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CHAPTER 5.  BROKERS



5.01  GENERAL POLICY



	It is the policy of [ ] VA to utilize the services of local brokers in the sale and management of properties owned or to be acquired by VA.  These activities will be conducted by salaried personnel of VA only when this appears to be in the best interests of VA.  These circumstances will be rare.  Generally, salaried personnel will be used only when the property is in close proximity to the VA regional office and there are no reputable local brokers willing to represent VA in these activities at the rates of compensation which have been established in accordance with the principles described below.  Brokers will not represent any party other than VA and may not accept from anyone other than VA, commissions, or other compensation in regard to any matter for which they represent VA.  In any case in which it is impracticable to have management services provided by an approved management broker, and when the formal approval of a new management broker is not justifiable because of the anticipated number and frequency of property assignments, stations may arrange for the necessary services from reputable and responsible local persons, whether or not these persons are brokers.  In such cases, the requirements for submission of VA Form 26-6685, Application for Designation as Management Broker, and for obtaining a credit report contained in paragraph 5.02 may be waived by the appointing official.  The personnel folder required by subparagraph 5.02a(3) will be established, less the waived documents [ ].  The personnel folder will be documented to show the basis for waiving the formal appointment procedure and for determining that the designated person is considered reputable and responsible.  The waiver procedure will ordinarily be warranted only if property assignments to such individuals are expected to be infrequent during the course of a year.  Standards will be established outlining the authority of management brokers who are charged with the responsibility of managing VA properties so that an effective and economical operation will be achieved.  (See par. 5.07.)



5.02  PARTICIPATION OF BROKERS



	Separate rosters of VA-approved management brokers and sales brokers who participate in VA's property management and sales operations will be established in each area where VA owns or expects to acquire properties.  There is no objection to an individual serving VA in more than one fee capacity.  Individuals may be on two or more rosters, such as the roster of fee appraisers, fee compliance inspectors, VA sales brokers, and VA management brokers.



	a.  Roster of Approved VA Management Brokers.  Each station will maintain a roster of VA-approved management brokers.  Only those brokers who are competent, honest, and qualified to render the services required by VA and who have complied with any local license laws 
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will be placed on the roster.  Management brokers who have submitted VA Forms �26-6685 and VA Form 26-8138 as indicated below will, upon approval of the application establishing the scope of the appointment and the designation of the area or territory limitation, be notified in writing of the appointment.  The names of such applicants will be maintained on the roster by the Loan Guaranty Division.  If the broker's application is not approved, the broker will be so notified without any undue reflection being expressed against him or her.  Whenever a name is deleted from the roster, a notation will be made reflecting the date of and reason for the deletion.



	(1)  Form 26-8138, Joint HUD-VA Nondiscrimination Certification.  This certification is a prerequisite to designation as a VA-approved management broker.  Each management broker desiring to represent VA will be sent applicable materials as follows:



	(a)  VA Form 26-6685



	(b)  VA Form 26-8138 (in duplicate)  



	(c)  FL 26-612, Notice to Broker Concerning Joint HUD-VA Nondiscrimination Certification�

	(d)  [VA Form 26-0585], VA Advertising Guidelines for Fair Housing



	(e)  Executive Order 11063, [and]



	(f)  Extract from Public Law 90-284 (Title VIII of the Civil Rights Act of 1968)[.]



	(2)  VA Form 26-6685, Application for Designation as Management Broker.  Each management broker desiring to represent VA will submit signed VA Forms 26-8138 and 26-6685 setting forth all facts called for on the forms which are necessary to determine acceptability.  Approval of the applicant will be indicated by completing items 22 through 24 of VA Form 26-6685.



	(3)  Approval of Management Brokers.  In determining the acceptability of a prospective management broker, VA should obtain a credit report from an established credit reporting agency.  An evaluation of the broker's financial integrity will be made based upon information contained in the credit report and any other information which he/she voluntarily submits with VA Form 26-6685.  No attempt will be made to obtain any additional financial information not shown on the credit report or provided by the broker voluntarily.  Management brokers will be adequately staffed and equipped to render satisfactory management service, including the protection and maintenance of properties, supervision of repairs, securing tenants, collection of rents, preparation of property inspection reports and periodic operating reports.  The size of a broker's organization is not the controlling factor in determining the acceptability to VA.  Rather, full consideration will be given to the standing of the broker in the opinion of �
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others engaged in the real estate business, the length of time the broker has been in business in the locality, the qualifications and standing of the key officials of the broker and their ability to render sound advice to VA with respect to sales prices and market conditions.  The selection of management brokers will be accomplished with the objective of securing for VA the best available brokers.



	(4)  Processing Applications.  The Loan Guaranty Division will receive and process all applications for and inquiries concerning appointment as a management broker, and will maintain personnel folders, in accordance with RCS VB-1, part I, item No. 12-224.000, on each applicant/appointee.  A personnel folder will be established for each broker who has applied for appointment as a management broker regardless of the disposition of the application.  Each folder will contain the formal application (VA Form 26-6685), the credit report, a nondiscrimination certification (VA Form 26-8138) or documented verification that such certification has been made to a HUD office, supporting letters of reference, and other correspondence relating to appointment, supervision, and suspension/removal actions.  The file will include all correspondence and material relating to the broker which does not pertain to a particular property, unless it is a complaint of sexual, racial or ethnic discrimination or noncompliance with VA Form 26-8138.  A copy of such complaint and a report of staff investigation and resolution must be filed in the personnel file and the second copy sent to Central Office (264).  Correspondence and material pertaining to a specific property, such as VA Form 26-6705, Offer to Purchase and Contract of Sale, will be filed in the appropriate Loan Guaranty file.



