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CHAPTER 4.  MANAGEMENT





4.01  MANAGEMENT OBJECTIVES





	The objectives of good management are to protect and maintain properties, to avoid the expenditure of funds unless such expenditures are in the best interests of [ ] VA, and to secure a satisfactory net rental income on those properties which are offered for rent pending sale.





4.02  CUSTODY OF PROPERTY





	Custody over property to be acquired by VA is exercised by [ ] VA as soon as permissible under local law, except in those rare cases in which arrangements have been made by [ ] VA for the assumption of custody at a later date.





	a.  Definition of Custody.  The term "custody," applied to a 38  CFR (Code of Federal Regulations) 36.4320 case, means all of the rights of the holder to the possession of the property, including the right of management, protection, and maintenance to the extent that such rights were acquired by the holder when it acquired the property.  In a State having a redemption period when the mortgagor is entitled to possession during that period, the holder will not have the right to possession and, therefore, the degree of custody or control by the holder may be only nominal.  In cases in which the property is to be transferred by the holder to VA and in other pending acquisitions, such as portfolio loans under foreclosure, the degree of custody or control which may be exercised by [ ] VA prior to the acquisition of title or prior to the expiration of the redemption period will depend on local law and on the facts in the case.  Generally, during the period when [ ] VA is not entitled to rental income, it will not have the unrestricted right to enter the premises and will be handicapped in making property inspections or effecting repairs.  In such cases, the absence of effective control over the property may indicate the advisability of an application to the court for the appointment of a receiver, if possible under the law and the security instrument.





	b.  Custody Assumed by VA.  Normally, [ ] VA will assume custody over the property form the date of receipt of the holder's notice that it elects to convey the property to [ ] VA or, in blanket election cases, from the date of receipt of notice from the holder that it has acquired the property, whichever date is later.  Holders are required to give VA notice of delivery of custody at that time (Op. Sol. 80-53).  Custody, care, and maintenance of properties securing portfolio loans will be assumed by VA immediately upon receipt of VA Form 26-8901, Recommendation to Terminate Portfolio Loan, or VA Form 26-8903, Notice for Election to Convey and/or Invoice for Transfer of Property, with advice that such type loan is being referred to the office of the District Counsel for foreclosure or other appropriate legal action.  When [ ] VA assumes custody of the property, such custody will be exercised by [ ] VA either through its salaried personnel or by listing 
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the property for protection and management with a VA-approved management broker.  VA Form 26-6706, Warning (Trespassing Notice) [Sign], may be posted on vacant property as a warning that it is property of the United States Government and in the custody of the [Secretary] of Veterans Affairs.  This warning notice may be posted even prior to acquisition.  The address of the VA office having jurisdiction and/or the name of the management broker will be clearly indicated in the space provided.  In addition to the form, there may also be posted a notice reading "The [Department of Veterans Affairs] Will Pay a [$500] Reward [ ] for Information Leading to the Arrest and Conviction of Any Person Trespassing Upon or Damaging This Property."  The VA Form 26-6706a, Reward Notice, may be posted whenever the offer of such a reward may reasonably be expected to have a deterrent effect with respect to vandalism damage to property in the custody of VA.  It will be determined locally when such reward is payable.  [ ] Properly incurred bills in connection with the property after [ ] VA has assumed custody and before the property has been conveyed by the holder to VA will be paid by [ ] VA, which will also attempt to collect all rentals which occupants are legally obligated to pay to [ ] VA.  In the event [ ] VA later declines to accept the proposed conveyance (i.e., because of title defects), the holder will be required to reimburse [ ] VA for such expenditures, less any rents [ ] VA may have collected.  However, prior to the transfer to [ ] VA, the holder normally will advance funds for the payment of taxes, assessments, and ground rents (38 CFR 36.4320(h)(4)).





	c.  Property Inspection Record.  On each vacant property under the custody of [ ] VA, a record will be maintained of each visit to the property made by salaried employees of [ ] VA, the management broker, repair contractors, sales brokers, designated appraisers, and other fee personnel.  Such a record will help to establish responsibility for failure to keep the windows and doors locked or to take any other action required to protect the property against damage.  VA Form 26-6722, United States Government-Property Inspection Record, has been designed for this purpose.  Each caller will be required to sign the form and to show the date and purpose of the visit.  The form will be posted in the interior of the property in a conspicuous location, preferably on the front door.  The form will be removed when the property is rented or sold, or the available space has been used.  In any event, VA Form 26-6722 will be replaced at least every 6 months.  Used forms will be placed in the related loan folder.





4.03  CUSTODY RETAINED BY HOLDER





	a.  Protection of Property.  In cases when the holder insists on continuing custody of the property until [ ] VA has accepted conveyance, the holder should advise [ ] VA of such fact not later than the notice of election to convey to [ ] VA or the notice of acquisition when there had been an advance election.  In the absence of advice that custody is being turned over to VA, it will be assumed that the holder is retaining custody.  (See 38 CFR 36.4320(h)(7) and M26-4, [chapter 3].)  Unless custody is delivered, the risk of loss is not assumed 
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by VA until the property is conveyed to VA or until such earlier date when VA obtains custody.  The holder will be expected to exercise reasonable care to protect the property during the period of its custody, particularly against damage by vandalism and the elements, such as damage caused by failure to drain the plumbing when freezing weather may be expected.  Upon conveyance of the property to VA, the holder will account for all rent collections and will be entitled to reimbursement for any reasonable expenditures necessary for the management of the property.





	b.  Custody Inspections in 38 CFR 36.4320 Cases.  In cases when the holder insists on retaining custody or in cases in which VA requires that the holder retain or resume custody during the time required for the removal of title defects by the holder, it becomes essential to establish responsibility between the holder and VA for any property damage occurring during the time when the risk of loss is on the holder.  This requires a property inspection by VA at the time the property is acquired by the holder and another inspection when title passes to VA.  The report of such inspections will be on [VA Form 26-0595v, Property Inspection Report and Market Analysis].  The need for property inspections will vary depending on the length of time custody is retained by the holder and the likelihood of damage by vandalism or the elements.  It is not intended that the assumption of custody by VA or the closing of the transfer by the holder to VA be delayed while awaiting an inspection of the property.  Inspection will be waived in appropriate cases.  If inspection discloses damage or loss chargeable to the holder beyond normal wear and tear, the inspection report will itemize the damage and will contain an estimate of the cost of required repairs or replacements.  In such cases, VA will make written demand on the holder to repair or replace any of the damage or loss, or to pay the estimated cost.  If a satisfactory settlement is not reached, the inspection report and correspondence with the holder will be forwarded to Central Office for review and consideration before payment of the full amount due the holder for the transfer of the property is made.  In appropriate cases, the transfer of the property may be held in abeyance pending further negotiations with the holder for an acceptable adjustment.  





4.04  RISK OF LOSS IN 38 CFR 36.4320 CASES





	Section 36.4320(H)(7) of 38 CFR provides that the holder is responsible for loss due to property damage or personal injury from the date it acquires the property until the risk of loss is assumed by VA.  It provides further that such risk is assumed by VA upon its receipt of notice from the holder that it has acquired the property and has elected to convey it to VA, provided custody is delivered to VA.  Therefore, if the notice of election (individual or blanket notice) is given before acquisition by the holder, the risk of loss is not assumed by VA until it has also received notice that the holder has acquired the property.  In such cases, the regulations require the holder to act promptly in giving VA notice of acquisition.  The risk of loss is not assumed by VA until the holder turns over custody of the property to VA.  In the event the holder declines to turn over custody of the property, the holder's responsibility for loss due to property damage or personal injury 
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continues from the date the holder acquires the property until the holder conveys to VA unless custody is delivered sooner.  Except for the obligation to maintain hazard insurance coverage, as provided by 38 CFR 36.4326, the regulations are silent with respect to the risk of loss before the holder has acquired the property; therefore, any accountability of the holder to VA for loss attributable to damage to the security before the acquisition will be governed by applicable legal principles, unaffected by the regulations.





	a.  Risk When Title Is Unacceptable.  Paragraph 2.11j deals with titles tendered to VA pursuant to 38 CFR 36.4320 which are found to be unacceptable.  If the holder is to be given an opportunity to clear the title and it is anticipated that more than 30 days will be required for that purpose, the stipulation between the holder and VA will be in writing and will require the holder to retain or resume the custody of the property from the date to be stated in such stipulation until the title is acceptable to VA.  During such custody, the risk of loss will be on the holder.  The holder may obtain insurance to cover the risk but will not be allowed to charge the cost to VA.  In the event VA rejects conveyance of the property, VA will surrender custody of the property as of the date specified in an appropriate notice to the holder.  VA's assumption of the risk of loss will terminate on such surrender.  However, any loss due to damage or injury occurring during the period when VA had custody will be borne by VA, even though title is later finally rejected.





	b.  Risk in Cases Other Than Under 38 CFR 36.4320.  When the acquisition of property by VA is not to be accomplished pursuant to 38 CFR 36.4320, the risk of loss will be determined by the facts in the particular case and the local law.  The provisions of the regulation will not be applicable unless made applicable by contract.  For example, when the holder of an FHA-insured first mortgage has agreed to bid on the property on behalf of VA at the foreclosure of that mortgage, VA, under its contract with the holder, may be obligated to accept the property notwithstanding any property damage occurring after the foreclosure sale.  On the other hand, when VA itself made the successful bid at the foreclosure of the mortgage and substantial damage occurred prior to delivery of the sheriff's deed or other appropriate instrument, VA, under the local law of certain jurisdictions, may be entitled to an adjustment in the bid price to reflect the diminished value of the property.  (See Op. G.C. 5-54 citing the Uniform Vendor and Purchaser Risk Act.)





