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agreed to so as to result in payment to the applicant for such work credit,
and no part of the royuired downpayment can be made up of the value of
such work credit and no payment shall be made to the applicant by ei-
ther the lender or builder for work credit.

(f) The appraisal submitted to the department shall be based upon
the value of the property after completion of construction in accordance
with the plans and specifications.

(g) Upon completion of construction the general contractor shall war-
rant, in writing, against defects in materials and workmanship for a pe-
riod of not less than one year from the date of completion. Home owners
warranty corporation warranties shall be obtained if possible.

(h) Lion waivers shall be obtained and submitted to the lender upon
completion.

(i) The housing accommodation and garage, if applicable, shall be
fully completed and final inspection shall be made by an approved ap-
praiser or architect prior to closing.

0) A single disbursement by the department will be made only upon
compliance with all of the foregoing requirements and, in the case of a
secondary loan, upon assurance that the primary lender's funds have
been fully disbursed.

(5) CONDOMINIUM LOANS. (a) No condominium project, except a du-
plex condominium, shall be approved by the department unless a copy
of the recorded declaration and any amendments thereto and a copy of
the by-laws and articles of incorporation are on file with the department
and have been accepted as complying with the department's require-
ments.

(b) Professional management must be provided for any condominium
having more than 16 units if the declaration was recorded after January
1, 1975. (Professional management means: a real estate management
firm contracted for by the developer or the homeowner's association to
manage the condominium project,)

(c) The condominium documents shall provide assurance that the
unit holder's interest in common elements (as defined in S. 703.02 (2) ,
Stats.) will not be diminished in any manner based upon the maximum
number of units to be built without the consent of at least 75% of the
unit owners and mortgagees.

(e) Payment of unit owner's share of the common expenses must be
made monthly and will constitute part of the mortgagor's anticipated
annual shelter cost. Evidence of such payment shall be be submitted to
the lender on an annual basis,

(6) SRCOND APPLICATIONS. (a) Favorable consideration may be given
to an applicant's second application for a housing loan from the depart-
ment or to an applicant's request for the issuance of a certificate of eligi-
bility in cases were the applicant has previously had a housing loan from
the department if the applicant invests sufficient not proceeds from the
sale of such property in the now property which the applicant intends to
acquire as provided in par. (b) and if the applicant's previous property
was sold because at the time of the sale of the previous property such
property was:
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1.Located more than a reasonable distance from the applicant's prin-
cipal place of employment;

2.Unacceptable for occupancy by the applicant for medical reasons as
substantiated by medical evidence;

3. Acquired from the applicant under eminent domain proceedings;

4. Sold as a result of the applicant's divorce;

5. Incapable of being occupied by the applicant as his residence be-
cause the applicant was required as a condition of employment to reside
in a municipality other than the one in which such property was located;

6. Inadequate because it had an insufficient number of bedrooms for
the applicant and applicant's family as a result of an increase in the size
of the applicant's family since the housing loan was made thereon; or

7. Unacceptable for occupancy by the applicant and the applicant's
family for exceptional reasons which are deemed adequate by the secre-
tary.

(b) The applicant shall invest all net proceeds, except as provided
below, from the sale of such property toward the downpayment on the
new property which the applicant intends to acquire. The department
may permit the applicant to retain funds in an amount not exceeding the
asset maximum set forth in s. 45.74 (4) , Stats., and, to pay from such net
proceeds, obligations incurred for closing costs, including title insurance
or abstract extension and moving expenses or obligations incurred dur-
ing or after the life of the previous mortgage for medical, hospital or
funeral expenses or approve a housing loan where the applicant has paid
such expenses from the not proceeds prior to application.

(c) A sale of property on which the department had a housing loan
which occurred more than a year prior to the date of application for a
certificate of eligibility or a secondary loan will not be subject to the
provisions of pars. (a) and (b) .

(d) No applicant may have both a secondary loan and a direct loan or
2 direct loans from the department at the same time and no direct loan
proceeds shall be utilized to repay any balances owing the department
by applicants for direct loans on secondary loans or other department
loans.

(e) Where an applicant applying for a certificate of eligibility is still
obligated to the department on either a secondary loan or another direct
loan and such applicant is otherwise qualified for such certificate, a con-
ditional certificate of eligibility will be prepared authorizing application
for a direct loan, subject to the requirement that the property on which
such existing secondary loan or direct loan was made will be sold and
such loan fully paid prior to or at the time of closing of the direct loan
applied for and that funds, including funds to be realized from the net
proceeds of the sale of the home on which the existing loan was made,
will be applied as required by s. 45.74 (4) , Stats., and par. (b) .

(7) SURVEY. Where the legal description of the property is in metes
and bounds, a survey, or copy of a survey, clearly delineating a single
perimeter of the entire plot and location of any existing or proposed im-
provements shall be required, unless the cost of such a survey would be
Register, February, 1981, No. 302
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excessive (more than $750) and there is little question as to the location
of the improvements within the perimeter. In such cases a surveyor's or
professional engineer's letter will be required.

(8) FLOOD PLAIN. In purchase loan applications, if the subject prop-
erty is in a flood plain, the offer to purchase shall contain a statement by
the broker or seller to that effect. If it is in a flood plain, flood insurance
shall be obtained on the property and available at the time of closing.
The property shall be deemed to be in the flood plain only if the build-
ings thereon are in the flood plain.

(9) WELLS AND SEPTIC SYSTFMS. (a) If the property the applicant
wishes to purchase, construct, improve or refinance involves a well, com-
munity water supply (not municipally operated) or a private septic
disposal system, then a well agreement, safe water report (from a labo-
ratory certified by the state of Wisconsin), percolation tests if a con-
struction loan is involved or documentation evidencing an adequate
sewage disposal system (not municipally operated) must be submitted
to the department with the application.

(b) Housing loans will not be approved for the purchase of or con-
struction of housing accommodations on properties where the septic
disposal systems are gas fired or where chemical toilets are utilized.

