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TAX INFORMATION ON PROPERTIES CONVEYED TO VA

     1.  PURPOSE.  This circular clarifies the requirements for information to be provided when conveying properties to VA.

     2.  BACKGROUND.  As of October 1, 1995, VA began paying for a property conveyance upon receipt of the notice of election to convey.  Holders were and still are responsible for providing locally required evidence of acceptable title within stated time-frames following loan termination (see attached local requirements) in order to avoid reconveyance.  The procedure for prompt payment of property acquisition by VA did not eliminate the requirement for holders to pay taxes, special assessments or ground rents due and payable within 30 days after date of conveyance (see 38 CFR 36.4320(h)(4)).  However, analyses of reports on unpaid taxes for newly acquired properties have disclosed a need to more carefully verify tax payment status.  In addition, VA is making every reasonable effort to dispose of acquired properties as quickly as possible, and the provision of more complete tax information, which should be readily available from the holder, will assist in the efficient use of limited Government resources for property disposition.

     3.  ACTION.  Effective April 1, 1999, in order to qualify for prompt payment of the property acquisition, each VA Form 26-8903, Notice for Election to Convey and/or Invoice for Transfer of Property, submitted to VA must be accompanied by complete tax information as to type(s), date(s) last paid, and identifier(s); i.e., PIN, parcel number, tax map or ID number, and complete legal description.  VA experience has shown that required tax data is often not provided.  Accordingly, VA is revising its policy so that if a holder shows a pattern of failing to provide complete tax data, VA may notify the holder that we will no longer pay for conveyances until complete tax and title information is received.  Because VA Form 26-8903 presently has limited space available for tax information, it can be provided in the form of a printout from the holder’s computer servicing system attached to the conveyance.  The printout must provide data for all tax segments for a particular property and a legal description.  Multiple printouts will be acceptable if necessary to provide the required information.

     4.  REIMBURSEMENT FOR TAXES.  As mentioned in paragraph 2, 38 CFR 36.4320(h)(4) requires that any taxes, special assessments or ground rents due and payable within 30 days after the date of conveyance to VA shall be paid by the holder if bills can be obtained before the conveyance.  Since bills are almost always available 30 days prior to the due date, there should be only limited instances where taxes are not paid prior to conveyance to VA.  Therefore, if VA is required to pay penalties and/or interest on any tax payments which were due within 30 days of conveyance, the holder must reimburse VA.  Any such sums not promptly reimbursed may be withheld from future amounts due a holder, unless adequate documentation is provided showing that bills were unavailable.

     5.  STATION RELEASES.  Stations with servicing activities will reproduce paragraphs 1 through 4 of this circular for distribution to holders and servicers, along with a list of items required for a complete title package for each geographic area under their jurisdiction.  Each list will include information on the time period allowed for the submission of the title package in that area.  Central Office approval of the releases is not required; however, copies with title list(s) will be sent to Central Office (261).

     6.  VA PROCEDURES
     a.  Servicing Activities:

     (1)  Coding Address and Conveyance.  Upon receipt of VA Form 26-8903, the Regional Loan Center (RLC) (or Regional Office which retains servicing responsibility) will verify that the correct property address is in the Liquidation and Claims System (LCS) or perform any coding necessary for correction of this address.  After verifying that the correct property address is in LCS, the RLC will then code that a liquidation has been completed (or a deed in lieu of foreclosure accepted) and that the holder elects to convey the property to VA.

     (2)  Tax Data Review and Acquisition Payment.  The RLC will confirm the completeness of the tax data based on prior experience with the jurisdiction.  In most cases only one tax segment is required, but any questions will be promptly referred to the appropriate Property Management (PM) activity.  The RLC will verify the amount of acquisition (either specified amount or principal balance, as applicable) and authorize payment if everything is in order.  The RLC will then provide a copy of VA Form 26-8903 and accompanying tax data to the PM activity with jurisdiction over the property.