	(5)  Appointment Review Procedure.  The appointment of management brokers will be effected only after review by a panel consisting of the Loan Guaranty Officer, the Assistant Loan Guaranty Officer, and the Chief of the Property Management Section.  If there is no Assistant Loan Guaranty Officer position at a station, another section chief in the Loan Guaranty Division will be designated by the Loan Guaranty Officer to serve on the panel.



	(6)  Field Review of Management Broker Performance.  To provide a minimum level of staff review over the work performed by management brokers, staff field reviews will be made on [VA Form 26-0595v, Property Inspection Report and Market Analysis,] completed by management brokers in accordance with this provision.



	(a)  General Requirement.  Field reviews will be made on at least 10 percent of the property inspection reports completed by management brokers each fiscal year.



	(b)  Representative Coverage.  The selection of properties for field reviews should be designed to provide an appropriate sampling of each management broker's reports.  Stations are not required to field review 10 percent of the property inspection reports completed by each of its management brokers each fiscal year.
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Local managers may require a higher percentage of field reviews on those management brokers whose work is less than satisfactory or on new management brokers.  A lower percentage may be required on those management brokers located in remote areas which are not routinely traveled by office staff; who manage only a few properties; and whose work is considered to be of high quality.  In any case, each management broker's report must be subjected to an appropriate level of review at least every 2 years.  



	(c)  Action on Field Review Findings.  These field reviews should assess/evaluate the accuracy of the management broker's estimate of market value, the repairs needed and the description of the physical condition of the property.  The station should file the field reviews that substantially agree with the property inspection report completed by the management broker in the PM file.  If the field review finds substantial deficiencies in the property inspection report, the station should instruct the management broker about the discrepancies found and the improvements expected on future reports.  These field reviews and contact reports are to be filed in the PM file with a copy to the appropriate management broker's personnel file.



	(d)  PMS Coding and Reports.  Stations will code PMS transaction 605, including the date that [VA Form 26-0595v] was received from the management broker and the date that the property was field reviewed by VA staff.  A new COIN PMS report will be provided to field stations which summarizes COIN PMS 06-02, Inventory of Assigned Properties.  This monthly summary report will provide the total number of properties assigned to each realty specialist; the total number of assigned properties inspected by management brokers; and the total number of assigned properties field reviewed by the regional office staff.  In addition to the monthly data, the report will include cumulative fiscal year data.  Section management may use this PMS report to determine whether its realty specialists are in compliance with this paragraph.



	(e)  Effect on Field Reviews of Repairs Over $1,000.  These requirements are in addition to those contained in paragraph 4.06i(4), relating to the required staff field reviews of repair contracts over $1,000.



	b.  Roster of VA Sales Brokers.  Brokers desiring to participate in VA sales program need not submit a formal application for appointment.  Upon notification of their interest to act as brokers, they will be sent the following:



	(1)  VA Form 26-0585, VA Advertising Guidelines for Fair Housing;



	(2)  Executive Order 11063; and



	(3)  Extract from Public Law 90-284 (Title VIII of the Civil Rights Act of 1968).





5-4

�January 7, 1991									M26-5

												Change 5



Sales listings and all other informational material will be transmitted to participating brokers on a routine basis.  Ready access to properties will be made available to such brokers including the keys to lockboxes or master keys.



5.03  REMOVAL OF VA SALES BROKERS AND APPROVED MANAGEMENT BROKERS



	a.  Removal of Suspension for Cause.  The removal or suspension for cause of any name on the rosters of VA sales brokers and approved management brokers is within the authority of the station.  Such cause shall include, but not be limited to, a refusal to show or to sell a property to a prospective buyer because of his or her race, color, religion, sex or national origin or noncompliance by the broker or any employee of his/her organization with the laws, executive orders, or regulations against discrimination.  If suspension or removal is based on grounds of racial, sexual or ethnic discrimination, or noncompliance with other fair housing provisions, field stations will forward such documentation to Central Office (263/264).  Removal or suspension action will not be taken without adequate proof of the alleged shortcomings, a thorough review of all factors considered, and full recognition of the effect upon [ ] VA and the broker.  The VA files will contain a full report and documentation of the deliberations leading to the removal or suspension.



	(1)  Advance Warning.  When the activities of the broker are found to be unsatisfactory, he/she will be given warning of the shortcomings and afforded the opportunity to correct the conduct and to make it conform with the requirements of [ ] VA.  This warning may be informal, oral or written, but will be sufficiently specific to apprise the broker of the nature of his/her shortcomings.  This advance warning will be waived when the protection of VA's interests requires immediate suspension.  The broker will be held responsible for the conduct of all personnel employed by him/her, particularly sales personnel and others dealing with the public or having access to VA properties.



	(2)  Removal Review Procedure.  The removal or suspension of brokers will be effected only after review by a panel consisting of the Loan Guaranty Officer, Assistant Loan Guaranty Officer, Chief of Property Management, and other staff assistants as [ ] necessary.  This panel will determine whether a broker will be suspended-or removed from the roster.