4.05  HAZARD INSURANCE





	a.  General Rule on Cancellation.  Section 36.4320(H)(2) of 38 CFR requires that after the transfer of the property to VA has been closed, the holder will deliver to VA, properly endorsed, all hazard insurance policies in force which were obtained by the holder before it acquired the property.  Although it is the policy of VA to 
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be self-insurer with respect to hazards to property owned by [ ] VA, including property subject to redemption rights, any outstanding hazard insurance policies delivered to [ ] VA from the holder will be permitted to remain in effect until [title is acquired and absence of claimable damage is indicated by a property inspection report.  Hazard insurance policies in force after foreclosure of portfolio loans will be processed similarly.]





	b.  Remittance of Premium Refund.  In submitting endorsed hazard insurance policies for cancellation, the insurer will be requested to remit the short-rate value of the insurance coverage in a check payable to [ ] VA.  Any such remittance made payable in a manner as to require the endorsement of others in addition to that of [ ] VA will be returned to the drawer of the check for reissuance, together with an appropriate letter explaining [ ] VA's sole interest in the canceled policies.





	c.  Application of Premium Refund.  The returned premium received following the cancellation of hazard insurance policies at short-rate will be applied as follows:





	(1)  Credit the refund to the liability account up to the amount of any net indebtedness due the Government from the veteran or from any other person liable for the debt to the Government, irrespective of any provision in the loan security instrument governing the transfer of insurance policies in the event of foreclosure.





	(2)  Refund the entire amount of the returned premium (or any part in excess of the net indebtedness) to the veteran or other person legally entitled when there is no net indebtedness due the Government and when, under the terms of the loan security instrument and on the basis of all other applicable factors, the veteran or such other person would legally be entitled to the refund.





	(3)  Retain the insurance premium refund as miscellaneous income of VA:





	(a)  When the property is acquired as a result of a voluntary conveyance in lieu of foreclosure in which VA has agreed to release the obligor(s) of all further liability as a consideration of such conveyance; or





	(b)  When there is no net indebtedness due the Government and the loan security instrument provides that in the event of foreclosure all rights, title, and interest of the mortgagors (or grantors) in and to any insurance policies previously in force will pass to the purchaser or grantee.





	When the policies are allowed to remain in force under the provisions of subparagraph a above, any premium refund resulting from cancellation of the policies at time of sale of the property will be applied as provided in this subparagraph.
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	d.  Payment of Deferred Premiums.  If the premiums on policies in force at the time of transfer of the property to [ ] VA, or at time of acquisition under 38 U.S.C. 1820, have not been fully prepaid, [ ] VA will not pay any portion of such premiums even though cancellation of the policies by the insurance carrier for failure to pay any premiums or installments may result.  VA will not reimburse the holder for the cost of new insurance placed after the holder acquired the property.  This provision is applicable even though the holder insists on retaining custody of the property until [ ] VA has accepted the conveyance.  





	e.  Vacancy Permit Under Title 38 CFR 36.4320.  In all cases, the holder will be requested to immediately inform [ ] VA of any vacancy been turned over to [ ] VA by the holder.  When the property becomes vacant, a vacancy permit will be obtained from the insurance carrier if required to maintain the coverage in effect, provided it can be secured without any cost to [ ] VA.  Some insurers will issue a permit without additional premiums, particularly if the insured agrees to a reduction in the coverage.  If vacancy occurs before the property has been transferred to [ ] VA, the holder will be requested to obtain a permit if it can be obtained without extra premiums.





	f.  Unusual Cases.  If unusual circumstances in individual cases present problems that cannot be resolved under the provisions of this paragraph, the question, with full particulars, will be presented to Central Office for decision.





4.06  REPAIRS





	a.  Policy.  It is VA's policy generally to place acquired properties in such condition that they will compare favorably with competitive properties in the neighborhood, present an appearance reasonably conducive to a pride of ownership, and constitute adequate security for a long-term loan when the property is sold.  Repair jobs in excess of $2,500 generally will not be undertaken unless the need for the repairs has been established by a physical inspection of the property made by staff personnel or a VA Fee Compliance Inspector.  In the interest of economy of operations, field stations may forego the requirement for property inspections by staff personnel on contemplated repair programs not in excess of $2,500.  A staff field review will be undertaken on an adequate sampling of those properties with anticipated repair programs costing less than $2,500 to provide reasonable surveillance of management brokers.  Close supervision of management broker activities with respect to repair specifications and inspections is mandatory.  When a repair program of $500 and less than $1,000 is to be undertaken in respect to a specific property, which was not contemplated in the preparation of VA Form 26-6701, Property Analysis and Recommendations, the information contained on the form will be reviewed and a determination made as to the necessity for a new property analysis, or modification of the original, to reflect any adjustments and the revision of the minimum sales price and the listing price.  When the repair program is $1,000 or more, a new �
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property analysis will be prepared and acted upon, based on current inspection and appraisal information.





	b.  Initial Cleanup.  The scope of repairs and the selection of items of repair can best be determined after the property has been vacated and after a thorough cleanup of the grounds and buildings has been accomplished.  On vacant properties, the cleanup of the grounds and buildings will be initiated immediately upon receipt of custody by VA.  Appropriate steps will be taken to minimize the risk of loss by fire and other hazards, to prevent damage by the elements and to protect abandoned property against theft and vandalism.  When necessary, rubbish will be removed, the grass cut, police authorities notified, missing locks installed, windows boarded up and provisions made for winterizing the property, including draining the plumbing before freezing weather sets in.  Such initial custodial measures, together with regular and thorough maintenance, will accomplish much toward a reduction in the scope of repairs ultimately required.  During the foreclosure and any redemption period, the rights of the mortgagor to possession may limit the exercise of such early custodial activities.  Care should be exercised that management brokers having accomplished initial cleanup will not, as a routine matter, order subsequent periodic cleanups on a recurrent basis.  It may also be advisable in those instances when early repair and rehabilitation contracts are contemplated, to defer such initial cleanup and include it as part of the repair program.  The same controls should be applied to recurrent maintenance items such as grass cutting, lawn care, snow removal, etc.  Particular care should be exercised to eliminate hazards to the public by adequately protecting swimming pools, defective covers on cesspools or septic tanks and any other condition which could be instrumental in causing property damage or personal injury.





	[b.1  Inspections for Defective Paint Surfaces--Lead-Based Paint.  The use of lead-based paint is prohibited in the repair of all properties acquired by VA.  Each field station will enforce this prohibition by requiring that no contractor or subcontractor use, or permit the use of, lead-based paint in the repair or rehabilitation of properties acquired or in the process of acquisition.





	(1)  The following definitions with respect to lead-based paint will apply:





	(a)  "Lead-based paint" means any paint containing more than five-tenths of 1 percent lead by weight (calculated as lead metal) in the total non-volatile content of the paint or the equivalent measure of lead in the dried film of paint already applied or both; or with respect to paint which is manufactured after June 22, 1977, lead-based paint means any paint containing 
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more than six one-hundredths of one percent lead by weight (calculated as lead metal) in the total non-volatile content of the paint or the equivalent measure of lead in the dried film of paint already applied.





	(b)  "Applicable surface" means all intact and non intact interior and exterior painted surfaces of a residential structure.





	(c)  "Defective paint surface" means an applicable surface on which the paint is cracking, scaling, chipping, peeling, or loose.





	(2)  Requirements.  All applicable surfaces of residential properties constructed prior to 1978 and which are intended for residential habitation will be inspected to determine whether defective paint surfaces exist.  All defective paint surfaces (as defined in subpar. c above) will be assumed to be immediate hazards and will require treatment prior to residential occupancy of the property.  Properties which require substantial repairs prior to occupancy and are offered for sale as "investor specials" are not required to be treated since these properties will typically be repaired by the investor-purchaser prior to rental or resale.





	(3)  Treatment.  Treatment necessary to eliminate hazards of lead-based paint will consist of covering or removal of defective paint surfaces.  Covering may be accomplished by such means as adding a layer of wallboard to the wall surface.  Depending on the wall condition, wall coverings which are permanently attached may be used.  Covering or replacing trim surfaces is also permitted.  Paint removal may be accomplished by such methods as scraping, heat treatment (infrared or coil type heat guns) or chemicals.  However, machine sanding and use of propane or gasoline torches (open-flame methods) are not permitted.  Additionally, washing and repainting without thorough removal or covering does not constitute adequate treatment.  In the cases of defective paint spots, scraping and repainting the defective area is considered adequate treatment.  Since most local jurisdictions provide guidelines for lead paint treatment, who may provide such treatment, the conditions under which the treatment may be undertaken, and the disposal of waste materials, contact will be made with the appropriate local authorities to obtain a copy of the guidelines as well as a list of contractors in the area who are licensed to perform such work, if available.





	(4)  Repair contracts.  All VA Forms 26-6724 issued for the purpose of soliciting bids or authorizing repairs which include paint treatment will contain the following legend: "USE OF LEAD-BASED PAINT IS PROHIBITED."  Staff and fee personnel responsible for inspections of properties undergoing repair 
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will enforce this policy prohibiting the use of lead-based paint.  Any violations found will be brought to the attention of station management for appropriate action.  When the evidence presented so warrants, action may be taken to discontinue the services of the contractors and/or subcontractors directly responsible.  Additionally, the contractor/subcontractor will be required to reimburse VA for any expenses incurred by VA in removal of any lead-based paints applied by the contractor/subcontractor.





	c.  Limitations on Expenditures





	(1)  Repairs Prior to Title Acquisition - 38 CFR 36.4320 Cases.  Field stations should expedite property disposition activities to the maximum extent possible and legally permissible.  The interval from the date of receipt of a holder's election to convey to the date of title acquisition should be utilized, in appropriate cases, to make the property ready for sale at the earliest practicable date.  For this purpose, stations are authorized and encouraged to make repairs to a property during the period that VA has custody of the property, but prior to title acquisition, not in excess of $3,500.  Repairs in excess of $3,500 may not be made under this provision without the prior approval of Central Office.  It will not be necessary to obtain the holder's consent to make the repairs.  No repairs will be made by the holder when it has continued custody over the property, except emergency repairs totaling not in excess of $300, unless adequate notice has been given by the holder to VA.  Emergency repairs are defined as those requiring immediate action to preserve the property from serious damage or to correct a situation imminently dangerous to life or limb, and include the initial cleanup of the property in order to prevent the risk of damage by fire or vandalism.  