     (3)  Oversight.  It is anticipated that loan holders and servicers will take appropriate action to ensure compliance with the requirements of this circular.  This belief is based on the fact that Central Office has received no notices of any holders being suspended from the prompt payment procedure since its inception.  However, if an RLC observes a consistent pattern of failures by a particular holder or servicer to provide tax information and/or a PM activity reports delays in the provision of title packages, and no improvement is shown within a reasonable period of time following notice by VA of the need to correct deficiencies, then the RLC may advise the holder or servicer that future acquisition payments will be made only after receipt of an acceptable title package.  Determinations will require coordination among the RLC and the PM activities in its Service Delivery Network (SDN), because PM will have to make acquisition payments if they will not be made by RLCs when elections to convey are received.  The RLC will notify Central Office (261) that suspension of prompt payment for the holder has occurred.  Central Office (261) will determine if the suspension should be expanded nationwide based on review of a holder’s national performance.  Should the holder or servicer demonstrate improvement over an 

extended period of time, the RLC may resume paying upon receipt of an election to convey (with appropriate notice to Central Office).  Determinations for resumed participation on a national basis will be made by Central Office based on input from RLCs.

     b.  Property Management Activities.  When PM receives VA Form 26-8903 from the RLC, the first step is to verify if the stage in the Property Management System (PMS) has been updated as a result of the coding in LCS, which may take a day to process.  Once the stage shows as “1- Conveyed” PM will then enter the tax information into the Property Management Local Area Network (PLAN), respond affirmatively to the PLAN inquiry to update PMS, and assign a Management Broker (MB).  This will enable the case to be selected for assignment to the portfolio servicing contractor for tax payment processing and flood hazard zone determination.  PM will also need the legal description and tax data for processing offers and preparing closing documents, so if complete data is not received, PM will obtain this through other available methods (review of the liquidation appraisal, direct VA or MB contact with tax collectors, PM inquiry to former loan holder, etc.).  If tax or legal data is not provided with the election, PM coding of the MB assignment will not occur until complete data is obtained and coded into PLAN/PMS.  However, PM will assign a MB at once and annotate the PMS notes screen with this fact.

     (1)  PLAN Tax Coding.  This will be performed in accordance with the PLAN User Guide.  Full installation of PLAN will be mandatory in the very near future.

     (2)  PMS Tax Coding.  If any station has not yet fully installed PLAN, they must code tax information into PMS.  This requires coding Transaction Type (TT) 657 for the tax segment(s) into screen TPM07 (option 7) and coding TT 257 EST for the tax description into the TPL12 screen (option 13).  The first line of the description will contain the parcel ID or other identifier, the second line will begin the legal description, and the last entered line (after the complete legal description is entered) will contain only the name of the former owner.

     (3)  Coding Cautions.  When coding the tax segment(s) be sure to code all tax segments applicable to the property, but do not create separate segments for portions of a tax payable other than annually.  In the past some offices created separate segments for each half of a tax paid semiannually, but this is no longer appropriate.  Also, due dates in PMS should not be set earlier than the actual payment due dates, since the contractor does not need the same cushion some offices previously desired, and it is in violation of the Real Estate Settlement Procedures Act to establish due dates earlier than the dates taxes are actually due.

     (4)  Verification of Coding.  The tax segment coding may be verified the next day in Rapid Access (PM8 screen), while for the property description a tax description printout is produced after the coding is done (which used to be the case in the Portfolio Loan System).  This is now available on-line through Extended Reports Distribution as LD.XRDL.TAX DESC.
     (5)  Management Broker Assignment Coding.  If the MB assignment is performed in PLAN, respond affirmatively to the prompt asking if PMS should be updated.  This will generate a TT600 in PMS to record the MB assignment.  The TT600 must be present for the extract program to select the property record for assignment to the portfolio servicing contractor for tax payment processing and flood hazard zone determination.  We have experienced difficulty with missing records in the past when MB assignment coding was performed in PMS using TT601 instead of TT600.  The use of PLAN to record MB assignment should correct this problem.  If PLAN is not used to record the MB assignment, then TT600 (and not TT601) must be used in PMS.

     7.  RESCISSION:  This circular is rescinded April l, 2000.
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