	(3)  Notice of Removal or Suspension.  If it is determined to suspend the broker for a time, or to remove his/her name from the roster of VA sales or management brokers, written notice of such removal or suspension will be served on him/her stating the reasons for such action with sufficient particularity to enable the broker to understand the nature of the charges.  A complete listing of all violations will refer to any previous warnings given the broker, failure to correct the actions, and will set an effective date for removal or suspension not earlier than the estimated date of receipt 
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by the broker.  The removal or suspension of a firm will also be made effective with respect to other firms in which the same principals are interested.  The individual will be advised in writing that if he/she believes the action is not warranted, he/she may ask to appear before the panel and present evidence to show the action was not warranted or may submit such evidence in writing, or both.  If an appearance before the panel is requested, the Loan Guaranty Officer will arrange for a mutually acceptable time and place.  The proceedings of the panel will be informal.  Within 2 weeks from completion of the hearing and/or receipt of the written material, the panel will make its determination as to whether the action should be sustained, modified or rescinded.  Written notice of its determination will be given the individual promptly.  Such notice must include a statement that, if the individual still believes the action was not warranted, he/she may, within 30 days, submit a written request to the station Director for review and reconsideration of the action.  Upon receipt of such request by the Director, all relevant material concerning the matter will be furnished to the Director by the panel.  The Director will review the entire matter and notify the individual and the panel of his/her decision as to whether the action of the panel is sustained, modified, or rescinded.



	(4)  Advice to Central Office.  If suspension or removal is based on grounds of racial, sexual or ethnic discrimination, or noncompliance with other fair housing provisions, field stations will forward such documentation to Central Office (263/264).  Offers to purchase received by VA prior to the date of the removal or suspension will not be rejected if otherwise acceptable.



	(5)  Reciprocal Notification



	(a)  Concurrently with dispatch of the notice of removal or suspension to the party involved, a copy of such final notice will be sent to the local HUD and FmHA (Farmers Home Administration) field offices which serve the same area as the VA field station taking the action.  Copies may also be provided to any other Federal, State, or local governmental department or agency which may have a need to know.



	(b)  When a management or sales broker has been suspended or removed from the VA roster for racial, sexual or ethnic discrimination or noncompliance with other fair housing provisions, notice should be sent immediately to HUD and FmHA counterparts.  Should HUD or FmHA suspend or remove any broker on such basis, VA counterpart field stations will be notified and will remove any indicated brokers upon receipt of such notification.



	(c)  Regional offices may receive notices of suspension or removal actions from the local State Directors of FmHA of sanctions imposed by that Agency on its management or sales brokers.  In some cases those FmHA program participants may also be active in the VA program.  Regional offices may not automatically refuse participation in the VA









5-6

May 15, 1995	M26-5

		Change 18



program to those management or sales brokers who have been suspended or removed by FmHA, except as noted in subparagraph (b) above.  When such notices are received, stations should determine whether that individual or firm is also a VA program participant and, if so, should closely monitor the sanctioned participant's performance under the VA program.  



	(6)  Disclosure to Other Program Participants and to Consumer Reporting Agencies.  All VA records maintained on the performance of management brokers and agents, sales brokers and agents, title companies and other fee personnel comprise a system of records under the Privacy Act.  This system of records is known as the "Loan Guaranty Fee Personnel and Program Participant Records - VA (17VA26)."  Disclosures from this system of records may be made by field stations in accordance with published "routine uses."  Routine uses are numbered for publication purposes.  Two routine uses are particularly relevant concerning the disclosure of information concerning removals or suspensions of brokers and their agents:



	(a)  Routine Use Number 11 (Disclosures to Other Program Participants).  This routine use authorizes field stations to release identifying information and the reasons for suspension of individuals and/or firms from the Loan Guaranty program to other program participants.  This information may be released on the field station's own initiative or upon written or oral request from a program participant.  This information is provided to program participants so that they may decide whether to employ, to continue to employ, or to contract with a suspended individual or firm.  



	(b)  Routine Use Number 12 (Disclosure to Consumer Reporting Agencies).  This routine use authorizes field stations to release identifying information and information concerning the performance of program participants to consumer reporting agencies.  This information is provided to these agencies so that field stations may obtain information about the prior dealings of a program participant with other Government agencies, and so that other Government agencies may have the benefit of VA's experience with such parties.  



	b.  Removal for Other Reasons.  The names of brokers will be removed from the rosters whenever there is evidence presented of voluntary resignation, death, or inability to act for other reasons, or when there is evidence of unwarranted inactivity.  Advices of such removals are not required to be forwarded to Central Office.  



5.04  INSTRUCTIONS TO VA SALES BROKERS



	It will be the responsibility of the station to advise VA sales brokers of the terms and conditions under which VA properties will be offered for sale and sold and the conditions 
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governing the payment of sales brokers' commissions.  Such instructions will be issued to all real estate brokers who have indicated interest in participating in the VA sales program (see pars. 3.12e and k).  



5.05  COOPERATION WITH SALES BROKERS



	All brokers will be furnished a supply of VA Forms 26-6705, Offer to Purchase and Contract of Sale, and 26-6705b, Credit Statement of Prospective Purchaser, and of requests for credit reports from the credit reporting agency under contract with VA.  Sales brokers will receive the active cooperation of both VA and management brokers and will not be required to split any commissions resulting from the sale of VA properties unless they voluntarily agree to do so.  



5.06  ASSIGNMENT OF PROPERTIES TO MANAGEMENT BROKERS



	It is not intended that all properties which are to be listed with brokers for management in an area will be assigned to one broker.  However, a sufficient number of properties will be listed with a broker to stimulate interest and active effort on his/her part and to reduce the administrative cost to VA in supervising the work of an unduly large number of management brokers.  On the other hand, a broker will not have assigned to him/her for management a larger number of properties than he/she can handle efficiently.  VA-acquired properties will generally be listed with a management broker since it will not be feasible or economical to use salaried employees for the management of properties.  It will generally be in the best interest of VA to list VA properties with a management broker even before the redemption period has expired, particularly if the property is vacant or there is substantial risk of damage by vandalism or the elements.  



