance in accordance with 38 CFR 36.4325(b).  As distinguished from a "marketable title" using the quoted term in its legal sense, the title will be acceptable if it is of a quality generally acceptable to prudent lending institutions, informed buyers, title companies, and attorneys in the community; subject, however, to the racial provisions stated in this paragraph.  The occupancy of the property will not be an objection to the acceptance of the conveyance except to the extent stated in subparagraph m below.  It is recognized that titles to few properties are free from at least minor questions.  It would not be practicable to enumerate the title defects or exceptions which properly may be ignored in certain circumstances and, nevertheless, the title will meet the requirements of the regulations.  The test to be applied is whether such defects would render the title unacceptable in the community as stated above. constitute objections to the acceptance of title provided at the time when the property is to be conveyed to the VA there has been no breach of any condition affording the right to the exercise of a reverter provision.  However, if these items were not taken into account in determining the reasonable value, a commensurate adjustment of the claim under the guaranty or insurance will be made tinder 38 CFR 36.4325(b). if the real property to be conveyed to the VA secured a home loan guaranteed or insured subsequent to February 15, 195O, title will not be acceptable to the VA if it is subject to restrictions against sale or occupancy on the basis of race, color, or creed, which have been created and filed of record subsequent to that date.  



	b  Title Evidence Furnished by Holder.  Section 36.4320(H)(5) of 38 CFR lists the five types of  title evidence which will be acceptable to the VA.  The customary cost of such title evidence as limited by 38 CFR 36.4320(F)(2) will be borne by the VA.  Such cost may not exceed the rates generally charged persons by local title or abstract companies or attorneys in the community.  In certain areas, the VA may save time and expense by making arrangements with title insurance companies, abstract companies, or other title examiners for the furnishing of title insurance policies, extensions of abstracts or 
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other evidence of titles, and opinions.  The VA will advise holders of any arrangements, in which event holders will use such sources to obtain the required title evidence.  



	c.  Title Examination by VA.  In any case when the holder does not deliver title evidence brought up to the current date, the holder will deliver other evidence of title obtained by the holder in connection with the loan or the foreclosure, such as an abstract of title and opinions (or a copy), a title certificate, or a title insurance policy (and surveys).  All evidence provided to VA by the holder will be retained by VA (in accordance with RCS VB-1, part I, item No. 12-171.000) without cost to VA.  VA will arrange for any appropriate examination of title prior to the acceptance of the conveyance.  (See subpar. e below.)  



	d.  Acceptability and Cost of Title Evidence.  In determining the acceptability to the VA of title evidence to be furnished by the holder to the VA or to be obtained by the VA, due consideration will be given to the cost involved.  For example, if the holder obtained a mortgage title policy from an acceptable title company, in form acceptable to the VA, such policy normally will be accepted as evidence of the condition of the title as of the date of the policy.  When the language of the mortgagee policy is not appropriate to establish clearly the fact that the Administrator is an assured under the policy, an amendment of the policy will be secured when feasible.  The office of the District Counsel in conjunction with the title company which issued the policy and subject to the approval of any State regulatory body when such approval is required, will develop a form of amendment which will establish the Administrator's right to recover under the policy so that any question with respect to the coverage of a policy extending to the VA will be avoided when the policy is later submitted to the VA.  The acceptance of a mortgagee title policy will expedite the closing of conveyances, and by acceptance the VA will substantially reduce expenditures for title evidence.  



	e.  Instruments of Conveyance.  Holders are not required to convey with general warranty.  However, when a general warranty is tendered to the VA by a supervised lender or by a holder of financial responsibility satisfactory to the VA (either in the conveyance or by separate instrument), such a conveyance will be accepted and placed of record immediately and title examination will not be required.  In such cases, the holder will nevertheless deliver to VA the title evidence it has.  In all other cases the conveyance will be with so-called "special warranty" only; i.e., the grantor covenants (or "warrants") in the deed, or by separately executed instrument, against any claim to or interest in the property, adverse to grantee (the Administrator) by such grantor (transferor) and by any person or persons claiming through or under it.  The VA has developed and printed forms of deeds for all States.  In most States these printed deed forms are readily adaptable (with slight change) for use as "special warranty deeds" or "deeds of bargain and sale with covenants against the grantor's acts" or as "general warranty deeds."  The use of the printed deed forms by holders is recommended, but not required.
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	f.  Amount of Mortgagee Title Policy.  Section 36.4320(H)(5) of 38 CFR provides that when the VA accepts a conveyance in reliance on a title policy, the policy shall be in an amount approximately equal to the consideration for the property.  The specified amount is the amount of such consideration, although the amount actually payable to the holder at time of the conveyance may be less than the specified amount in cases when the claim tinder the guaranty had previously been paid.  (See 38 CFR 36.4320(G).)  



	g.  Owner's Title Policy.  In certain areas when it is customary for the seller of real property to furnish a title policy to the purchaser and when the VA has determined to follow this local practice in its sales activities, the VA will make efforts to obtain, at a reduced or combination rate, an owner's title insurance policy insuring the VA (or a commitment for such policy) and such an owner's policy insuring the purchaser from the VA.  



