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Tux Bay INT : IN T  Kenai, Alaska, 239*. 
Homer, Alaska, 316° radials.
(Sec. 307(a), Federal Aviation Act of 1958, 
49 U.S.C. 1348; sec. 6(c ), Department of 
Transportation Act 49 U.S.C. 1655 (c ) )

Issued in Washington, D.C., on Janu­
ary 19,1971.

T . M cC orm ack ,
Acting Chief, Airspace and 

Air Traffic Rules Division.
[FR Doc.71-1093 Filed l-26-71;8:47 am] 

(Airspace Docket No. 70-WE-78]

PART 71— DESIGNATION OF FEDERAL 
AIRWAYS, AREA LOW ROUTES,
CONTROLLED AIRSPACE, AND RE­
PORTING POINTS
Alteration of Control Zone and 

Transition Area
On December 10,1970, a notice of pro­

posed rule making was published in the 
F ederal R egister  (35 F.R. 18746) stating 
that the Federal Aviation Administration 
was considering amendments to Fart 71 
of the Federal Aviation Regulations that 
would alter the descriptions of the Twin 
Falls, Idaho, control zone and transition 
area.

Interested persons were given 30 days 
in which to submit written comments, 
suggestions, or objections. No objections 
have been received and the proposed 
amendment is hereby adopted subject to 
the following change:

In the description of the control zone, 
delete “* * * (latitude 42°29'00" N., 
longitude 114°29'00" W .) * * *” and sub­
stitute “ * * * (latitude 42#28'54" N., 
longitude 114°29'11" W .) * * *” therefor.

Since this change is minor and imposes 
no additional burden on any person, 
notice and public procedure hereon is 
unnecessary.

Effective date. These amendments 
shall be effective 0901 G.m.t., April 1, 
1971.
(Sec. 307 ( a ) , Federal Aviation Act of 1958, as 
amended; 49 U.S.C. 1348(a); sec. 6(c) , De­
partment of Transportation Act, 49 U.S.C. 
1655(c))

Issued in Los Angeles, Calif., on Janu­
ary 18,1971.

L ee E. W arren,
Acting Director, Western Region.

In § 71.171 (36 F.R. 2055) the descrip­
tion of the Twin Falls, Idaho, control 
zone is amended to read as follows: 

T w in  Falls, Idaho

Within a 5-mlle radius of the Twin Falls 
Gity-County1 (Joslin Field), Idaho Airport 
(latitude 42°28'54" N., longitude 114829' 
11" W .) within 5 miles each side of Twin 
Falls VORTAO 086° and 281® radials, ex­
tending from the 5-mile radius zone to 10.5 
miles east and 10.6 miles west of the VOR- 
TAC. This control zone is effective during the 
specific dates and times established in ad­
vance by a Notice to Airmen. The effective 
date and time will thereafter be continu­
ously published in the Airman’s Information 
Manual.

RULES AND REGULATIONS
In § 71.181 (35 F.R. 2134) the descrip­

tion of- the Twin Falls, Idaho, transi­
tion area is amended by deleting all be­
fore “* * * ; and that airspace extend­
ing upward from 1,200 feet * * *” and 
substitute the following therefor:

T w in  Falls, Idaho

That airspace extending upward from 700 
feet above the surface within 9.5 miles north, 
and 5 miles south of the Twin Falls VOR­
TAO 086® and 281® radials, extending from  
the VORTAC to 18.5 miles east and 18.5 miles 
west of the VORTAC, and within 5 miles 
each side- of the Twin Falls 156® radial, ex­
tending from the VORTAC to 9.5 miles 
Southeast of the VORTAC; * * *,

(FR Doc.71-1094 Filed l-26-71;8:47 am]

Title 16— COMMERCIAL 
PRACTICES

Chapter I— Federal Trade Commission
[Docket No. C-1088]

PART 13— PROHIBITED TRADE 
PRACTICES

Phillips Petroleum Co. et al.
Subpart— Acquiring corporate stock 

or assets: § 13.5 Acquiring corporate 
stock or assets: 13.5-20 Federal Trade 
Commission Act. Subpart— Combining 
or conspiring: § 13.395 To control 
marketing practices and conditions; 
§ 13.452 To limit production; § 13.470 
To restrain and monopolize trade.
(Sec. 6, 38 stat. 721; 15 U.S.C. 46. Interpret 
or apply sec. 5, 38 Stat. 719, as amended; 
sec. 7, 38 Stat. 731, as amended; 15 U.S.C. 
45, 18) [Modified order to cease and desist, 
Phillips Petroleum Co. et al., Bartlesville, 
Okla., Docket C-1088, Dec. 14, 1970]

In the Matter of Phillips Petroleum Co., 
a Corporation; National Distillers 
and Chemical Corp., a Corporation; 
Alamo Industries, Inc., a Corpora-  
tion; and A -B  Chemical Corp., a 
Corporation.

Order modifying the consent order is­
sued August 2, 1966, 31 F.R. 11747, by 
granting respondent’s application that 
the date for compliance with paragraph 
H I of the order be extended to May 1, 
1971, and denying any extension for 
paragraph IX.

The modified order to cease and desist 
is as follows:

It is ordered, That respondent’s appli­
cation be, and it hereby is, granted in 
part, by extending the date for compli­
ance with paragraph m  of said order 
issued August 2, 1966, to May 1, 1971.

It is further ordered, That in all other 
respects respondent’s application be, and 
hereby is, denied.

Issued: December 14,1970.
By the Commission.
[ se al ]  C harles  A . T o b in ,

Secretary.
. (FR Doc.71-1077 Filed l-26-71;8:46 am]

(Docket No. C-1836]
PART 13— PROHIBITED TRADE 

PRACTICES
S. A. Promotions, Inc., and 

Harry Wasser
Subpart—Advertising falsely or mis­

leadingly: § 13.85 Government ap­
proval, action, connection or standards: 
13.85-30 Federal Trade Commission 
orders or endorsements. Subpart— 
Claiming or using endorsements or 
testimonials falsely or misleadingly: 
§ 13.330 ' Claiming or using endorse­
ments or testimonials falsely or mis­
leadingly: 13.330-90 U.S. Government: 
13.330-90 (h) Federal Trade Commis­
sion.
(Sec. 6, 38 Stat. 721; 15 U.S.C. 46. Interprets 
or applies sec. 5, 38 Stat. 719, as amended; 
15 U.S.C. 45) [Cease and desist order, S. A. 
Promotions, Inc., et al., Schenectady, N.Y., 
Docket 0-1835, Dec. 17,1970]

In the Matter of S. A. Promotions, Inc., a 
Corporation, and Harry Wasser, In­
dividually and as an Officer of S. A, 
Promotions, Inc.

Consent order requiring a New York 
City corporation dealing in sales promo­
tional devices and games of chance to 
cease representing or implying that the 
Federal Trade Commission has endorsed 
any of its programs, or that any of its 
programs conform to a Government 
standard or regulation.

The order to cease and desist, includ­
ing further order requiring report of 
compliance therewith, is as follows:

It is ordered, That respondents S. A. 
Promotions, Inc., a corporation, and its 
officers, and Harry Wasser, individually 
and as an officer of the aforesaid corpo­
ration, and respondents’ agents, repre­
sentatives, and employees, directly or 
through any corporate or other device, 
in connection with the preparation, pro­
motion, sale, distribution or use of con­
tests, chance promotions or any other 
promotional device, in commerce, as 
"commerce” is defined in the Federal 
Trade Commission Act, do forthwith 
cease and desist from representing, 
directly or by implication, that:

1. The Federal Trade Commission or 
its staff has approved or endorsed any 
promotional program offered by either, 
or both, respondents;

2. Any promotional program conforms 
to a government standard or regulation 
unless such standard or regulation 
actually exists and applies to the promo­
tion and the promotion conforms to such 
standard or regulation in all respects.

It is further ordered, That respondents 
distribute a copy of this order to all 
parties which were sent material ̂ making 
the misrepresentation charged in the 
complaint.

It  is further ordered, That respondents 
notify the Commission at least 30 days 

.prior to any proposed change in the cor­
porate respondent such as dissolution, 
assignment or sale resulting in the emer­
gence of a successor corporation, the 
creation or dissolution of a subsidiary or
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any other change in . the corporation, 
which may affect compliance obligations 
arising out of this order.

It is further ordered, That the respond­
ents herein shall, within sixty (60) days 
after service upon it of this order file 
with the Commission a report in writing 
setting forth in detail the manner and 
form in which they have complied with 
the order.

It is further ordered, That respondent 
corporation shall forthwith distribute a 
copy of this order to each of its operating 
divisions.

Issued: December 17, 1970.
By direction of the Commission.
[ seal] ,  C harles  A . T o b in ,

Secretary.
[FR Doc.71-1078 Filed l-26-71;8:46 a.m.]

Title 28— JUDICIAL 
ADMINISTRATION

Chapter I— Department of Justice 
[Order No. 451—71]

PART 0— ORGANIZATION^OF THE 
DEPARTMENT OF JUSTICE

Subpart L— Internal Security Division
Assigning R e s p o n s ib il it y  for  H an d lin g  

M atters R elating  to  M il it a r y  S elec ­
tive S ervice A ct of  1967 and  C er tain  
Habeas C orpus  P roceedings

By virtue of the authority vested in 
me by 28 U.S.C. 509, 510 and 5 U.S.C. 301, 
5 0.61 of Subpart L of Part 0 of Chapter 
I of Title 28, Code of Federal Regulations, 
Is amended by adding the following new 
paragraphs (1) and (m ):
§ 0.61 General functions.

* * * * *

(l) Criminal matters arising under the 
Military Selective Service Act of 1967.

(m) Notwithstanding §0.55(i), ha­
beas corpus proceedings instituted by 
selective service inductees disputing the 
legality of their induction and by armed 
forces personnel seeking release from 
service on the ground that they have 
become conscientious objectors.

Dated: January 18,1971.
Jo h n  N . M it c h e ll , 

Attorney General. 
IFR Doc.71-1085 Filed 1-26-71;8:46 am]

Title 32-NATIONAL DEFENSE
Chapter VII— Department of thé Air 

Force
SUBCHAPTER W — AIR FORCE PROCUREMENT

part 1001— g e n e r a l  pr o v is io n s
PART 1012— LABOR

Responsible Prospective Contractors 
and Equal Opportunity

Subchapter W  of Title 32 of the Code 
of Federal Regulations is amended as 
follows:

1. Part 1001 is amended by adding 
Subparts H  and I  to read as follows:

Subpart H— [Reserved!
Subpart I— Responsible Prospective 

Contractors
§ 1001.905—50 Air Force Contractor Ex­

perience List.
(a ) General. The Directorate of Pro­

curement Policy, Hq USAF/SPP, will 
maintain and publish an Air Force Con­
tractor Experience List (AFCEL). The 
AFCEL and all correspondence disclos­
ing the names of contractors on or pro­
posed to be on the AFCEL will be marked 
“For Official Use Only” unless a security 
classification is required. The AFCEL 
will not be released outside the Govern­
ment and information contained therein 
will not be made available for inspection 
by private individuals, firms or trade or­
ganizations. The AFCEL and other Con­
tractor Experience Lists attached there­
to are the only official listings of this 
type that are authorized within the 
United States.

(b) Purpose. The purpose of the 
AFCEL is to identify contractors who 
have not performed satisfactorily on 
Government contracts or who have en­
countered other difficulties that might 
endanger future performance. The 
AFCEL alerts contracting officers to 
secure preaward surveys prior to placing 
new business with these contractors. It 
also serves to identify conditions which 
the contractor must correct to satisfac­
torily improve performance and justify 
removal from the AFCEL.

(c) Limitation on use of the AFCEL. 
The listing of a contractor on the 
AFCEL, or on the other Contractor Ex­
perience Lists (CELs) attached thereto, 
will not be interpreted to mean that the 
listed contractor will not be given an op­
portunity to bid or quote on a proposed 
procurement, that negotiations cannot be 
carried on with, the contractor, or that 
award cannot be made to such contrac­
tor. The CELs have no relationship to 
the Joint Consolidated List of Debarred, 
Ineligible, and Suspended Contractors, 
and the inclusion of any contractor on 
a CEL will not in any sense be regarded 
as a determination of debarment or ineli­
gibility. These procedures do not apply 
to contractors performing only outside 
the United States.

(d ) Reasons for listing contractors. 
Contractors with one or more of the fol­
lowing deficiencies will be considered for 
the AFCEL, identified by the letter cod­
ing shown.

(1) D— Contractors who have a less 
than satisfactory record of delivery or 
schedule performance on one or more 
contracts.

(2) Q— Contractors who fail to meet 
the product quality standards estab­
lished by the contract.

(3) T— Contractors who have had one 
or more contracts terminated for default. 
All defaulted contractors must be re­
ported to Hq USAF for AFCEL listing.

(4) F— Contractors who have a less 
than adequate financial capability for 
contract performance. All contractors 
who file for bankruptcy or are placed in

receivership must be reported to Hq 
USAF for AFCEL listing.

(5) M— Contractors whose perform­
ance is considered unsatisfactory or 
whose responsibility is questioned for 
other specific reasons.

(e) Procedures. (1) Both Procuring 
Contracting Officers (PCO) and Admin­
istrative Contracting Officers (ACO) may 
initiate recommendations for.the AFCEL. 
The PCO will coordinate the intended 
AFCEL action with the ACO, or vice 
versa as applicable, and will obtain sup­
porting information needed to substanti­
ate the recommendation.

(2) The contracting officer will get the 
approval of the chief of his purchasing 
or contract administration office before 
proceeding further. The chief (or higher 
level authority as determined by the 
major command concerned) will then 
notify the contractor by letter of the 
proposed AFCEL recommendation. State 
the specific deficiencies in the contrac­
tor’s performance, and request a reply 
within 15 days if the contractor wishes 
to present reasons why he should not be 
recommended for AFCEL listing.

(3) If the contractor does not respond 
within 15 days, or if the response is un­
satisfactory, immediately advise the con­
tractor that he has been recommended 
for the AFCEL. Simultaneously submit 
the recommendation to Hq USAF/SPP 
through command channels. The major 
command will forward the approved rec­
ommendation to arrive at Hq USAF  
within 15 days after receipt unless there 
are valid reasons for delay.

(4) Recommendations should be brief, 
but complete and factual. They should 
answer more questions than they gen­
erate. Copies of contracts and other 
lengthy documents are normally not re­
quired. All recommendations should in­
clude at least the following information:

(i) Contractor’s full name, address, 
product line, and president’s name. If 
only one part of the company is recom­
mended, give necessary details of the 
relationship.

(ii) Purchasing and contract adminis­
tration offices.

(iii) Codes for which the contractor is 
recommended.

(iv) Contract number, effective date, 
type of .contract, dollar value, items cov­
ered, and unusual pertinent provisions.