5.07  INSTRUCTIONS TO MANAGEMENT BROKER



	a.  Advance Notice.  When a broker has been selected to manage properties in a specified area, he/she will be advised as to the conditions under which VA assumes custody of a property even before title has been acquired by VA, or before the redemption period, if any, has expired.  This advice will be sufficient to cover all potential property acquisitions, such as those processed under 38 CFR 36.4320, 38 U.S.C. [3720], or the liquidation of portfolio loans.  Furthermore, informal advance notice [may] be furnished to the broker, advising him/her of each particular property which it is expected will be assigned to him/her for management.  Notice [may] generally be given as soon as VA has commenced foreclosure of a portfolio loan, or has specified an amount under �38 CFR 36.4320, or other steps have been taken leading to the acquisition of the property by VA.  The advance notice does not constitute a management listing.  [However, if the instructions for advance notice on a portfolio loan require the broker to �
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visit the property to check for vacancy, or the names of occupants for legal proceedings, or for other reasons, then the regular monthly management fee will be payable.  If the property is discovered vacant, then, if appropriate under the laws of the jurisdiction, the advance notice will be converted to a management listing (see next paragraph) and the property will be secured.  If, after VA has provided advance notice, the holder does not acquire the property or, having acquired it, does not elect to convey it to VA, or for other reasons VA will not assume the responsibility of protecting the property, (e.g., a portfolio loan reinstatement), the broker will be notified that the property will not be listed with him/her.  



	b.  Management Listing.  Management broker assignment letters will be generated through PMS (Property Management System).  When a property is assigned to the Property Management Section, and it is decided to assign the property to a broker, Loan Guaranty personnel will complete the required coding to generate an assignment letter to the broker.  Since VA's responsibility for protection of the property begins as soon as a holder's valid election to convey is received in VA, coding will be completed within 2 workdays following receipt of notice of custody from the Loan Service and Claims Section.  The assignment letter will require a response from the management broker only if the assignment is declined.  Stations should issue standard instructions to all management brokers concerning the duties associated with the management of VA-acquired properties so that it will not be necessary for brokers to contact station personnel each time an assignment is received.  When a properly completed [VA Form 26-0595v] is received promptly from the management broker, no follow-up by VA will be required.  



	c.  Instructions.  It is essential that instructions to management brokers be clearly defined and include, as a minimum, the following services:  initial property inspection rental collections, recurring maintenance, preparation of repair specifications, supervision of repairs, screening of rental applications, and cooperation with sales brokers.  The broker will be required to make periodic inspections of the property and to recommend to VA the need for repairs and other expenditures.  



	(1)  Report of Defective Paint Surfaces.  Management brokers will be required to include as part of their initial property inspection reports specific information regarding defective paint surfaces as defined in paragraph 4.06.  If defective surfaces are found, brokers' reports will describe the extent to which the condition exists and contain a recommendation of the most practicable way of correcting the condition.  The broker will also be required to provide a cost estimate for the work to be accomplished.  [VA Form 26-0595v, items 15, 16, 17, and 18,] will be used for this purpose and disposed of in accordance with RCS VB-1, part 1, item No. 12-170.00.









		5-8a

�M26-5		October 23, 1996

Change 26



	(2)  Rental Instructions.  Management brokers will not be permitted to rent VA properties, nor to accept rental payments without first obtaining the approval of VA.  The broker will inform VA promptly as to occupancy, rental due or tendered, and other material facts.  These instructions will comply with local laws with respect to outstanding redemption rights, the right of VA to enter the premises and to collect rental income, and the effect, if any, of such acceptance of rent on the title, on the right of occupancy, and on any apparently adverse title claim.  Further instructions will be furnished to the broker with respect to serving notices to vacate, holding the property vacant, securing new tenants, or accepting rental payments from present occupants.  Brokers will be required to remit all rental collections promptly to VA.  They will submit to VA, not less than once each month, bills for their commissions and for repairs and other charges which they have been authorized to incur.  (See par. 8.03.)  All such items will be paid by voucher and will not be deducted from rent collections or from the proceeds of a sale.  



	d.  Authority of Broker.  The broker may be authorized to incur necessary charges for fuel, electricity water, and other recurring items which are required to be furnished by VA to its tenants or are required for the maintenance of the property.  The broker may also be authorized to make necessary repairs.  The initial cleanup of a property, such as removal of debris and cleanup of the yard, is deemed urgent in order to prevent the risk of damage by fire or vandalism.  Blanket advance authorization to the broker will be limited to repairs costing not over $500 in any case.  It is recognized that initial costs incurred for routine management of properties may vary from one station to another and even among different geographic areas under the jurisdiction of a given station.  Consequently, each field station should establish its own maximum, not to exceed $500, based on a determination of what the customary and reasonable cost of initial management services is in its jurisdiction.  Larger expenditures will require prior approval of VA.  



	(1)  Payment of Charges by Management Brokers.  Management brokers who are willing to do so may pay out of their own funds any bill, not exceeding $500, incurred properly on behalf of VA.  Reimbursement will be made by VA, upon submission of invoices by brokers, on a monthly basis.  (See par. 8.03.)  



	(2)  Procedure.  Bills in excess of $10 incurred by brokers in the management of VA properties should be paid by them by check.  The canceled check will be sufficient record of payment to satisfy the needs of the broker's own office.  On bills paid by check and not receipted, the broker should note on the bill the check number and date paid, and hold the check available for inspection by VA personnel.  When such bills are not paid by check, it will be required that each bill be receipted by the contractor to whom payment is made.  The broker will be required to obtain bills and/or receipts in duplicate.  The broker will transmit the original to VA to support his/her bill for reimbursement of all items advanced �
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by him/her and will retain the copy for his/her records.  Each bill or receipt will identify the property and contain adequate itemization of the work performed in such detail as would be required if they were to be paid directly by VA (see par. 7.09).  The broker will not be required to obtain or to submit to VA a bill covering utilities.  However, the broker should retain any customer's stub or other portion of the bill customarily furnished by the utility company.  