	h.  Title Advice to Holders.  The holder, prior to incurring any title expense in connection with the proposed-conveyance of the property to the VA, will be requested to notify the VA what evidence of title it obtained in connection with the closing of the loan and what additional title evidence will be furnished to show the condition of the title as of the date of the proposed conveyance.  Upon receipt by the VA of the title evidence furnished by the bolder, it will be transmitted to the office of the District Counsel together with the Loan Guaranty folder or with information required by the office of the District Counsel such as the description of the property and the exact name and address of the proposed grantor.  The submission of the case to the office of the District Counsel will not be deferred until receipt of the holder's final statement of account.  The office of the District Counsel will advise the holder as to the acceptability of the proposed title evidence.  



	i.  Responsibility for Acceptance of Title.  The office of the District Counsel will institute and complete the legal steps necessary in the acquisition of VA properties pursuant to 38 CFR 36.4320 as set forth in directive material issued by the General Counsel (formerly the Solicitor).  While the office of the District Counsel will determine the acceptability of title with respect to quality and title evidence, it is the responsibility of the Director to determine, in light of the advice of the office of the District Counsel, whether to accept the title tendered in the particular case.  The available evidence will disclose whether the property and its use conform to restrictions, particularly if the breach affords the right to the exercise of a reverter provision.  The VA is not required to accept a conveyance if there has been a breach which subjects the property to such right of reverter.  Except in cases when a conveyance by the holder with general. warranty can be accepted in lieu of title evidence, a conveyance under 38 CFR 36.4320 will not be accepted until it has been determined that the title is of the required quality.  The office of the District Counsel will request the Loan Guaranty Division to process the transfer voucher timely so that the check will be available when title examination has been completed and the 
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transaction is ready to close.



	j.  Unacceptable Title.  If the title is found to be unacceptable, the holder may be given such period of time to cure the title defects as may be reasonable under the circumstances of the particular case, considering all factors, including the nature of the curative steps required and the likelihood of a decline in the value of the property while title is being perfected.  Any such extension is generally a matter of grace and not a legal right of the holder.  It will be expressed in a written stipulation, signed by the holder and by the VA, stating the duration and the conditions of the extension.  The extension will generally not exceed 6 months unless VA's rights are not substantially impaired by such extension (e.g., an extension falling with a redemption period in a State where VA does not have the right to rent or sell until its title is absolute).  If it is anticipated that more than 30 days will be required to cure the title, the holder will generally be required to retain or to resume custody of the property from the date to be stated in the stipulation until the title is acceptable to VA, and in such event during this period the holder generally will assume the risk of loss by reason of personal injury or damage to the property and be responsible for all carrying charges (such as taxes and expenses in connection with the maintenance and operation of the property) in excess of any rental income.  In a declining market, the holder will generally also be required to agree to a reduction in the consideration otherwise payable for the property commensurate with any decline in the value of the property as determined by VA at the time of the conveyance on the basis of a reappraisal and staff review.  The VA is not required to accept a title which does not satisfy the requirements of the regulations with respect to quality.  A title known to be unacceptable is not necessarily acceptable merely because the holder will convey with general warranty, or a title insurance company is willing to assume the business risk of insuring the title free from exceptions.  Any waiver of title defects by VA will be evidenced by written agreement setting forth the basis for such waiver.  An agreement to waive is not to be implied from any course of conduct.  Thus, VA's consent to the acceptance by the holder of a deed in lieu of foreclosure does not preclude VA from raising title questions such as the existence of outstanding junior liens.



	k.  Title Rejection.  After the exercise by the holder of a valid election to convey to the VA, the holder is legally obligated to convey the property and does not have the option either to cure the title defects or to retain the property.  However, the VA will agree to such title retention when it is in the best interests of the VA, considering the value of the property (which may have changed since the latest appraisal) and all other pertinent factors.  In such event, or if title is rejected by the VA, in the accounting between the holder and the VA, the matter will be treated as if the holder had received in cash an amount equal to the amount specified by the VA pursuant to 38 CFR 36.4320.  However, in certain cases (depending on all the circumstances, including the nature of the title defects) and if in the best interests of the VA, a supplemental agreement will be 
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entered into between the VA and the holder and the VA will accept delivery of a deed (transfer) to the VA if a reduced amount of consideration is acceptable to the transferor.  The reduction will be commensurate with the decrease in the value of the property and its salability by reason of the title defects.  There will be no reduction when the VA has agreed (generally in advance of the foreclosure) to accept title subject to a Federal tax lien.  When the holder is a supervised lender or has financial responsibility satisfactory to VA, the conveyance may be accepted at the full price on the basis of an adequate indemnification agreement by the holder in cases when there is some unresolved title question but when it has not been established conclusively that the title is unacceptable.  



	1.  After Discovered Title Defects.  Upon acceptance of the holder's conveyance or transfer, the VA will pay the consideration for the property.  After such conveyance has been accepted, the VA has no further recourse against the holder for subsequently discovered title defects except as otherwise results from the holder's general or special warranties or other agreement, if any, contained in the conveyance or in a separate instrument.  Section 36.4320(H)(6) of 38 CFR, in effect, is an exception to 38 CFR 36.4325(b), and provides that title defects discovered after the conveyance to the VA and not covered by such warranties or agreements, if any, cannot be used as a basis for reducing the amount payable under the claim on the guaranty or insurance or for obtaining a refund of any portion of such claim already paid.  