(v) Brief narrative of contract re­
quirements not met, and the contractor’s 
actual performance, or other reasons for 
the recommended listing. If contractor’s 
performance is considered less than 
satisfactory for only certain product lines 
or services, identify such qualification 
specifically in the recommendation, and 
any subsequent listing on the AFCEL will 
be annotated.

(vi) Brief outline of previous correc­
tive actions taken by the contracting offi­
cer, such as “show cause” or “cure”’ no­
tices, including dates such actions were 
taken and results obtained.

(vii) For Code D give original con­
tract delivery dates and changes thereto, 
including reasons therefor, action taken 
to assure that delivery schedules are 
current and realistic, and a brief sum­
mary of the frequency, duration, and
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seriousness of late deliveries considered 
to be the fault of the contractor.

(viii) For Code Q provide a brief cur­
rent evaluation of the contractor’s qual­
ity control plan or inspection system.

(ix) For Code T  include reasons for 
the default termination and results of 
any appeal or other disposition of the 
case, if available. No further justification 
is required unless you recommend that 
the defaulted contractor “Not” be listed.

(x) For Code F provide brief current 
financial data showing lack of financial 
capability. No further justification is re­
quired for a contractor in bankruptcy 
unless you recommend that he “Not” be 
listed.

(xi) AFCEL recommendations from 
purchasing activities will include a copy 
of a statement from the cognizant con­
tract administration activity providing 
current performance evaluation on the 
specific contracts involved, pertinent 
overall performance, background infor­
mation, and concurrence, or nonconcur­
rence with the recommendation.

(5) The Hq USAF/SPP AFCEL Re­
view Board will review all recommenda­
tions. Recommendations of the Board are 
subject to the approval of the Director of 
Proceurement Policy, Hq USAF/SPP, 
and the Deputy Chief of Staff/Systems 
and Logistics, Hq USAF/SDC.

(6) Normally within 30 days of receipt 
of the recommendation, Hq USAF/SPP 
will advise the contractor-by letter of the 
decision on AFCEL listing, with copies to 
all offices involved in the recommenda­
tion.

(7) Hq USAF/SPP will publish an up­
dated AFCEL quarterly and will dis­
tribute it to all major commands, DSA, 
and Navy for distribution to their pro­
curing activities. Interim changes will 
be published as required.

(8) AFCEL Review:
(i) Each contractor on the current 

AFCEL will be reviewed by the recom­
mending activity each quarter to keep 
the listing current and to determine if 
removal from or retention on the list is 
warranted. If the purchasing office is the 
recommending activity, contact the ap­
propriate contract administration activ­
ity to obtain an evaluation of the con­
tractor’s current overall performance. 
Promptly recommend removal when the 
contractor has corrected the deficiency 
for which he was placed on the AFCEL 
and no other major deficiencies exist. 
Specifically substantiate recommenda­
tions. If retention is recommended, also 
validate the letter coding.

(ii) Forward results of quarterly re­
views by letter through command chan­
nels to arrive at Hq USAF/SPP by the 
tenth of February, May, August, and 
November of each year. Hq USAF/SPP 
will advise the contractor by letter if re­
moval is approved, with copies to all 
offices concerned.

(iii) Recommend removal of a con­
tractor who no longer has Government 
contracts after a maximum of 1 year on 
the list.

(iv) Recommend removal of a con­
tractor who is subsequently included in 
the Joint Consolidated List of Debarred,

RULES AND REGULATIONS
Ineligible, and Suspended Contractors 
(AFR 70-23).

(v) Do not recommend removal of a 
contractor who has appealed any matter 
which caused AFCEL listing, other than 
Code T, until final resolution of the ap­
peal with the contractor’s position sub­
stantially upheld.

(vi) Do not recommend removal of a 
contractor who was listed for Code T  un­
til the termination for default is con­
verted to a termination for convenience, 
the Armed Services Board of Contract 
Appeals substantially upholds the con­
tractor’s position, or the contractor has 
been listed for 1 year.

(vii) Do not recommend removal of a 
contractor who was listed under Code F 
for bankruptcy/receivership until such 
proceedings have been completed and 
the contractor has been listed for 1 year.

(viii) Whenever a listed contractor 
changes name or address, promptly no­
tify Hq USAF/SPP. Identify whether the 
new name or address replaces or is in 
addition to the present listing. This in­
cludes contractors listed on the Navy or 
DSA CEL’s.

(f ) Navy and Defense Supply Agency 
(DSA ) Implementation. Navy Procure­
ment Directive NPD 1-950, Navy Con­
tractor Experience List (N C E L ); De­
fense Supply Procurement Regulation 1- 
950, DSA Contractor Experience List 
(DSACEL); and DSA Regulation No. 
8335.1, Contractor Experience List for 
Contract Administration Services pro­
vide information on Air Force, Navy, and 
DSA Contractor Experience Lists. DSAR  
No. 8335.1 also provides instructions to 
DC As organizations on their recom­
mendation of contractors for the AFCEL. 
Hq USAF sends the AFCEL to Navy and 
DSA for distribution with the NCEL and 
DSACEL.

(g ) Letters to contractors. The follow­
ing are formats for letters to contractor 
top management.

(1) Format for initial notice to con­
tractor:
Dear M r . ---------------- (P resident)________ ____ _

The Air Force has established a list of con­
tractors whose performance or financial 
condition has been determined to be un­
satisfactory. This list is the Air Force Con­
tractor Experience List (AFCEL). The proce­
dure for listing contractors on the AFCEL is 
set forth in § 1001.905—50 of Air Force 
Procurement.

This is to notify you that the Air Force 
considers your performance (or financial 
condition) to be unsatisfactory. (State spe­
cific deficiencies.) Action is in process to 
recommend you for placement on the AFCEL. 
However, you are being afforded an oppor­
tunity to provide reasons why this action 
should not be taken and/or what corrective 
actions you propose to take to resolve the 
above cited deficiencies.

Please forward your response to this office 
on or before (15 days).

Sincerely

(2) Format for notice to contractor of 
recommendation to Hq USAF:
Dear M r . ---------------- (President) ______________

Your response of (date) has been care­
fully reviewed (or: No response has been re­
ceived to my letter of (date) and the deci­
sion to recommend placing your company on 
the Air Force Contractor Experience List

(AFCEL) is still considered appropriate. 
Therefore I  have recommended that your 
firm be placed on the AFCEL. If this recom­
mendation is approved by Hq USAF your 
firm will be listed on the next AFCEL. Your 
listing will be carefully reviewed at least 
quarterly. At such time as there is assurance 
that you have taken effective action to cor­
rect the unsatisfactory condition, we will 
recommend that your company be removed 
from the AFCEL.

Your listing on the AFCEL will not in any 
way prevent you from bidding on or sub­
mitting proposals for future contracts. The 
list will, however, alert contracting officers 
to companies whose performance has been 
determined to be currently unsatisfactory, 
and a preaward survey will be required be­
fore any award to your firm.

Any further information vihich you feel is 
appropriate before final action is taken may 
be forwarded directly to Hq USAF/SPP, 
Washington, D.C. 20330, with a copy to this 
office.

We sincerely hope that you soon correct 
the conditions that prompted this recom­
mendation.

Sincerely
(10 U.S.C. Ch. 137,10 U.S.C. 8012)

2. Part 1012 is amended by add in g  
Subparts G  and H to read as follows:

Subpart G— [Reserved!
Subpart H— Equal Opportunity 

§ 1012.808—2 Compliance reviews.
From time to time, the OFCC and 

other compliance agencies issue notices 
with respect to companies whose EEO 
compliance status is questionable. Such 
notices may require special reviews, in­
quiries, consultations, etc., prior to a w a rd  
to those companies of any contract, re­
gardless of dollar amount. Upon receipt 
by Hq USAF/SPP, the notice shall be 
forwarded to appropriate major com­
mands for dissemination to all buying 
activities. Before awarding a contract to 
any firm listed in such a notice, the PCO 
shall contact the Hq USAF/SPP L a b o r  
Relations Office for instructions. Hq 
USAF, after consultation with the ap­
propriate agencies, shall advise the PCO 
as to whether award can be made to the 
firm in question.
(10 U.S.C. Ch. 137, 10 U.S.C. 8012)

By order of the Secretary of the Air 
Force.

A lexander  J. P alenscar , Jr., 
Colonel, U.S. Air Force, Chief, 

Special Activities Group, Of­
fice of The Judge Advocate 
General.

{FR Doc.71-1074 Filed l-26-71;8:45 am]

Title 33— NAVIGATION AND 
NAVIGABLE WATERS

Chapter II— Corps of Engineers,
* Department of the Army

PART 207— NAVIGATION 
REGULATIONS

Fox River, Wis.
Pursuant to the provisions of section 

7 of the River and Harbor Act of August 8,
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1917 (40 Stat. 226; 33 U.S.C. 1), § 207.460 
governing the use, administration of the 
locks and canals in the Fox River, Wis., 
is hereby amended by adding a new 
paragraph (%) (17) to govern the oper­
ation of the Neenah dam outlet works 
at Nëenah, Wis., effective 30 days after 
publication in the F ederal R egister , as 
follows: v ’
§ 207.460 Fox River, Wis.

(a) Use, administration, and naviga­
tion of the locks and canals. * * *

(17) Neenah dam outlet works, (i) 
During periods of high water, when de­
termined to be necessary by the District 
Engineer, U.S. Army Engineer District, 
Chicago, to reduce the threat of flood­
ing, it shall be the duty of the person 
owning, operating, or controlling the dam 
across the Neenah Channel of the Fox 
River at Neenah, Wis., acting as agent 
of the United States, to open or close, 
or cause to be opened or closed, pur­
suant to subdivision (ii) of this sub- 
paragraph, the outlet works of said 
dam to regulate the passage of water 
through said outlet works.

(ii) The outlet works of said dam shall 
be opened when and to the extent di­
rected by the District Engineer or his 
authorized field representatives, and said 
outlet works shall thereafter be closed 
when and to the extent directed by the 
said District Engineer or his authorized 
field representative.

* * * * * 
[Regs., Jan. 7, 1971, ENGCW -ON] (Sec. 7, 
40 Stat. 266; 33 U.S.C. 1 )

For the Adjutant General:
R . B. B e ln a p ,

Special Advisor to TAG.
[PR Doc.71-1081 Plied 1-26-71; 8:46 ami

Title 23— HIGHWAYS
Chapter I— Federal Highway Admin­

istration, Department of Transporta­
tion
PART 1— ADMINISTRATION OF 
FEDERAL AID FOR HIGHWAYS

Relocation Assistance and Payments; 
Interim Operating Procedures; Post­
ponement of Effective Date
On October 30,1970, the Federal High­

way Administrator issued Instructional 
Memorandum 80-2-70 which was pub­
lished in the F ederal R egister  Decem­
ber 19, 1970, at 35 F.R. 19232, entitled 
“Relocation Assistance and Payments 
interim Operating Procedures” which 
Was to become effective 90 days after 
issuance or at the option of the State 
the memorandum could be effective at 
sn earlier date.

The effective date of this memorandum 
is postponed until further notice because 
°t the enactment of the “Uniform 
Relocation Assistance and Real Property 
Acquisition Policies Act of 1970”, Public 
Law 91-646, January 2,1971.

This postponement is issued under 
authority of 23 U.S.C. 315 and the dele­
gation of authority in § 1.48(b) of the 
regulations of the Office of the Secre­
tary (35 F.R. 4959 (1970)).

Issued on January 20, 1971.
F . C. T urner ,

Federal Highway Administrator.
[PR  Doc.71-1131 Filed 1-26-71;8:50 am]

Title 38— PENSIONS, BONUSES, 
AND VETERANS’ RELIEF

Chapter I— Veterans’ Administration
PART 2— DELEGATIONS OF 

AUTHORITY
Delegations Relating to Guaranty of 

Mobile Home Loans
In Part 2, §§ 2.95 and 2.96 are added 

to read as follows:
§ 2.95 Delegation o f authority to cer­

tain employees to exercise the power 
o f the Administrator to waive stated 
procedural (nonsubstantive) require­
ments of the mobile home guaranty 
regulations.

This delegation of authority is iden­
tical to § 36.4220 of this chapter.
§ 2.96 Delegation of authority to certain 

employees to exercise certain powers 
and functions o f the Administrator 
with respect to the guaranty o f mo­
bile home loans. The authority 
hereby delegated to these employees 
may, with the approval of the Chief 
Benefits Director, be redelegated.

This delegation of authority is identi­
cal to § 36.4221 of this chapter.

By direction of the Administrator.
[ seal ]  F red B . R hodes ,

Deputy Administrator.
[PR  Doc.71-1137 Filed l-26-71;8:50 am]

PART 36— LOAN GUARANTY
Guaranty of Loans to Veterans To 

Purchase Mobile Homes and Lots, 
Including Site Preparation 

§§ 36.4000—36.4251 [Revoked]
1. Sections 36.4000 through 36.4251 

are revoked.
2. A  new center title and §§ 36.4201

through 36.4222, §§ 36.4231 through
36.4235, §§ 36.4275 through 36.4277 and 
§§ 36.4279 through 36.4287 are added to 
read as follows:
G uaranty op Loans to Veterans T o Pur ­

chase Mobile Homes and Lots, I ncluding  
Site Preparation General Provisions.

Sec.
36.4201 Applicability of the § 36.4200 series.
36.4202 Definitions.
36.4203 Eligibility of the veteran for the

mobile home loan benefit under 
38 U.S.C. 1819.

36.4204 Maximum loan amounts and term.
36.4205 Computation of guaranty.
36.4206 Income, credit, and occupancy re­

quirements.

Sec.
36.4207 Mobile home standards.
36.4208 Mobile home location standards.
36.4209 Reporting requirements.
36.4210 Joint loans.
36.4211 Amortization— Prepayment.
36.4212 Interest rates and late charges.
36.4213 Capacity of parties.
36.4214 Geographical limits.
36.4215 Accounting records.
36.4216 Disqualification of lenders.
36.4217 Delivery of notice.
36.4218 Payment in full; termination of

guaranty.
36.4219 Incorporation by reference.
36.4220 Substantive and procedural require­

ments; waiver.
36.4221 Delegation of authority.
36.4222 Hazard insurance.

F inancing  Mobile Home U nits

36.4231 Manufacturers warranty.
36.4232 Allowable fees and charges; mobile

home unit.
36.4233 Suspension of manufacturers.
36.4234 Title and lien requirements.
36.4235 Suspension of dealers and mobile

home park operators.
Servicing, L iquidation of Security 

and Claim

36.4275 Events constituting default.
36.4276 Advances and other charges. S '
36.4277 Release of security.
36.4279 Extensions and reamortizations.
36.4280 Reporting of defaults.
36.4281 Refunding of loans in default.
36.4282 Legal proceedings (notice of re­

possession) .
36.4283 Foreclosure or repossession.
36.4284 Computation of guaranty claims.
36.4285 Subrogation and indemnity.
36.4286 Partial or total loss of guaranty.
36.4287 Substitution of trustees.