(c) A housingloan for the purpose specified in s. 45.76 (1) (b) , Slats.,
will be approved on any property where the septic disposal system relies
upon a holding tank with regular pumping and removal on a contract
basis required only if, with the exception of the septic disposal systems
referred to in par, (b), a holding tank is the only system of sewage
disposal permitted for the construction site and only if the installation
thereof has been approved by the local unit of government and all per-
mits necessary for the installation thereof have been obtained, and such
a loan for the purposes specified in s. 45.76 (1) (a) and (b) , Stats., will
only be permitted where the size of the holding tank equals or exceeds
the size required tinder H 62.20 (9) (a) 2, a., Wis. Adm. Code, based
upon the number of bedrooms the existing housing accommodation bas
or the housing accommodation to be constructed will have, and where
the applicant:

1.Has entered into a contract with a properly licensed sewage hauling
contractor who must have demonstrated past satisfactory performance
by having been relicensed at least once by the department of natural
resources; and

2. Has demonstrated sufficient financial ability to handle future in-
creased costs of pumping by having acquired the proposed down pay-
ment on the property to be purchased or constructed by savings rather

l than by gift and by having debt servicing payments and a shelter cost
ratio not exceeding the percentages set forth in VA 4.05 (8), unless the
applicant meets the criteria for larger than normal debt servicing pay-
ments and shelter cost ratios set forth in said section, has a down pay-
ment of at least 7%i % and will be able to retain funds in the amount of at
least $1,500 after making his contemplated down payment and paying
closing costs in relation to the home purchase or construction.

(10) SEPARATE DWELLINGS. The department shall not approve a hous-
ing loan to an applicant and co-applicant for a duplex or a multiple unit
housing accommodation where the applicant and co-applicant are occu-
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pying or intend to occupy separate dwelling units therein even though
both are veterans.

(11) TERm. The am ortization period of a housing loan must be at least
5 years less than the remaining economic life of the housing accomoda-
tion as set forth in the appraisal, not to exceed 30 years.

History: Cr. Register, October, 1974, No. 225, off. 11-1-74; emerg. am. (6), eff. 2-21-74;
emerg. am. (3), eff. 6-1-76; emerg. am. (3), eff. 1-30-76; am. (2), Register, July, 1976, No.
247, eff. 8. 1-76; r. and recr. Register, September, 1978, No. 273, eff. 10-1-78; emerg. am. (2)
(intro.), eff. 11-11-78; emerg. renum. (9) to be (9) (a) and (b), or. (9) (c), eff. 11.24-78,
renum. (9) to be (9) (a) and (h), cr. (9) (c), Register, February, 1979, eff. 3-1-79; am. (2)
(intro.), Register, June, 1979, No. 282, off, 7-1-79; am. (6) (b), (c) and (d) and (6) (d),
Register, December, 1979, No. 288, eff. 1-1-80; am. (6) (a) and (9) (b) , r. (5) (d), Register,
February, 1981, No. 392, eff. 3-1-80.

VA 4.04 Cost of housing accommodation and garage. The follow-
ing bases will be used to determine the cost of housing accommodation
and garage for the purposes of s. 45.74 (5) , Stata.

(1) CURRENT APPRAISAL. In construction loan applications where the
cost of the land and improvements are integral parts of the total prop-
erty cost and in purchase loan applications, the cost of the housing ac-
comodation and garage, shall be based upon a current appraisal thereof.
If the appraised value of the entire property exceeds its cost., the per-
centage of the total appraised value attributable to the housing accom-
modation and garage multiplied by the total cost of the property will be
the cost of the housing accommodation and garage.

(2) COST OF CONSTRUCTION. In construction loan applications where
the lot is purchased separately, the cost of the housing accommodation
and garage shall be the cost of construction thereof which shall not in-
clude the cost of laterals to the lot line, grading, backfilling, fill, land-
scaping, septic tank, dry well, well, driveway, street, sidewalk, curb and
gutter, assessments for sewer and water mains or other ancillary im-
provements to the land.

(3) ORIGINAL COST OR VALUE. In improvement and refinance loan ap-
plications the original cost of the housing accommodation and garage
shall be the cost of construction thereof if constructed by the veteran, If
purchased by the veteran the original cost of the housing accommoda-
tion and garage shall be based upon either the assessed or appraised
value thereof at the time of acquisition of the property by the veteran
and shalt be the product of the percentage of the total appraised or as-
sessed value attributable to the housing accommodation and garage
multiplied by the cost of the entire property.

History: Cr, Register, October, 1974, No. 226, eff. 11-1-74.

VA 4.05 Financial requirements. (subcll. II of ch. 45, Stats.) (1)
FUNDS. (a) Includes cash on hand liquid investments, and except as pro-
vided in par. (b), any asset the conversion of which to cash would not
result in substantial loss. Stocks and bonds, including U.S. Savings
Bonds, are valued at market price as of the date of application and
therefore no toss shall be considered upon sale. The funds of an appli-
cant shall include all funds owned individually and jointly by the appli-
cant and co-applicant. An 11 ^ticant's vendor's interest in a land con-
tract shall be considered funs unless the department determines that
the conversion of such interest to cash would result in substantial loss to
the applicant.
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DEPARTMENT OF VETERANS AFFAIRS	 28-5
VA 4

(b) Funds shall not include cash value of automobiles, household fur-
nishings and appliances, personal effects, life insurance policies, retire-
ment investment plans, stock or interest in an employer's business re-
quired as a condition of current employment, irrevocable trusts of which
the applicant or co-applicant is the settler but not the beneficiary or the
proceeds of loans, except proceeds from loans against life insurance poli-
cies shall be considered funds.

(c) Business assets of a self-employed applicant shall not be included
as funds unless working capital is determined to be in excess of normal
business requirements in which case the excess shall be considered
funds.

(2) VETERANS CONTRIBUTION. if the applicant's contribution required
under ss. 45.74 (5) and 45.77, 5tats., or such closing costs and moving
expenses as the applicant may be required to pay have been or are to be
acquired byy borrowing, the application will not be approved. The appli-
cant must be financially able with the aid of the housing loan applied for
to complete the contemplated purchase, construction, improvement or
refinance and to pay all required closing and moving expenses. Work
credits, rent credits or other reductions of the price of the property being
acquired by an applicant may be allowed but only after the applicant
evidences that a 5% down payment has been made from such appli-
cant's own funds. Mortgage funds shall not be utilized to pay closing
costs. Applicants shall submit verifications of all deposits in excess of
$100 which will constitute a portion of their contribution.

(3) OTHER OWNED NON-RESIDENTIAL REAL ESTATE. (a) The applicant
shall sell such real estate or provide the department with a copy of the
warranty deed, previous year's tax bill and list of encumbrances against
the other owned real estate. The legal description of the other owned
real estate will then be included in the mortgage executed to the depart-
ment as parcel 11 and prefaced by the following statement: "This mort-
gage encumbers only such interest as the mortgagor may have in the
following described real estate." The value of other owned real estate so
mortgaged as additional security shall not be considered funds. The
mortgage must then be recorded in the county where such other owned
real estate is located.

(b) If the applicant's real estate is to be sold, the net proceeds from
the sale shall be invested in the property to the extent required by s. VA
4.03(6) (b) , and the department shall be provided with a preliminary
closing statement on the sale of the applicant's real estate. This prelimi-
nary closing statement and an offer to purchase shall verify the net pro-
ceeds due the applicant upon sale. In any event, the sale of the existing
real estate must close before the department housing loan is closed.