	(2)  Repair Program.  A repair program consists of all those repairs provided for in the current VA Form 26-6701, Property Analysis and Recommendations, (regardless of the number and different types of contracts), which are considered necessary for the purpose of preparing the property for sale or to meet the terms of an agreement of sale as provided in VA Form 26-6705a.  Subject to the limitations stated elsewhere in this paragraph, repairs, improvements, or purchases costing not in excess of $25,000 on any VA property in any one repair program may be authorized by the station Director, Loan Guaranty Officer or Assistant Loan Guaranty Officer.  The cost of repairs compensated for by a hazard insurance settlement will be deducted from the total repair cost in determining the applicability of the $25,000 limitation.  Charges or expenses exceeding $25,000 will not be incurred in any case without the prior approval of Central Office.  The Loan Guaranty folder will be submitted when making a request for such approval.  The accomplishment of a repair program will not create any limitation on or prohibit authorization of further repairs on the same property which may later be found to be necessary or desirable for the protection of VA's interests.





	(a)  Submissions to Central Office.  When submitting a case to Central Office for approval of a repair program costing in excess of $25,000, the submission will include the complete Property Management file containing the following:
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	1.  The itemized repair bids.





	2.  [VA Form 26-0595v], completed by the management broker and the staff.





	3.  VA Form 26-6701, which documents the decision to undertake the repair program.  The form should contain a reconciliation of significant variations in value and an indication that the cost of repairs is recoverable, or justification for making such repairs when the cost is not recoverable.





	(b)  Post-Sale Reporting of Repair Programs Over $25,000.  Immediately subsequent to the sale of a property on which a repair program in excess of $25,000 was carried out, Central Office (263) will be provided with the following information by telephone:





	1.  Listing date





	2.  Actual cost of repairs





	3.  Price obtained





	4.  Date of closing





	(c)  New Acquisitions.  In subdivisions where VA holds a substantial number of properties, and has a sizable number repaired and listed for sale or undergoing repairs, consideration should be given to listing new acquisitions on an "as is" basis for the time being, making only the repairs considered necessary to preserve the security.  A concentrated effort will be made to dispose of repaired units held for substantial periods.





	(3)  Authority of Management Broker.  The authority of the management broker to incur charges for repairs on behalf of VA is stated in paragraph 5.07d.





	(4)  Recurring Items.  Charges for water, gas, electricity, fuel, janitorial services, reasonable commissions to any management broker, and other recurring items (cleanup, grass cutting, etc.), will not be included in computing the cost of repairs except with respect to any items which are to be furnished by the contractor pursuant to his or her bid.





	(5)  Right to Reimbursement.  In those States having redemption rights the advice of the office of the District Counsel will be secured with respect to the legal right of VA to be reimbursed, in the event of redemption, for any expenditures made for repairs and other 
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purposes prior  to such redemption.  Such advice will also be secured in all regions with respect to expenditures by VA at any time during the foreclosure of portfolio loans.  In the event the right of reimbursement for expenditures made prior to acquisition of absolute title is not or cannot be safeguarded legally, repairs will be kept to a minimum and will normally be limited to repairs needed to prevent damage by vandalism and by the elements and to restore the property.  In appropriate cases, repairs prior to the acquisition of absolute title by VA will be made only through a receiver when the appointment of a receiver is legally necessary to safeguard VA's interests in connection with repair expenditures.  However, the facts of the particular case may warrant the assumption of a calculated risk, giving effect to the likelihood that the property will be acquired by VA and that redemption rights will not be exercised.





	d.  Scope of Repairs





	(1)  General.  The scope of repairs normally will include all items required to preserve the property and features which create purchaser interest.  Particular attention will be given to latent defects, structural defects and defects in heating and plumbing systems, including water supply and sewage disposal systems.





	(2)  Special Cases.  In areas or subdivisions where VA is heavily committed as guarantor, insurer, holder of portfolio loans, or as property owner, such facts will be taken into consideration in determining the nature and extent of repairs to be made to particular properties.  In such areas, it is desirable to make repairs designed to enhance the value of the property sufficiently to produce a sale at a price not lower than the average loan balance on similar properties.





	(3)  Deferred Repairs.  The initial repair program will normally be initiated as soon as possible after completion of the property analysis and as soon as absolute title is acquired (or title subject to redemption rights provided VA is assured of reimbursement in the event such rights are exercised.





	(4)  Demolition. [When demolition is contemplated, the following procedure will be observed:





	(a)  The Loan Guaranty Officer is authorized to approve demolition programs in those cases when it is determined that the improvements on a property have no net salvageable value and that demolition is therefore clearly in the best financial interest of VA.  Circumstances in which the appropriateness of demolition is usually considered include the occurrence of substantial damage to an uninsured property from vandalism or the issuance of a condemnation/demolition order by a local municipal authority because of substantial code violations.  All available options should be carefully evaluated prior to deciding to demolish, even when an enforceable condemnation order is involved.  The analysis should consider whether it is in VA's best financial 
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interest to demolish, to repair and sell the property "as repaired," or to sell it "as is" with notice to prospective purchasers of the code violations and the pending demolition order.  The analysis, appropriately documented in the file, must clearly demonstrate why the alternative chosen was in VA's best interest.  Mere conclusions, without supporting analysis, are not sufficient to authorize a demolition under this paragraph.





	(b)  When it is believed that a structure should be demolished, but the case does not fall within the criteria specified in the preceding paragraph, the matter should be referred to Central Office (263) for prior approval, setting forth the station's basis for recommending demolition.





	(c)  When the decision is made to demolish, stations will comply with the competitive bidding procedures of the FAR (Federal Acquisition Regulation) in awarding the contract.  In some cases, it may be in VA's best interest to contact local fire department officials to determine whether they would demolish the structure as a training exercise, at no cost or risk to VA.





	(d)  If applicable, stations should obtain written clearance from the local, State or national Historical Authority prior to demolishing a property in, or adjacent to, a legally designated historical district.





	(e)  Upon completion of the demolition, immediate steps should be taken to effect a tax reduction as stated in paragraph 4.12.





	(f)  Each case in which the authority to demolish is exercised by the Loan Guaranty Officer will be forwarded to Central Office (263) for review within 15 days after the property is subsequently sold.]





	(5)  Smoke Detection Devices.  VA will comply with all applicable provisions of local law regarding the installation of smoke detection devices incident to the sale of residential properties.  In areas having no applicable local law on this subject, each acquired property will have at least one operative automatic smoke detector in each living unit near the sleeping areas.  For two-story dwellings, one smoke detector in the upper hall at the head of the stairway is sufficient when the stairway is open and the lower sleeping area, if any, is adjacent to the open stairway.  If any properties are not already equipped with smoke detection devices at the time of acquisition by VA, stations will install the appropriate number of battery-powered devices which will be listed or approved by a nationally recognized testing laboratory.  These guidelines should also be used when installing the device in rental properties and properties leased with a purchase option.  In order to minimize the expense of any necessary installation of these devices, the installation should be made as part of the initial cleanup (par. 4.06b) or as part of the general repair contract, if general repairs are undertaken.  Smoke detection devices may be furnished to �
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purchasers at the time of sales closing, provided that this alternative to the installation specified above will comply with applicable provisions of local law.





	e.  VA Form 26-6724, Invitation, Bid, and/or Acceptance or Authorization.  This form will be used for the following purposes:





	(1)  Cost Estimate.  The form will be used to prepare an itemized outline of proposed repairs with the cost estimated for each item.  The person preparing the estimates will include his/her general comments and recommendations and affix his/her signature.  This copy (estimate copy) will be retained in the Loan Guaranty folder.  [VA Form 26-0595v] will be used to make the cost estimate when that form is used as provided in paragraph 2.23.





	(2)  Invitation, Bid, and Acceptance.  When competitive bids are secured, the following procedure will be observed:





	(a)  Preparation.  Only those items of repair which apply to the particular repair program as finally approved will be reproduced on VA Form 26-6724 (omitting the cost estimate).  Continuation pages which may be necessary in a particular case will be on plain paper and 
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appropriately identified.  Two copies will be sent to each contractor with instructions to complete, sign and return one copy.  In cases when the management broker is to obtain bids, he/she will be given an adequate supply of the form containing the specifications and be requested to inform VA which contractors had been invited to participate in the bidding.  One copy of the form will be retained in the Loan Guaranty folder, noting the names of all contractors to whom bids had been sent.  Invitations to bid will include instructions that all bids must be in sealed envelopes, appropriately identified, and submitted directly to VA office.  If mailed, the sealed bids should be forwarded in properly identified outer envelopes.  (See subpar. g.)





	(b)  Acceptance.  On the bid to be accepted, check the box "Accepted" and insert the date, amount, and authorization number.  The form will then be signed on behalf of VA.  The other bids will be marked "Rejected."  A record will be kept of all bids requested, tendered, amounts, and the names of the contractors present at the bid opening and maintained in accordance with RCS VB-1, part I, item No. 12-170.320.





	(c)  Distribution.  From this accepted bid, prepare four identical copies, all to be signed on behalf of VA.  The original and two copies will be sent to the successful bidder with instructions for submission of his/her bill upon completion of the job.  One copy is for the management broker, property management representative, or other person designated to supervise the work or installation of equipment.  Supervision will normally be exercised by the management broker.