Authority : Sections 36.4201 to 36.4287 
issued under 72 Stat. 1114, 84 Stat. 1110; 38 
U 8 .C. 210, 1819.

G u a r a n t y  o f  L oans  to  V eterans T o P u r ­
chase  M o b ile  H o m es  and  L ots  I n c lu d ­
in g  S ite  P reparation

N ote: Those requirements, conditions, or 
limitations which are expressly set forth in 
38 U.S.C. 1819 and are not restated herein 
must be taken into consideration in con­
junction with the | 36.4200 series.

G eneral  P r o visio ns

§ 36.4201 Applicability of the § 36.4200 
series.

The § 36.4200 series shall be applicable 
to each loan entitled to guaranty under 
38 U.S.C. 1819 on or after the date of 
cation thereof in the F ederal R egister .

§ 36.4202 Definitions.
Wherever used in 38 U.S.C. 1819 or the 

§ 36.4200 series, unless the context other­
wise requires, the terms defined in this 
section shall have the meaning herein 
stated.

(a ) “Administrator” means the Ad­
ministrator of Veterans Affairs, or any 
employee of the Veterans Administration 
authorized by him to act in his stead.

Ob) “Date of first uncured default” 
means the due date of the earliest pay­
ment not fully satisfied by the proper 
application or available credits or de­
posits.

(c) “Default” means failure of a bor­
rower to comply with the terms of a loan 
agreement.

(d ) “Guaranty” means the obligation 
of the United States, assumed by virtue

FEDERAL REGISTER, V O L  36, N O . 18— WEDNESDAY, JANUARY 27, 1971



1254

of 38 U.S.C. 1819, to repay a specified 
percentage of a loan upon default of the 
primary debtor, which guaranty payment 
shall be made after liquidation of the 
security for the loan and an accounting 
with the Administrator.

(e) “Holder” means the lender or any 
subsequent assignee or transferee of the 
guaranteed obligation.

(f ) “Indebtedness” means the unpaid 
principal and interest plus any other 
amounts allowable under the terms of a 
loan including those authorized by 
statute and consistent with the § 36.4200 
series, which have been paid and debited 
to the loan account. Unpaid late charges 
may not be included in the indebtedness.

(g) “Lender” means the payee or as­
signee or transferee of an obligation at 
the time it is guaranteed.

(h ) “Lien” means any interest in, or 
power over, real or personal property, 
reserved by the vendor, or created by the 
parties or by operation of law, chiefly or 
solely for the purpose of assuring the 
payment of the purchase price, or a debt, 
and irrespective of the identity erf the 
party in whom title to the property is 
vested, including but not limited to mort­
gages, deeds with a defeasance therein or 
collaterally, deeds of trust, security deeds, 
security instruments, mechanics’ liens, 
lease-purchase contracts, conditional 
sales contracts, consignments.

(i) “Loan” means unpaid principal 
balance plus unpaid earned interest due 
under the terms of the obligation.

(j )  “Lot” means a parcel of land ac­
ceptable to the Administrator as a mo­
bile home site.

(k) “Manufacturer’s invoice cost” 
means that figure shown on a document 
acceptable in form and content to the 
Administrator issued by the manufac­
turer which represents the wholesale 
price of a specifically identified mobile 
home including any furnishings, equip­
ment and accessories installed by the 
manufacturer, which document is certi­
fied as the true manufacturer’s invoice 
for that particular mobile home and 
which separately states the amount of 
freight or transportation costs charged 
to the dealer, if any.

(l) “Maximum home loan guaranty 
entitlement” means for the purposes of 
38 U.S.C. 1819, evidence of the fact that 
a  veteran has “maximum home loan 
guaranty entitlement” available for use 
shall be a Certificate of Eligibility show­
ing he has $12,500 available for real 
estate purposes in the column headed 
“1810”.

(m) “Mobile home” means a moveable 
dwelling unit designed and constructed 
for year around occupancy on land by a 
single family, which dwelling unit con­
tains permanent eating, cooking, sleep­
ing and sanitary facilities.

(n) “Necessary site preparation” 
means those improvements essential to 
render a mobile home site acceptable to 
the Administrator including, but not lim­
ited to, the installation of utility con­
nections, sanitary facilities and paving, 
and the construction of a suitable pad.

(o) “New mobile home” means a mo­
bile home which, at the time of purchase
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by the veteran-borrower, has not been 
previously occupied.

(p) “Reasonable value” means that 
figure which represents the amount a 
reputable and qualified appraiser, unaf­
fected by personal interest, bias, or prej­
udice, would recommend to a prospec­
tive purchaser as a proper price or cost 
in the light of prevailing conditions.

(q) “Repossession—r e p o s s e s s e d ” 
means recovery or acquisition of such 
physical control of property (pursuant to 
the provisions of the security instrument 
or as otherwise provided by law ). as to 
make further legal or other action un­
necessary in order to obtain actual pos­
session of the property or to dispose of 
the same by sale or otherwise.

(r) “Resale” means sale of the prop­
erty by the holder to a third party for 
the purpose of liquidating the security 
for the loan after having acquired the 
property by repossession, public or pri­
vate sale, or by any other means.

(s) “Used mobile home” means a mo­
bile home which is the security for a prior 
loan guaranteed, insured or made by the 
Veterans’ Administration or by another 
Federal agency.
§ 36.4203 Eligibility of the veteran for 

the mobile home loan benefit under 
38 U.S.C. 1819.

(a ) To be eligible for the mobile home 
loan benefit a veteran must have maxi­
mum home loan guaranty entitlement 
of $12,500 available for use. Such maxi­
mum home loan guaranty entitlement 
may consist, in whole or in part, of re­
stored entitlement. Entitlement used to 
obtain a mobile home loan may be re­
stored a single time provided the first 
loan has been repaid in full.

(b) Use of the mobile home loan guar­
anty benefit shall preclude the use of any 
home loan guaranty entitlement under 
any other section of chapter 37, title 38, 
United States Code until the mobile 
home loan has been paid in full.
§ 36.4204 Maximum loan amounts and 

term.
(a ) Maximum permissible loan 

amounts and term shall not exceed:
(1) $10,000 for 12 years and 32 days 

in the case of a loan covering the pur­
chase of a mobile home only.

(2) $10,000 for 12 years and 32 days 
in the case of a loan covering the pur­
chase of a mobile home plus such addi­
tional amount as determined by the Ad­
ministrator to be appropriate to cover 
the cost necessary for site preparation 
where the veteran owns the lot.

(3) $15,000 (but not to exceed $10,000 
for the mobile home and not to exceed 
$5,000 for an undeveloped lot) for 15 
years and 32 days in the case of a loan 
covering the purchase of a mobile home 
and an undeveloped lot on which to place 
such home plus such additional amount 
as determined by the Administrator to 
be appropriate to cover the cost of neces­
sary site preparation.

(4) $17,500 (but not to exceed $10,000 
for the mobile home and not to exceed 
$7,500 for a suitably developed lot) for 
15 years and 32 days in the case of a 
loan covering the purchase of a mobile

home and a suitably developed lot on 
which to place such home.

(b ) Subject to the maximum loan 
amounts in paragraph (a ) of this section 
the loan amount in an individual case 
shall not exceed the following:

(1) In the case of a loan to purchase 
a new mobile home unit only, the loan 
amount shall not exceed the sum of the 
following:

(1) 120 percent of the figure produced 
by the following computation: Subtract 
from the manufacturer’s invoice cost the 
manufacturer’s invoice cost of any com­
ponents (furnishings, accessories, equip­
ment) removed from the unit by the 
dealer. To the remainder add the dealer’s 
cost for any components added by such 
dealer. The sum so obtained shall be the 
figure to be multiplied by the specified 
percentage.

(ii) 100 percent of the actual amount 
of fees and charges permitted in 
§ 36.4232 but not in excess of the 
specified maximums.

(2) In the case of a loan to purchase a 
new mobile home unit plus the cost of 
necessary site preparation where the 
veteran owns the lot, the loan amount 
shall be limited to the amount determined 
in subparagraph (1) of this paragraph 
plus such costs of necessary site prepara­
tion as are approved by the Adminis­
trator.

(3) In the case of a loan to purchase a 
new mobile home unit plus the purchase 
of an undeveloped lot on which to place 
such home plus the cost of necessary site 
preparation, the loan amount shall be 
limited to the amount determined in sub­
paragraph (1) of this paragraph plus 
the reasonable value of the undeveloped 
lot as determined by the Administrator 
plus such costs of necessary site prepara­
tion as are approved by the Ad­
ministrator.

(4) In the case of a loan to purchase 
a new mobile home unit plus the cost of 
a suitably developed lot on which to 
place such home, the loan amount shall 
be limited to the amount determined in 
subparagraph (1) of this paragraph plus 
the reasonable value of the developed lot 
as determined by the Administrator.

(c) The cost of the transaction which 
will not be paid from the proceeds of the 
loan must be paid by the veteran in cash 
from his own resources. Closing costs 
and prepaid items incident to the real 
estate portion of any mobile home must 
be paid in cash and may not be included 
in the loan amount.
§ 36.4205 Computation of guaranty.

(a ) The amount of the guaranty in 
respect to a loan guaranteed under 38 
U.S.C. 1819 shall be thirty (30) percent 
of the loan. The amount of the guaranty 
is reduced or increased pro rata with 
any reduction or increase in the amount 
pi the guaranteed loan.

Ob) Any evidence of guaranty issued 
by the Administrator in respect to such 
loan shall be conclusive evidence of the 
eligibility of the loan for guaranty and 
of the amount of such guaranty: Pro­
vided,> however, That the Administrator
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may establish against the original lend­
er defenses based on fraud or material 
misrepresentation and that the Admin­
istrator may by regulations in force at 
the date of such issuance establish par­
tial defenses to the amount payable on 
the guaranty.
§ 36.4206 Income, credit, and occu­

pancy requirements.
No loan shall be guaranteed under 38 

U.S.C. 1819 unless:
(a) The terms of repayment bear a 

proper relationship to the veteran’s 
present and anticipated income and ex­
penses, and the veteran is a satisfactory 
credit risk, taking into account the pur­
pose of this program to make available 
lower cost housing to low and lower in­
come veterans, especially those who have 
been recently discharged or released 
from active military, naval, or air serv­
ice, who may not have previously estab­
lished credit ratings.

(b) The veteran certifies, in such form 
as the Administrator shall prescribe, 
that he will personally occupy the prop­
erty as his home. For the purposes of 
this section, the words “personally oc­
cupy the property as his home” mean 
that the veteran as of the date of his 
certification actually lives in the prop­
erty personally as his residence or act­
ually intends upon completion of the 
loan and acquisition of the mobile home 
to move into the home personally with­
in a reasonable time and to utilize the 
home as his residence.
§ 36.4207 Mobile home standards.

To qualify for purchase with a guar­
anteed loan a mobile home must

(a) Be a minimum of forty (40) feet 
long and ten (10) feet wide having a 
minimum area of at least four hundred 
(400) square feet or be a module or mod­
ules having a minimum area of at least 
four hundred (400) square feet;

(b) Be so constructed as to be towed 
on its own chassis and undercarriage 
and/or independent undercarriage;

(c) Contain living facilities for year 
around occupancy by one family, in­
cluding permanent provisions for heat, 
sleeping, cooking, and sanitation; and

(d) Comply with the specifications in 
effect at the time the loan is made that 
are prescribed in mobile home standard 
No. A 119.1, as approved by the Ameri­
can National Standards Institute (for­
merly the United States of America In­
stitute, Inc.).
§ 36.4208 Mobile home location stand­

ards.
(a) Any rental site on which a mobile 

home to be purchased with a guaranteed 
loan will be placed must qualify as an 
acceptable rental site as follows:

(1) Be located within a mobile home 
Park or subdivision which is acceptable 
to the Veterans Administration; or

(2) Be a site which is not within a mo­
bile home park or subdivision provided 
that (i) the site is determined by the 
veterans Administration to be an accept- 
able rental site, or (ii) in the absence 
°f a determination by the Veterans Ad- 
mhiistration in respect to such site the

mobile home purchaser and the dealer 
certify to the Administrator as follows:

(o) Placement of the mobile home on 
the site or lot is not a violation of zon­
ing laws or other local requirements ap­
plicable to mobile homes;

(b) The site or lot is served by water 
and sanitary facilities which are ap­
proved by the local public authority and 
which are acceptable to the Veterans 
Administration;

(c) The site or lot is served by an all- 
weather street or road;

(d) The site or lot is not known to be 
subject to conditions that may be hazard­
ous to the health or safety of the mobile 
home occupants or that may endanger 
the mobile home; and

(e) The site is free from, and the loca­
tion of the mobile home thereon will not 
substantially contribute to, adverse 
scenic or environmental conditions.

(b) No mobile home purchased with a 
guaranteed loan may be placed on a lot 
owned by an eligible veteran or on a 
lot to be purchased or improved with the 
proceeds of a guaranteed mobile home 
loan unless the lot owned or to be so 
purchased or improved is determined by 
the Veterans Administration to be an 
acceptable mobile home site.

(c) A  mobile home park or subdivi­
sion which is not approved by the Fed­
eral Housing Administration will be ac­
ceptable to the Veterans Administration 
for the purpose of 38 U.S.C. 1819 if the 
Administrator determines that the park 
or subdivision, whether existing or pro­
posed, (1) is designed to encourage the 
maintenance and development of mobile 
home sites which will be free from, and 
not substantially contribute to, adverse 
scenic and environmental conditions, 
and (2) complies otherwise with the ap­
plicable standards for planning, con­
struction, and general acceptability 
prescribed by the Administrator.
§ 36.4209 Reporting requirements.

(a ) Each loan proposed for guaranty 
under 38 U.S.C. 1819 shall, unless other­
wise provided in the § 36.4200 series, be 
submitted to the Administrator for ap­
proval prior to closing. The Adminis­
trator upon determining any such pro­
posed loan to be eligible for guaranty 
will issue a certificate of commitment

(b ) Except as provided in paragraph
(c) of this section, a certificate of com­
mitment shall entitle the holder to the 
issuance of the evidence of guaranty 
upon the ultimate actual payment of the 
full proceeds of the loan for the purposes 
described in the original report and upon 
the submission within 30 days thereafter 
of a supplemental report showing such 
fact and:

(1) That the loan conforms to the 
terms of the certificate of commitment;

(2) The identity of all property pur­
chased therewith;

(3) That all property purchased with 
the proceeds of the loan has been en­
cumbered as required by the § 36.4200 
series;

(4) In respect to any property pur­
chased with the loan proceeds as to 
which the Administrator issued a certifi­

cate of reasonable value which was 
conditioned upon completion of any con­
struction, repairs, alterations or im­
provements not inspected and approved 
subsequent to completion by a compli­
ance inspector designated by the Admin­
istrator that such construction, repairs, 
alterations or improvements have been 
completed according to the plans and 
specifications upon which such reason­
able value was based; and

(5) That the loan conforms otherwise 
to the applicable provisions of 38 U.S.C. 
1819 and the § 36.4200 series.