(c) In the event the applicant does not wish to sell non-residential real
estate or to include such real estate in the mortgage, such real estate
must be listed at the equalized assessed value until sold or for at least 90
days. The net proceeds of the sale, above the maximum retained assets,
must then be applied to the proposed improvement, purchase, refinance
or construction. If such real estate cannot be sold, it shall be mortgaged
for at least 2A of equalized assessed valuation, and the proceeds of such
mortgage shall be defined as funds. The monthlypayment on this mort-
gage shall not be considered in shelter cost ratio, debt service payments,
or total debt payments computations.
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(d) When an applicant has sold real estate on a land contract, the
department shall consider as income the payment being received by the
applicant less the payment made on any underlying debt on the real
estate and shall require the applicant to assign the applicants vendor's
interest in land contract to the department if such interest is funds for
the purpose of obtaining payment to the department or escrow for im-
provements to the principle residence of the net proceeds to be realized
by the applicant at the time of the payment of the land contract balance.

(e) Release of all or any portion of other owned real estate included in
direct loan mortgages may be made pursuant to s. VA 4.08 (9) , and re-
leases of such real estate from secondary loan mortgages may be made
pursuant to s. VA 4.09 (12) .

(f) Any non-residential real estate owned by an applicant which the
applicant proposes to retain and which borders on the property on which
the applicant has applied for a housing loan shall be included as a part of
such property, for all purposes, including the establishment of the cost
of such property,

(g) Accepted offers to purchase for the sale of real estate shall not
constitute the sale of such real estate for the purposes of this section and
s. VA 4.03 (4) . Actual closing of the sale of such real estate must take
place prior to the closing of the department housing loan mortgage.

(4) OTHER OWNED RESIDENTIAL REAL ESTATE. (a) If the applicant owns
residential real estate on date of application, regardless of location, such
real estate must be sold prior to closing. A land contract vendee's inter-
est in residential real estate shall be deemed to be ownership of such real
estate for the purposes of this paragraph. Residential real estate shall
not include vacant lots or seasonal cottages.

(b) If the applicant owns residential real estate on the date of applica-
tion, regardless of the location, such real estate must be sold prior to
closing and the net proceeds from the sale of the applicant's real estate
shall be invested in the property to the extent required by s. VA 4.03 (6)
(b) and the department shall be provided with the accepted offer to
purchase and a preliminary closing statement on the sale of the appli-
cant's real estate. This preliminary closing statement and an offer to
purchase shall verify the net proceeds due the applicant upon sale. In
any event, the sale of the existing real estate must close before the hous-
ing loan is closed.

(5) INCOME. (a) The adjusted gross income shown on an applicant's
income tax return for the prior year shall be the "income" of a self-em-
ployed applicant or of an applicant who must pay substantial job con-
nected expenses. However, in proper cases involving such applicants,
the authorized lender or the department may accept a recent profit and
loss statement and balance sheet covering a period of not less than 6
months or a recent profit and loss statement and balance sheet covering
a lesser period and a copy of the income tax return of the former owner
of the applicant's business as evidence of the "income" of such appli-
cant. Such profit and loss statements and balance sheets must be profes-
sionally prepared. Seasonal employes income will be based on the appli-
cant's previous year's tax return plus unemployment compensation if
such compensation is customary for the applicant's type of employment
and is verified.
Register, February, 1981, Nu. 302
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(b) The "income" to be used for all with all re-
tirement account (IRA) is the adjusted gross income. The IRA adjust-
ment to income shall not be added back to the applicant's income.

(c) One-half of gross rental income will be considered "income" if ser-
vices are furnished to tenants and 2h of gross rentalincome will be con-
sidered "income" if no services are furnished. Such income shall be ap-
plied in full in the caseof a sole applicant and in the case of all
and co-applicant such income shall be divided equally between the ap-
plicant and co-applicant. "income" shall not include income from room
rental in the home proposed for purchase, construction, improvement or
refinance with a housing loan.

(d) Unless temporary in nature, tax free pensions and disability com-
pensation may be considered "income" at 120% of face value if neces-
sary to qualify an application.

(e) Part-time or overtime pay, bonuses, national guard or military
reserve pay, unemployment compensation and the income of the appli-
cant or co-applicant will be considered "income" only if acceptable, in-
dependent evidence is submitted to substantiate the regular and de-
pendable nature thereof. The gross income the applicant is receiving
from regular work shall in all cases be verified by the employer.

(f) Piece work pay and incentive pay may he considered "income"
only if a history or other acceptable evidence of such income is submit-
ted and accepted by the department.

(g) Scholarships, stipends and education benefits for actual time in
school maybe considered "income" only if they are regular and depend-
able.

(h) An application from all 	 about to retire or who is retired
shall be analyzed based upon retirement income.

(i) Child support payments, separate maintenance payments, or ali-
mony shall be considered as "income" to the extent that they are likely
to be received consistently.

0) The income of an applicant who is required by court order to make
alimony or child support payments may, upon the applicant's request,
be reduced by the amount of such required payments for the purposes of
computing the applicant's income for the purposes of s. 45.74 (5), Stats.,
and the applicant's shelter cost, debt servicing payments and total debt.
payments, and only the remaining income shall be considered in making
such computations, but not for the purpose of qualifying an applicant
whose income exceeds the maximum annual income limitation.

(k) Tile income of the co-applicant and part-time income of the appli-
cant or co-applicant shall be evaluated by the same standards as the
income the applicant is receiving for regular work.

(1) Where "income" exceeds the maximum annual income limitation
the application will be denied.

(m) The annual income from payments received for foster care shall
be computed by determining the number of months each child was cared
for in the 12 months prior to the date of application, totalling the results,
and multiplying the total by tile monthly faster care rate in effect oil
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date of the application. Income from providing foster care to children
shall be considered regular and dependable only if:

1. The applicant has provided foster care for at least 24 months im-
mediately prior to the date of application,

2. The applicant, on the date of application, is receiving a monthly
income from foster care of at least 1/12th of annual income from foster
care for the previous 12 months, and

3. The agencies from whom the applicant receives foster care pay-
ments verify the total amount of payments made to the applicant in the
preceding 24 months, and verify that they are likely to continue making
foster care placements with the applicant,

(S) GIFTS. Money or the value of real estate received by an applicant
as a gift shall be considered the applicant's own funds. However, to be
considered funds of the applicant, the donor shall certify that the gift is
outright and irrevocable and no repayment is required. All gifts that
have been transferred prior to or at the time of closing shall be verified
in writing. The donor may not be party to or have all interest in the real
estate or construction transaction involving the home proposed for
purchase, construction or refinance. The value of real estate given to an
applicant shall be either its assessed value as equalized for state pur-
poses, its appraised value, or the original cost thereof to the donor where
the donor has given the applicant all contiguous land acquired by such
donor by any single conveyance, whichever is most advantageous to the
applicant. The value of such real estate, as elected above, shall be its cost
for all purposes.