5.08  SALES COMMISSIONS



	a.  Rates of Commissions.  [Maximum] sales brokers' commissions will be established for each particular locality where VA owns or expects to acquire properties.  The rate to be established will not exceed the rate prevailing in the community or the rate set by the local real estate board.  If the rate is to be set at more than 6 percent, even though not in excess of the locally prevailing rate, the prior approval of Central Office will first be obtained.  Any recommendations for such approval will be supported by information from reliable sources with respect to the rate of commissions actually being paid in the locality.  Rates in excess of 6 percent will usually be allowed on rural and seasonal property.  As an inducement to stimulate the sale of marginal properties, the following schedule of commissions for properties sold at prices not in excess of $20,000 may be authorized by the Director:  



	Minimum  Sales Commission            $300



	6 Percent plus [ ] bonus (not to exceed $500) on sales from $1,000 to $20,000.



Stations are authorized to pay a commission bonus, to a maximum of $500, for properties listed in the $1,000 to $20,000 price range.  A similar commission bonus may also be paid for any other property which has been listed for more than 6 months.



	(1)  Sales commission bonus may be paid on cash sales when the closing is held as follows:



	(a)  A $500 bonus for offers closed within 15 calendar days of VA's execution of the offer,



	(b)  A $350 bonus for offers closed within 21 calendar days of VA's execution of the offer and



	(c)  A $250 bonus for offers closed within 30 calendar days of VA's execution of the offer.  
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	(2)  A $250 sales commission bonus may be paid on term sales when the sales broker submits copies of the offeror's complete Federal income tax returns, including all schedules, and the offeror's original pay stub, and the loan closing is held within 30 calendar days after the date of the offer.  When an offer is submitted in response to a station's simultaneous listing, the 30-day requirement will begin on the first day following the end of the simultaneous period.  



	(3)  When a property is already listed with a commission bonus, either because of price or number of months on hand, both sales commission bonuses may be paid.  



	b.  Terms of Payment.  The sales commission will be payable in full upon closing of a sale and completion of a technical acceptance inspection to determine that all required documents have been completed properly.  In cash sales in which the purchase is financed by an outside lender and the closing is conducted by other than the sales broker or persons associated with the sales broker (e.g., the lender, or a title company or attorney acting as the lender's agent), the sales commission may be paid directly from the proceeds of the sale.  For term sales involving VA vendee financing, the commission will be payable in full in accordance with the payment provisions specified on VA Form 26-6705.  



	c.  Exceptions.  While sales commission rates will normally be uniform in the same area for like properties, VA may agree with the broker on a lower rate of commission in connection with the sale of a particular property. on the other hand, when the continued ownership of a particular property is clearly undesirable and an early sale is in the best interest of VA, VA may stimulate the cooperation of sales brokers by establishing a rate of sales commission for such property in excess of the rate set by VA for similar properties in the same area.  The payment of a higher rate of commission will in all instances be subject to the prior approval of Central Office.  Such approval will generally be given only after active and prolonged sales efforts have shown that the higher rate of commission must be authorized in order to effect an acceptable sale.  



	d.  Repair Cases.  The amount of the sales commission will be computed on the basis of the agreed sales price without giving effect to sales closing adjustments.  However, when VA, under the terms of the contract of sale, is obligated to make extensive repairs, in which case the sales price will give effect to the cost of such repairs to VA, the sales negotiations will include a determination with respect to the commission to be paid.  In rare cases, it will be appropriate to reach an agreement with the broker for the computation of the sales commission on the basis of the estimated value of the property "as is."  



	e.  Commission Checks Drawn in Advance.  Sales commission checks may be drawn in advance of the closing of a sale in order to expedite payment.  The use of �
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Standard Form 1034, Public Voucher for Purchases and Services Other than Personal, is mandatory in this procedure.  The voucher certification required will be as follows:  



	"Issuance of a check in advance of closing c/o the agent cashier is authorized.  On sales closing, the invoice/receiving report will be made a part of this voucher.  





		________________________________________"

		(Title)                                              (Date)



Such checks may not be delivered to the sales broker except in exchange for the properly completed closing papers and recording documents including the broker's statement or invoice requesting payment of the commission.  The invoice will be marked with the following legend:  



"Sale closed  _________________; payee is entitled; check has been released to payee.  



Signature  _________________________________________________



Title  _________________________       Date  ____________________"



The invoice, when approved by a designated official of the Loan Guaranty Division, will be furnished to the Finance activity in addition to VA Form 26-6714, Sales Closing Statement (or equivalent), for the purpose of clearing the temporary account on which the check was drawn.  When a sale cannot be closed and the commission will not be paid, checks drawn in anticipation of the payment of a commission must be promptly canceled.  



5.09  MANAGEMENT FEES AND COMMISSIONS



	The fees and commissions paid to management brokers should be sufficient to obtain and retain adequate management services.  If the station determines that management fees and commissions prevailing in the community are in excess of the rates authorized, the station may request that higher fees and commissions be authorized by Central Office.  The requests will be supported by a current market survey and recommendations.  Such recommendations should identify the areas of jurisdiction and the specific fees and commissions to be increased.  It is the responsibility of the Director to determine the fees in each area in which brokers may manage VA properties.  Stations are authorized to compensate the management broker for the following detailed services at the established station fee or commission.  The established fees and commissions will constitute full payment to the broker for management services rendered to VA in connection with properties assigned to or listed with the broker.
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	a.  Monthly Management Fee  



	(1) Once a property is assigned, or pre assigned (if during foreclosure or an existing redemption period and VA is not entitled to possession), to a broker for care, a flat monthly fee for each property will be established.  Once assigned, the broker is expected to visit the property within 72 hours to verify if occupied or vacant and notify the regional office of status and observed condition.