	(d)  Filing.  The returned copies of the successful and rejected bids will be filed, in accordance with RCS VB-1, part I, item No. 12-170.320, with a notation on the accepted bid as to the date when the contract was forwarded to the contractor.





	(3)  Authorization (or Work Order).  This form is also designed as a work order in those situations when it is determined that competitive bids need not be obtained for each specific repair program not in excess of $1,000.  In such instances, regional offices will have predetermined pricing components on the basis of previously secured bids on a bulk basis.  (See par. 4.06a and 4.06f.)  Provided the aggregate cost of the repair program does not exceed $1,000 stations are authorized to initiate work orders for repair programs or, when feasible, may authorize management brokers to perform this function.  The use of VA Form 26-6724 is mandatory in all instances.  When the form is used as a work order, the following procedure will be followed:





	(a)  Preparation.  Prepare an original and four copies.  Only those items of repair which apply to the case will be shown.  The original and all copies will be checked in the "Authorized" box, dated, will show the amount authorized, and be signed on behalf of VA (see par. 8.02).
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	(b)  Distribution.  Retain one copy for filing.  Send the original and two copies to the contractor, or to the broker for delivery to the contractor, with instructions to the contractor for submission of the bill.  Send one copy to the management broker for filing and reference in supervising the work or installation of equipment; or, if the property has not been assigned to a management broker, this copy will be for the use of the property management representative supervising the job.  In cases when the form is prepared by the management broker, he/she will send one copy to VA promptly after preparation.  It will be maintained in accordance with RCS VB-1, part 1, item No. 12-170.320.  





	(4)  As a Supporting Document to [VA Form 26-0595v].  When repairs are authorized or bids requested as a result of a property inspection report made on [VA Form 26�0595v], the file copy of VA Form 26�6724 will be noted to cross-reference the particular [VA Form 26-0595v] which formed the basis for the authorization or bids.  





	(5)  Confirmation of Emergency Repairs.  In emergency cases in which it is not practicable to delay the repairs pending preparation of the work order, the contractor will be advised informally to proceed with the work at the price agreed upon.  Promptly thereafter, VA Form 26-6724 will be processed as a work order in the manner provided above.  In such cases, the following legend will be annotated on the form:  "This authorization is in confirmation of the informal authorization previously issued."





	(6)  Contractor's Invoice.  Payment may be processed without a separate commercial invoice on proper completion of this section by the contractor.  (See par. 7.10a.)  The copy used as the invoice (preferably the original) will contain original entries made by the contractor and signed by the same person who signed the proposal.  When the payment is to be made directly to the contractor by VA, two copies of the completed form must be submitted to VA.  After approval for payment, one copy will be forwarded to the Finance activity and the other filed in the particular Loan Guaranty folder.





	(7)  Statement of Management Broker.  This section will be completed by the management broker as part of the processing of invoices.  When the management broker pays the invoice (within the $300 limitation) he/she will complete items 24B and 24C and attach VA Form 26-6724 as a supporting document to the consolidated invoice.  In all other cases, the management broker will check that the invoice is to be paid directly to the person who performed the services and forward to VA as prescribed in paragraph 8.03a.





	(8)  Approval of Payment.  This section will be used to approve the invoice for payment in those cases when payment is to be made directly to the person who performed the service.  Item 25 will be dated and initialed to indicate that the authorization control record has been noted as required by paragraph 8.03d(l).  The signature of 
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the Loan Guaranty Officer or designee in item 26 will indicate approval of the voucher in accordance with paragraph 7.03.  This section will not be used when the payment is being processed on a consolidated invoice.  





	(9)  Conditions and Provisions.  The "Conditions or Provisions" on the reverse form are incorporated as part of the bid and/or authorization procedures as the particular provision may apply.  Space is provided for "Additional Conditions or Provisions" which may be appropriate in particular cases; i.e., a requirement that the bids be itemized, provisions relating to bulk bids or component bids, etc.





	f.  Repair Specifications





	(1)  Preparation and Scope.  Repair specifications and bids will be prepared on VA Form 26-6724.  The services of qualified management brokers will be utilized in the preparation of specifications, in the selection of contractors who are to be invited to submit bids, and in the supervision of the work.  Particular care will be exercised in the preparation of specifications for technical or structural work, such as repairs to the plumbing, heating, and electrical systems, reroofing, termite treatment, waterproofing and foundation repairs, drainage and sewage disposal.  In such cases, the advisability of requesting separate bids for the specialized work, and separate bids for the general decorative and simple repair work, will be considered.  Necessary permits must be obtained.  Individual specification items under the major headings will clearly and adequately indicate the extent and nature of the work and material.  The use of vague terms, as well as unnecessary technicalities, will be avoided.  When the property is vacant, the specifications will require the contractor to furnish the heat, light, power, water, and other services needed to complete the job.  Provision will generally be made for a sum of from 10 to 20 percent for contingencies (as the type or conditions of work dictate) in all estimates and requests for authorization for repair expenditures.  If trade names are used in specifications, the words "or equal, and in the same price range, general specifications and type" will be added.  Special guarantees or warranties that result in excessive prices will not be specified.





	(a)  Where VA has acquired a number of similar type properties in tracts or projects, typical specifications for repair programs should generally be based on the following categories:





	1.  Minimum specifications for rental purposes





	2.  Average specifications for sales purposes





	3.  Above average specifications for desirable properties or when extensive vandalism has occurred





	(b)  When it is deemed necessary to supply items of equipment such as ranges, refrigerators, etc., stations should coordinate with the 
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local VA Supply Service for information as to Government supply sources.  It is recognized that stocks of such items may not be obtained readily through Government supply sources.  Therefore, it may be determined that it is in the Government's best interest to enter into contractual arrangements with local distributors based on anticipated requirements.  It is expected that advantageous prices available to other purchasers on a bulk basis will also be available to VA.





	(2)  Tests.  When substantial repairs are to be made, even though such repairs may be decorative only, reasonable efforts will be made to ascertain that the plumbing, heating and electrical systems are in proper order, and that there are no serious construction defects, such as a serious termite condition.  In some cases, it will be necessary for a test to be made by a qualified plumber, electrician, or exterminator.  The adequacy of any private water supply or sewage disposal system will also be checked.  Frequently, an examination and report by an engineer, plumber, or electrician will be necessary to insure clear and detailed repair specifications for specialized work mentioned above.  Such reports will permit the entire scope of the repair program to be included in the original specifications, thus obtaining the benefits of competitive bidding instead of compelling VA to deal exclusively with the contractor who was the successful bidder on other parts of the repair program.  





	(3)  MPR (Minimum Property Requirements).  In preparing the specifications for a repair job, the MPR will be used as a guide and generally followed to the extent practicable.  However, repair work need not conform to the MPR in cases when, because of the minor scope of the repairs, the relatively small value of the property, its poor salability, or for other reasons, adherence is not warranted or practicable.  The quality of work to be specified will be consistent with the type and value of the property.





	(4)  Use of Lead-Based Paint Prohibited.  The use of lead-based paint on applicable surfaces is prohibited in respect to repair of all properties acquired by VA.  Each field station will so enforce such prohibition that no contractor or subcontractor will use or permit the use of lead-based paint in the repair or rehabilitation of properties acquired or in the process of acquisition.  [All VA Forms 26-6724 issued for the purpose of soliciting bids and/or authorizing repairs which include paint treatment will contain the following legend:  "USE OF LEAD-BASED PAINT IS PROHIBITED."  (See par. 4.06.)]





	g.  Competitive Bids.  Specifications will be prepared in sufficient detail to permit obtaining competitive bids on an identical basis.  On the [file] copy of the specifications, estimated costs will be set out for each individual item of repair or, as a minimum, for each category of trade classifications.  These estimated costs will not be [disclosed to potential bidders].  Bidders are not required to 
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break down the total amount bid by items or categories unless specifically requested.  [  ]





	[(1)  Contracts Not Exceeding $1,000.  Supplies and services not in excess of $1,000 may be purchased without securing competitive quotations if the contracting officer considers the price to be reasonable.  However, these purchases will be distributed equitably among qualified contractors who have expressed an interest in providing supplies and/or services to VA.





	(2)  Contracts Between $1,000 and $2,500.  For purchases over $1,000, quotations must be solicited from a reasonable number of qualified sources in order to assure maximum practical competition.  Solicitation of at least three sources is generally sufficient to assure maximum practical competition.  However, if the nature of the item or service being purchased makes it highly competitive and readily available, solicitation should not be limited to three sources.  Solicitations may be obtained orally except that written solicitations should be used when a large number of line items is included in a single proposed acquisition, when it is not considered economical or practical to obtain oral quotations, or when special specifications are involved.  When bids are obtained through telephone solicitation, a record will be kept showing the names of the contractors contacted along with the prices, terms, and other conditions quoted by each.





	(3)  Contracts in Excess of $2,500.  When repairs or purchases are to be made at a cost exceeding $2,500, competitive bids will be obtained using sealed bidding procedures when such action is feasible and the contract will be awarded to the lowest acceptable bidder.  Under this procedure, all competitive bids must be submitted directly to VA in sealed envelopes.  When the contractor submits his/her sealed bid, it should be enclosed in an outer envelope addressed to the proper VA office with the legend:]





	NOT TO BE OPENED BY MAIL ROOM





	PROPERTY MANAGEMENT REPAIR BID





The enclosed envelope containing the sealed bid should be appropriately identified with the following suggested legend:





	NOT TO BE OPENED BY MAIL ROOM





	PROPERTY MANAGEMENT REPAIR BID





	PM Number:


	Property Address:
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Submitted by         _____________________________________


					Contractor


Bid Opening          _______________           _____________


				     Date                                Time





When bids are solicited, the contractors will be informed of the date and time specified for the opening of bids at VA office and will be invited to attend if they wish.  Competitive bids may be waived because of the urgency of the situation or if, after diligent efforts, it has not been possible to find contractors willing to submit bids.