(c) A  deviation of more than five (5) 
percent between the estimates upon 
which the certificate of commitment 
was issued and the report of final pay­
ment of the proceeds of the loan, or a 
change in the identity of the property 
acquired by the veteran with the loan 
proceeds will invalidate the certificate 
of commitment, unless such deviation or 
change is approved by the Administrator.

(d) Upon the failure of the lender to 
report in accordance with paragraph
(b) of this section, the certificate of 
commitment shall have no further effect; 
Provided, nevertheless, That if the loan 
otherwise meets the requirements of this 
section, said certificate of commitment 
may be given effect by the Administrator, 
notwithstanding the report is received 
after the date otherwise required.

(e) A  Certificate of Guaranty will be 
issued on the basis of the loan stated in 
the certification of loan disbursement 
provided the loan is otherwise eligible.

(f) Any amount of the loan that is 
disbursed for an ineligible purpose shall 
be excluded in computing the amount of 
guaranty.
§ 36.4210 Joint loans.

The joinder of the spouse of a veteran- 
borrower in the ownership of the prop­
erty purchased with the loan proceeds 
shall not preclude issuance of guaranty 
based upon the entire amount of the 
loan. The amount or percentage of 
guaranty may not, however, be increased 
beyond the 30 percent maximum by 
reason of such spouse’s eligibility for the 
mobile home loan benefit or by the join­
der in ownership of the property of more 
than one eligible veteran.
§ 36.4211 Amortization— prepayment.

(a ) To be eligible for guaranty under 
38 U.S.C. 1819 a loan shall be amortized 
fully within the term of the loan in ac­
cordance with any generally recognized 
plan of amortization requiring approxi­
mately equal monthly payments. The 
loan shall not be payable on demand or 
at sight or presentation, or at a time not 
specified or computable from the lan­
guage in the evidence of indebtedness, or 
on a renewal basis at the option of the 
holder. The first payment may be de­
ferred not longer than 2 months from 
the date the loan is closed.

(b ) No guaranteed loan security in­
strument shall contain any provision 
giving the holder a right to declare the 
loan due or otherwise to declare a default 
if the holder “shall feel insecure” or upon 
the occurrence of any similar condition
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at the holder’s option, without regard to 
any act or omission by the debtor.

(c) The debtor shall have the right, 
without penalty or fee, to prepay all or 
not less than one installment of the in­
debtedness at any time. Credit for any 
partial prepayment made on other than 
an installment due date may be post­
poned to the next installment due date. 
The holder and the debtor may' agree 
at any time that any prepayment not 
previously applied in satisfaction of ma­
tured installments shall be reapplied for 
the purpose of curing or preventing any 
subsequent default. Any prepayment in 
full of the indebtedness (unpaid prin­
cipal balance plus earned interest) shall 
be credited on the date received. In de­
termining the amount required to pre­
pay the indebtedness in full the holder 
of the loan shall exclude all unearned 
interest or discount.

(d ) Subject to paragraph (a ) of this 
section any amounts which under the 
terms of a loan do not become due and 
payable on or before the last maturity 
date permissible for loans of its class 
under the limitations contained in 
§ 36.4204 shall automatically fall due on 
such date.
§ 36.4212 Interest rates and late charges.

(a ) The interest rate charged the bor­
rower on a loan guaranteed pursuant to 
38 U.S.C. 1819 may not exceed the fol­
lowing maxima:

(1) 10.75 percent simple interest per 
annum for that portion of the loan which 
finances the purchase of a mobile home 
unit.

(2) 7.50 percent simple interest per 
annum for that portion of the loan which 
finances the purchase of a lot and the 
cost of necessary site preparation, if any.

(3) 7.50 percent simple interest per 
annum on that portion of a loan which 
will finance the cost of the site prepara­
tion necessary to make a lot owned by 
the veteran acceptable as the site for the 
mobile home purchased with the pro­
ceeds of the loan except that a rate of 
not to exceed 10.75 percent may be 
charged if the portion of the loan to 
pay for the cost of such necessary site 
preparation does not exceed $2,500.

(b ) The rate of interest in instruments 
securing the indebtedness for all loans 
may be expressed in terms of add-on 
or discount provided the rate as so com­
puted does not exceed the applicable 
maximum simple interest rate(s) speci­
fied in paragraph (a ) of this section.

(c) A  late charge not in excess of an 
amount equal to 4 percent of any install­
ment paid more than 15 days after due 
date shall not be considered a violation 
of the interest rate limitations specified 
in paragraph (a ) of this section. Late 
charges must be collected from the bor­
rower as such and may not be deducted 
from regular installments.
§ 36.4213 Capacity o f parties.

Nothing in the § 36.4200 series shall be 
construed to relieve any lender of re­
sponsibility for any loss caused by lack 
of legal capacity of any person to con­
tract, sell, convey or encumber, or by the
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existence of other legal disability or 
defects invalidating or1 rendering unen­
forceable in whole or in part either the 
loan obligation or the security therefor.
§36.4214 Geographical limits.

The site for any mobile home pur­
chased with a guaranteed loan must be 
located within the United States of 
America, which for the purposes of 38 
U.S.C. 1819 comprises the several States, 
the Territories and possessions4 of the 
United States, the District of Columbia 
and the Commonwealth of Puerto Rico.
§ 36.4215 Accounting records.

(a) The holder shall maintain a record 
of the amounts of payments received on 
the obligation and disbursements charge­
able thereto and the dates thereof. This 
record shall be maintained until the Ad­
ministrator ceases to be liable as guar­
antor of the loan. For the purpose of any 
accounting with the Administrator or 
computation of claim against him, any 
holder who fails to maintain such record 
shall be presumed to have received on 
the dates due all sums which by the 
terms of the contract are payable prior 
to date of claim, and the burden of going 
forward with evidence and of ultimate 
proof of the contrary shall be on such 
holder.

(b) The Administrator has the right 
to inspect, examine, or audit, at a rea­
sonable time and place, the records or 
accounts of a holder pertaining to loans 
guaranteed by the Administrator.
§ 36.4216 Disqualification of lenders.

(a) A lender or holder may be sus­
pended from obtaining guaranty of loans 
or from the right to the guaranty in re­
spect to any loan made or purchased 
after the date of its suspension, except 
as provided in paragraph (h) of this sec­
tion, whenever any of the employees des­
ignated in § 36.4221(b) finds that the 
lender or holder (hereinafter referred 
to as lender) has failed to maintain ade­
quate loan accounting records, or to 
demonstrate proper ability to service 
loans adequately, or to exercise proper 
credit judgment, or has declined to make 
a guaranteed mobile home loan to ah 
eligible veteran because of the applicant’s 
race, color, religion, or national origin, 
or has willfully or negligently engaged in. 
practices otherwise detrimental to the 
interests of veterans or of the Govern­
ment, or has been refused the benefits of 
participation under the National Hous­
ing Act pursuant to a determination of 
the Federal Housing Commissioner under 
section 512 of that Act. Suspension of a 
lender shall be effected only when spe­
cifically authorized by the Administra­
tor, the Deputy Administrator, or by the 
Chief Benefits Director, Department of 
Veterans Benefits. In any case in which 
suspension has been so authorized and
(1) an indictment has been secured or a 
criminal information has been filed 
against the lender in connection .with 
a transaction involving 38 U.S.C. 1819, 
or (2) is based upon action taken by the 
Federal Housing Commissioner, an im­
mediate suspension may be effected. In

any other case hi which the Director of a 
regional office has obtained Central Office 
authorization to initiate suspension pro­
ceedings, prior written notice of inten­
tion to apply the suspension sanction 
shall be furnished to the lender 
concerned.

(b) Where notice of intention to sus­
pend is furnished a lender, the notice 
shall state the charges against the lender 
and the specifications on which the 
charges are based. Such notice shall also 
advise the lender that no later than 20 
days from the date of the receipt of the 
notice it may file written answer to the 
charges with the Director and, if de­
sired, may also file a written request 
that lender be permitted to appear be­
fore the Veterans Administration and 
state why suspension should not be ef­
fected. In the event the lender does not 
file written answer to the charges against 
it and does not make or request permis­
sion to make an appearance before the 
Veterans Administration within the time 
specified, suspension may be effected im­
mediately, without further authorization, 
by the Director who will advise the Chief 
Benefits Director of the action taken.

(c) If an appearance before the Vet­
erans Administration is requested by the 
lender, the Director will arrange for and 
notify the lender of the time and place 
thereof and will appoint a committee of 
three Veterans Administration employees 
to hear the lender’s statement. The Chief 
Attorney or his designee will represent 
the Veterans Administration at such ap­
pearance. The proceedings of the com­
mittee will be informal. The lender will 
be informed of the charges and specifi­
cations which constitute the basis of the 
contemplated suspension and will be af­
forded an opportunity to state either 
orally or in writing why suspension 
should not be effected. Written or oral 
statements of the lender, or its officers, 
agents, or representatives other than 
counsel may be required by said Chief 
Attorney or his designee to be made un­
der oath if in his discretion the nature 
of the statement is such as to ipake that 
procedure advisable. In the event an oral 
statement is made under oath, a ver­
batim transcript of such statement will 
be made. Authority is hereby delegated 
to the Chief Attorney or his designee to 
administer oaths to each party making 
the statement under oath.

(d) If  within the specified time, writ­
ten answer is filed with the Director or 
the lender makes an appearance, the 
Director will hold the suspension in abey­
ance and submit a full report to the 
Chief Benefits Director including recom­
mendations as to the action to be taken 
in the case and will await instructions of 
the Chief Benefits Director before pro­
ceeding further.

(e) Where suspension is effected, the 
lender will be advised in writing of the 
effective date of the suspension and, un­
less such was previously furnished, will 
be given written notice of the charges 
against the lender and the specifications 
on which such charges are based. Any 
lender who is suspended shall have the
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right to apply to the Chief Benefits Di­
rector for termination or modification of 
the suspension and, except when the 
suspension is based upon action taken 
by the Federal Housing Commissioner, 
shall also have the right to apply to the 
Chief Benefits Director for a formal 
hearing at which opportunity shall be af­
forded to show why suspension should be 
modified or terminated. The Chief Bene­
fits Director may postpone the holding 
of a hearing for a reasonable period in 
any case in which the Department of 
Justice or U.S. attorney advises or re­
quests postponement pending the trial of 
a criminal or civil case or the institution 
of criminal or civil proceedings against 
the lender. In the absence of such re­
quest, the Chief Benefits Director, as 
soon as he may deem it feasible to do so, 
shall designate such time and place as he 
may deem appropriate for such hearing, 
shall notify the lender thereof, and shall 
appoint not less than three persons, who 
shall constitute the board, to conduct the 
hearing. The Chief Attorney or his de­
signee shall represent the Veterans’ Ad­
ministration. Authority is hereby dele­
gated to the chairman of the board des­
ignated to conduct such hearing to ad­
minister oaths to witnesses. The Director 
may issue subpenas for "witnesses or 
records as provided in 38 U.S.C. 3311. 
The lender shall have the right to ap­
pear at such hearing in person or by at­
torney, or both, and to introduce evi­
dence showing why such suspension 
should be modified or terminated. If the 
Veterans’ Administration has knowledge 
of a pending or contemplated civil or 
criminal action by the United States 
against the lender, arising from the facts 
on which the suspension of the lender 
was based, the Chief Attorney of the re­
gional office concerned will inform the 
responsible U.S. attorney of the date and 
place of hearing and keep him advised of 
all developments.

(f) As soon as is practicable after the 
conclusion of the hearing, the board will 
inake findings of fact and recommenda­
tions in writing to the Chief Benefits 
Director. The lender will be furnished 
with a transcript of the hearing and with 
a statement of the board’s findings of 
fact. The lender shall have the right 
within 14 days after receipt of such 
transcript and statement to file with the 
Chief Benefits Director a brief of either, 
or both, facts and law.

(g) Upon receipt of the transcript of 
the hearing, the findings and recom­
mendations of the board, and the brief 
of the lender, if one is filed, the Chief 
Benefits Director shall make a determi­
nation in the case, basing his action on 
such record. Written notice of such de­
termination shall be given to the lender, 
i he lender shall have the right to appeal 
such decision to the Administrator by 
gmng notice in writing to the Chief 
Benefits Director within 10 days after 
tne receipt of notice of such determina-

the event of such appeal, the 
^"flfristrator will decide the matter 
ip«* on record and will notify the 
ender of his decision in writing. If the 
ehder does not appeal to the Admin­

istrator within the period specified, the 
determination by the Chief Benefits Di­
rector shall be final.

(h ) Except where acquisition is pur­
suant to a binding contract antedating 
the suspension, the purchase of a guar­
anteed loan by a. lender after the date of 
its suspension shall cancel the guaranty 
on such loan: Provided, The notice to the 
lender of the suspension expressly bars 
such lender from acquiring by purchase 
loans guaranteed by the Administrator.

(i) If after determination by the Chief 
Benefits Director or the Administrator, 
as provided in paragraph (g) of this sec­
tion, the suspension is terminated, all 
rights and interest of the lender shall be 
restored. However, any lender suspended 
by reason of action taken by the Federal 
Housing Commissioner is not afforded 
the rights under paragraph (g) of this 
section and the suspension in any such 
case will be terminated by the Chief 
Benefits Director only if the lender fur­
nishes satisfactory evidence of his rein­
statement by the Federal Housing Com­
missioner.
§ 36.4217 Delivery of notice.

Any notice required by the § 36.4200 
series to be given the Administrator must 
be in writing, and delivered, by mail or 
otherwise, to the Veterans Administra­
tion office at which the guaranty was 
issued, or to any changed address of 
which the holder has been giyen notice. 
Such notice must plainly identify the 
case by the setting forth the name of the 
original veteran-obligor and the file 
number assigned to the case by the Ad­
ministrator, if available, or otherwise the 
name and serial number of the veteran. 
I f  mailed, the notice shall be by certified 
mail when so provided by the i 36.4200 
series. This section does not apply to 
legal process. (See § 36.4282.)
§ 36.4218 Payment in fu ll; termination 

o f guaranty.
Upon full satisfaction of a guaranteed 

loan by payment or otherwise the instru­
ment evidencing the guaranty shall be 
returned to the Veterans Administration 
office issuing the same with the holder’s 
cancellation or endorsement of release 
thereon,
§36.4219 Incorporation by reference.