(7) PERSONAL PROPERTY. Any personal property included of value in
the offer to purchase a property to be financed with a housing loan must
have a value placed upon it by the appraiser and the amount of such
value shall be deducted from the sale price. The personal property must
be paid for by the applicant from funds which must be in excess of the
minimum down payment and closing costs. If there is no value to per-
sonal property included in the offer to purchase, the offer must so state.
The cost of any personal property included in a construction orimprove-
ment contract shall be paid by the veteran borrower and such payment
shall not constitute part of the applicant's equity in the property. (Car-
peting, built-ins, fixtures, drapes or other items permanently affixed to
the structure shall not be considered personal property.)

(8) DEBT SERVICING PAYMENTS, SHELTER COST RATIO, AND TOTAL DEBT
PAYMENTS. Where an applicant's debt servicing payments exceed 35`ii, of
current monthly income or where an applicant's shelter cost ratio ex- 	 ("
ceeds 25%, the application will be denied unless the applicant has a his-
tory of excellent debt service combined with either a demonstrated abil-
ity to accumulate savings as evidenced by a larger than normal down
payment of at least T/2% or such other factors as the department finds
to be relevant to the applicant's ability and motivation to make higher
than normal debt servicing or shelter cost payments. In the reconunen-
dation concerning the applicationt the lender should cite factors which
evidence the applicant's ability to make higher than normal shelter cost
payments or debt servicing payments. Where total debt payments are
excessive the application will be denied.
Register, February, 1961, No. $02
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(9) EMPLOYMENT. The applicant must have stable employment and
must evidence sufficient income and financial stability to assure repay-
ment according to the terms of t11e loan. In the case of a direct loan,
income and employment that is not maintained at closing as stated on
the application should result in the authorized lender cancelling the loan
commitment.. Employment must be verified for at least the past 2 years,
or since separation from the U.S. armed forces, whichever is less. If there
has been more than one employer in the past 2 years, additional verifica-
tions must be completed by each employer. Any increase in income an-
ticipated, if it is to be used, shall be verified by the employer and shall be
effective prior to the date of the first payment.

(10) LIABILITIES. The department and authorized lender shall analyze
the stated purposes for which an applicant's debts were incurred, the
total amount of the indebtedness in relation to income, and the appli-
cant's record of meeting past financial obligations in determining
whether the level of indebtedness is excessive. Tile purpose for which all
debts were incurred shall be stated on the application. If the department
or authorized lender determines the accumulated indebtedness indi-
cates financial instability or the amount of monthly payments will im-
pair the applicant's ability to make shelter cost payments and meet ordi-
nary living exenses, the loan application shall be denied. Accumulation
of net worth may be considered all 	 of creditworthiness.

(11) INCREASE IN HOUSING OBLIGATIONS. Where all 	 whose to-
tal housing obligations on a property which the applicant proposes to
purchase, construct, improve or refinance with the assistance of a hous-
ing loan will exceed the rental or housing obligations which the appli-
cant is required to pay for the housing accommodation being occupied
oil the date of application, and where such applicant has been operating
at a breakeven point or less as evidenced by increasing debts, the appli-
cation will be approved only if t11e applicant has a history of acceptable
credit practices.

(12) BAD CREDIT PRACTICES. Applications From applicants who have
failed to pay their obligations in a timely manner shall be denied unless
such applications have strong offsetting characteristics or unless the fi-
nancial difficulties responsible for the applicant's inability to pay their
obligations in a timely manner could not have been avoided by prudent
management.

(13) BANKRUPTCY, JUDGMENTS, ETC. Applications from applicants cur-
rently under federal chapter 13 plans will not be accepted unless the
applicants are in the final year of their plans, have satisfactory payment
records under their plans and have made all required payments under
their plans. Any application from all who has been subject to
bankruptcy proceedings or to liens and judgments within the 5 years
immediately preceding the application, shall be examined carefully and
the circumstances fully analyzed to determine whether t11e applicant is
creditworthy and has demonstrated financial recovery. A copy ofthe
petition, schedules of debts and discharge in bankruptcy along with the
applicant's signed statement of the reason for such bankruptcy must be
submitted with the housing loan application. In the absence of all

 reason for the bankruptcy, liens or judgments, there must be a
strong history of recovery and good present financial standing. If the
applicant's credit is to be considered favorable, liens and judgments
must be satisfied prior to the time of closing of a housing loan and ali-
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mony and support payments must be current as of the date of approval
of the housing loan application by the department.. Evidence front the
clerk of courts that the applicant is current or, if the applicant is in ar-
rears, that regular payments have been made every month for not less
than 12 months immediately preceding the loan application date and
that such applicant has made arrangements which the department
deems satisfactory for payment or deferment of the obligation to repay
the arrearage, owing shall be submitted to the department in the case of
support, alimony and separate maintenance payments.

(14) WORKING CAPITAL. In the case of a self-employed applicant oper-
ating a business, the cash flow shall be considered and if the do artment
determines that the applicant will have insufficient cash or wowing cap-
ital remaining to fulfill the applicant's obligations, the loan shall not be
approved.

History. Cr. Register, October, 1974, No. 226, off. 11-1-74; emerg. am. (5) (d) and r. (5)
(c), eff. 7-29-76; am, (5) (e) and (7) (b) , T. and recr. (6) (c) and (d) , Register, July, 1976, No.
247, eff. 8-1-76; r. and recr. Register, September, 1978, No. 273, eff. 10-1-78; am. (5) (j) , (6)
and (13), Register, December, 1979, No. 288, eff. 1-1-80; am. (5) (a), Register, November,
I980, No. 299, eff. 12-1-80; am. (5) (1) and (k), cr. (5) (m), Register, February, 1981, No.
302, eff. 3-1-81.

VA 4.06 Property qualifications, (s. 45.76 (3), Stats.) (1) GENERAL.
A housing loan will be approved only on a home which is determined to
be adequate housing which is located or, in the case of a mobile home,
which is to be located in Wisconsin, and the total cost of which does not
exceed its market value. The home must be occupied by the applicant as
the applicant's and dependent' residence and may not be more than 50
miles from the applicant's principal place of employment provided,
however, that exceptions may be made by the department to the mileage
limitation if the applicant has no principal place of employment or is
transferred routinely by the applicant's employer, or hiring agent, on a
job-to-job basis or where travel beyond the 50 mile limit is in conformity
with local conditions and customs.