	[(4)]  Qualification of Bidders.  On repair jobs estimated to cost over $1,000, bidders will be qualified, at least informally, so that bids are not solicited or accepted from unacceptable bidders.  Qualification standards will be set higher than those required on smaller jobs.  A list of qualified contractors will be compiled by VA based on reputation and ability and the recommendations of the management broker and others.  Any bidders known to be submitting an accommodation bid designed to assist another bidder in obtaining a contract will be excluded from future participation in the repair program, and all information pertaining to such improper practices will be referred to the office of the District Counsel for such action as may be appropriate.





	[(5)]  Award of Contract.  The determination as to the interval between circularizing the invitation to bid and the date of bid opening and award of the contract is ordinarily based on the extent of competition invited, the urgency of the situation, and the time factors involved in the submission of bids by the contractors.  Sealed bids may be submitted at any time for receipt prior to the formal bid opening, and may be submitted in person.  VA offices should record all bids requested, tendered, amounts, and the names of contractors present at the bid opening.  Absolute fairness is essential, bids will be opened at the time specified, and bids received after that time should not be considered in competition.  It should be made clear that there is no obligation on the part of [ ] VA to award the contract to the lowest bidder.  Award of the contract should be made to the responsible bidder whose bid, conforming to the invitation for bids, is most advantageous to the Government, price and other factors considered.  The award, if made to other than the lowest bidder, must be justified.  Prior to award, the bids will be reviewed by a staff technician to determine that the prices are reasonable in relation to [ ] VA cost estimate.  If in a particular case the bid prices are determined not to be reasonable in relation to the cost estimate, or for other reasons, VA may refuse to award the contract on the basis of bids received and may solicit revised or additional bids.





	[(6)]  Acceptability of Bidders.  Although it is necessary that an adequate panel of bidders be available at all times, bids will not be solicited from contractors who previously have been determined to be unacceptable, either by reason of inadequate performance, failure to 
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meet timeliness standards, or for other reasons deemed appropriate.  In this regard, it is contemplated that management brokers performing management services for �[ ] VA could not be considered as acceptable bidders on repair contracts because of their close association on a fee basis with [ ] VA.  This restriction would apply equally to any contracting firms in which the management broker has an interest and in which it could be presumed his/her activities as a contractor submitting bids in competition with other contractors would not be impartial.  This does not preclude the performance of work by management brokers of a routine recurring maintenance category or minor repairs by personnel employed directly on the payroll of the management broker as general "handymen."  However, it must be demonstrated that fees for such services are competitive and not in excess of the prevailing fees in the area.





	h.  Bulk Bidding and Contracting.  Where there are concentrations of acquired properties or where prospective acquisitions are expected to result in such concentrations, field stations will enter into contracts for the procurement of materials, equipment, and services needed and to be needed in the repair and maintenance of the properties.  For this purpose, field stations will advertise for bids on a bulk basis for such materials, equipment and services for each fiscal year.  The invitations to bid will indicate, and the contracts will provide, that no warranty is expressed or implied as to quantities, but all requirements for the particular materials, equipment or services needed in the repair or management of acquired properties will be procured using such invitation.  Each invitation to bid and contract must specify the geographical area where the concentrations of properties are or will be located.  For this purpose, the geographical area may be established as a tract or subdivision, a town or city, a county, or any other area consistent with the concentration of properties and the facility with which vendors can supply materials, equipment and services on the most economical terms and prices afforded through bulk contracting.  Field stations, however, will be expected to establish appropriate thresholds in terms of anticipated needs for materials, equipment and services in order to identify the circumstances under which bulk contracting is justified.  For example, bulk contracts appear to be justifiable for recurring services when the level of concentration in an area equals or exceeds 10 properties; i.e., lawn care, winterizing, and initial cleanups.  On the other hand, for work that is to be performed on an "as needed" basis to restore properties to proper condition, the threshold may properly be established at a higher level, such as a concentration of 50 properties; i.e., floor sanding and finishing, exterior and interior painting, procurement and installation of new refrigerators, ranges, carpeting, hot water tanks, storm doors and windows, or insulation.  In all bulk contracts, field stations will instruct management brokers to obtain all materials, equipment and services covered from the contract sources.





	i.  Inspection.  Final inspection will be made in all cases upon completion of the repair work.  In addition, such intermediate or 
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progress.  Inspections will be made on extensive or technical jobs as are required to give assurance that the work is being completed in accordance with the contract.





	(1)  Repairs of $1,000 or Less.  On repairs costing $1,000 or less, inspection will normally be made by the management broker.  If the property has not been listed with a management broker or if it has been determined that the nature of the repairs requires supervision by a technician, the inspection will be made by a qualified fee or staff inspector.





	(2)  Repairs Over $1,000.  On repair jobs costing over $1,000, the inspection upon completion of the work and any intermediate inspections required while work is in progress will normally be made by a qualified fee or staff inspector but may be made by the management broker if he or she is qualified to supervise major jobs.





	(3)  Inspection Report.  VA Form 26-6724 will be completed in the appropriate space to certify that the services have been satisfactorily completed when that form is used to authorize the services.  The certification will be on the original or identical copy of [ ] VA Form 26-6724.  No form is prescribed for intermediate or progress inspections; however, VA Form 26-6724 may be used for such purposes by making appropriate notation on the identical copy.





	(4)  Staff Field Review.  In order to provide appropriate staff supervision over inspections by management brokers, staff field 
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reviews will be made of completed repair programs which have been certified by management brokers as satisfactorily completed, as follows:





	(a)  Twenty percent of completed repair programs costing more than $1,000 but not more than [$6,000]; and 





	(b)  All completed repair programs costing more than [$6,000].  Selection of cases for review in subparagraph (a) above is to be made in a manner which will provide representative coverage of the station's property management brokers.  





	j.  Lien Waivers.  On contracts of $1,000 or more, the contractor will be required to sign a formal release in full or a lien waiver, in proper legal form.  In such cases, an executed waiver or release will accompany the contractor's invoice; if not submitted with the contractor's invoice, the lien waiver or release will be executed before the check in payment is delivered to the contractor.  Local requirements resulting in complex lien waiver procedures will be submitted to Central Office for consideration and approval before being adopted for use.  When there is reason to believe that a contractor has obligated himself/herself to a subcontractor or material man in excess of $1,000 on a subcontract or a contract for material, the contractor will be required to disclose that fact to VA, and any such subcontractor or material man will be required to join in the release or to execute a separate release or waiver.  Such release will not be required if the amount does not exceed $1,000.  If it becomes necessary to make partial payments prior to the final completion of a contract in excess of $1,000, a form of release or lien waiver, acceptable to the office of the [Regional] Counsel, will be used.  Stipulation in the repair contract for partial payments by VA normally will not be necessary, and is not to be encouraged.  





	(1)  Release in Full.  Below is a suggested form of lien waiver, including acknowledgment, which may be appropriate for use in a majority of regional offices.  Standardization of a form is precluded because of variances in local laws and practices.  When amended to the extent required in the particular region, the waiver may be reproduced and used without prior submission to Central Office.  





RELEASE IN FULL





STATE OF     ______________________


COUNTY OF ______________________





	WHEREAS, on or about the_______ day of _________, 19____, the  undersigned __________ and  ______________, the [Secretary] of Veterans' Affairs, entered into a contract for repairs and necessary labor and materials to be furnished with respect to that certain house and real property described as follows:


_________________________________________________________________


_________________________________________________________________


_________________________________________________________________
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and WHEREAS said contract has been performed, labor done, and materials furnished:





	NOW, THEREFORE, in order to induce the [Secretary] to make payment of the sum of $ _______________ and for other good and valuable considerations, I, __________________, have released, and do by these presents release, all claims and demands growing out of the contract herein mentioned, together with all liens, statutory or otherwise, which may have attached to the described property as a result of contract or operation of law heretofore existing, and I agree to hold the [Secretary] harmless in respect to any claims for materials used or labor furnished in the performance of said contract.


							_____________________________





STATE OF  ___________________)


COUNTY OF  _________________)





	Before me, _________________________, on this day personally appeared ____________________, known to me (or provided to me on the oath of______________________, credible witness) to be the person whose name is subscribed to the foregoing instrument and acknowledged to me that he/she executed same for the purpose and consideration therein expressed.





	Given under my hand and seal of office, this the ______ day of ______________,  19___.





								______________________________


								        Notary Public in and for


								_________________County





	(2)  Stipulations Against Liens.  In certain cases, the specifications will extend beyond a mere description of the scope of the labor and materials to be furnished by the contractor.  In repair jobs estimated to cost over $1,000, or in any case when there is uncertainty with respect to the financial responsibility of the contractor, and other more responsible contractors are not available, it will often be advisable to take extra measures to guard against liens by subcontractors or laborers of the contractors.  This risk can be minimized by including in the specifications such additional requirements as are available under local law; for example, the owner and the contractor may execute and file a stipulation prior to the awarding of contract in the following form:





STIPULATIONS AGAINST LIENS





								    In the Court of Common Pleas, County of 


___________________________			_____________________________


               (Owner)                         			             (City)          ,   State  �___________________________	 


               (Contractor)		                           Number ________, _______ Term, 19___
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WHEREAS, _________________________________________________________________


of _______________________________________________________________


is about to execute contemporaneously herewith, a contract with ___________________of (City,    State,  for the ___________________________of a_____________ story_____________building upon a lot of land situate ___________________________________________________________________


___________________________________________________________________





	NOW, _____________, 19___, at the time of and immediately before the execution of the principal contract, and before any authority has been given by the said ____________ to the said ______________to commence work on the said building, or purchase materials for the same in consideration of the making of the said contract with _________________and the further consideration of one (1) dollar, to ________ paid by , _______________ it is agreed that no lien shall be filed against the building by the contractor, or any subcontractor, nor by any of the material men or workmen or any other person for any labor, or material purchased, or extra labor or materials purchased for the repair of said building, the right to file such liens being expressly waived.