Veterans Administration regulations 
issued under 38 U.S.C. 1819, and in effect 
on the date of any loan which is sub­
mitted and accepted or approved for a 
guaranty thereunder, shall govern the 
rights, duties, and liabilities of the par­
ties to such loan and any provisions of 
the loan instruments inconsistent with 
such regulations are hereby amended and 
supplemented to conform therto.
§ 36.4220 Substantive and procedural 

requirements ; waiver.
(a ) Notwithstanding any require­

ment, condition, or limitation stated in 
or imposed by the regulations concerning 
the guaranty of mobile home loans to 
veterans, the Chief Benefits Director, or 
the Director, Loan Guaranty Service, 
within the limitations and conditions 
prescribed by the Administrator, is

hereby authorized, if he finds the inter­
ests of the Government are not adversely 
affected, to relieve undue prejudice to a 
debtor, holder, or other person, which 
might otherwise result, provided no such 
action may be taken which would impair 
the vested rights of any person affected 
thereby. If  such requirement, condition, 
or limitation is of an administrative or 
procedural (not substantive) nature, any 
employee designated in § 36.4221 is 
hereby authorized to grant similar relief 
if he finds the failure or error of the 
lender was due to misunderstanding or 
mistake and that the interests of the 
Government are not adversely affected. 
Provisions of the regulations considered 
to be of an administrative or procedural 
(nonsubstantive) nature are limited to 
the following:

(1) The requirement in § 36.4209 that 
a lender originating a loan under a cer­
tificate of commitment report the loan 
for issuance of guaranty evidence within 
30 days following actual payment of the 
full proceeds of the loan. In such cases it 
is not necessary that a finding be made 
that the loan is not in default.

(2) The requirement in § 36.4279 that 
a holder promptly forward an advice of 
the terms of any agreement effecting a 
reamortization or extension of a loan.

(3) The requirement in § 36.4280 con­
cerning the giving of notice of default.

(4) The requirement in § 36.4280 that 
a holder give 30 days advance notice of 
its intention to foreclose or repossess the 
security.

(5) The requirement in § 36.4282 that 
a holder give notice of repossession of 
personal property within 10 days after 
such repossession has occurred.

(b) No waiver, consent, or approval 
required or authorized by the regulations 
concerning guaranty of loans to veterans 
shall be valid unless in writing signed by 
the Administrator or the employee des­
ignated in § 36.4221.
§ 36.4221 Delegation o f authority.

(a ) Except as hereinafter provided, 
each employee of the Veterans Admin­
istration heretofore or hereafter ap­
pointed to, or lawfully filling, any posi­
tion designated in paragraph (b) of this 
section is hereby delegated authority, 
within the limitations and conditions 
prescribed by law, to exercise the powers 
and functions of the Administrator with 
respect to the guaranty of mobile home 
loans and the rights and liabilities aris­
ing therefrom, including but not limited 
to the adjudication and allowance, dis­
allowance, and compromise of claims: 
the collection or compromise of amounts 
due, in money or other property; the ex­
tension, rearrangement, or acquisition of 
loans; the management and disposition 
of secured and unsecured notes and other 
property; and those functions expressly 
or impliedly embraced within paragraphs 
(2) to (6), inclusive, of 38 U.S.C. 1820(a). 
Incidental to the exercise and perform­
ance of the powers and functions hereby 
delegated, each such employee is au- ; 
thorized to execute and deliver (with or ■ 
without acknowledgment) for, and on 
behalf of, the Administrator, evidence of j
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guaranty and such certificates, forms, 
conveyances, and other instruments as 
may be appropriate in connection with 
the acquisition, ownership, management, 
sale, transfer, assignment, encumbrance, 
rental, or other disposition of real or 
personal property, or .of any right, title, 
or interest therein, including, but not 
limited to, contracts of sale, installment 
contracts, deeds, leases, bills of sale, as­
signments, and releases; and to approve 
disbursements to be made for any pur­
pose authorized by 38 U.S.C. chapter 37.

( b )  D e s ig n a t e d  p o s it io n s :

Chief, Benefits Director.
Director, Loan Guaranty Service.
Director, Regional Office.
Director, Veterans Benefits Office (Wash­

ington, D.C.).
Loan Guaranty Officer.
Assistant Loan Guaranty Officer.

The authority hereby delegated to em­
ployees of the positions designated in this 
paragraph may, with the approval of the 
Chief Benefits Director, be redelegated.

(c) Nothing in this section shall be 
construed (1) to authorize any such em­
ployee to excercise the authority vested 
in the Administrator under 38 U.S.C. 210
(c) or 1815(b) or to sue, or enter appear­
ance for and on behalf of the Adminis­
trator, or confess judgment against him 
in any court without his prior author­
ization; or (2) to include the authority 
to exercise those powers delegated to the 
Chief Benefits Director, or the Director, 
Loan Guaranty Service, under § 36.4220: 
Provided, That anything in the regula­
tions concerning guaranty of loans to 
veterans to the contrary notwithstand­
ing, any evidence of guaranty issued on 
or after the effective date of the § 36.4200 
series by any of the employees designated 
in paragraph (b ) of this section or by 
any employee designated an authorized 
agent or a loan guaranty agent shall be 
deemed to have been issued by the Ad­
ministrator, subject to the defenses re­
served in 38 U.S.C. 1821.
§ 36.4222 Hazard insurance.

The holder shall require insurance 
policies to be procured and maintained 
in an amount sufficient to protect the 
security against the risks or hazards to 
which it may be subjected to the ex­
tent customary in the locality. All moneys 
received under such policies covering 
payment of insured losses shall be applied 
to restoration of the security or to the 
loan balance.

F in a n c in g  M o bile  H om e U n it s  

§ 36.4231 Manufacturers warranty.
(a ) When a new mobile home pur­

chased with financing guaranteed under 
38 U.S.Ç. 1819 is delivered to the veteran- 
borrower he will be supplied a written 
warranty by the manufacturer in the 
form and content prescribed by the Ad­
ministrator. Such warranty shall be in 
addition to, and not in derogation of, all 
other rights and privileges which such 
purchaser or owner may have under any 
other law or instrument, and the war­
ranty instrument will so provide. No evi­
dence of guaranty shall be issued by the 
Administrator unless a copy of such war­

ranty duly receipted by the purchaser is 
submitted with the loan papers.

(b) The Administrator may from time 
to time conduct inspection of the manu­
facturing process of mobile homes con­
structed for sale to veterans and onsite 
inspections of mobile homes purchased 
with the assistance of loans guaranteed 
under 38 U.S.C. 1819.
§ 36.4232 Allowable fees and charges; 

mobile home unit.
(a ) Incident to the origination of a 

guaranteed loan for the purchase of a 
mobile home unit only, no charge shall 
be made against, or paid by, the veteran- 
borrower without the express prior ap­
proval of the Administrator except as 
follows:

(1) Actual fees or charges for required 
recordation of documents.

(2) The amount of any documentary 
stamp taxes levied on the transaction.

(3) The amount of State and local 
taxes levied on the transaction.

(4) The premium for customary phys­
ical damage insurance and vendor’s 
single interest coverage on the mobile 
home for an initial policy term of not 
to exceed five (5) years.

(5) The actual cost of transportation 
or freight not to exceed $400.

(6) Set-up charges for installing the 
mobile home on site, not to exceed $200.

(b) Any charge against the borrower 
properly made under paragraph (a ) of 
this section may be included in the loan 
and paid out of the proceeds of the loan, 
if such inclusion does not increase the 
amount of the loan to more than the 
maximum amount allowable under 
§ 36.4204.

(c) Costs of a credit report, such ad­
ditional insurance as the veteran may 
desire, and any other expenses normal­
ly charged to a mobile home purchaser 
under local customs may be paid by the 
borrower other than from the loan 
proceeds.
§ 36.4233 Suspension of manufacturers.

(a ) The Administrator may refuse to 
guarantee loans (1) in respect to any 
mobile homes constructed by any manu­
facturer who refuses to permit the in­
spections provided for in § 36.4231, or
(2) in respect to any mobile homes con­
structed by a manufacturer as to whose 
mobile homes the Administrator has 
made a determination of nonconformity 
to the structural standards prescribed in 
§ 36.4207, or (3) in respect to any mobile 
homes constructed by a manufacturer 
who fails or is unable to discharge his 
obligations under the warranty required 
by the regulations in the § 36.4200 series 
to be issued by such manufacturer.

(b) Any manufacturer affected by 
such refusal to guarantee loans shall 
have the right within 10 days after re­
ceipt of written notice of such refusal 
to file with the Administrator, by reg­
istered mail, a request for a hearing. 
Upon receipt of such request, the Chief 
Benefits Director shall, as promptly as 
he deems it feasible to do so, designate 
a time and place as he deems appropri­
ate for such hearing and shall appoint 
one or more persons who shall constitute

a board to conduct the hearing. The per­
son or persons requesting such hearing 
shall be afforded full opportunity to 
appear at the hearing in person, or by 
counsel, or both, and to introduce evi­
dence showing why the sanction should 
be terminated or modified. Authority is 
hereby granted to the persons designated 
to conduct the hearing to administer 
oaths to witnesses.

(c) As soon as is practicable after con­
clusion of the hearing, the board will 
make findings of fact and recommenda­
tions in writing to the Chief Benefits 
Director. The person requesting the 
hearing will be furnished with a tran­
script of the hearing and with a state­
ment of the board’s findings of fact. Such 
person shall have the right within 14 
days after receipt of such copy to file 
with the Chief Benefits Director a brief 
of either, or both, facts and law.

(d) Upon receipt of the findings and 
recommendations of the hearing board 
and the brief of the person requesting 
the hearing, if a brief is filed, the Chief 
Benefits Director shall make a determi­
nation in the case; i.e., whether the re­
fusal to guarantee or make loans as 
originally imposed is continued, modi­
fied, or terminated, and what terms or 
conditions, if any, are imposed for termi­
nation or modification. Notice of such 
determination shall be given to the per­
son requesting the hearing. Such person 
shall have the right to appeal such de­
cision to the Administrator within 30 
days after the date of receipt of such 
notice. In the event of an appeal, the 
Administrator will decide the matter 
finally and will notify the person who 
filed the appeal of his decision.
§ 36.4234 Tide and lien requirements.

(a) The interest in the mobile home 
acquired by the veteran at the time of 
his purchase shall be either:

(1) Legal title evidenced by such 
document as is customarily issued to the 
purchaser of a mobile home in the juris­
diction in which the mobile home is ini-
tially sited, or

(2) A full possessory interest convert­
ible into a legal title conforming to sub- 
paragraph (1) of this paragraph upon 
payment in full of the guaranteed loan.

(b) The loan must be secured by a 
properly recorded financing statement 
and security agreement or other security

fV ro t /»rhd fo e  Q flT fif. 11PTÌ O il Of

equivalent security interest in the mo­
bile home and all of the furnishings, 
equipment, and accessories paid for in 
whole or in part out of the loan proceeds.

(c) It is the responsibility of the lend­
er that the veteran initially obtains an 
interest in the mobile home meeting the 
requirements of paragraph (a) of this 
section and to obtain and retain a se­
curity interest meeting the requirements 
of paragraph (b) of this section.

* § 36.4235 Suspension of dealers and 
mobile home park operators.

(a ) The Administrator may refuse to 
approve as acceptable any site in a nio- 
bile home park or subdivision owned or 
operated by any person whose rental or 
sale methods, procedures, requirements,
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or practices are determined by the Ad­
ministrator to be unfair or prejudicial 
to veterans renting or purchasing such 
sites. The Administrator may also re­
fuse to guarantee loans for veterans to 
purchase mobile homes offered for sale 
by any dealer if substantial deficiencies 
have been discovered in such homes, or 
if he determines that there has been a 
failure or indicated inability of the 
dealer to discharge contractual liabilities 
to veterans, or that the type of contract 
of sale or methods, procedures, or prac­
tices pursued by the dealer in the 
marketing of such properties have been 
unfair or prejudicial to veteran pur­
chasers.

(b) Any person or firm suspended 
pursuant to paragraph (a ) of this sec­
tion shall have the right within 10 days 
after receipt of written notice of such 
refusal to file with the Administrator, 
by registered mail, a request for a hear­
ing. Upon receipt of such request, the 
Chief Benefits D i r e c t o r  shall, as 
promptly as he deems it feasible to do so, 
designate a time and place as he deems 
appropriate for such hearing and shall 
appoint one or more persons who shall 
constitute a board to conduct the hear­
ing. The person or persons requesting 
such hearing shall be afforded full oppor­
tunity to appear at the hearing in person, 
or by counsel, or both, and to introduce 
evidence showing why the sanction 
should be terminated or modified. Au­
thority is hereby granted to the persons 
designated to conduct the hearing to ad­
minister oaths to witnesses.

(c) As soon as is practicable after con­
clusion of the hearing, the board will 
make findings of fact and recommenda­
tions in writing to the Chief Benefits 
Director. The person requesting the 
hearing will be furnished with a tran­
script of the hearing and with a state­
ment of the board’s findings of fact. Such 
person shall have the right within 14 
days after receipt of such copy to file with 
the Chief Benefits Director a brief of 
either or both, facts and law.

(d) Upon receipt of the findings and 
recommendations of the hearing board 
and the brief of the person requesting 
the hearing, if a brief is filed, the Chief 
Benefits Director shall make a determi­
nation in the case; i.e., whether the re­
fusal to accept a site or to guarantee 
loans as originally imposed is continued, 
modified, or terminated, and what terms 
or conditions, if any, are imposed for 
termination or modification. Notice of 
such determination shall be given to the 
Person requesting the hearing. Such per­
son shall have the right to appeal such 
decision to the Administrator within 30 
days after the date of receipt of such

• ’..I*i ^ ie event of an appeal, the 
Administrator will decide the matter 
nnally and will notify the person who 
nied the appeal of his decision.
Servicing, L iq u id a t io n  of  S e c u r it y  and  

C la im

§ 36.4275 Events constituting default.

fP â  f  c o n v e y a n c e  o f  o r  o t h e r  t r a n s ­
i t  ° *  P r o p e r t y  b y  o p e r a t io n  o f

w  or o th e rw is e , a f t e r  t h e  c r e a t io n  o f  a

lien thereon to secure a loan which is 
guaranteed in whole or in part by the 
Administrator, shall not constitute an 
event of default, or acceleration of ma­
turity, elective or otherwise* and shall 
not of itself terminate or otherwise affect 
the guaranty.

(b) The inclusion in the guaranteed 
obligation of a provision contrary to the 
provisions of this section or § 36.4211 
shall not impair the right of the holder 
to payment of the guaranty provided 
that:

(1) Default was declared or maturity 
was accelerated under some other provi­
sion of the note, mortgage, or other loan 
instrument, or

(2) Activation or enforcement of such 
provision is warranted under § 36.4280, or

(3) The prior approval of the Admin­
istrator was obtained.