(2) EXCESSIVE LAND VALVE. The appraised value of a housing accom-
modation and garage located on land in a residential area, on land with
water frontage, on land in a commercial area or on rural non-farm prop-
erty must equal or exceed 40% of the total cost of the land, housing
accommodation and garage and other improvements. In the case of an
application for a housing loan for the construction or improvement of a
housing accommodation or for the construction of a garage on a farm
with farm land and farm buildings, the department or authorized lender
shall determine that the value of the land and non-housing improve-
ments thereon is not disproportionate to the value of the dwelling before
the application can be approved.

(3) SUB-STANDARD HOUSING ACCOMMODATIONS, Applications for hous-
ing loans to purchase substandard housing accommodations, temporary
dwellings, or housing accommodation not meeting minimum require-
ments of health and sanitation, such as garages, basements, or cottages
inadequately converted for permanent occupancy, will not be approved.

(4) SPLIT LOTS. All applicator to purchase 2 housing accommodations
on one lot will be approved only if the applicant is able to establish that
the housing accommodations in the applicant desires to reside
cannot be purchased separately. An application to purchase a house sit-
uated on a lot deemed to be of inadequate size will not be approved.
Register, February, 1981, W.:502
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(5) PROPERTY ANALYSIS. Federal home loan mortgage corporation
(FHLMQ guidelines and standards shall be used for evaluating proper-
ties. Loans will not be approved on properties that fail to meet such
standards and such standards and guidelines will be used for determin-
ing the maximum number of years for which loans will be made on
properties offered as security therefor.

(G) PROPERTY INVOLVINGBUSINESS PREMISES. (s. 45.70, Stats.) (a)
Housing loans on property involving a business premises may be ap-
proved if the structure is designed principally for residential use and the
applicant will reside in it. However 50% or more of the total square foot-
age shall be used for resident purposes and occupied by the applicant
and the appraisal should show the percentage.

(b) The property shall contain no more than one business unit and
one residential dwelling unit.

(c) The applicant must use the business unit solely for the operation
of the applicant's business.

History; Cr. Register, October, 1874, No. 226, elf. 11-I-74; am. (1), (2), (3) and (4), cr.;
(6), Register, September, 1978, No. 273, eff. 10-1-78.

VA 4.07 Appraisals. (1) GENERAL. Appraisals must be submitted
with all housing loan applications and, in the case of applications for
direct loans, must be completed on an appraisal form prescriibed by the
department by an appraiser selected by the authorized lender from ap-
praisers approved by the department. Appraisals submitted with appli-
cations for secondary loans may be submitted oil either the depart-
ment's appraisal form or oil forms prescribed by the
department by a department approved appraiser.

(2) USE OF APPRAISALS. Appraisals will be used in determining
whether the properties so appraised wi11 adequately secure proposed
housing loans, but such appraisals are advisory only and the department
may determine the value of properties for its purposes by means of prop-
erty inspection by department. representatives, by obtaning appraisal
reports at its own expense, or by such other means as it may. deem prac-
tical. When the sales price or construction cost exceeds either the ap-
praisal figure or the department's determination of value, the housing
loan application will not be approved.

(3) APPRAISERS. The secretar y may designate appraisers in any
county for the protection of veterans, the department and the authority,
and in counties where such appraisers have been designated only their
appraisals will be accepted. The department shall maintain and publish
from time to time a list of appraisers whose appraisals will be accepted
by the department.

(4) DISINTEREST. The appraiser shall not have all in the prop-
erty to be purchased, constructed or refinanced, or be employed by the
lender except. under exceptional circumstances with prior approval of
the department.

(5) AnD mvs. The appraisal must be addressed jointly to the appli-
cant, lender and the department on Clio form itself or in a letter acconl-
panying the appraisal, clearly identifying the subject property and a
copy of the appraisal must he given to the applicant.
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(6) MISCELLANEOUS REQUIREMENTS. (a) The appraiser shall consider
and comment upon encroachments, easements, code violations or vari-
ances.

(b) The appraisal shall contain a statement that the subject property
is or is not in a flood plain. Construction loans in a flood plain shall not
be approved unless the plans and specifications comply with the re-
quirements of the Wis. Adm. Code, NR 115. The appraisal shall state
whether or not they comply with such requirements.

(c) Condominium appraisals must be submitted on Form FIII,MC
#465.

(d) The appraiser shall state the previous year's property taxes on
existing properties or the estimated property taxes on new or proposed
construction properties.

(e) The appraisal shall state estimated fair market rental of rental
Units if the property has rental units.

(f) The appraiser shall evaluate personal property if personal prop-
erty of value is included in the property to be purchased or constructed.

History; Cr. Register, October, 1974, No. 226, eff. I1-1-74; am. (2), er. (4), (5) and (6),
Register, September, 3978, No. 273, eff. 10-1-78; am. (6) (f), Register, December, 1979, No.
288, eff. 1-1-80.

VA 4.08 Direct loan program regulations. (1) CERTIFICATE OF ELI-
GIBILITY. (a) Application. An application for issuance of a certificate of
eligibility for a direct loan shall be submitted to the department through
the applicant's county veterans service officer and shall be in the same
form as an application for the establishment of eligibility for general
benefits from the department but shall contain a specific request for
issuance of such certificate.

(b) Issuance. A certificate of eligibility shall be issued only to a vet-
eran whose previous transactions with the department would in no way
bar approval of a secondary loan by the department.

(c) .expiration. If the applicant is a veteran who was a resident of the
state of Wisconsin at time of entry into military service, the certificate of
eligibility shall be issued for an indefinite period. If the applicant quali-
fies as a veteran by virtue of being the unremarried spouse of a deceased
veteran, the certificate shall become null and void upon the remarriage
of the applicant and shall so state upon its face. If the applicant estab-
lished eligibility for the certificate on the basis of 10 years continuous
residence in the state of Wisconsin, it shall expire 6 months from date of
issuance,

(d) Reissue. A certificate of ellgibility may he reissued in cases where	 {
the original certificate has expire 	 has been lost if the applicant is still
an eligible veteran at time of application for reissue.

(2) CONTRACTS. The department shall enter into contracts with au-
thorized lenders willing to participate in the direct loan program before
such lenders may process direct loan applications. Such contracts shall
delineate or include reference to the responsibilities of the authorized
lenders and other matters set forth in s. 45.79 (5) (a) I., Stats., shall
vest authorized lenders with such powers as the department deems nec-
essary to enable them to properly carry out their servicing responsibili-
Register, February, 1981, No. 302



DEPARTMENT OF VIaTERANS AFFAIRS	 28-13
VA 4

ties, shall specify the minimum number of days notice required by the
department of anticipated closing or first disbursement dates, and shall
specifically require such lenders to execute warranties and servicing
agreements in connection with direct loans closed by them, the provision
of which warranties and agreements shall be deemed to be incorporated
in such contracts.