	WITNESS, our hand and seal the day and year aforesaid.





SIGNED, SEALED AND DELIVERED


in the presence of				________________________ SEAL


______________________			________________________ SEAL


______________________			________________________ SEAL





	k.  Acquisition of New Building Site.  In exceptional cases, VA will be warranted in acquiring a new site and removing the dwelling and other improvements located on acquired property.  Such a move will not be undertaken until VA has acquired absolute title.  The necessity for such a move must be clearly established after a thorough consideration of all factors involved, including the effect of such move on other owners of property in the area securing loans in which VA is financially interested.  All proposed purchases of a new site will be submitted to Central Office for consideration and approval before any commitments are made in connection with the proposed transaction.





	1.  Repair Contract Payment Checks Drawn in Advance.  For the purpose of expediting final payment for repairs and, when appropriate, for making payments in installments as work is completed under repair contracts, checks in payment for repairs on VA-acquired properties under contract on VA Form 26-6724 may be drawn in advance of the completion of the repairs.  Stage or installment payments may be made only on contracts exceeding $1,000 and in not more than three approximately equal increments.  The determination to make stage payments will be made only at the request of the repair contractor.  Before arrangements can be made for stage payments under a contract, appropriate modification of item 6 of the "Conditions or Provisions" printed on the reverse of the VA Form 26-6724 will be required.





													4-21


M26-5									January 26, 1988





	(1)  Voucher Preparation.  Preparation of the voucher or vouchers for drawing checks in advance should be accomplished early enough to insure that the check will be in the hands of the agent cashier when payment is due.  Use of SF 1034, Public Voucher for Purchases and Services Other Than Personal, is mandatory in this procedure.





	(2)  Voucher Certification.  The voucher certification required for issuance of the check in advance is as follows:  "Issuance of a check in advance of completion of contract work c/o agent cashier is authorized.  Upon satisfactory completion of the work under contract, the invoice/receiving report will be made a part of this voucher.





____________________________                   	_________________


			Title							Date





	(3)  Release of Checks Drawn in Advance.  Such checks will not be released by the agent cashier except on receipt of a properly completed invoice for the amount of the check and bearing the following legend:





	"Contract work has been completed; payee is entitled; check may be released to him/her.





______________________________		___________________"


                      Signature					Date





This certification will be completed by Loan Guaranty only if evidence has been received that the work for which payment is being made has been satisfactorily completed and such lien waivers, as may be required, have been received.  Evidence of completion will be an inspection report by either the management broker, VA staff personnel, or an assigned fee compliance inspector (see-par. 4.06i).  For the purpose of clearing the temporary account against which a check was drawn in advance, a copy of VA Form 26-6724 must accompany the invoice for final payment under the contract.  





	(4)  Cancellation of Checks Drawn in Advance.  When a check has been drawn in advance and the work will not be completed by the contractor, the Loan Guaranty activity will inform the Fiscal activity by memorandum and request cancellation of the check.





4.07  RENTAL





	a.  General Policy.  Since sales can be made more readily if a property is held available for occupancy by a purchaser, and in view of the difficulty of securing possession, particularly in areas affected by Federal or local rent controls, one-family residences and one unit in multiunit residential properties will normally be held vacant for sale.  Rental is warranted when the property, if left vacant, is subjected to excessive risk of damage by vandalism or other hazards, or if there is little likelihood of an early sale.  The rental of residential property will generally be undertaken in subdivisions or tracts where VA owns a substantial number of 
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residences with minimum sales prices set above the current market value in an effort to protect loan balances, or when there is no Purchaser interest at acceptable prices.  On the other hand, farm and business property will generally be offered for rent unless sold within a short time after acquisition by the VA.  All participants in the program are encouraged to secure tenants for those properties which the VA has decided to place on the rental market.





	(1)  Leasing VA-Acquired Properties to Department of Defense (Military Personnel).  It is the policy of-the VA to make available to the Department of Defense certain VA-acquired properties when such arrangements will. not impair the effectiveness of the VA sales program.





	(a)  Each station will determine the number and location of properties which it deems advisable to include in this leasing program.  Every possible assistance will be given to the military regarding the leasing of available properties.  Primarily, the criteria for determining the availability of properties will be based on current levels of VA sales and the reasonable expectancy of salability within the ensuing 12-month period.  When there is reason to doubt that a property can be sold within a 12-month period of ownership, the question should be resolved in favor of rental to military personnel.





	(b)  Local commands will be urged to examine the VA inventory of properties available for rental to determine suitability as to size, location and rent levels as related to military needs and for use of the leased units as "public quarters."  The VA will provide ranges, refrigerators, all utilities (including heat and hot water) and maintenance.  Appropriate charge for these services will be added to shelter rent.  The occupant of "public quarters" is responsible for the care of the immediate grounds to the extent of cutting, trimming, and watering the lawn.  Grounds maintenance by VA will include only what VA may determine is advisable, and will be limited to providing landscaping, pruning, seeding, sodding, fertilizing, insecticide spraying of lawn and shrubbery, etc.





	(c)  A separate lease agreement for each unit will be executed by the VA and by the authorized representative of the military service when the lease is negotiated directly between the VA and the Department of Defense local command.  In lieu of lease agreements with the military service, leases may be executed with individual military personnel referred to VA by base commanders and housing officers.  In rentals to these individuals, VA Form 26-6725, Offer to Rent on Month-to-Month Basis and Credit Statement, should be utilized with a modification to reflect a leasing term longer than month-to-month in order that the tenant may be assured uninterrupted occupancy for a reasonable period.





	(d)  The initial term of the lease will run from a mutually satisfactory commencement date to the end of the fiscal year, with provisions for two successive renewals.  The commencement date in each 
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lease between the VA and the Department of Defense will be the same for all selected properties or units and will coincide with the date upon which the properties are made available for use by the military, even though occupants may be assigned by the local command at a later date or not at all.  Questions concerning the form and legal sufficiency of leases or rental agreement will be referred to the office of the District Counsel.  





	(e)  The Department of Defense is restricted to payment of rental allowance not in excess of its currently established rental ceiling per month per family unit, including utilities, maintenance, and operation.  The rental rate established for the properties determined as available for rental to the military will be set at comparable rentals for similar living accommodations in the area, plus the monthly charge covering utilities, decorating, and maintenance to be provided by the lessor.





	(f)  Liaison with military base commanders and housing officers will be maintained to assure that they have current familiarity with the inventory of VA-acquired properties which are being made available for rental to military personnel.  Such liaison, whenever possible, should also encompass information about the personnel strength and changes in such strength at the base concerned, in order that determination can be made as to the continuing availability of properties for rent to military personnel.





	(2)  Availability of Properties--Disasters.  In accordance with the Memorandum of Understanding between the VA and FEMA (Federal Emergency Management Agency) concerning temporary housing for disaster victims (see appendix B), VA-acquired properties will be made available to FEMA in federally-declared disasters and emergencies.  It is expected that the FEMA Regional Director will, within a reasonable time after declaration of a disaster, identify the FCO (Federal Coordinating Officer) who will act as liaison representative between FEMA and other agencies when direct communication is not available.





	(a)  Reporting of Availability or Nonavailability.  In implementing the procedure set forth in appendix B, the station Director, or designee, will report the availability or nonavailability of properties and other information pertaining to the disaster to Central Office (263) by teletype.  Rosters identifying all available properties by address and listing the number of units, number of rooms, size, and any other pertinent information will be furnished to the appropriate FEMA Regional Director.  In the event a disaster is not declared a major disaster and local officials request the use of VA housing for victims of such a disaster, the station will promptly furnish Central Office the same data described above.





	(b)  Reimbursement Vouchers.  Vouchers will be submitted quarterly on SF 1081, Voucher and Schedule of Withdrawals and Credits.  They will be prepared (original and three copies) in accordance with MP-4, Part V, paragraph 2c.04a.  One copy will be retained at the station until a copy is received evidencing deposit, at which time it may be
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disposed of in accordance with VA disposal bulletins.  The original and remaining two copies will be forwarded for processing to the appropriate FEMA regional office.  A roster of the properties occupied, will be furnished by the VA regional office showing the date of initial occupancy, the names of occupants and an itemized summary of the "out-of-pocket" expenses incurred by VA on each occupied property.  For audit purposes, appropriate documentation must be maintained in VA files for all "out-of-pocket" expenses claimed.  The disaster relief contract number will be taken from the FEMA letter requesting the use of VA properties.  In the event FEMA declines to repair or to reimburse VA for repair of major damage caused by a FEMA tenant, the case files, together with a full recital of the facts, will be referred to Central Office (263) for review.





	b.  Rental by Holder.  Under 38 CFR 36.4320(H)(3), the holder is not permitted to rent the property to a new tenant or to extend an existing tenancy on other than a month-to-month basis unless the prior approval of the VA is obtained.  Such approval normally will not be given since action might prejudice the rights of the VA in obtaining possession, thus impairing the salability of the property, but will be given when rental is consistent with the policy stated above.  The foregoing rental restriction will rarely be applicable as the holder generally will not have legal possession before the property is acquired and, if the holder intends to convey the property to the VA, custody will normally be turned over to the VA promptly after the foreclosure sale or other acquisition.





	c.  Rental to Former Owner.  When appropriate in voluntary deed cases, the VA will permit, or authorize the holder to permit, the borrower to continue in possession after such conveyance on a month-to-month basis or for a limited period of time at a nominal or reduced rental.  Occupancy of the property by the former owner for a prolonged period will generally not be in the best interests of the VA and should be avoided.