	m.  Occupancy.  Section 36.4320(H)(3) of 38 CFR covers cases when the property at the time of the proposed conveyance to the VA is occupied.  It is necessary that the VA, prior to such conveyance, ascertain the rights in the property claimed by parties in possession and particularly whether any person in possession claims any rights of ownership in the property.  Complete information with respect to possession, which must be furnished by the holder to the VA (preferably on VA Form 26-6851, Notice of Intention to Foreclose) will expedite the acceptance of the conveyance.  When any occupant claims rights of ownership other than under redemption rights, such claim constitutes a cloud on the title and must be disposed of by appropriate written instrument which eliminates such claim or by appropriate legal proceedings brought by the holder at its expense and successfully terminated before a conveyance of the property will be accepted.  Unless he/she actually is claiming title adversely under some claim that was not legally cut off by the foreclosure or otherwise, the occupancy of the property by the original mortgagor, or by his/her immediate or remote grantee, or by a person claiming only under a tenancy, will not constitute an objection to the acceptance of the conveyance.  Mere possession, without any other assertion of title is generally deemed to be notice of any adverse claim of right of ownership.  The occupant may decline to state whether he/she claims ownership or to execute a disclaimer.  Recognizing the difficulties of obtaining such a disclaimer, the station may, with the advice of the office of the District Counsel, assume the risk of such an adverse claim and accept a conveyance of the property from the holder without 
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a disclaimer, provided the facts and circumstances of the case indicate that the risk is insignificant.  On the other hand, when the occupant states any adverse claim of title indicating the existence of a valid claim, it should be resolved before title is accepted.  VA requires that the holder will have the persons in possession made parties to any judicial foreclosure proceedings and caused them to be properly served with process under pleadings with appropriate averments, and that the final decree appropriately disposes of-such parties; or, that, in a nonjudicial foreclosure, the holder will have taken legal steps feasibly available under local law, by notice or otherwise, to cut off the rights of any such persons.  It is recognized that in many States the mortgagee has the alternative of foreclosing by trustee or otherwise, under power of sale, or by order or decree in appropriate judicial proceedings.  The exercise of the power of sale may require separate actions to obtain actual possession, whereas a properly conducted judicial foreclosure would cut off the rights of certain parties in possession.  It is not required that holders forego their customary practice of acting under the power of sale, even though the time and expense which may be encountered by the VA in obtaining possession by separate action may be increased.  



	n.  Title Evidence When Holder Conveys to VA's Purchaser.  This subject is fully covered in paragraph 3.04.



	o.  Conveyances to VA by the FNMA (Federal National Mortgage Association).  In order to expedite the conveyance of title to VA by FNMA, the procedure stated below has been agreed upon by the two agencies concerned.  Immediately upon acquisition of the property by FNMA and its election to convey it to the VA, FNMA will prepare and execute a deed conveying the property to the VA and record such deed at the same time when the deed to FNMA is recorded.  FNMA will prepare such conveyances to the VA on forms furnished by the VA.  The VA will then make its title examination and determine whether the title is acceptable.  In the meantime, FNMA may file claim on the guaranty and submit a final statement of account.  If the claim and statement are found to be in order and the title is acceptable to the VA, the claim on the guaranty, and such additional amount as may be payable on account of the conveyance to VA, will be paid to FNMA.  In the event title to the property is found by VA to be incurably defective, the VA will promptly execute and deliver to FNMA a deed reconveying the title to the property.  As soon as the acceptability of title has been established by the VA, the property will be deemed owned by the VA to the same extent as if the consideration had been paid, making it possible to proceed with repairs and the sale of the property without the delays pending the final processing of the claim and transfer payment.  



2.12  TITLE EXAMINATION IN SECTION 1820 CASES



	Section 1820 cases are those cases in which the property is to be acquired by the VA in a manner other than through the application of 38 CFR 36.4320 or the liquidation of a portfolio loan.  In section
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1820 cases, any evidence with respect to the condition of the title will be procured as may be reasonable and appropriate in the facts of the particular case to protect the interest of VA with due regard to the time and expense involved in obtaining title evidence.



2.13  TITLE EXAMINATION IN PORTFOLIO LOAN FORECLOSURES



	a.  Examination of title is normally not required in connection with the acquisition of title through the foreclosure by VA of a portfolio loan since a complete title examination will have been made at the time the loan was made or acquired and the subsequent foreclosure will be conducted by or under the supervision of the District Counsel.  Furthermore, a foreclosure search will have been made in jurisdictions where foreclosures are by judicial. proceedings, requiring service of process on necessary parties, or in any case when a deed in lieu of foreclosure is to be accepted by the VA.  



	b.  All portfolio loan cases involving judicial foreclosure will be submitted to the Department of Justice for action.  In instances when a portfolio loan is foreclosed judicially, through the appropriate U.S. Attorney, the office of the District Counsel will continue to furnish a title opinion on each property acquired.  In so doing, it will be considered that the foreclosure conducted by the U.S. Attorney is complete and regular in all respects.  No independent review as to the legal sufficiency of such foreclosure will be made.  