(3) APPLICATION. Application for a direct loan shall be made through
the authorized lender of the applicant's choice. The application shall be
completed on forms prescribed by the department, and shall include the
applicant's certificate of eligibility, a fact-built credit report, appraisal
report, employment and deposit verifications and, where appropriate,
plans, specifications, a construction contract, a survey, water analysis
report, purchase agreement, and such other instruments and exhibits as
the authorized lender deems necessary to complete the application.

(4) DENIAL BY AUTHORIZED LENDER. If at any time during the course of
the development or evaluation of an application for a loan, the autho-
rized lender determines that the application does not meet the require-
ments set forth in chapter VA 4, Wis. Adm. Code and subeh, 2 of ch, 45,
Stats., or that it would not approve a loan to the applicant under its
normal underwriting standards because the property to be acquired or
refinanced does not meet its minimum or FHLMC minimum property
standards, because the applicant does not meet its credit standards, etc.,
the authorized lender shall inform the applicant that the application is
denied and provide reasons for such denial. Applications denied by au-
thorized lenders shall not be forwarded to the department but the de-
partment shall be notified promptly of such denials.

(5) SUBMISSION TO THE DEPARTMENT. All applications approved by au-
thorized lenders shall be submitted to the department for review and
approval or denial. Immediately upon approval of an ap lication the de-
partmentshall notify the authorized lender involved all as soon as pos-
sible thereafter, shall send a commitment letter to the authorized
lender, with which the department shall return the application commit-
ting the department to transfer funds as provided under s.
45.79 (5) (a) 4, Stats., subject to such funds being made available to the
department. Purchase or refinance loan commitments will expire 6
months from date of issuance and construction loan commitments will
expire 12 months from date of issuance, but may be extended at the
discretion of the department.

(6) CONSTRUCTION LOANS. Construction loan funds shall be disbursed
on the basis of guidelines set forth in section VA 4.03 (3), Wis. Adm,
Code and in compliance with all conditions set forth therein.

(7) WARRANTY. As soon as practicable after the closing of a purchase
or refinance loan or after the first disbursement of funds in a construe-
tion loan the authorized lender will transmit the executed mortgage
note, summary of closing worksheet and warranty to the department.
The authorized lender will also transmit the executed mortgage and as-
signment of mortgage to the department for transmittal to the authority
if the authority is providing the funds for the loan and so requires. The
warranty shall he made oil a form furnished by the department. and shall
contain information sufficient to enable the department to determine
that a valid first lien which complies with the requirements of all federal
and state laws exists in favor of the authority or of the department on
the mortgaged premises and that the mortgagor has obtained, or in the
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case of construction loans will obtain, adequate fire and extended cover-
age insurance oil mortgaged premises and will contain such other
information as the department. requires.

(8) SERVICING AGREEMENTS. (a) General. Servicing agreements shall
set forth in detail the servicing powers and responsibilities of authorized
lenders, shall require such lenders to remit principal payments and in-
terest payments, except for the portion thereof constituting the autho-
rized lender's servicing fee, to the department. or the authority at least
twice monthly, or whenever payments received total $5,000, whichever is
more frequent, and shall specify the manner in which the authorized
lenders shall report on loan collections.

(b) Fees and expenses. Servicing agreements shall specifically em-
power authorized lenders to collect and retain late charges, NSF check
charges, partial release fees, and amounts representing expenditures
made by them with respect to mortgages executed or properties mort-
gaged to the department or to such lenders or to the authority for which
they have not been reimbursed by the department. Late charges, NSF
check charges and partial release fees not collected by such lenders from
mortgagors, in addition to required principal, interest and escrow pay-
ments, may not be deducted from such payments, charged to the depart-
ment or the authority or added to mortgage loan balances. Such agree-
ments shall specify the items for which authorized lenders may incur
reimbursable expenses and the terms and conditions under which the
department will pay such expenses.

(9) PARTIAL RELEASES. Ali authorized lender may, with the consent of
the department, release a portion of the property mortgaged to it or the
department or the authority under a direct loan if the release of such
property will not unduly diminish the value of the remainder of the
property. The authorized lender will require that any funds received by
a mortgagor from the sale of property released be applied to reduction of
the mortgage loan balance unless it is proposed that apart of such funds
will be used to improve the property, in which case the authorized lender
may approve such use and supervise the disbursement of funds there-
fore.

(10) CONSUMER LAWS. Notwithstanding any contrary provisions of the
Wisconsin Statutes, the Wisconsin Administrative Code, of contracts
and servicing agreements entered into between the department and
lenders or of the department's lenders manual, lenders shall take such
actions as they deem necessary to comply with federal and state con-
sumer laws and regulations and laws and regulations in the nature
thereof including, but not limited to, Regulation B under the Equal
Credit Opportunity Act, and shall be responsible for defending any suits
broughtfor non-compliance therewith and liable for any damages
awarded for such non-compliance.

History; Cr. Register, October, 1974, No. 226, eff. 11-1-74; emerg. am. (5), (7), (8) and
(9), eff, 7229-75; am. (5), (7) , (8) and (9) , cr. (10) , Register, duty, 1976, No. 247, eff, 8-1-76;
am. (3), (4) (b), (s) and (9), Register, September, 1978, No. 273, eff. 10-1-78.

VA 9.09 Secondary loan program regulations. (1) IMPROVERIEN'r
LOANS. A housing loan may be made for improvement to a mortgagor's
present dwelling or for construction of a garage if the property will have
sufficient value after completion of the garage or of the improvements to
the dwelling to provide adequate security for the department's Ioan. An
Register, February, 1981, No. 302
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existing department housing loan made pursuant to s. 45.352, 1971
Stats., or s. 45.80, Stats., may be increased to finance improvements to
the home mortgaged to the department.

(2) DEPARTMENT'S PRIORITY POSITION. The applicant will be required
to submit a commitment. from the proposed primary lender with the ap-
plication. Such commitment will be directed to the department and will
agree that only the amount of loan so committed will have priority of
lien over the department's second mortgage, and that additional moneys
advanced, except for the payment of taxes and insurance, will not have
such priority without written consent by the department.

(3) PRELIMINARY EVIDENCE OF TITLE AND FINANCING. When the primary
lender is a private individual or where the department cannot be assured
that the disbursement of secondary loan funds will be adequately super-
vised, a copy of the proposed primary mortgage and mortgage note, and
a preliminary attorney's opinion of title oil abstract extended to
date, or a current title report, must be submitted. A preliminary attor-
ney's opinion of title on the abstract extended to date or a current title
report must also be submitted when an existing primary mortgage loan
is to be retained or assumed by the applicant or when the department is
requested to make a first mortgage secondary loan.