	d.  Rental During Redemption Period.  In certain States, the former owner has the legal right to occupy the property rent free until the redemption period has expired.  In other States, rental income prior to and during the redemption period can be secured by the holder of the mortgage by entering on the premises as mortgagee in possession, or by exercising other available legal rights.  In some States (depending on homestead declarations, abandonment of the property, or other factors), the right to rental income vests in the holder of the master certificate of sale.  Any determination as to the rental of property by the VA prior to acquisition of absolute title will be made in accordance with the laws of the jurisdiction.





	e.  Rental by Receiver.  The mortgagee or successful bidder at foreclosure sale may, under the laws of some States,, have the right to a court order appointing a receiver to prevent waste and to rent the property.  Receiverships often fail to produce a net rental income and impose liability for the payment of expenses beyond income, including the fees of the receiver and of his/her attorney.  Applications for
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the appointment of a receiver will, therefore, be made by the VA only after careful consideration of the anticipated advantages and disadvantages.  Generally, a receiver may not enter into rental agreements for a term extending beyond the period of the receivership.  In appropriate cases VA, simultaneously with the rental agreement by the receiver, will agree with the tenant for a continuance of the lease, effective upon the expiration of the receivership.  Such agreement will be made expressly subject to the acquisition of title by the VA, or subject to the acquisition of absolute title.  VA will not seek the appointment of VA employees as receiver, since the duties of such receiver as an officer of the court might be in conflict with his/her duties as an employee of the VA.  In all receiverships, the final accounting of the receiver, and any intermediate accounting, will be examined and, in appropriate cases, objections filed by VA to excessive or improper expenditures.





	f.  Authority To Rent.  It will be determined locally whether a unit will be held vacant for sale or offered for rent.  Such determination will include the rental rate, services (such as water or heat) to be furnished by the VA as landlord, and the term of any tenancy, provided it does not exceed 1 year.  While the management broker will be requested to recommend the rental rate to be established, the decision will, in all cases, be made by VA.  When a determination has been made that specific properties will be placed on the rental market, the listings will reflect this determination and will be distributed to all participants promptly.





	g.  Term of Tenancy.  Normally, rental agreements will provide for a cash rental payable monthly in advance.  Residential units will usually be rented on a month-to-month basis.  Exceptions will be made when this is in the best interests of the VA; for example, in multiunit properties, in resort areas, or where the property has a fluctuating seasonal rental value.  The tenant will be required to permit the property to be shown to prospective purchasers.  Leases of single-family residences will reserve the right of termination by the VA on 30 days' notice in the event of sale, subject to any applicable regulatory statutes or regulations.  The terms under which a farm property is to be rented will be those customary and prevailing in the area, and rental will be based on the estimated gross yield or share crop yield expected from an average operator.  Normally, any farm lease on a cash rental basis or on a share crop basis will be for a specific period of time, based on the crop season.  The rental of business property will be governed by the logical use of adaptability of the property.





	h.  Options To Purchase.  Leases containing options to purchase will be negotiated and processed in the manner provided in paragraph 3.16.





	i.  Written Rental Agreements.  Rental agreements between the VA and its tenants will be in writing, signed by the tenant and by any other person to be obligated under the agreement and on behalf of the VA. Any proposals for the rental on a weekly basis will be submitted 
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to Central Office, accompanied by fully supported recommendations and the form of proposed rental agreement approved by the office of the District Counsel.





	j.  VA Form 26-6725.  VA Form 26-6725 will be used, when appropriate, to evidence month-to-month rental agreements entered into between the VA and its tenants.  The form consists of three parts: Offer to rent; receipt of a deposit from the prospective tenant; and acceptance of the offer on behalf of the VA, when the offer becomes a valid rental agreement.





	(1)  Preparation.  The form will be completed in accordance with the following instructions:





	(a)  Show the case number and the address of the property.  When less than the entire property is to be rented, describe the particular unit, such as first floor, rear, or second floor.





	(b)  If the property is to be occupied by the tenant for nonresidential use, delete the words "strictly as a private residence for myself and members of my immediate family" and insert the intended use, such as "a commercial garage."





	(c)  Insert the date of commencement of the term, the monthly rental rate, and the person to whom the rent is to be paid, which normally is the management broker.  If there is no management broker, insert "[Department of Veterans Affairs]" and the VA regional office address.





	(d)  If VA is to furnish no utilities to the tenant, the second paragraph is to be completed by inserting "No exceptions."  Otherwise, specify such utilities; for example, water, heat, electricity, cooking gas.





	(e)  The receipt portion of the form will be completed by inserting the amount of the deposit and having it signed on behalf of the VA.  A copy of the form will be given to the prospective tenant with [EPA Pamphlet 747-K-94-001, Protect Your Family From Lead in Your Home].  If subsequent investigation reveals that the prospect will be a satisfactory tenant, the offer to rent will be accepted on behalf of the VA by having all copies, including the copy previously given to the tenant, signed on behalf of the VA at the bottom of the form.





	(f)  An original and two copies of the form will be prepared, all to be signed by the prospective tenant and to be signed on behalf of the VA to evidence receipt of the deposit and, in proper cases, to evidence acceptance of the offer.  A designated VA employee of the Loan Guaranty Division will be authorized to sign the form.  Such authority is not limited to the employees designated in 38 CFR 36.4342 and 36.4520.  The management broker will normally sign the form on behalf of the VA if he/she has been so authorized, but such authorization will not extend to long-term leases, including leases to Department of Defense military personnel.
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	(2)  Disposition of the-Form.  Upon completion of the form, the original will be filed in accordance with RCS VB-1, part 1, item No. 12-170.320, and copies will be retained by the tenant and the management broker.





	k.  Other Forms of Rental Agreement.  When the use of VA Form 26-6725 is not appropriate and another form of rental agreement is to be used, it will conform, as far as practicable, to the provisions applicable to VA Form 26-6725, including the provisions relating to the preparation, execution, and disposition of the rental agreement.





	1.  Selection of Tenants.  Care must be exercised to secure prospects who will be satisfactory tenants.  While normally credit reports will not be required, reasonable inquiries will be made to ascertain the financial responsibility, reputation, and general acceptability of any individual desiring to rent from the VA.  The landlord or agent to whom the prospect is then making rental payments will be contacted.  The management broker will normally be authorized by VA to determine the acceptability of prospective tenants, provided that when the tenancy is to be for a term longer than month-to-month, the VA will make the final decision on the credit risk.  Space for inquiry into the suitability of the prospective tenants from a credit standpoint is provided on VA Form 26-6725.  To the extent practical, the data offered by the prospective tenant will be verified by telephone.





	m.  Holdover Occupants.  Except in those rare cases when it has been determined to rent the property pending sale, steps required to obtain actual possession will be taken as soon as the VA has the legal right to possession.  When the occupant is to be retained as a tenant, written notice will be sent to him/her as soon as the VA is legally entitled to the rental income.  The notice will state VA's interest in the property and contain a request for payment of rent, including a demand for unpaid rents which accrued prior to the acquisition of the property by VA but to which VA is entitled as assignee of the holder or on other legal grounds.  When difficulty in making collections is anticipated or experienced, the holder in a 38 CFR 36.4320 case will be asked to notify the occupants with respect to VA's right to collect rent.  In cases in which it in to the interest of the VA to secure rental income pending sale, occupants will be permitted to remain in possession if they appear to be satisfactory tenants.  Occupants will be required to sign a rental agreement unless they decline on the ground that their right to possession continued to exist under leases not cut off by the foreclosure.  In such event, efforts will be made to obtain new rental agreements with the occupants.





	n.  Rental Deposit.  The management broker will retain the deposit received by him/her from the prospective tenant pending decision as to the acceptability of the offer to rent.  When such offer has been accepted, the deposit will be applied to rental due under the rental agreement and will be remitted by the management broker to VA.  In the event the offer to rent is not accepted on behalf of VA, the management broker will refund the deposit to the prospective tenant.  Any deposit from a prospective tenant received by VA (e.g. when the 
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property has not been listed with a management broker) will be received by the agent cashier, the designated employee, or by the Loan Guaranty Division, and will be deposited or refunded in the same manner as provided in paragraph 3.13 for earnest money in connection with offers to purchase submitted to VA.





	o.  Initial Rental Payment.  A full month's rent will be paid on or before the date when the term commences.  Even though the term commences on a day other than the first day of the month, an initial payment of a full month's rent will be required, and an adjustment in the amount of rent payable will be made in the next succeeding calendar month.





	p.  Rental Collections.  All rents collected are to be remitted to VA in full.  No deductions will be made by brokers or tenants to cover commissions, fees, or charges for which payment is claimed  (Sec. 3617, Rev. Stat. 31 U.S.C. 484, requires that the gross amount of moneys received by an officer on behalf of the United States be covered into the Treasury as miscellaneous receipts (16 Comp. Gen. 196; id. 876; 18 id. 375).)  When, pursuant to 38 CFR 36.4320(h)(7), the holder has continued its custody of the property, it will after its conveyance to VA, account to VA for all rents and other income collected and all authorized disbursements.





	q.  Rental Delinquencies.  A demand for payment will be served on every tenant who has failed to pay his/her rent in full within 5 days after it is due and payable.  The management broker and the Finance activity will be required to report to Loan Guaranty personnel each case in which the rent delinquency has continued for more than 1 month.  In such cases, the Director will be advised as to the action contemplated.  In no case will the rent delinquency be permitted to continue for more than 1 month unless there is an affirmative showing, documented in the Loan Guaranty folder, that it would not be in the best interests of VA to institute the steps contemplated by paragraph 4.08, particularly by subparagraphs a and e, dealing with legal action to collect rent and to obtain possession.  Action for possession may be deferred if there are no reasonable prospects of securing a purchaser or another tenant, and the property, if vacant, would be subjected to excessive risk or damage by vandalism or other hazards.





	r.  Records.  Complete data relating to each tenancy, including any change, adjustment, or termination, will be [ ] furnished promptly to the Finance activity.  VA Form 4-6726, Tenants Account, will be prepared and maintained by the Finance activity as the individual rental account with each tenant occupying property leased from VA.  This record will be readily available to the Property Management section, thus avoiding the necessity of maintaining duplicate records.  [ ] It will not be necessary to [ ] report the termination of VA's interest as landlord or any rent proration resulting from the sale of the property by VA when a copy of VA Form 26-6714 is sent to the Finance activity.
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	s.  Smoke Detection Devices.  Smoke detection devices will be installed, in accordance with the guidelines set forth in paragraph 4.06d(5), in all properties which are to be rented by VA.