2.14  TITLE OPINION



	When property has been acquired by the VA (regardless of the method of acquisition), a title opinion will be obtained from the office of the District Counsel setting forth all matters affecting the title, such as restrictions, reservations, or easements, and the quantum of VA's title (e.g., leasehold only or surface rights only).  Dominant estates will also be shown, such as water rights or a driveway easement over adjacent property.  It will show whether the description in the mortgage which secured the guaranteed loan can be used for sales purposes or whether a proper description be supplied.  The title opinion will state the date of acquisition of title by the VA, the date any redemption period expires, and other title matters required in connection with the management and sale of the property.  When a survey is available it will show encroachments, if any.  It will not be necessary to include in the title opinion on the particular property, matters of general applicability affecting all properties in the regional area or within a particular State, if the matters have been included in a blanket opinion (e.g., rights of the VA to possession and to rental income during a redemption period).  A title opinion will be required on all properties acquired by VA, including properties on which title examination was waived in reliance on a conveyance by the holder to VA with general warranty pursuant to 38 CFR 36.4320(H)(5).  In such cases, the title opinion will be based on the title evidence obtained by the holder incident to the making of the loan and the foreclosure.  The holder is required to deliver the evidence to the VA.  The title opinion will state the ownership of 
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appliances and of other items of personal property normally sold by VA as part of the real estate, particularly as to items not included in the lien securing the indebtedness which had been guaranteed by VA.  Title evidence obtained by VA incident to the acquisition of the property will normally satisfy the requirement for a title opinion by the office of the District Counsel provided such evidence includes a concise statement, of title matters in readily understandable form and is approved by the office of the District Counsel.  Such form includes a title policy or title certificate which is complete and does not require reference to an abstract of title.  



2.15  SOLDIERS' AND SAILORS' CIVIL RELIEF ACT OF 1940



	Unless a deed in lieu of foreclosure is obtainable and foreclosure is not required to cut off junior liens, careful lawyers, prior to institution of foreclosure, will ascertain the military status of the mortgagor and of any other necessary parties to the foreclosure. if it appears that military service is involved, compliance must be had with the provisions of the Soldiers' and Sailors' Civil Relief Act of 1940 (Public Law 861, 76th Cong.), as amended.  If the mortgage was executed prior to the mortgagor's entry into military service, and if the mortgaged property was still owned by him/her at the commencement of his/her military service and continues to be owned by him/her, a nonjudicial sale under a power of sale during such period of military service, or within 3 months thereafter, would be void (not merely voidable).  No foreclosure of such serviceman's mortgage is valid unless effected upon previous order of court and a return made and approved by the court (sec. 302 of the Civil Relief Act (50 U.S.C. App. 532)).  In any State where local law provides a redemption period following foreclosure sale, the running of that period will be stayed in the event of military service of the mortgagor or other necessary party until after the termination of the military service or the termination of the Soldiers' and Sailors' Civil Relief Act (sec. 205 (50 U.S.C. App. 525).)  The running of the redemption period will be stayed irrespective of whether the instrument under foreclosure was executed before or during the military service.  (See Op. Sol. 224-52.)  When property acquired by the VA is subject to a redemption period which is stayed by military service, the case will be reviewed periodically in order to ascertain the date when the military service ended and on which date the statutory redemption period will again begin to run.  In such cases, it will generally be desirable to negotiate for a quitclaim deed from the period in military service (Op. Sol. 1113-47).  



2.16  QUITCLAIM DEEDS CONVEYING REDEMPTION RIGHTS



	The general principles applicable to the acceptance of a deed in lieu of foreclosure are stated in M26-3 and M26-4.  These principles will also be applicable to cases when, after institution of foreclosure proceedings or even after completion of such proceedings, a quitclaim deed is obtainable, cutting off redemption rights which otherwise would exist under State law.  While the acceptance of the deed will not avoid the foreclosure expenses which have already been 
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incurred, a financial advantage will accrue to VA through the ability to offer the property for sale without awaiting the running of the redemption period.  The advantages of the quitclaim deed will be related to the unexpired portion of the redemption period.  Thus, an offer of a quitclaim deed or of a waiver of redemption rights in any other manner made shortly prior to the expiration of the redemption period will normally be declined if it involves the release by the VA of any substantial rights against the borrower.  A cash consideration will not be paid by the VA for a quitclaim deed without the prior approval of Central Office.  Payment of such cash consideration will often be warranted when the redemption right is held by a transferee who was not obligated to pay the mortgage debt.  A release of the redemption rights is of particular value to the VA when the redemptioner is in military service which will continue for a long or indefinite period.  (Direct waiver of redemption rights as such is illegal and ineffective in some States; a quitclaim deed however is not a direct waiver.)



2.17  TRANSFER TAXES ON CONVEYANCES TO VA



	a.  Certain States or political subdivisions, by statute and also by ordinance, resolution or other action, levy or impose a tax on the transfer of real property or on certain interests in real property.  Although VA has taken the position that such a tax cannot be levied upon it, operating difficulties have been encountered due to the failure of local taxing authorities to recognize that fundamental exemption.



	b.  A number of field stations have been successful in their efforts to obtain, either in the enabling statute or in local ordinances or other action, an express provision that conveyances to VA are exempt from that tax or a provision that such exemption can be obtained by compliance with certain steps showing that the conveyance to VA is not taxable.  These steps depend on local practice.  In Pennsylvania, for example, a transfer tax is generally required to be paid when the holder of a guaranteed loan acquires title.  However, the conveyance of the holder to VA is exempted by special agreement, provided such conveyance is supported by affidavit explaining the nature of the transaction (e.g., �38 CFR 36.4320).  In another State, the tax exemption is obtainable by simultaneously recording the conveyance to the holder and by the holder to VA.  That method is of course subject to the criticism that the recording of the conveyance to the holder is delayed.



	c.  Should such a real property transfer tax be enacted on transfer occurring in any area within the jurisdiction of a regional office, the matter will be referred to the office of the District Counsel for advice as to the propriety of the payment of any such tax by VA.  Following consideration of the matter by the office of the District Counsel, a complete report will be submitted to Central Office.
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SECTION 111.  ACQUISITION



2.18  ASSIGNMENT TO PROPERTY MANAGEMENT



	A property will be deemed assigned to Property Management upon receipt of VA Form 26-8901 or VA Form 26-8903 (preliminary or final) in accordance with M26-3 and M26-4.  The original of VA Form 26-8901 or VA Form 26-8903 will be filed in the Loan Guaranty folder together with a copy of VA Form 26-6713, Summary of Basis for Liquidation Procedure.  