	(2) The broker or a representative of the broker (gardener, maintenance person, repair contractor, etc.) should visit each property assigned bi-weekly to identify and report any change in status or condition.  If it is determined necessary to pay a fee exceeding [$40] per month per property, prior approval of Central Office will be obtained.  While the management broker may be paid monthly management fees on properties subject to redemption, services on such properties in certain States usually are minimal, and the extent of the services rendered should be recognized.  A lower schedule of management fees may be allowed for these properties. 



	b.  Property Inspection Report and Market Analysis Fee



	(1) Initial Inspection.  Management brokers will prepare VA Form 26-0595v according to the instructions contained in paragraph 2.23.  The fee for the initial property inspection report and market analysis will not exceed the amount paid for liquidation appraisals.  If no separate amount is specified for liquidation appraisals, the amount paid for appraisals of individual existing single-family residences will be used to determine the maximum fee allowable for the initial inspection report.  It is expected that management brokers will complete the initial property inspection report and submit it to the field station within 15 calendar days after the assignment.  However, this time may be extended to 20 days if the station routinely gets system inspections from appropriately licensed personnel on its properties.  Stations should establish a sliding fee scale for payment of reports which will encourage brokers to be thorough in completing the report and consistent in meeting this time standard.



EXAMPLE:  100 percent of fee for complete reports received within 15 or 20 days; 75 percent for reports received within 25 to 30 days; 50 percent for reports received within 45 days; and 25 percent for all other reports.



	(2) Re-Inspection Fee.  In order to ensure the availability of current market data, stations will require management brokers to provide a new VA Form 26-0595v approximately 30 days before a re-analysis of the property becomes due.  A maximum fee of one-half the amount paid for the initial property inspection report will be payable for the updated report.  (See pars. 2.01 and 2.09.)
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	c.  Commissions on Rental Properties.  A rental commission of 5 percent of the rental collections or an amount equal to the flat monthly inspection fee, whichever is greater, will be the minimum compensation for rental properties.  As compensation for securing new tenants, once the rental agreement has been signed and the security deposit accepted, a broker may be paid one-half the first month's rent.  Compensation for securing new tenants will not be paid by VA with respect to occupants in possession when the broker assumed management of the property.



	d.  Commissions for Supervising Repairs.  In connection with the management of properties, a schedule of commissions for supervising repairs will be established.  This commission will not exceed 10 percent of the cost of repairs, regardless of the rate prevailing in the locality for such services.  The term "repairs" includes the initial cleanup, such as the removal of debris and cleanup of the yard.  When the repair program exceeds [$2,000], the compensation for supervising the repairs will be limited to [$200].  The regional office may require the management broker to prepare repair specifications and solicit bids. This commission, however, will be based on the services rendered by the broker in supervision while work is in progress and inspection upon completion, and securing of any required waivers of mechanics' liens or evidence of payment by the contractor for labor and materials.



	e.  Commissions for Supervising Maintenance Work. A commission, not to exceed 10 percent of the cost of the service, may be paid to the management broker for supervision of services performed in connection with all routine and recurring maintenance work.   This work may include such services as grass cutting, care of shrubs and trees, lock changes, winterizing, property boarding, snow removal, maintaining utilities, etc.  The maximum amount that may be paid to the broker for supervision of any combination of the services indicated will not exceed [$200] regardless of the total cost of the different services provided.



	f.  Mileage.  It is not VA's policy to reimburse management brokers for mileage.  It is regarded as a cost of doing business that they considered prior to establishing the geographical area where they would accept assignments.  However, in unusual situations, VA may pay mileage at the established GSA rate.  The exception must meet the following circumstances and must be justified in writing specifically identifying the property as being outside the broker’s area of appointment with a copy maintained in both the individual property file and the brokers file:



	(1) Convenience of the Government.  If, at the request of VA, a broker accepts a property assignment to accommodate a special need, and;



	(2) Located Outside Brokers Area of Appointment.  On properties located [outside the broker’s area of appointment, VA will reimburse mileage for the full round trip.  Additional properties included on the trip will not be eligible for separate round trip charges.]
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EXAMPLE:  A management broker resigned unexpectedly in a small community with 20 properties assigned.  A management broker, located in a similar community 50 miles away accepted the temporary assignment of the properties until the services of a new local management broker are obtained.  Under this example, VA may reimburse the broker for [100] miles at the existing GSA rate, each day he/she makes a trip to the community to inspect the properties.  However, VA would expect the broker to visit several properties while in the community and not reimburse the mileage on each property inspected.



	g.  Payment of Bill on Behalf of VA.  It is a standard business practice for management brokers to incur and pay routine and recurring expenses, on behalf of VA while performing their regular daily management duties.  In performing these daily management activities, the broker may incur and pay for charges up to [$500], per property, claim reimbursement on their monthly-consolidated invoice, and receive their 10 percent supervisory fee up to [$200].  However, from time to time it may become necessary for the management broker to advance funds on behalf of VA in excess of the normal routine maintenance expenses.  When VA makes a special funding request to accommodate and/or expedite a Government transaction, the broker should be entitled to some consideration for advancing the funds.



	h.  Special Expenses.  Payment of interest at the Government's borrowing rate on these special expenses from the date of disbursement to the date of reimbursement may be authorized.