(4) MAXIMUM PRIMARY FINANCING. Where a mortgagor who is required
to obtain maximum primary financing under the provisions of s. 45.71
(11) (a), Stats., reports inability to obtain a mortgage equal to at least
60 io of the cost of the property intended to be purchased, constructed,
or refinanced, the mortgagor must verify that the financing which has
been obtained constitutes maximum primary financing by submitting
statements from local lending institutions which set. forth:

(a) The amount of the primary loan applied for by the mortgagor.

(b) The maximum primary loan they would be willing to make to the
veteran.

(c) The reasons for not approving a mortgage loan equal to at least
60% of the total cost of the property.

(5) DISBURSEMENT OF SECONDARY LOAN FUNDS. The department shall
establish appropriate procedures to regulate and control the disburse-
ment of secondary loan funds so as to assure proper application and to
properly secure the department's investment, and for that purpose may
designate local disbursing agents to act. for and under the direction of
the department.

(6) INCREASE IN PRIMARY MORTGAGE LOAN. That part of a loan which, at
the time the loan is made, is in excess of the amount stated in the pri-
mary lender's commitment, or any subsequent increase or advance in
the principal balance, except. for the payment of taxes and insurance,
shall not acquire priority of lien superior to the department's second
mortgage unless approved in writing by the department. In such cases,
the department may take whatever action it deems advisable to protect,
its second mortgage interest and inky require immediate payment of its
loan.

(7) INSTRUMENTS NECESSARY TO COMPLETE LOAN. The department shall
withhold $100 of the secondary loan proceeds Until the following instru-
ments have been received:
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(a) The note to the department properly executed and of even date
with the mortgage and/or chattel security agreement.

f

(b) The mortgage to the department properly executed and recorded
and, in cases involving mobile home loans, the properly executed chattel
security agreement or both such mortgage and such chattel security
agreement.

'(c) In cases where the mortgagor owns the land on which such mort-
gagor's housing accommodations is located or is to be located, evidence
that the mortgage to the department is a valid lien subject only to the
primary mortgage, if any,described in the primary lender's commitment
to the department. Such evidence shall consist of either an attorney's
opinion of title directed to the department or a title insurance policy.

(d) A memorandum of fire and extended coverage insurance or home-
owners insurance in an amount at least equal to the appraised value of
the improvements at the time of application.

(e) A copy of the closing statement in all purchase transactions show-
ing that all tax credits given a veteran on closing have been deposited in
an escrow account to be applied as the taxes shall become due.

(f) In cases involving mobile home loans:

1. A remittance payable to the state of Wisconsin, department of
transportation, in the amount of the fee required to perfect the depart-
ment's security interest.

2. The certificate of title with the department's chattel security inter-
est set forth thereon.

(8) TITLE, EVIDENCE AND PROPERTY INSURANCE. (a) Where a mortgagor
fails to provide evidence that the mortgage to the department is a valid
lien subject only to the primary mortgage, if any described in the pri-
maryy lender's commitment, or fails to carry ant pay for fire and ex-
tonded coverage insurance or homeowners insurance in an amount at
least equal to the appraised value of the improvements at the time of
application on property mortgaged to the department, the department
shall insure its mortgage interest in the property involved with the state
insurance fund or shall procure the necessary title evidence and charge
the cost to the mortgagor.

(h) After the department has received an initial memorandum of fire
and extended coverage, fire and windstorm or homeowners insurance
coverage which satisfies the requirements of subsection (7) (d) , or Wis.
Adm. Code section VA 3.64 (4), or if the department has a memoran-
dum of such insurance coverage in its files, the department shall assume
that the property involved is continuously covered by such insurance
and neither attempt to obtain renewal policies nor make any other effort
to assure that its mortgage interest in the property involved is continu-
ously insured until it receives notice of the lapse, cancellation, or non-
renewal of such property insurance coverage.

(c) When the department is notified of the cancellation, lapse or non-
renewal of a fire and extended coverage, homeowners or fire and wind-
storm insurance policy insuring a propperty in which it has a mortgage
interest, the mortgagor involved shall 11e notified that it is such mortga-
gor's responsibility to obtain and pay for adequate insurance coverage
Register, February, 1981, No. 302
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and shall be instructed to submit a memorandum of such insurance cov-
erage to the department and, until such memorandum is received, the
department shall insure its interest in such property with the state in-
surance fund and may charge the account of each mortgagor involved
not to exceed $2.00 per month to offset the cost of state insurance and
administrative expenses incurred in connection with the administration
of this paragraph.

(S) PAYMENT DISTRIBUTION. Payments will be applied first to interest,
then to mortgage cancellation life insurance premiums, and then to
principal.

(10) REDUCTION IN MONTHLY PAYMENTS. The terms of the contract be-
tween the mortgagor and the department must be complied with by the
mortgagor after the note and mortgage have been executed, but the de-
partment may change the time and manner of repaying the obligation at
the request of the mortgagor when such change is justified by circum-
stances not in existence at the time the loan was made.

(11) SUBORDINATION AGREEMENT. The department may execute a sub-
ordination agreement to permit an increase in a mortgagor's present pri
mary mortage or to replace his present primary mortgage with another
in an amount equal to or in excess of the balance owing on the present
primary mortgage when it is satisifed that the property will provide ade-
quate security for its mortgage after the proposed increase in the pri-
mary mortgage.

(a) The mortgagor must submit evidence of such mortgagor's present
income and of the shelter cost payments under the repayment terms of
the proposed new primary note and mortgage to establish that the new
shelter cost payments will not be excessive In view of present income.

(b) The department may execute a subordination agreement to give
priority to a proposed primary mortgage where the department's mort-
gage has been prematurely recorded or in exceptional cases without re-
quiring the evidence set forth in paragraph (a).