2.19  VA FORM 26-8901, RECOMMENDATION TO TERMINATE PORTFOLIO LOANS, OR VA FORM 26-8903, NOTICE FOR ELECTION TO CONVEY AND/OR INVOICE FOR TRANSFER OF PROPERTY



	VA Form 26-8901 or VA Form 26-8903 will be received by Property Management as the assignment of properties upon receipt by VA of notice from the holder of a guaranteed or insured loan that it has acquired the property and elects to convey it to VA under 38 CFR 36.4320, and upon reference of a portfolio loan to the office of the District Counsel for foreclosure.



2.20  WITHDRAWN CASES  



	a.  Title 38 CFR 36.4320 Cases.  Holders of VA-guaranteed or -insured loans have the right to-give VA notice of election to convey prior to the acquisition of the property by the holder.  Such advance notice generally results from a blanket notice by the holder to convey to the VA all properties which it may later acquire.  Any such advance notice may be withdrawn at any time prior to acquisition of the property by the holder without the necessity for any justification or for obtaining the consent of the VA.  However, when the notice of withdrawal is given after the holder acquired the property, the VA is not obligated to consent and its action will be determined on the basis of the best interests of the VA.  It is essential that information be obtained as to the reason why the holder desires to withdraw.  Generally, withdrawal is in the interest of VA, since it avoids the expense of acquisition and sale, and requires the holder to account for the property on the basis of the specified amount.  When the specified amount had been set below the current market debt, consent to the proposed withdrawal by the holder will be predicated on an adjustment reflecting the profit anticipated by the holder in selling to a third party rather than conveying to VA.  When the holder is permitted by VA to withdraw its election to convey, it will not be required to reimburse VA for any administrative expenses incurred in connection with the anticipated acquisition of the property by VA.  These expenses may include title examination fees, abstract charges, appraisal and inspection fees, and the commissions of the management broker.  After such withdrawal, these expenses will be charged as general expenses.  On the other hand, the holder will be required to reimburse VA for nonadministrative expenditures which would not have been made by VA if the holder had not elected to convey the property to VA, such as repairs, maintenance, and taxes.  In cases when a 
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request for withdrawal of election to convey is made at the conclusion of the period of time allowed the holder to cure title defects, pursuant to a written stipulation between the holder and VA, the terms for withdrawal will not be inconsistent with the conditions of such stipulation.  



	b.  Portfolio Loan Cases.  Upon discontinuance or withdrawal of legal action to terminate a portfolio loan, Loan Service and Claims will inform Property Management, and the case will be deemed as one withdrawn from Property Management's jurisdiction.  A mere suspension of legal action will not constitute a withdrawal of the case.



	c.  Section 1820 Cases.  Pending acquisitions, not resulting from the application of 38 CFR 36.4320 or from the termination of a portfolio loan, are for convenience sometimes referred to as section 1820 cases.  They will be considered as withdrawn from Property Management upon receipt of advice that the contemplated acquisition will not take place.  For example, the VA may have submitted the successful bid at the foreclosure of an FHA insured first mortgage loan and later declined to accept title because of title defects.



2.21  INITIAL PROCESSING STEPS



	The measures to be undertaken in connection with the acquisition of property by VA, including the assumption of custody and protection of the property, the examination of title, and payment of the consideration for the property, will depend on the nature of the particular transaction.  Acquisitions which result From 38 CFR 36.4320 necessarily will be processed in accordance with the provisions of that regulation, which prescribe with particularity the rights and liabilities of the holder and of the VA.  In acquisitions resulting from the liquidation of portfolio loans, the rights of the VA to possession and control over the property during foreclosure and after the VA has bid in the property at the foreclosure sale will depend on the provisions of the security instrument, the laws of the jurisdiction, and the nature of the legal steps taken to acquire the property.  Promptly upon assignment of the case, Property Management will exercise custody in accordance with the applicable provisions of paragraphs 4.02, 4.03, and 4.04 and undertake the initial cleanup and emergency repairs in accordance with paragraph 4.06.  