5.10  RECORD OF COMMISSION RATES



	A record will be maintained of the rates of management and sales commissions that have been established by VA.  A record will also be maintained of the schedule of fees established for the nonrecurring. 
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property inspections and other services referred to above.  Such records will be maintained on cards showing the rates and the areas in which they apply.  These cards will be filed according to areas in accordance with RCS VB-1, part I, item No. 12-173.300.



5.11  MANAGEMENT TERMINATION



	Prompt notices will be given to the management broker to terminate management services when a property is sold or otherwise withdrawn from management.  Such notices may be given by appropriate notations on FL 26-561a, by letter, or in any other manner the station deems advisable.  The notice in the case of a pending sale will be given as soon as possible after acceptance of an offer and establishment of the sales closing date, and, in any event, not later than the mailing of the sales closing package to the sales closer so that the management broker may be alerted to terminate management services in accordance with station instructions.  For example, the notice to the management broker to terminate management as of the date of sale may be accomplished by forwarding to the broker a copy of the sales closing letter or offer acceptance letter if the letter contains the scheduled sales closing date.  Likewise, prompt notice will be given to the management broker to resume management if subsequent events so necessitate (see par. 5.07).  



5.12  ADVERTISING



	Normally the full cooperation of brokers will not be secured if direct sales (sales by VA personnel) are encouraged.  Therefore, VA will generally not undertake a direct sales program.  Nevertheless, offers to purchase received directly by VA may be negotiated by salaried personnel.  VA will advertise in newspapers and other media and will stimulate sales interest in any other manner consistent with sound business practices.  Vouchers for payment of advertising bills will be supported by a clipping of the advertisement.  The station may determine whether the full sales commission should be paid despite the advertising expense incurred by VA, or whether all or a portion of the advertising cost should be deducted from the commission.  It is essential that the sales listing reflect any obligation of the broker to make a contribution towards the advertising cost.  



	a.  All advertising of the sale or rental of VA-owned properties, whether the cost is borne by VA, the broker, or shared by both, will contain the Equal Housing Opportunity logo, slogan, or statement.  When advertising material is consolidated, the Equal Housing Opportunity logo, in proportional size as prescribed in subparagraph b below, or the slogan, need appear only one time in the text.  When advertising appears in several places, the logo or slogan must be contained in each advertisement.



	b.  One or more of the following Equal Housing Opportunity advertising 
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components will be used in all advertising of VA-owned properties.



	(1)  Equal Housing Opportunity slogan--"EQUAL HOUSING OPPORTUNITY"�

	(2)  Equal Housing Opportunity logo - -













	(3)  Equal Housing Opportunity Statement--



	"We are pledged to the letter and the spirit of the United States policy for the achievement of Equal Housing Opportunity throughout the Nation.  We encourage and support an affirmative advertising and marketing program in which there are no barriers to obtaining housing because of race, color, religion, sex or national origin."



	c.  Since paid advertising is a necessary and important component of overall sales expenses, field stations are encouraged to use paid advertising to promote the sale of acquired properties.  The following specific budgeting guidelines for advertising expenditures are intended to assist stations in planning effective and prudent advertising programs:  Advertising expenditures, as distinct from newspaper sales listings, are to be charged to the Loan Guaranty Revolving Fund and should be budgeted as a fixed amount per property.  No attempt should be made to allocate advertising expenses to individual properties.  Depending on market conditions, an appropriate expenditure would range between $100 and $200 per property.  Stations having average holding times significantly above the national average should budget an amount at or near the top of that range.  A monthly advertising budget can be computed by considering the number of acquired properties on hand and the average holding time as follows:



	(1)  Assume an inventory of 400 properties on hand (in title and subject to redemption) and an average holding time of 7.6 months.  An appropriate annual advertising budget would be (400 x $150) x [1.578947] (the turnover rate).  The turnover rate is determined by dividing 12 months by the average holding time in months.  Monthly expenditures should average 1/12 of the annual advertising budget.  A sample computation of the annual and monthly advertising budget would be:
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					Appropriate						Annual�	Properties			Expenditures		Turnover			Advertising�	On Hand			($100 - $200)		Rate			Budget	

		400				$150			1.578947			$94,737





The annual advertising budget divided by 12 months would provide for a monthly advertising budget of $7,895.



	(2)  Given the same set of assumptions, annual advertising expenditures could range between $63,158, at $100 per on-hand property, and $126,316, at $200 per on-hand property.  This range is considered sufficiently wide to permit stations to adjust advertising expenditures in response to sudden changes in local real estate sales activity.  While overall advertising expenditures are expected to fall within the guidelines, advertising efforts should be especially aggressive for hard-to-sell properties and less so for more desirable properties.  



	(3)  Expenditures for media advertising, exclusive of minority media advertising reported separately to Central Office, will be reviewed monthly to determine whether the field station's existing advertising practices are appropriate and effective and to identify out-of-line costs.  In this review, consideration should be given to the effectiveness of the advertising in generating purchase offers, and the appropriateness of the advertising medium's target groups as potential buyers of the properties advertised.  Adjustments will be made in advertising practices and expenditures, as necessary, so that such advertising is cost effective.  Stations experiencing declining inventories, due in part to aggressive sales promotion, are expected to reduce advertising expenditures to a level more in line with current inventories.]



	d.  As a means of generating additional interest in acquired properties which are available for sale, stations should include a copy of VA Form 26-8952, Notice to the Homebuying Veteran, with each VA Form 26-8320, Certificate of Eligibility for Loan Guaranty Benefits, provided to veterans.  The notice provides basic information on properties which are available for sale by VA.  Although this system of advertising is geared to a limited audience, it should prove to be an effective, inexpensive system of notifying veterans of the availability of VA properties for sale.  (See M26-1.)



	e.  All advertisements for the sale of VA-owned properties must conform to the requirements of Regulation Z, section 226.24.  An advertisement which contains any of the triggering terms listed  in section 226.24(c)(1) must include the amount or percentage of the down payment, the terms of repayment, and the APR (annual percentage rate), using that term.  The triggering terms for mandatory disclosure are listed below:
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	(1)  Amount or percentage of any downpayment.