4.08  OBTAINING POSSESSION





	When it has been determined that an occupant will be required to vacate, efforts will be made to obtain possession without legal proceedings.  Steps leading to securing possession will be initiated with due regard to the time of year, in order to avoid the necessity for forceful eviction in freezing weather or when undue hardship will result because of the season of the year.  It is proper to bring to the attention of public or private charitable agencies any case of potential eviction in which circumstances may justify such relief agencies to intervene in the case.  The provisions of this paragraph apply to the eviction of any person from whom VA wants possession, including the former owner, his/her transferee, and tenants who are delinquent in the rent payments, or otherwise undesirable, or whose continued possession handicaps VA's ability to sell the property.





	a.  Eviction Proceedings.  As a preliminary step, a notice to vacate will be served.  If the occupant fails to vacate pursuant to such notice, in the absence of facts constituting a hardship case, appropriate legal action will be taken leading to the eviction of the occupant.  As a matter of internal administration of the affairs of VA) it is expected that a review of the steps taken by VA in each case in which it becomes necessary to resort to legal compulsion in order to acquire possession will reveal that every reasonable consideration, consistent with the interests of the Government, has been extended to the occupants, particularly when the original veteran-borrower is in possession.  Legal proceedings will be instituted and pursued to a conclusion only after reasonable efforts to effect a reasonable solution have failed.  The different facts and circumstances which enter into the administrative decisions of VA in such case have no bearing on the legal rights of the occupant to continue in possession if it has been decided to evict him or her.  Once legal action is begun, close supervision will be maintained and the instructions to the office of the District Counsel amended, if warranted, by a change in the circumstances; e.g., faced with the prospect of forcible eviction within a defined period, the occupants may agree to depart on a specific date if the writ or order is stayed, or the sudden illness of the occupant may warrant a stay notwithstanding an order to vacate.  Generally, possession can be obtained more expeditiously by action in a State or local court than in a Federal court.





	b.  Notice to Agent Cashier.  Immediate advice of the unacceptability of remittances from a particular occupant will be supplied the agent cashier by telephone. if, subsequently, payments are to be resumed and remittances accepted with respect to such occupant, advice will similarly be given to the agent cashier.  In confirmation of such advices, a memorandum will be prepared as of the close of business the same day, and promptly forwarded to the agent 
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cashier.  Copies of such memoranda will be furnished for the information of the Finance activity, the office of the District Counsel, and other employees of the regional office who may have need for such information.  When VA has obtained possession after notice has been given as above concerning the unacceptability of remittances, appropriate advice that the case is closed will be given the agent cashier in order to clear his/her records.





	c.  Rent Control.  In dealing with the problems attendant to obtaining possession of foreclosed residential property, field personnel of the VA will not attempt to negotiate special exceptions in favor of the Government from municipal, State, or Federal rent control authorities unless the prior approval of Central Office is obtained.  





	d.  Eviction by Holder.  In those cases processed under 38 CFR 36.4320, when the VA declines to accept conveyance of the property from the holder because of assertion of ownership, other than redemption rights, by parties in possession, it is the responsibility of the holder to take appropriate steps in order to dispose of such alleged rights.  In other cases when the holder, under the regulations, is not required to deliver the property vacant to the VA, the holder and the VA may enter into an agreement pursuant to which the holder's attorney will institute the eviction proceedings before the property is transferred to the VA.  In such cases, there will be an advance agreement with respect to the amount of legal fees and expenses to be paid by the VA for such proceedings.





	e.  Procedures Regarding Collection of Rentals.  Stations are authorized to direct legal action to collect rents or to obtain possession.  They are also authorized to adjust or write off rents owed by former tenants of VA or by VA tenants who have been requested to vacate the rented property, whenever the facts indicate that such action is in the interests of VA.  In such cases, consideration will be given to the financial status of the debtor, the prospect of effecting collection of the full indebtedness, the amount of the legal fees and expenses which may be avoided, the benefits to VA resulting from an agreement by the tenant to vacate peaceably, and other pertinent factors.  When it is determined, following the termination of a rental agreement, that it would be fruitless to pursue collection efforts in connection with accrued rent owed by such tenants, the Loan Guaranty Division will advise the Finance activity that such accrued rents will be written off as uncollectible.  If Loan Guaranty determines that further collection efforts are justified, the matter will be referred to the Finance activity to pursue collection.  If a former tenant requests acceptance of a lesser sum or write off of the rent past due, it will be referred to the Loan Guaranty Division where determination will be made on the request and advice of such determination furnished to the Finance activity.





4.09  TAX PAYMENTS





Normally, tax payments will be made by VA in ample time to avoid
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the payment of penalties or interest.  When property has been conveyed by the holder pursuant to 38 CFR 36.4320, the final statement of account and any supplemental accounting by the holder will be reviewed in order to guard against the payment of taxes which have previously been paid by the holder.  Duplicate payment may also result when, pursuant to 38 CFR 36.4320(H)(4), the holder paid a tax within 30 days after the acquisition of the property by VA and such payment was not reflected in the supplemental accounting.  Likewise, care will be taken not to pay taxes which previously have been paid by the receiver in the foreclosure proceedings.  Prior to the acquisition of absolute title by the VA, and particularly during the period of redemption or of receivership, taxes will be paid only with due regard to VA's right to reimbursement in the event it does not acquire absolute title or the property is redeemed.  In some States, the right of reimbursement can be secured only by some affirmative act, such as the amendment of pleadings in a foreclosure action or the filing of an affidavit with the court setting forth the tax payment.  The expense and workload involved in taking such affirmative action will be considered in light of the amount of the tax payment to be made, the extra costs resulting from late payment, and the likelihood that the redemption rights will be exercised.





4.10  TAX RECORDS





	The PMS (Property Management System) provides the same tax service and output for VA-acquired properties as the PLS (Portfolio Loan System) provides for portfolio loans.  Since the procedures for tax segment coding, procurement of tax bills, and control of tax vouchering and payment are the same for both portfolio loans and VA-acquired properties, it is recommended that station management establish a single tax unit under the jurisdiction of the Loan Service and Claims Section.  In the event, however, that the responsibility for taxes and assessments on VA-acquired properties is assigned to Property Management, the responsibility of the Loan Service and Claims Section will be limited to obtaining necessary tax bills or equivalent.  All such bills, or equivalent, will then be forwarded to Property Management upon receipt and maintained in accordance with RCS VB-1, part 1, item No. 12-170.320.





4.11  FILING OF TAX RETURNS





	In some jurisdictions, it is the responsibility of the property owner to file with the local taxing authorities, before a date fixed by statute, a return or declaration setting forth the valuation of the property for tax purposes.  This obligation is equally applicable to the VA as property owner.  In preparing such returns, the VA will use the ratio of current market value to assessed valuation for tax purposes customarily used in the locality.  This ratio may be as low as 10 percent, Frequently will be 40 or 50 percent, and may be as high as 100 percent.





4.12  TAX REDUCTIONS





	When a determination has been made to seek a reduction of the
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assessed valuation in accordance with the principles set forth in paragraph 2.08, the steps to be taken will be prescribed by local law.  Appeals, petitions, or other appropriate submissions must be filed with the local tax assessor or other public official on or before the date prescribed by local law.  A time will then be fixed for a bearing.  If the relief requested is not granted, the facts of the case may warrant resorting to further remedies, such as appeals to higher taxing authorities or legal proceedings; e.g., certiorari or mandamus proceedings.  Time and expense will be saved and public relations promoted by determined efforts to negotiate for reductions of assessed valuations with the local tax authorities.  Full disclosure may be made of all appraisal data and other opinions of value in the files of the VA and new appraisals will be obtained if required for these tax cases.  If attendance at a point removed from the VA office is required, it will generally be more expedient to use the services of fee personnel, such as a VA-approved broker, a tax specialist, or an attorney, depending on local requirements.  Arrangements for the payment of the necessary fees will be made either at an agreed price or on the basis of a percentage of the savings in taxes for the particular year.





4.13  IMPROVEMENT DISTRICTS





	The station is authorized to take any steps which are reasonably designed to promote the creation of improvement districts and the accomplishment of the required public improvement in all areas where the VA owns properties.  Such commitments will normally be avoided in any situation when the VA does not own properties but when VA's financial interests in the affected area are that of guarantor, insurer or holder of a loan.  See Opinion of the Solicitor 319-52 for a general discussion of the authority of the VA under section 509 to expend funds for off-site improvements.





4.14  INSURED AND UNINSURED PROPERTY LOSSES





	a.  Accounting for Insured Losses.  The destruction, partial or total, of property owned or in the process of acquisition, as a result of fire, windstorm, flood, vandalism, or other hazard, must be reflected in the property accounts.  When loss is covered by insurance, the proceeds of any insurance settlement received in connection with property owned or in the process of acquisition, will be credited to the capital value of the property.  Payment of restoration costs will be paid from the applicable Revolving Fund and charged to the capital value of the property.





	b.  Accounting for Uninsured Losses.  In the event the loss to the property is not fully covered by insurance, the Loan Guaranty Division, by memorandum, will advise the Finance activity.  The advice will identify the property and describe the type and amount of the loss.  In the event the property is restored, the cost of restoration will be charged to the capital value of the property.
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