2.22  PROPERTY MANAGEMENT DOCKET



	Property Management dockets previously established will be continued undisturbed, however, no new Property Management dockets will be established.  The Loan Guaranty folder will be used for filing all papers relating to the particular property other than documents governed by other specific filing instructions.  In order to facilitate case processing, an interim folder may be used to hold all property management material relating to a particular property until it is sold or otherwise disposed of.  These will be maintained in accordance with RCS VB-1, part 1, item No. 12-170.320.  At that time, the contents of such interim folder will be merged with the related Loan Guaranty folder.
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[2.23  VA FORM 26-0595v, PROPERTY INSPECTION REPORT AND MARKET ANALYSIS



	a.  Required Use.  This form has been provided as a means for recording the results of a comprehensive property inspection.  It will be used for the initial inspection upon assumption of custody over the property by VA and subsequent inspections not of a routine nature, such as inspections leading to a determination of a substantial repair program or forming the basis of recommendations for the disposition of the property.  It may be prepared both by salaried employees of VA and by management brokers and others serving VA on a fee or commission basis.  VA Form 26-0595v will be completed in detail for the initial inspection report and for any inspection report made in connection with the reanalysis of a property in accordance with paragraphs 2.01, 2.09 and 4.06a.  It will also be completed for those inspections of typical properties in subdivisions and for on-site spot checks by staff personnel of the inspection reports prepared by management brokers (see par. 2.03c).  The person making the inspection will sign and date the report and clearly indicate the purpose of the inspection.



	b.  Preparation of VA Form 26-0595v.  Management brokers will use VA Form 26�0595v to prepare a comprehensive market analysis on each assigned property.  The analysis will include marketing data, comparable sales, neighborhood conditions, recommendations with respect to the disposition of the property, itemized repairs, outstanding taxes, special assessments, or other liens and any other pertinent material.  It is expected that management brokers will complete the initial property inspection report and submit it to the field station within 15 calendar days after assignment, or vacancy whenever the property is occupied at assignment.  However, this time may be extended to 20 days if the station routinely gets system inspections from appropriately licensed personnel on its properties.  VA Form 26-0595v will be used in conjunction with the Freddie Mac Form 70/Fannie Mae Form 1004, Uniform Residential Appraisal Report, and any inspection reports prepared by VA staff to complete VA Form 26-6701, Property Analysis and Recommendations.  When requested, usually for reanalysis, the management broker must provide a new valuation of the property based on recent sales of comparable properties.  Necessary repairs listed in the management broker's original report need not be repeated in detail unless there has been a significant change in the estimated cost or scope of the repairs.  However, if repairs are needed to correct deterioration in the property's condition since the previous report, they must be provided in detail along with an estimate of their cost.  The following guidelines should be applied when completing VA Form 26-0595v:



	(1)  Date of Assignment.  Date of notice from VA assigning the subject property for management.



	(2)  Date of Property Visit.  Date of inspection by management broker or their agent.
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	(3)  Property Identifier.  The number assigned by VA to identify the loan formerly secured by  the subject property.



	(4)  Date of Vacancy or Occupant Name and Status.  Date that the subject was determined to be vacant (or statement that it was vacant when assigned) or the name and status of the occupant.



	(5)  Owners Association.  Name, address and telephone number of payee, type of association and monthly fee.



	(6)  Property Description



	(a)  Units.  Total number of separate living units.



	(b)  Stories.  Total number of stories contained in the property at or above grade (1, 1.5, 2, 3, etc.).



	(c)  Type.  Detached (D), row/townhouse (R), condominium (C), half of a duplex (H), multi-unit (M), quad home (Q), split level (S), or vacant lot (V).



	(d)  Design.  Style (ranch, colonial, cape cod, etc.).



	(e)  Vehicle Storage.  Number of vehicles which can be parked off the street; type of space - garage (G), carport (C), pad or space (P), none (N); and, whether attached (A), or detached (D).



	(f)  Electric Garage Door.  Yes or no.



	(g)  Fence.  Type and style (wood/privacy, wood/picket, chain link, etc.).



	(h)  Driveway.  Asphalt, concrete, gravel, etc. or none.



	(i)  Sidewalks.  Yes or no.



	(j)  Streets.  Public or private and composition - paved, gravel, dirt, etc.



	(k)  Roof Surface.  Predominant type of roof material: asbestos cement shingle (AS), asphalt/fiber composition roll (CR), asphalt/fiber composition shingle (CS), clay or concrete tile (CT), flat concrete (FC), flat layered or built up felt and asphalt or pitch and gravel (FL), flat membrane (FM), metal shingle (MS), metal roll (MR), slate shingle (SS), wood shingle or shake (WS).
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	(l)  Exterior Walls.  Predominant exterior finish: brick (BR), masonry (MS), vinyl siding (VS), asbestos siding (AS), wood siding (WS), metal siding (MS), stucco (SC), adobe (AD), stone (ST), earth shelter (ES).



	(m)  Gutters.  Yes or no.



	(n)  Foundation.  Basement (B), crawl space (C), concrete slab (S), piers with isolated footings (P), mixed or combination (M), and the percentage of a basement which is finished (below grade) but not included in the square footage of the living area.



	(o)  Heating.  The primary heating fuel: coal (C), electric (E), gas (G), oil (O), geothermal (T), solar (S), wood (W); and primary heating system: ducted force air (FA), baseboard (BB), ducted gravity fed (GR), heat pump (HP), hot water (HW), space heater (SP), steam (ST), wall furnace (WF), floor furnace (FF), radiant lines within floors or walls (RD).



	(p)  Cooling.  The primary cooling system: refrigerative room or window unit (R), evaporative (swamp cooler) (E), central ducted refrigerative (C), central refrigerative and evaporative systems (B).



	(q)  Windows.  Type and material: double-hung, wood (DH\W), sliding aluminum (S\A), etc.



	(r)  Doors.  Type and materials hollow core\veneer, solid wood\raised panel, etc.



	(s)  Storm Sashes.  Yes or no.



	(t)  Landscaping.  Rate: poor, fair, good, excellent.