(12) PARTIAL RELEASE. OF MORTGAGE. (s. 45.72 (5) '(d), Stats.) The
department may release a portion of the property providing security for
its mortgage if the release of such property will not unduly diminish the
value of the remainder of the property. The department may require
that any funds received by a mortgagor from the sale of the property so
released must be applied pro rata to all mortggages thereon in the ratio
existing between such mortgages at the time the department's Ioan was
made. If the primary mortgagee waives claim to such funds or if the de-
partment holds the primary mortgage, then such funds shall be applied
as a principal reduction of the department's mortgage loan. if all or part
of such funds are to be used toimprove the property the department
may approve such use, provides! that the expenditure of said funds will
be supervised. Notwithstanding the provisions of this section, the de-
partment may, in exceptional cases, release a portion of the propperty
providing security for its mortgage without requiring either that fiords
received by the mortgagor from the sale of the property be applied to the
mortgages thereon or that such funds must be used for the improvement
of the mortgagor's property if it is satisfied that the property remaining
after execution of the partial release will adequately secure Its mortgage
balance.
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(13) RELEASE OF SATISFACTION. T he department's satisfaction of mort-
gage, the mortgage and mortgage note shall not be released for a period
of 3 weeks following receipt of final payment, unless final payment, is
received in the form of cash, bank draft, bank money order, cashier's
check, certified check, savings and loan or building and loan association
check, credit union check or insurance check.

History: Cr. Register, October, 187.9, No. 226, eff. 11-1-74; aru. (B) (c), Register, July,
1976, No. 247, eff. 8-1-76; am. (1), (2), (3), (4), (5), (7), (8) (intro) and (c), (10), (11)
(intro) and (a) and (12), Register, September, 1978, No. 273, eff- 10-1-78; am. (3), Register,
December, 1979, No. 288, eff. 1-1-80.

VA 4 .10 Acceleration. (1) FALSE STATEMENT nY APPLICANT. Whenever
it is determined that an applicant has obtained a housing loan through
fraud, misrepresentation, or through concealment of a material fact, the
mortgage note may be accelerated and full payment demanded.

(2) TRANSFER OF POSSESSION. The department or authorized autho-
rized lender may accelerate the mortgage note and require that the
mortgage loan be paid in full when a mortgagor transfers hysical pos-
session of the mortgaged premises, and the mortgage wi^ provide for
such acceleration.

(3) SALE of PROPERTY. Subject to the provisions of s. 45.78 (2) (a) and
(b) , Stats., the department or authorized authorized lender will acceler-
ate a mortgage note and require that the mortgage loan be paid in full
when the mortgagor completes a sale of the homestead mortgaged to the
department or authorized lender.

(4) DEFAULT. Where a mortgagor is in default in loan repayments or
has substantially breached mortgage covenants, the department may ac-
celerate a secondary loan mortgage note and the authorized lender may
accelerate a primary loan mortgage note with the department's consent.

History: Cr. Register, October, 1974, No. 226, eff. 11-1-74; am. (2), (3) and (4), Register,
September, 1976, No. 273, eff. EO-1-76.

VA 4,11 Procedure for suspension of builders, authorized lend-
ers and appraisers. Upon determination by the department that ade-
quate cause exists for the suspension of a builder, authorized lender or
appraiser (affected party) from participation in the housing loan pro-
grams, the procedures set forth below shall be followed by the depart-
ment:

(1) NOTICE; OF SUSPENSION. Notice of suspension signed by the secre-
tary will be sent by the department to the affected party by certified
mail, return receipt requested. The notice of suspension will outline the
reasons for the act of suspension and the effective date of suspension
and will inform the affected party that such party may file a written
request with the department for a hearing.

(2) NOTICE OF HEARING. If a written request for a hearing filed with the
department by the affected party meets the four-fold test of s.
227.075 (1) (a) - (d) , Stats., and if such request is not denied by the de-
partment under s. 227.075 (2), Stats., the hearing granted by the depart-
ment shall be treated as a "class 3 proceeding" as defined in s.
227.01(2) (c), Stats., and written notice complying with s. 227.07 (1) ,
(2) and (3), Stats., will be sent to the affected party by certified mail,
return receipt requested, at least 10 days prior to the date of hearing.
Register, February, 1981, No. 302
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(3) CONDUCT OF HEARING. The hearing shall be hold before a hearing
examiner who shall be designated by the secretary. The hearing exam-
iner will have the powers enumerated under s. 227.09, Stats. Every party
to the hearing shall be afforded adequate opportunity to present evi-
dence and to rebut evidence presented or offer countervailing evidence.
A stenographic, electronic or other record shall be made of the hearing.
The record shall be transcribed by the department, and free copies of
the written transcript may be provided to any party in interest upon
request.

(4) FINAL DECISIONS. Under s. 227.09 (3) Stats, the department may,
by order, direct that the hearing examiner's decision be the final deci-
sion of the department. Alternatively, the decision of a majority of offi-
cials of the department appointed by the secretary shall be final.
Whether the hearing examiner's decision, or the decision of the officials
appointed by the secretary is final, such decision shall be based solely on
the evidence presented at the hearing and on matters officially noticed.
The decision will be based on the standard of substantial evidence. It
shall be in writing and contain findings of fact and conclusions of law.
The findings of fact shall treat each material issue of fact. The final deci-
sion shall be served by personal delivery or mailing to each party to the
hearing or to the party's attorney of record.

(5) PETITION FOR REHEARING.. Any party who deems itself aggrieved by
a final decision may within 20 days after entry of the order set forth in
such final decision, file with the department a written petition for re-
hearing specifying in detail the grounds for the relief sought and sup-
porting authorities. The department may also order a rehearing on its
own motion within 20 days after a final order. The filing of a petition for
rehearing shall not delay or suspend the effective date of the final order.
The final order shall continue in effect unless the petition for rehearing
is granted or until the order is superceded, modified, or set aside as pro-
vided by law.

(6) DISPOSITION OF PETITION. A rehearing will be granted only on the
basis of some material error of law, some material error of fact or discov-
ery of new evidence sufficient to reverse or modify the filial order which
could not have been previously discovered by due diligence. The depart-
ment may enter an order with reference to the petition for rehearing
without a hearing, and shall take final action oil petition within 20
days after it is filed.

(7) APPEAL TO BOARD OF VETERANS AFFAIRS. (a) Upon the denial of a
petition for rehearing by the department, an affected party may appeal
to the board of veterans affairs (hereinafter referred to as the "board")
within 20 days thereafter. The board shall hear and act upon the appeal
within 30 days after submission. Jf the affected party which is aggrieved
by the final decision of the department exercises the option not to ap-
peal to the board, such party shall be deemed to have exhausted all ad-
ministrative remedies.

(b) If the affected party which is aggrieved by the final decision in the
department exercises the option to appeal to the board and such appeal
is denied by the board, the affected party shall be deemed to have ex-
hausted all administrative remedies.

(c) In all cases in which the affected party which is aggrieved by the
final decision of the department exercises the option to appeal to the
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board and such appeal is granted by the board, the board shall Take the
final decision. ,rhis decision may affirm, reverse, change, modify or sus-
pend the proposed final decision of the department.

History: Cr. Register, September, I978, No. 273, off, 10-1-78; ain. (3), Register, December,
1979, No. 288, eff. 1-1-80.

fi
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