(c) If the title to real property or a 
leasehold interest therein which secures 
a mobile home loan guaranteed after 
December 22, 1970, is restricted against 
sale or occupancy on the ground of race, 
color, religion, or national origin, by re­
strictions created and filed of record by 
the borrower subsequent to that date, 
such action, at the election of the holder, 
shall constitute an event of default en­
titling the holder to declare the unpaid 
balance of the loan immediately due and 
payable.

(d) The holder of any guaranteed 
obigation shall have the right, notwith­
standing the absence of express provi­
sion therefor in the instruments evi­
dencing the indebtedness, to accelerate 
the maturity of such obligation at any 
time after the continuance of any default 
for the period specified in § 36.4280.

(e) If sufficient funds áre tendered to 
bring a delinquency current at any time 
prior to repossession or foreclosure of the 
mobile home the holder shall be obligated 
to accept the funds in payment of the 
delinquency, unless the prior approval of 
the Administrator is obtained to do 
otherwise.
§ 36.4276 Advances and other charges.

(a) A holder may advance any rea­
sonable amount necessary and proper for 
the maintenance or repair of the security, 
or for the payment of accrued taxes, spe­
cial assessments or other charges which 
constitute prior liens, or premiums on fire 
or other hazard insurance against loss 
of or damage to such property and any 
such advance so made may be added to 
the guaranteed indebtedness.

(b) In addition to advances allowable 
under paragraph (a) of this section, the 
holder may charge (1) against the pro­
ceeds of the sale of the security, (2) 
against gross amounts collected, or (3) 
in the computation of a claim under the 
guaranty, if lawfully authorized by the 
loan agreement and subject to § 36.4284, 
any of the following items actually paid:

(i) Any expense which is reasonably 
necessary for preservation of the 
security,

(ii) Court costs in a foreclosure or 
other proper judicial proceeding involv­
ing the security,

(iii) Other expenses reasonably neces­
sary for collecting the debt, or reposses­

sion or liquidation of the security, in­
cluding a reasonable sales commission to 
the dealer or sales broker for resale of 
the security,

(iv) Reasonable trustee’s fees or com­
missions paid incident to the sale of real j 
property,

(v) Reasonable amount for legal serv­
ices actually performed not to exceed 10 
percent of the unpaid indebtedness as of 
the date of the first uncured default, or 
$250, whichever is less, j

(vi) Any other expense or fee that 
is approved in a d v a n c e  by the j 
Administrator. P
§ 36.4277 Release of security.

(a ) Except upon full payment of the 
indebtedness the holder shall not release 
a lien or other right in or to property 
held as security for a guaranteed loan, or 
grant a fee or other interest in such prop­
erty, without the prior approval of the 
Administrator, unless in the opinion of 
the holder such release does not involve 
a decrease in the value of the security in 
excess of $500: Provided, That the ag­
gregate of the reduction in the original 
value of the security resultant from such 
releases without the Administrator’s 
prior approval does not exceed $500.

(b) Except upon full payment of the 
indebtedness or upon the prior approval 
of the Administrator, the holder shall 
not release a lien under paragraph (a) of 
this section unless the consideration re­
ceived for the release is commensurate 
with the fair market value of the prop­
erty released and the entire considera­
tion is applied to the indebtedness, or if 
encumbrance on other property is ac­
cepted in lieu of that released it shall be 
the holder’s duty to acquire such lien on 
property of substantially equal value 
which is reasonably capable of serving 
the purpose for which the property re­
leased was utilized.

(c) Failure of the holder to comply 
with the provisions of this section shall 
not in itself affect the validity of the title 
of a purchaser to the property released.

(d) The holder shall notify the Ad­
ministrator of any such release or sub­
stitution of security within 30 days after 
completion of such transaction.

(e) The release of the personal liabil­
ity of any obligor on a guaranteed obliga­
tion resultant from the act or omission 
of any holder without the prior approval 
of the Administrator shall release the 
obligation of the Administrator as guar­
antor, except when such act or omission 
consists of

(1) Failure to establish the debt as a
valid claim against the assets of the 
estate of any deceased obligor, provided 
no lien for the guaranteed debt is thereby 
impaired or destroyed; or \

(2) An election and appropriate prose­
cution of legally available effective rem­
edies with respect to the repossession or 
the liquidation of the security in any 
case, irrespective of the identity or the 
survival of the original or of any subse­
quent debtor, if holder shall have given 
such notice as required by § 36.4280 and 
if, after receiving such notice, the Ad­
ministrator shall have failed to notify 
the holder within 15 days to proceed in j
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s u c h  m a n n e r  a s  to  e f fe c t iv e ly  p r e s e r v e  
t h e  p e r s o n a l  l i a b i l i t y  o f  t h e  p a r t ie s  l ia b le ,  
o r  s u c h  o f  t h e m  a s  t h e  A d m in i s t r a t o r  
in d ic a t e s  is  s u c h  n o t ic e  to  t h e  h o ld e r ;  o r

(3) The release of an obligor, or obli­
gors, from liability on an obligation 
secured by a lien on property, which re­
lease is an incident of and contempo­
raneous with the sale of such property to 
an eligible veteran who assumed such 
obligation, which assumed obligation is 
guaranteed on his account pursuant to 
38 U.S.C. 1819; or

(4) The release of an obligor or obli­
gors as provided in § 36.4279.
§ 36.4279 Extensions and reamortiza- 

tions.
(a ) The terms of repayment of any 

loan may, by written agreement between 
the holder and debtor, be extended in the 
event of default, to avoid imminent de­
fault, or in any other case where the 
prior approval of the Administrator is ob­
tained. Except with the prior approval of 
the Administrator, no such extension 
shall set a rate of amortization less than 
that sufficient to fully amortize at least 
80 percent of the loan balance so ex­
tended within the maximum maturity 
^prescribed for loans of its class.

(b) In the event of a prepayment pur­
suant to § 36.4211, the balance of the 
indebtedness may, by written agreement 
between the holder and the debtor, be 
reamortized, provided the reamortization 
schedule will result in full repayment of 
the loan within the original maturity.

(c) Unless the prior approval of the 
'Administrator has been obtained, any 
extension or reamortization agreed to 
by a holder which relieves any obligor 
from liability will release the liability of 
the Administrator under the guaranty on 
the entire loan. However, if such release 
of liability of an obligor results through 
operation of law by reason of an exten­
sion or other act of forbearance, the 
liability of the Administrator as guar­
antor will not be affected thereby, Pro­
vided, The required lien is maintained 
and the title holder is and will remain 
liable for the payment of the indebted­
ness: And further provided, That if such 
extension or act of forbearance will result 
in the release of the veteran, all delin­
quent installments, plus any foreclosure 
expenses which may have been incurred, 
shall have been fully paid.

(d) The holder shall promptly for­
ward to the Administrator an advice of 
the terms of any agreement effecting a 
reamortization or extension of a guar­
anteed loan.
§ 36.4280 Reporting of defaults.

The holder of any guaranteed loan 
shall give notice to the Administrator 
within 15 days after any debtor:

(a ) Is in default by reason of nonpay­
ment of two full installments; or

(b) Is in default by failing to comply 
with any other covenant or obligation of 
such guaranteed loan which failure per­
sists for a continuing period" of 60 days 
after demand for compliance therewith 
has been made, except that if the de­
fault is due to nonpayment of real es­
tate taxes, the notice shall not be re-

RULES AND REGULATIONS
quired until the failure to pay when due 
has persisted for a continuing period of 
120 days.

(c) In the event any failure of the 
debtor to discharge his obligations under 
the loan continues for a period of 2 
months or for more than 1 month on an 
extended loan, the holder may then or 
thereafter give the notice in the man­
ner described in paragraph (e) of this 
section.

(d) The notice prescribed in para­
graph (e) of this section may be sub­
mitted prior to the time prescribed in 
paragraph (c) of this section in any case 
where any material prejudice to the 
rights of the holder or to the Adminis­
trator or hazard to the security war­
rants more prompt action.

(e) Except upon the express waiver of 
the Administrator, a holder shall not 
begin proceedings in court or give no­
tice of sale under power of sale, repos­
sess the security, or accelerate the loan, 
or otherwise take steps to terminate the 
debtor’s rights in the security until the 
expiration of 30 days after delivery by 
certified mail to the Administrator of a 
notice of intention to take such action; 
Provided, That immediate action may be 
taken if the property to be affected 
thereby has been abandoned by the 
debtor, or has been or may be otherwise 
subjected to extraordinary waste or 
hazard. .
§ 36.4281 Refunding o f loans in default.

Upon receiving a notice of default the 
Administrator may at any time prior to 
the termination of the borrower’s inter­
est in the property require the holder 
upon penalty of otherwise losing the 
guaranty to transfer and assign the loan 
and the security therefor to the Ad­
ministrator or to another designated by 
him upon receipt of payment of the bal­
ance of the indebtedness remaining un­
paid to the date of such assignment. 
Such assignment may be made without 
recourse but the transferor shall not 
thereby be relieved from the provisions 
of §36.4286.
§ 36.4282 Legal proceedings (notice of 

repossession).
(a ) When the holder institutes suit 

or otherwise becomes a party in any legal 
or equitable proceeding brought on or in 
connection with the guaranteed in­
debtedness, or involving title to, or other 
lien on, the security, such holder, within 
the time that would be required if the 
Administrator were a party to the pro­
ceeding, shall deliver to the Administra­
tor, by mail or otherwise, by making such 
delivery to the loan guaranty officer at 
the office which granted the guaranty, or 
other office to which the holder has been 
notified the file is transferred, a copy 
of every procedural paper filed on be­
half of holder, and shall also so deliver, 
as promptly as possible, a copy of each 
similar pleading served on holder or 
filed in the cause by any other party 
thereto. Notice of, or motion for, con­
tinuance and orders thereon are ex­
cepted from the foregoing.

(b) A copy of a notice of sale under 
power by a holder or one acting at his

behest (e.g., trustee or public official) 
shall be similarly delivered to the Ad­
ministrator at or before the date of first 
publication, posting, or other notice, but 
in any event, except in emergency or 
when waived by the Administrator, not 
less than 10 days prior to date of sale. 
Copy of any other notice of sale served 
on the holder or of which he has knowl­
edge shall be similarly delivered to thè 
Administrator, including any such no­
tice of sale under tax or other superior 
lien or any judicial sale.

(c) The procedure prescribed in para­
graphs (a ) and (b) of this section shall 
not be applicable in any proceeding to 
which the Administrator.is a party, after 
his appearance shall have been entered 
therein by a duly authorized attorney.

(d) In any legal or equitable proceed­
ing (including probate and bankruptcy 
proceedings) to which the Administrator 
is a party, original process and any other 
process prior to appearance, proper to be 
served on the Administrator, shall be de­
livered to the loan guaranty officer of 
the office of the Veterans Administration 
having jurisdiction of the area in which 
the court is situated. Within the time re­
quired by applicable law, or rule of court, 
the Administrator will cause appropriate 
special or general appearance to be en­
tered in the cause by his authorized 
attorney.

( e )  A f t e r  a p p e a r a n c e  o f  t h e  A d m in is ­
t r a t o r  b y  a t t o r n e y ,  a l l  p r o c e s s  a n d  notice  
o t h e r w is e  p r o p e r  to  s e r v e  o n  t h e  A d m in is ­
t r a t o r  b e f o r e  o r  a f t e r  ju d g m e n t ,  i f  se rved  
o n  h is  a t t o r n e y  o f  r e c o r d  s h a l l  h a v e  the 
s a m e  e f fe c t  a s  i f  t h e  A d m in is t r a t o r  were 
p e r s o n a l ly  s e r v e d  w i t h in  t h e  ju r is d ic t io n  
o f  t h e  c o u rt .

( f ) If following a default the holder 
does not begin appropriate action within 
30 days after requested in writing by the 
Administrator to do so, or does not prose­
cute such action with reasonable dili­
gence, the Administrator may at his 
option intervene in, or begin and prose­
cute to completion any action or pro­
ceeding, in his name or in the name of the 
holder, which the Administrator deems 
necessary or appropriate, and may fix a 
date beyond which no further charges 
may be included in the computation of 
the guaranty claim. -The Administrator 
shall" pay, in advance if necessary, any 
court costs or other expenses incurred by 
him, or properly taxed against him, in 
any such action to which he is a party, 
but may charge the same, and also a 
reasonable amount for legal services, 
against the guaranteed indebtedness, or 
the proceeds of the sale of thè security to 
the same extent as the holder (see 
§ 36.4276), or otherwise collect from the 
holder any such expenses incurred by the 
Administrator because of the neglect or 
failure of the holder to take or complete 
proper action. The rights and remedies 
herein reserved are without prejudice to 
any other rights, remedies, or defenses, 
in law or in equity, available to the 
Administrator.

(g ) The holder, no later than 10 days 
after it has repossessed a property, must 
advise the Administrator of such repos­
session. The holder shall proceed there­
after, within a reasonable time after
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repossession, to terminate the debtors’ 
rights in the property. If  it is a legal 
requirement or if the Administrator re­
quires that the debtors’ rights be termi­
nated by public sale, the holder shall 
follow the procedures set forth in para­
graph (b) of this section. Otherwise, the 
holder shall proceed in the manner set 
forth in § 36.4283(f).
§ 36.4283 Foreclosure or ' repossession.

(a) Upon receipt by the Administrator 
of notice of a judical or statutory sale, 
or other public sale under power of sale 
contained in the loan instruments, to 
liquidate any security for a guaranteed 
loan, he may specify in advance of such 
sale the minimum amount which shall 
be credited to the indebtedness of the 
borrower on account of tfye value of the 
security to be sold, subject to the provi­
sions of subparagraphs (1), (2), (3), and
(4) of this paragraph:

(1) If a minimum amount has been 
specified in relation to a sale of the 
property and the holder is the success­
ful bidder at the sale for an amount not 
in excess of such specified amount the 
holder shall dispose of the property in 
the manner set forth in paragraph (f) 
and the amount realized from the resale 
of the property shall govern in the final 
accounting for determining the rights 
and liabilities o f the holder and the 
Administrator.

(2) If a minimum amount has been 
specified by the Administrator and:

(i) A third party is the successful 
bidder at the sale for an amount equal 
to or in excess of that specified, the 
holder shall credit to the indebtedness 
the net proceeds of the sale.

(ii) A third party is the successful 
bidder at the sale for an amount less 
than that specified, the holder shall 
credit to the indebtedness the amount 
specified less expenses allowable under 
§ 36.4276.

(iii) The holder is the successful bid­
der at the sale for an amount in excess 
of the specified amount the indebtedness 
shall be credited with the net proceeds 
of the sale or an amount established in 
accordance with paragraph (f) of this 
section, whichever is the greater, unless 
the bid in excess of the specified amount 
was made pursuant to paragraph (d) 
of this section.