	(u)  Interior Walls.  Type: drywall (D), plaster (P), etc. and primary finish: paint (P), wood paneling (WP), tile (T), wallpaper (W), etc.



	(v)  Bath Finish.  Use same codes as interior, and identify wainscoting.



	(w)  Insulation.  Yes or no, lack of insulation must be explained in comments (item 25).



	(x)  Floor Surface.  Type: concrete slab (CS), wood sheeting (WS), etc., and cover material: hardwood (H), carpet (C), vinyl (V), ceramic (T), stone (S), etc., (CS\C\V) or (CS\C\H\T).



	(y)  Fireplace.  Number or none; 1, 2, etc.



	(z)  Patio.  None or size (10X20), etc.
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	(aa)  Porch.  None or size (4X6), etc.



	(bb)  Pool.  None or type:  in ground (IG), above ground (AG); and size (15X30), etc.



	(cc)  Drainage.  Rate poor to good, if less than good, explain in comments.



	(dd)  Kitchen Finish.  Same as bath finish, plus cabinet and counter top materials must be identified.



	(ee)  Actual Date Home Built.  The date (month and year) of completed construction or occupancy permit must be obtained from city or county records to comply with the requirements of Title X, Residential Lead-Based Paint Hazard Reduction Act of 1992.



	(ff)  Square Feet of Living Space.  Above grade.



	(gg)  Lot Size.  Front and side footage or number of acres.



	(hh)  Lot Shape.  Regular (REG), irregular (IRREG), or common (COMM).



	(7)  Rooms



	(a)  Entrance Foyer and Laundry Room.  Yes or no.



	(b)  Living Room, Dinning Room, Kitchen, Den, Family Room, Rec. Room, Bedrooms,  Bathrooms, Other.  The total number for each.



	(c)  Total Rooms.  Exclude rooms not normally counted in total rooms (e.g.; baths, hallways, entrance foyer, etc.).



	(8)  Utilities.  Public, private or community.



	(9)  Tax and Special Assessments.  Tax identification number for principal tax authority and date last paid and amount, obtained from the tax authority, if not supplied by VA at time of telephone assignment.  Individual amounts if required.



	(10)  System Checks.  Identify the items in which system checks have been ordered with an "X."



	(11)  Initial Cleanup and Repairs to Secure Property.  Indicate what service was ordered, the cost, and the completion date or estimated completion date.  Include before and after pictures on all items when the total cost to cleanup and secure is $500 or more.
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	(12)  Property Condition.  Excellent, if the property is habitable, structurally sound and all mechanical systems and utilities are operational, with no repairs required prior to placing the property on the market; good, if structurally sound, but repairs to mechanical systems and/or utilities, plus deferred maintenance and/or cosmetic repairs, are required prior to being habitable; fair, if structurally unsound with major repairs to be completed prior to being habitable; and, poor, if the property is damaged beyond repair and should be placed on the market "as is" with full disclosure.



	(13)  Environmental Hazards.  Asbestos (A),  lead-based paint or plumbing (L), gas or oil tanks (G), radiation (X), other (O).  Stations will issue specific instructions on environmental hazards.  Stations should include the requirements in paragraph 5.07c(1) which references paragraph 4.06b.1, Inspections for Defective Paint Surfaces - Lead�Based Paint, in their specific instructions on environmental hazards.



	(14)  Hazard Loss Codes.  Fire (F), vandalism (V), earthquake (Q), mudslide (M), water (flood) (W),  storm (S), riots (R), or other (O).



	(15)  Emergency Repairs.  Any repairs considered critical to secure and/or protect the property as an emergency repair (E) in the hazard loss code column.



	(16)  Repairs.  Identify all needed repairs to bring the property into excellent condition and provide an estimated cost for each.  When necessary, indicate the environmental or uninsured hazard loss code in the appropriate column.  Place a check mark by the items recommended to be completed prior to listing the property for sale.  Attach pictures of any unusual repairs needed for the property.  If the property is in poor condition and no repairs will be made, the detailed repair itemization may be waived by VA.



	(17)  Market Comparison Analysis.  Comparables selected should be similar in size, location, quality of construction and standard features, and should have closed within the last 180 days.  Unless VA approves the use of comparables that closed more than 180 days ago, they will not be used.  If significant adjustments are necessary, then the use of a property as a comparable should be questioned and another one found.  If no other like property can be identified to use as a comparable then a full explanation of each significant adjustment will be included in the comments section.  A picture of each comparable must be attached.



	(18)  Market Plan.  Obtain recommended listing price repaired and as is.  Indicate how recommended repairs will improve marketability.  Indicate downpayment, special terms, bonus, special advertising to reach unique market, whether to hold an open house, estimated market time to receive full price offer, etc.  Show any recommended step downs in price and at what intervals.  Include additional comments to support recommendations.  Attach pictures of the property: front view, rear view, street view and of any additional buildings located on the property.
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	(19)  Comments and/or Additional Details.  This area is provided to continue comments from any area of the form.



	(20)  Special Regional Office Requirements.  This area is provided for VA to incorporate any specific local requirements, such as requiring the management broker to record the serial number of appliances, listing employment and/or telephone numbers of occupants, noting that the master insurance policy is included in the monthly homeowners fees, etc.



	c.  Review.  VA Form 26-0595v will be reviewed for completeness and correctness in all cases by a staff technician.  The itemized repair cost estimates will be checked and the repairs which are approved for bids or authorization will be appropriately indicated.  The staff technician who makes the review will sign and date the report.]