	(2)  Number of payments or period of repayment



	(3)  Amount of any payment



	(4)  Amount of any finance charge



The mandatory disclosure may be in the form of an example of a typical extension of credit with a statement of applicable terms.



	f.  An advertisement may state only those credit terms which are actually available.  While VA financing may not be available for all of the properties listed in an advertisement, it is acceptable to state in a multiple-property advertisement that VA financing is available if this is true for some of the properties.  However, advertisement of a property or group of properties for which VA financing will not be considered may not include such a statement.



	g.  Depending on the medium, some advertisements will contain specific financing details and will trigger full disclosure under subparagraph e above.  In other cases, a 10 second radio spot for example, it may be necessary to avoid the specifics.  The following terms may be used in advertisements if actually available:  low downpayment, low closing costs, low cost VA financing available, fixed-rate loans, attractive interest rates, up to 30 years, and similar nonspecific terms.



5.13  FOR SALE SIGNS



	a.  Brokers will not post any private "FOR SALE" signs on VA-acquired properties, except as provided in this paragraph, without the approval of VA.



	b.  VA "FOR SALE" signs are to be placed on all VA-acquired properties as indicated in this paragraph.  Field stations will require management brokers to post a [ ] VA "FOR SALE" sign on each assigned property not later than the date on which the property is listed for sale.  Unless "FOR SALE" signs are prohibited in specific areas, a sign should be placed on the inside of each property, or on the outside of the property if it is boarded, so that the sign will be most visible to passersby.  There may be rare instances, because of exclusive listings or anticipated vandalism, when a field station will choose not to post the sign on a property.  In these cases, a brief explanation is required on VA Form 26-6701, Property Analysis and Recommendations, stating the reason for not placing the sign on the property.



	c.  The management broker is required to indicate on regular monthly inspection reports whether there is a sign on the property.  If the sign has not been posted or has been removed, the management broker should post one during this scheduled visit.
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5.14  TRAINING AND SUPERVISION OF BROKERS



	The success of VA's acquired property sales program depends upon the proper pricing of properties and maintaining a good working relationship with private-sector real estate professionals who manage and sell VA-owned properties.  Many times, proper pricing alone is not enough to sell a particular property because sales broker support is not sufficiently broad-based.  One of the most effective methods of establishing broad-based support is to regularly conduct sales training and management broker meetings.  These brokers, especially new sales agents, can best represent VA and sell more VA-owned properties when regularly informed about the property sales program.  Newly licensed salespersons are likely to find VA's property listings attractive and generally become the most active participants in the sales program because they have not had the opportunity to develop the contacts needed to generate listings of their own.  In those States where agents and brokers are required to participate in a program of continuing education, it may be possible to increase participation by seeking certification of VA sales training classes from the local real estate licensing authority.  In addition to advertising directed at recruiting brokers, VA staff appearances before meetings of local real estate boards, and office visits incidental to property inspections, stations must:  



	a.  Conduct at least one training meeting per year for management brokers in each geographic area where there are concentrations of VA-owned properties.



	b.  Conduct at least two meetings per year for sales agents in each geographic area where there are concentrations of properties.  The meetings must be scheduled at such times as will achieve maximum impact on sales efforts during the station's prime selling seasons.  When space is limited and all interested agents are not able to attend the first meeting, additional meetings must be scheduled as soon as possible.



5.15  PURCHASE BY BROKERS



	VA sales brokers and approved management brokers, as well as other VA fee personnel who are in receipt of confidential VA information by reason of their connection with VA, and VA employees of the classes referred to in paragraph 3.03, will not purchase at foreclosure sale (public or private) or from the owner any property in which they know VA to have an interest (e.g., guarantor, insurer, or holder of a vendee account, direct loan, or other portfolio loan) without first notifying VA of the intention to bid for or to acquire the property concerned.  Upon receipt of any such notification, it will be determined whether there are any elements present in the transaction which indicate an attempt to realize undue private gain or profit through taking advantage of VA loan or property data compiled for official purposes.  With respect to any case in which it is determined that there would be a reasonable basis for concluding that the employee �
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or other person is availing himself or herself of official VA data for private purposes, the employee or other individual will be requested to submit a written statement relative to his/her participation in the transaction.  If the written explanation satisfactorily shows that acquisition of the property by the individual does not involve any improper conduct, he/she will be advised that there is no objection to his/her participation.  If the written explanation leaves some doubt as to the propriety of the individuals participation in the transaction, a full report on the case will be transmitted to Central Office (263) for decision.  While these provisions do not apply to VA fee personnel such as VA sales brokers and management brokers who are not in receipt of confidential information by reason of their connection with [ ] VA, proposed purchases should not be approved when it is determined that the dealings of such fee personnel do not conform to standards which may be expected of reputable and ethical real estate operators, or when it is believed that unfair advantage is being taken of the seller.  These limitations are in addition to those stated in paragraph 3.03 relating to the sale of property to VA affiliates.
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