If a minimum amount has not 
been specified by the Administrator 
under subparagraph (1) or (2) of this 
Paragraph, and the Administrator 
advised the holder that it did not intend 
. sPecify an amount, and the property 
s purchased at the sale by a third party, 

holder shall credit against the in­
debtedness the net proceeds of the sale 
except as provided in paragraph (d) of 
mus section. However, if the property is 
Purchased at the sale by the holder, the 

debtedness will be credited with the 
J  Proceeds of the sale or an amount 

era i!1Slaed in accordance with para-
^  this section, whichever is 

heater.
iJJj The bolder shall notify the Admin- 
ifld or the results of the sale within 

days after the sale is completed.
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(b) In the event that any real prop­

erty which is security for a guaranteed 
loan is to be acquired by a holder in a 
manner other than as provided in para­
graph (a) or (c) of this section (e.g., 
by strict foreclosure or by the termina­
tion without a public sale of the pur­
chaser’s interest in a land sale contract), 
the holder shall notify the Administrator 
of the acquisition within 15 days there­
after and account to the Administrator 
for the proceeds of the liquidation of the 
security in accordance with paragraph
(f) of this section.

(c) When a debtor proposes to convey 
or transfer any property to a holder to 
avoid foreclosure or other judicial, con­
tractual, or statutory disposition of the 
obligation or of the security, the consent 
of the Administrator to the terms of 
such proposal shall be obtained in ad­
vance of such conveyance or transfer. If 
the Administrator consents thereto, the 
holder may acquire the property and ac­
count to the Administrator for the pro­
ceeds of the liquidation of the security in 
accordance with paragraph (f) of this 
section.

(d) If a minimum bid is required un­
der applicable State law, or decree of 
foreclosure or order of sale, or other law­
ful order or decree, the holder may bid 
an amount not exceeding such amount 
legally required. If an amount has been 
specified by the Administrator and the 
holder is the successful bidder for an 
amount not exceeding the amount legally 
required, such specified amount shall 
govern for the purpose of this section.

(e) If the Administrator has speci­
fied an amount as provided in this sec­
tion, and the holder learns of any mate­
rial damage to the property occurring 
prior to the foreclosure sale or to the 
acceptance of a deed in lieu of fore­
closure or prior to any other event to 
which such specified amount is appli­
cable, the holder shall promptly advise 
the Administrator of such damage. Also, 
if the holder acquires or repossesses the 
property and the holder learns of any 
material damage to it, the holder shall 
promptly advise the Administrator of 
such damage.

(f) When the security for a guaran­
teed loan is acquired by the holder 
through foreclosure or otherwise, the 
holder shall resell the property within a 
reasonable time and may thereafter sub­
mit its claim under the guaranty. The 
holder shall submit to the Administrator 
a written advice setting forth the price, 
terms, conditions, and the expenses of 
the proposed sale at least 10 days in ad­
vance thereof, and the Administrator 
shall thereupon either (1) assent to such 
sale in which event the holder shall credit 
against the indebtedness the net pro­
ceeds of the sale, or (2) agree to indem­
nify the holder to the extent of any in­
creased or resultant loss thereon, subject 
to the provisions of paragraph (h) (4) of 
this section, and may specify the mini­
mum price for which the security may be 
sold. If the Administrator has agreed to 
indemnify the holder, the Administrator 
shall have the right to reject any offer of 
sale and require further exposure to the
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market. The amount realized by the 
holder from the ultimate sale of the 
property shall be reported to the 
Administrator.

(g ) If at the end of 6 months from the 
date of acquisition the holder has been 
unable to resell the property a claim may 
be submitted under the guaranty and 
the Administrator will pay to the holder 
upon submission of such claim:

(1) The difference between the ap­
praised value of the property as deter­
mined by the Administrator and the 
indebtedness including those costs allow­
able under § 36.4276 and the costs of re­
possessing the mobile home not to ex­
ceed $100, plus any accrued and unpaid 
interest to the applicable cut-off date as 
set forth in § 36.4284(a) at the maxi­
mum rate allowable plus accrued interest 
at a rate of 6 percent from such cut-off 
date to the date of claim but not to ex­
ceed 60 days or,

(2) The amount of the guaranty pay­
able on the total outstanding indebted­
ness as of the applicable cutoff date set 
forth in § 36.4284(a), whichever is less.

(h ) I f  the property securing the guar­
anteed loan is acquired by a holder pur­
suant to paragraph (a ), (b ), or (c) of

" this, section, the following provisions 
shall apply:

(1) The holder’s notice to the Admin­
istrator after acquisition shall state the 
amount of the successful bid at public 
sale.

(2) The holder’s notice after acquisi­
tion shall also provide complete occu­
pancy data. Except with the prior ap­
proval of the Administrator the holder 
shall not rent the property to a new 
tenant nor extent the terms of an exist­
ing tenancy on other than a month-to- 
month basis.

(3) Except with the prior approval of 
the Administrator, any taxes or special 
assessments which constitute prior liens 
due and payable after acquisition of the 
property by the holder shall be paid by 
the holder sufficiently in advance of the  ̂
payment due dates to avoid penalties and 
to take advantage of any discounts. The 
holder also may include in its account­
ing with the Administrator any expend­
itures for repairs made that were rea­
sonably necessary to properly maintain 
or refurbish the security property, not to 
exceed $400. Expenditures in excess of 
$400 shall not be made without the prior 
approval of the Administrator.

(4) As between the holder and the Ad­
ministrator, the holder shall be respon­
sible for any loss due to damage to or 
destruction of the property, ordinary 
wear and tear excepted, from the date 
of repossession or acquisition by the 
holder to the date the property has been 
liquidated.

(5) The holder shall include as credits 
in its accounting with the Administra­
tor all rentals and other income collected 
from the property and insurance proceeds 
or refunds subsequent to the date of 
acquisition by the holder.

(i) Definitions: (1) The terms “date 
of sale” or “date of acquisition” as used 
in this section are defined as the date 
of the event (e.g., date of repossession, j
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date of sale confirmation when required 
under local practice, date of acceptance 
of deed in case of voluntary conveyance, 
etc.) which fixes the rights of the parties 
in the property.

(2) The term “property” or “real- 
property” as used in this section shall 
include:

(i) A leasehold estate therein which at 
the time of closing the loan was of not 
less duration than that prescribed by 
§ 36.4253, and

(ii) The rights derived by the holder 
through a foreclosure sale of real estate 
whether or not such rights constitute an 
estate in real property under local law.

(j ) The provisions of this section shall 
not be in derogation of any rights which 
the Administrator may have under 
§ 36.4284. The Chief Benefits Director, or 
the Director, Loan Guaranty Service, 
may authorize any deviation from the 
provisions of this section, within the lim­
itations prescribed in 38 UJ3.C. chapter 
37, which may be necessary or desirable 
to accomplish the objectives of this sec­
tion if such deviation is made necessary 
by reason of any laws or practice in any 
State, Territory, or the District of Co­
lumbia: Provided, That no such deviation 
shall impair the rights of any holder not 
consenting thereto with respect to loans 
made or approved prior to the date the 
holder is notified of such action.
§ 36.4284 C om p u ta tion  o f guaranty 

claims.
S (a ) Subject to the limitation that the 
maximum amount payable shall in no 
event exceed the amount originally guar­
anteed, the amount payable on a claim 
for the guaranty shall be the percentage 
of the loan originally guaranteed applied 
to the indebtedness computed as of the 
date of claim but not later than (1) the 
date of judgment or of decree, of fore­
closure; or (2) in nonjudicial fore­
closures, the date of publication of the 
first notice of sale; or (3) in cases in 
which the security is repossessed with­
out a judgment, decree, or foreclosure, 
the date the holder repossesses the se­
curity; or (4) if no security is available, 
the date of claim but not more than 6 
months after the first uncured default. 
Deposits or other credits or setoffs in­
cluding any escrowed or earmarked funds 
legally applicable to the indebtedness on 
the date of the claim computation shall 
be applied in reduction of the indebted­
ness upon which the claim is based.

(b) Credits accruing from the pro­
ceeds of a sale or other disposition of 
the security shall be reported to the 
Administrator incident to such submis­
sion, and the amount payable on the 
claim shall in no event exceed the re­
maining balance of the indebtedness.

(c) Any allowable expenditures or 
costs, paid by the holder, and any ac­
crued and unpaid interest to the appli­
cable cutoff date as set forth in para­
graph (a) of this section at the maxi­
mum rate allowable, plus accrued inter­
est at a rate of 6 percent from such 
cutoff date to the date of resale or other 
liquidation but not to exceed 60 days 
may be deducted from the proceeds of 
the sale of the property, or may be in­

cluded in the accounting to the Admin­
istrator on such loan.

(d ) In computing the indebtedness 
for the purpose of filing a claim for 
payment of a guaranty, or in the event 
of a transfer of the loan under § 36.4281, 
or other accounting to the Administra­
tor, the holder shall not be entitled to 
treat repayments theretofore made, as 
liquidated damages, or rentals, or other­
wise than as payments on the indebted­
ness, notwithstanding any provision in 
the note, or mortgage, or otherwise, to 
the contrary.
§ 36.4285 Subrogation and indemnity.

(a ) The Administrator shall be sub­
rogated to the contract and the lien or 
other rights of the holder to the extent 
of any sum paid on a guaranty, which 
right shall be junior to the holder’s 
rights as against the debtor or the en­
cumbered property until the holder shall 
have received the full amount payable 
under his contract with the debtor. No 
partial or complete release by a creditor 
shall impair the rights of the Adminis­
trator with respect to the debtor’s 
obligation.

. (b) The holder, upon request, shall 
execute, acknowledge, and deliver an ap­
propriate instrument tendered him for 
that purpose, evidencing any payment 
received from the Administrator and the 
Administrator’s resulting right of 
subrogation.

(c) The Administrator may cause the 
instrument required by paragraph (b) 
of this section to be filed for record in 
the Office of the Recorder of Deeds, or 
other appropriate office of the proper 
county, town, or State, in accordance 
with the applicable State law.

(d) Any amounts paid by the Admin­
istrator on account of the liabilities of 
any veteran guaranteed under the pro­
visions of 38 UJS.C. 1819 shall constitute 
a debt owing to the United States by such

the Administrator’s prior approval to a 
release of the veteran from liability on 
the loan by the holder thereof. This re­
lease will not result in the veteran being 
entitled to further loan benefits unless 
the requirements of § 36.4203 are met.
§ 36.4286 Partial or total toss of guar, 

anty.
(a ) There shall be no guaranty liabil­

ity on the part of the Administrator in 
respect to any loan as to which a signa­
ture to the note, the mortgage or other 
security instrument is a forgery. Except 
as to a holder who acquired the loan in­
strument before maturity, for value, and 
without notice, and who has not directly 
or by agent participated in the fraud, or 
in the misrepresentation hereinafter 
specified, any willful and material mis­
representation or fraud by the lender, 
or by a holder, or the agent of either, in 
procuring the guaranty shall relieve the 
Administrator of liability, or shall con­
stitute a defense against liability on ac­
count of the guaranty of the loan in re­
spect to which the willful misrepresenta­
tion, or the fraud, is practiced: Provided, 
That if a misrepresentation, although 
material, is not made willfully, or with 
fraudulent intent, it shall have only the 
consequences prescribed in paragraphs
(b) and (c) of this section.

(b ) In taking security required by 38 
U.S.C. 1819 and the § 36.4200 series, a 
holder shall obtain the required lien on 
real property the title to which is such 
as to be acceptable to prudent lending 
institutions, informed buyers, title com­
panies, and attorneys, generally in the 
community in which the property is sit­
uated: Provided, That a title will not be 
unacceptable by reason of any of the 
limitations on the quantum or quality 
of the property or title stated in § 36.4253. 
If such holder fails in this respect or 
fails to comply with any of the require­
ments of 38 U.S.C. 1819 and the § 36.4200

veteran.
(e) Whenever any veteran disposes of 

residential property securing a guaran­
teed loan obtained by him under 38 
U.S.C. 1819, the Administrator, upon ap­
plication made by such veteran, shall 
issue to the veteran a release relieving 
him of all further liability to the Ad­
ministrator on account of such loan (in­
cluding liability for any loss resulting 
from any default of the transferee or 
any subsequent purchaser of such prop­
erty) if the Administrator has deter­
mined,- after such investigation as he 
may deem appropriate, that there has 
been compliance with the conditions

series with respect to:
(1) Obtaining and retaining a lieu of 

the dignity prescribed on all property 
upon which a lien is required by 38 U.S.C. 
1819 or the § 36.4200 series,

(2) Inclusion of power, to substitute 
trustees,

(3) The procurement and mainte­
nance of insurance coverage,

(4) Advice to Administrator as to 
default,

( 5 ) Notice of intention to begin action,
(6) Notice to the Administrator in any

suit or action, or notice of sale,
(7) The release, conveyance, subsü-

prescribed in 38 U.S.C. 1817. The as­
sumption of full liability for repayment 
of the loam by the transferee of the 
property must be evidenced by an agree­
ment in writing in such form as the Ad­
ministrator may require. Release of the 
veteran from liability to the Adminis­
trator will not impair or otherwise af­
fect the Administrator’s guaranty on the 
loan, or the liability of the veteran to 
the holder. Any release of liability 
granted to a veteran by the Administra­
tor shall inure to the spouse of such vet­
eran. The release of the veteran from lia­
bility to the Administrator will constitute

tion, or exchange of security,
(8) Lack of legal capacity of a party 
the transaction incident to which tne 

laranty is granted,
(9) Failure of the lender to see thaï
ly escrowed or earmarked accoun _ 
pended in accordance with 
;reement, .
(10) The taking into consideration o
nitations upon the quantum or quanw 
the estate or property,
(11) Any other requirement of 
,S.C. 1819 or the § 36.4200 series whwj 
>es not by the terms of said section

FEDERAL REGISTER, V O L  36, N O . 18— WEDNESDAY, JANUARY 27, 1971



regulations result In relieving the Ad­
ministrator of all liability with respect 
to the loan,
no claim on the guaranty shall be paid 
on account of the loan with respect to 
which such failure occurred, or in re­
spect to which an unwillful misrepre­
sentation occurred, until the amount by 
which the ultimate liability of the Ad­
ministrator would thereby be increased 
has been ascertained. The burden of 
proof shall be upon the holder to estab­
lish that no increase of ultimate liabil­
ity is attributable to such failure or mis­
representation. The amount of increased 
liability of the Administrator shall be 
offset by deduction from the amount of 
the guaranty otherwise payable, or if 
consequent upon loss of security shall be 
offset by crediting to the indebtedness 
the amount of the impairment as pro­
ceeds of the sale of security in the final 
accounting to the Administrator. To the 
extent the loss resultant from the failure 
of misrepresentation prejudices the Ad­
ministrator’s right of subrogation ac­
ceptance by the holder of the guaranty 
payment shall subordinate the holder’s 
right to those of the Administrator.