2.24  FINAL STATEMENT OF ACCOUNT



	In 38 CFR 36.4320 cases, the timely and orderly closing of transfers requires that the holder submit the final accounting promptly and in proper form, and that Loan Service and Claims prepare in each case a property acquisition settlement analysis.  (See M26-4.)  However, if the amount specified for the property under 38 CFR 36.4320 is a definite dollar figure, the transfer can be closed without awaiting the final accounting.  In such case, a statement by the holder claiming such amount will be adequate to support the transfer payment.  (For further conditions, see par. 7.04.)  



2.25  SUPPLEMENTAL PAYMENT TO HOLDER



	The final statement of account, which is submitted to VA by the holder in support of the payment of the amount due it for the conveyance of the property to VA, may include only those items which had actually been disbursed by the holder at the time such statement is prepared.  If the holder has made additional disbursements for which it desires reimbursement or has collected revenue to which VA is entitled, it will be necessary to obtain from the holder a supplemental statement of account, in duplicate, showing an itemization of each item of expenditure and of income subsequent to its final accounting.  Normally, the holder will not be required to submit receipted bills in support of any such disbursements.  In order to avoid processing more than one supplemental payment, it is preferred that the holder defer submission of the supplemental accounting until after it has paid all items for which it is entitled to reimbursement and has collected all items for which VA is to be credited.  In no case will the supplemental payment be made until after the transfer of the property to VA has been closed.  The foregoing does not preclude a holder from submitting a supplemental accounting at an earlier date, but in such event, the check will not be delivered to the holder until the conveyance to VA has been closed.  (See par. 2.26.)  The specific expense items which are allowable are those enumerated in subparagraphs (1) to (4) of 38 CFR 36.4320(F).  In addition, 38 CFR 36.4320(F)(5) 
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permits reimbursement to the holder for other expenditures actually made which are approved by VA.  The station is authorized to approve reimbursement to the holder of any expenditure pursuant to 38 CFR 36.4320(F)(5) which is reasonably necessary for the preservation and management of the property.  This provision is primarily applicable to those rare cases when the holder continued custody of the property until the date of its conveyance to VA.  The supplemental accounting will also reflect all collections by the holder as required by 38 CFR 36.4320(H)(9).  Such accounting will be checked by VA with respect to allowability under 38 CFR 36.4320, and with respect to the reasonableness of the amount of each expenditure.  For example, VA will not reimburse a holder for the premium on hazard insurance coverage which became effective after the holder bid on the property at public sale, or acquired the property in any other manner.  The review of the supplemental accounting will also disclose whether it includes any item which is allowable as a supplemental claim or which may affect the amount of the veteran's indebtedness.  In appropriate cases, an analysis will be prepared in accordance with M26�4.  When the supplemental accounting is made after the property has been conveyed to VA, which will be the normal procedure, the check will be mailed directly to the holder by the Disbursing Officer.  The provisions of this paragraph are applicable primarily to cases processed under 38 CFR 36.4320.  (See par. 7.05.)  Supplemental payments may also be allowable in Section 1820 cases.  In these cases, the procedure set forth above will be followed as far as may be appropriate in view of the arrangements previously made by VA leading to the acquisition of the property by VA.  



2.26  ADVICE TO FINANCE



	The Finance activity will be advised of the date when the property is acquired by VA, whether title is absolute or subject to redemption, and, in redemption cases, will be furnished a second advice stating the date when the redemption rights expired and title became absolute.  Advice will also be sent to the Finance activity when a property is disposed of prior to acquisition of the property by VA, such as by redemption or sale by the holder for the account of VA or by the holder's withdrawal of its election to convey to VA.  In any such sale or in a sale by VA, the required advice will be given by furnishing a copy of VA Form 26-6714, Sales Closing Statement.  In the event of redemption, a redemption analysis will be 
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prepared and sent to the Finance activity.  



2.27  PROCESSING OF TRANSFER VOUCHER



	The Property Management Section will initiate the transfer voucher immediately on receipt of advice from the office of the District Counsel that title is acceptable in those cases when properties are acquired pursuant to 38 CFR 36.4320.  In the cases when VA is in possession of the deed from the holder and all other required documents, the Treasury Disbursing Officer will be instructed to mail the check, properly identified, directly to the holder.  In those cases when the holder insists on a simultaneous exchange of the Deed of Conveyance and the consideration for the deed, the Disbursing Officer will be requested to forward the check to the agent cashier to be released by him/her to the office of the District Counsel upon advice that the transfer is ready to close.  In both instances, time is of the essence.  Normally, dispatch of the voucher to the Disbursing Officer should not require more than 2 workdays.  Similarly, in those cases when the transfer check is received in the regional office, closing of the transaction should not require more than 2 workdays after receipt of the check.  



2.28  IMPORTANCE OF PROMPT ACTION



	Promptness is required in all property management activities, particularly in the acquisition of property, the analysis and determination of the liquidation plans, the completion of repairs, and the obtaining of possession from adverse occupants.  Unnecessary delays in acquiring the property will be avoided, as in such event the VA will be deprived of the opportunity to sell expeditiously, taking advantage of any favorable market; will be responsible for the taxes and other carrying charges which accrue; and will be subjected to the danger of damage to the property due to vandalism or the elements.  An aggressive follow-up system will be maintained to further the earliest possible transfer or acquisition consistent with local law and custom.
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