(c) If after the payment of a guar­
anty, or after a loan is transferred pur­
suant to § 36.4281, the fraud, misrepre­
sentation, or failure to comply with the 
regulations concerning guaranty of loans 
to veterans as provided in this section is 
discovered and the Administrator deter­
mines that an increased loss to the Gov­
ernment resulted therefrom, the trans­
feree or person to whom such payment 
was made shall, be liable to the Admin­
istrator for the amount of the loss caused 
by such misrepresentation or failure.
§ 36.4287 Substitution o f trustees.

In jurisdictions in which valid, any 
deed of trust or mortgage securing a 
guaranteed loan, if it names trustees or 
confers a power of sale otherwise, shall 
contain a provision empowering any 
holder of the indebtedness to appoint 
substitute trustees, or other person with 
such power to sell, who shall succeed to 
all the rights, powers, and duties of the 
trustees, or other person, originally 
designated.

These VA regulations are effective 
upon publication in the F ederal R egister 
(1-27-71).

Approved: January 18,1971.
By direction of the Administrator.
(SEAI*J F red B. R hodes ,

Deputy Administrator.
IFRDoc. 71-1136 Piled 1-26-71; 8:50 am]

Title 41— PUBLIC CONTRACTS 
AND PROPERTY MANAGEMENT

Copter 5A— Federal Supply Service, 
General Services Administration

APPROPRIATION ACT RESTRICTIONS; 
hand AND MEASURING TOOLS

foHows-ter 5A T^ le is amended as

RULES AND REGULATIONS 1263
PART 5A-6— FOREIGN PURCHASES 
Subpart 5A-6.1 is added as follows:

Subpart 5 A—6.1— Buy American Act— Supply and 
Service Contracts

Sec.
5A-6.100 Scope of subpart.
5A—6.104 Evaluating bids for hand and 

measuring tools.
Authority : The provisions of this Subpart 

5A-6.1 are issued under sec. 205(c), 63 Stat. 
390; 40 U.S.O.; 486(c); 41 C F R 5-1.101 (c ).

Subpart 5A—6.1— Buy American Act—  
Supply and Service Contracts

§ 5A—6.100 Scope o f subpart.
(a) This subpart prescribes proce­

dures for soliciting and evaluating offers 
involving hand or measuring tools not 
produced in the United States or its 
possessions. This subpart is based on sec­
tions 512 of Independent Offices and 
HUD Appropriations Act, 1971.

(b) Solicitations and offers involving 
the procurement of foreign source sup­
plies other than hand and measuring 
tools shall be evaluated in accordance 
with policies and procedures in Sub­
parts 1-6.1 and 5-6.1 of this title.
§ 5A—6.104 Evaluating bids for hand 

and measuring tools.
(a) Appropriation Aqt restriction. Sec­

tion 512 of Public Law 91-556 provides as 
follows:

Sec. 512. No part of any appropriations 
contained in this Act shall be available for 
the procurement of or for the payment of the 
salary of any person engaged in the pro­
curement of any hand or measuring tool(s) 
not produced in the United States or its 
possessions except to the extent that the Ad­
ministrator of General Services or his des­
ignee shall determine that a satisfactory 
quality and sufficient quantity of hand or 
measuring tools produced in the United 
States or its possessions cannot be procured 
as and when needed from sources in the 
United States and its possessions or except 
in accordance with procedures prescribed by 
section 6-104.4 (b ) of Arnled Services Pro­
curement Regulation dated January 1, 1969, 
as such regulation existed on June 15, 1970. 
This section shall be applicable to all solici­
tations for bids opened after its enactment.

(b ) Definition. “Hand and measuring 
tools” are those items listed in Groups 
51 and 52, as contained in Cataloging 
Handbook H2-1, Federal Supply Classi­
fication, Part I, Groups and Classes, 
published by the Defense Supply 
Agency.

(c) Solicitation provision. All solicita­
tions for hand and measuring tools shall 
include the following special provision:
Bu y  American Act— Hand and Measuring 

T ools

Article 14 of Standard Form 32 is amended 
by including the following at the end of 
that provision: *

Public Law 91—556 dated December 17, 
1970, requires that GSA purchases of hand 
and measuring tools must be from domestic 
sources except in accordance with proce­
dures prescribed by 6-104.4 (b ) of Armed 
Services Procurement Regulation (as such 
regulation existed on June 15, 1970). Ac­
cordingly, bids under this solicitation offer­
ing domestic source end products normally 
will be evaluated against bids offering other 
end products by adding a factor of fifty

percent (50%) to the latter, exclusive of 
import duties. Details of the evaluation pro­
cedure are set forth in § 5A-6.104 of the 
General Services Administration Procurement 
Regulations.

Each bid offering a foreign source end 
product must state below or on an attach­
ment to the bid the amount of duty in­
cluded In each bid price. Failure to furnish 
duty information will result in use of the 
entire item bid price (inclusive of any un­
specified duty) when adding the “Buy 
American” differential.

Amount of Duty
Item No. Unit (in dollars and cents)

[End Of Provision]

(d) Procedures. Bids and proposals 
for hand and measuring tools shall be 
evaluated in accordance with the follow­
ing procedures.

(N ote: Section 512 of Public Law 91-556 
requires that the procedures in § 6-104.4 (b ) 
of Armed Services Procurement Regulation, 
as such regulation existed on June 15, 1970, 
shall govern. Accordingly, the following 
procedures are FSS adaptions to ASPR  
6-104.4(b), the full text of which is shown in 
§ 5A—76.302.):

Bids and proposals shall be evaluated so 
as to give preference to domestic bids, ex­
cept that bids offering end products manu­
factured in Canada shall be evaluated on 
the same basis as bids offering domestic end 
products after any applicable duty (whether 
or not a duty free entry certificate is issued) 
is included for evaluation purposes. Each 
foreign bid shall be adjusted for purposes of 
evaluation either by excluding any duty from 
the foreign bid and adding 50 percent of the 
bid (exclusive of duty) to the remainder, or 
by adding to the foreign bid (inclusive of 
duty) a factor of 6 percent of that bid, 
whichever results in the greater evaluated 
price, except that a 12 percent factor shall 
be used instead of the 6 percent factor if
(i) the firm submitting the low acceptable 
domestic bid is a small business concern, or 
a labor surplus area concern, or both, and
(ii) any contract award to a domestic con­
cern which would result from applying the 
12 percent factor, but which would not re­
sult from applying the 6 percent or 50 per­
cent factor, would not exceed $100,000. (If 
an award for more than $100,000 would be 
made to a domestic concern if the 12 per­
cent factor is applied, the matter shall be 
submitted to the Commissioner, FSS, for a 
decision as to whether the award to the 
small business or labor surplus area concern 
would involve unreasonable cost or incon­
sistency with the public interest.) If the 
foregoing procedure results in a tie between 
a foreign bid as evaluated and a domestic 
bid, award shall be made on the latter. When 
more than one line item is offered in response 
to an invitation for bids or request for pro­
posals, the appropriate factor shall be ap­
plied on an item-by-item basis, except that 
the factor may be applied to any group of 
items as to which the invitation for bids or 
requests for proposals specifically provides 
that award may be made on a particular 
group of items.

(e) Supplemental instructions. The 
following examples illustrate how the 
procedure in paragraph (d) of this sec­
tion should be applied. Throughout these 
examples, “foreign bid” means a bid or 
offered price for a foreign end product 
which is not a Canadian end product; 
“domestic bid— large” means a domestic 
bid which is not from a small business
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! 1264 RULES AND REGULATIONS
or labor surplus area concern, and “do­
mestic bid—small” means ̂ a domestic bid 
which is from either a small business 
concern or a labor surplus area con­
cern, or both. Bid prices are evaluated 
net prices including consideration of 
transportation costs and prompt pay­
ment discounts. The same differentials 
shall be applied when making small pur­
chases under $2,500.

Example A

Foreign bid, including duty of
$4,500 ______________________________ $14,500

Domestic bid— large------------------------  15,100
Domestic bid— small------------- -------—  15,110

Award on domestic bid— large. Domestic 
bid— small is out because it is not the low 
acceptable domestic bid. Foreign bid, if ad­
justed by the 50 percent factor, would be 
$14,500 less $4,500 duty (i.e., $10,000), plus 
50 percent of $10,000 (i.e., $5,000), or $15,000; 
but if adjusted by the 6 percent factor it 
would be $14,500 plus 6 percent of $14,500 
(i.e., $870), or $15,370; therefore, the 6 per­
cent factor is added and domestic bid—■ 
large is the low evaluated bid.

Example B

Foreign bid, including duty of
$ 2,000 ____________________________________________ $ 12 , 000

Domestic bid— large------------------------  15,000
Award on domestic bid— large. Foreign bid 

adjusted by 50 percent factor is $15,000; ad­
justed by 6 percent factor, it is $12,720. 
Therefore, foreign bid is evaluated at $15,000, 
resulting in a tie and consequent award on 
the domestic bid— large.

Example C
Foreign bid, including duty of

$3,500 ___________ — ________________ $13,500
Domestic bid— large___________ ______ 17, 000
Domestic bid—small------------------------- 15,100

Award on domestic bid— small. Foreign bid 
adjusted by 50 percent factor is $15,000; ad­
justed by 12 percent factor, it is $15,120. 
Therefore, it is evaluated at $15,120, result­
ing in award on the domestic bid— small.

Example D

Foreign bid, including duty of
$70,000 _____________________  $270, 000

Domestic bid— large------------------------- 310, 000
Domestic bid— small_________________  302, 000

Foreign bid adjusted by 50 percent factor is 
$300,000, adjusted by 12 percent factor, it is 
$302,400; adjusted by 6 percent factor, it is 
$286,200. Therefore, domestic bid— small is 
in line for possible award only because of the 
bidder’s small business or labor surplus area 
status. But since the contract award would 
exceed $100,000, the matter requires submis­
sion for decision pursuant to § 5A-6.104(d).

PART 5A-76— EXHIBITS
The table of contents for Part 5A-76 is 

amended to read as follows:
Sec.
5A-76.302 ASPR 6-104.4(b) as of June 15, 

1970.

Effective date.These regulations are 
effective December 18, 1970.

Dated: January 14, 1971.
li. £ . S pang les , 

Acting Commissioner, FSS.
[FR Doc.71-1075 Filed 1-26-71; 8:45 am]

Title 50— WILDLIFE AND 
FISHERIES

Chapter I— Bureau of Sport Fisheries 
and Wildlife, Fish and Wildlife 
Service, Department of the Interior

SUBCHAPTER B— HUNTING AND  POSSESSION OF 

WILDLIFE

PART 17— CONSERVATION OF EN­
DANGERED SPECIES AND OTHER 
FISH OR WILDLIFE

List of Endangered Foreign Fish and 
Wildlife

This amendment corrects the scientific 
name of the gray, fin and sei whales, and 
the spelling of the generic names of the 
bowhead and sperm whales in Appendix 
A of 50 CFR Part 17.

F.R. Doc. 70-16173 appearing on page 
18320 in the issue of Wednesday, Decem­
ber 2, 1970, is amended as follows:

1. In the second column entitled 
“Mammals” the first eight lines com­
mon names, scientific names, and where 
found are amended to read:

Common name Scientific name Where
found

Bowhead whale. . Balaena mysticetus______ Oceanic.
Bight whale....... . Eubalaena spp__________ Do.
Blue whale______ . Balaenoptera musculus . . Do.
Sperm whale____ . Physeter catodon_________ Do.
Finback whale.. . Balaenoptera physalus___ T>J>r
Sei whale_______ . Balaenoptera borealis------ Do.
Humpback

whale.
Megaptera spp........... . Do.

Gray whale_____ , Eschrichtius gibbosus— . Do.

Since this amendment makes no sub­
stantive changes, but conforms to the 
scientific names for these species of 
whales previously published in the F ed­
eral R egister  of April 18, 1968 (33 F.R. 
5953) and codified in the Code of Federal 
Regulations as 50 CFR 230.5, it is de­
termined that notice and public proce­
dure thereon are impracticable, unneces­
sary, and contrary to the public interest 
and that this amendment will become 
effective on February 1,1971.

(16 TJ.S.C. 688cc et seq.)

Effective date: February 1, 1971.

S pencer  H . S m it h ,
Acting Director, Bureau of 
Sport Fisheries and Wildlife.

Ja n u a r y  22,1971.
|FR Doc.71-1098 Filed 1-26-71; 8:47 am ]

Title 47— TELECOMMUNICATION
Chapter I— Federal Communications 

Commission 
[FCC 71-72]

PART 73— RADIO BROADCAST 
SERVICES

Further Period of Relaxation of Rules 
Governing Transmission of Coded 
Patterns for Electronic Program 
Identification

Jan u a r y  21, 1971.
On October 22, 1970, the Commission 

issued a Public Notice (FCC 70-1148) 
(35 F.R. 16682), notifying licensees of 
television broadcast stations that for a 
period of 90 days the requirements 
of § 73.682(a) (2) of its rules governing 
the placement of coded program identi­
fication material in the transmitted pic­
ture would be relaxed to permit such 
material to be located within the first 
and last 10 microseconds of lines 20 
through 25, and 258 through 262. This 
limited waiver of the rule was granted 
because, as described in the notice, me­
chanical difficulties encountered in cer­
tain steps of the process involved in the 
coding and electrical reproduction of 
filmed program material resulted in 
television station transmission of coded 
commercials in some cases not meeting 
the requirements of § 73.682(a) (2). 
Within the 90-day period, we indicated 
that we expected International Digi- 
sonics Corp. (IDC ), the entity respon­
sible for coding the program material, 
and other interested parties, to resolve 
the difficulties which had prompted the 
rule relaxation, or to propose some other 
permanent solution of the problem.

The 90-day period expires on January 
20, 1971. On January 15, 1971, a letter 
was received from the attorneys for IDC 
requesting that the period during which 
television stations would be permitted to 
operate in limited compliance with 
with § 73.682(a) (2) of the rules be ex­
tended for an additional 120 days. In 
support of this request, the letter relates 
in some detail the steps that iDC has 
taken to correct the conditions which 
have made expedient the rule relaxation, 
and the reasons why further time ap­
pears necessary in which to achieve 
a final solution to the problem. In par* 
ticular, IDC states it has replaced 
commercials identified to it as having 
been improperly coded. It has dis­
tributed to optical houses new, more ac­
curate matters for the application of 
code patterns to new commercial films. 
Its representatives have visited all large 
film laboratories and have supplied them 
16-mm. film alignment clips to improve 
their procedures. An improved proce­
dure has been instituted for checking 
the coded commercials which are sup­
plied to stations, and IDC states that it 
urges its clients to replace the code on
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