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1. Transmitted is a complete revision of M26-2, "Construction and Valuation Policies, Procedures, and Methods, Loan Guaranty Operations for Field Offices."  Department of Veterans Affairs (VA) staff in administering the internal Construction and Valuation processes uses M26-2.  It supplements the information in VA Pamphlet 26-7, VA Lender’s Handbook.

2. The extensive nature of the changes precludes the use of brackets to identify new or revised material.

3. References to “VA office” or “Regional Loan Centers” (RLCs) generally apply only to regional loan centers or regional offices having loan guaranty operations.

4. The major changes are as follows:

a. All outstanding interim issues affecting this manual have been incorporated.

b. Much of the information already contained in VA Pamphlet 26-7, VA Lender’s Handbook, has been deleted.

c. Information has been reorganized and revised for clarity, conciseness and ease of location.

d. Cost effective oversight of the Construction and Valuation (C&V) function is emphasized.

e. Policies and procedures regarding VA selection of fee personnel have been incorporated.  (Chapter 1.)

f. “Fee rosters” are now referred to as ”fee panels”.

g. The requirement for a credit report on fee panel applicants has been replaced with a requirement for VA use of the Credit Alert Interactive Voice Response System (CAIVRSxe "Appraisers and Inspectors, processing new applicants, CAIVRS check") to screen applicants for a delinquent debt to the Federal Government.  (Section 1.02.)

h. The requirement for fee appraiser applicants to take a written VA test is eliminated per 38 USC 3731(b)(2).  A demonstration appraisal is still required.  (Section 1.02.)

i. The requirement for letters of reference for fee panel applicants has been reduced from five to the three now required per VA Form 26-6681, Application for Fee Personnel Designation.  (Section 1.03, “Fee Panel Application”.)

j. The requirement to retain a fee panel application for six months if the applicant does not meet basic qualification requirements for fee panel membership is eliminated.  (Section 1.03, “Initial VA Processing of Application”.)
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k. The requirement for fee personnel to complete a VA Form 26-6684, Statement of Fee Appraisers or Compliance Inspectors, is eliminated.  

l. Provides exemption to the requirement that VA Fee Appraisers submit their appraisals via E-Appraisal. (Section 1.05)

m. The requirement to maintain a separate personnel file and performance file for each fee panel member is eliminated.  Each fee person will have only one electronic VA file to be maintained on FileNet.  (Section 1.06.)

n. The requirement to maintain a copy of each fee appraiser’s current license or certification is revised to include electronic data maintenance when that information is readily available to VA from the State.  (Section 1.06.)

o. The requirement for annual Fee Personnel training has been added to assure quality submissions of appraisal reports and compliance inspection reports.  (Section 1.08).

p. Fee compliance inspectors should be assigned on a rotational basis, the same as fee appraisers.  (Section 2.01, “Assignments”.)  

q. The maximum allowable fees previously established for compliance inspections has been eliminated.  Stations will now establish local fees (Section 2.07, Maximum Allowable Appraisal and Inspection Fees.).

r. VA reliance on Department of Housing and Urban Development/Federal Housing Administration (HUD/FHA)xe "HUD/FHA, VA-HUD Co-operation" fees to help justify an increase in the maximum allowable appraisal fee is eliminated, since those appraisals may cost more due to a perception of increased liability under HUD/FHA’s Homebuyer Protection Plan.  (Section 2.07, “Changes in Maximum Allowable Fees”.)

s. The Marshall and Swift commercial cost system is recommended when the cost approach to value is applicable.  (Section 3.02, “Cost System”.)

t. Field review requirement is now based on the requested increase of value rather than the actual increase of value. (Section 3.05, VA Staff Involvement in Value Changes.

u. The level of change on a Reconsideration of Value (ROV) requiring Supervisory Concurrence has been increased to 10 percent.  (Section 3.05)

v. The requirement for fee compliance inspectors to send VA a copy of every inspection report is eliminated. Regional Loan Centers have the option of requiring a copy of inspections for field review purposes.  (Section 4.01.)

w. Documentation regarding construction complaints will now be maintained in the builder’s file instead of the loan file.  (Section 5.03, “Procedure for Processing, Step 8”.)
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x. Field stations must now consider the need to notify VA fee compliance inspectors and/or require additional inspections of the work of builders who are the subject of serious or excessive construction complaints.  (Section 5.03, “Procedure for Processing, Step 4”.)

y. The requirement to forward to Central Office any Lender Appraisal Processing Program (LAPP) application that cannot be approved is eliminated.  (Chapter 6.)

z. The requirement to maintain a separate list of LAPP lenders and Staff Appraisal Reviewers (SARs) to ensure distribution of LAPP-related releases is eliminated.  (Chapter 6.)

aa. The requirement for Central Office concurrence before a field station can extend the requirement for initial VA review of LAPP cases is eliminated.  (Chapter 6.)

ab. A list of specific concerns regarding the sales comparison analysis that should be addressed when desk and field reviewing appraisal reports is provided.  (Section 6.02, “Appraisal Reviews”.)

ac. A minimum of 5 percent of all field reviews performed by VA staff must receive second level field review by C&V management.  (Section 6.03, “Second Level Field Review Requirement”.)

ad. The requirement that VA staff review cases processed by every LAPP lender each fiscal year is eliminated.  This recognizes the fact that many lenders operate in several VA jurisdictions and reflects a shift in the focus of LAPP oversight toward high-risk cases and situations.  (Section 6.04, “Level of Review”.)

ae. Although every case in which the SAR increased the fee appraiser’s value estimate must continue to be reviewed by VA staff, a field review is no longer required in every case.  (Section 6.04, “Focus of Oversight” xe "LAPP, oversight requirement"” and under “Selecting Cases for Review”.)

af. The requirement that the signature on VA letters to LAPP lenders regarding quality-related problems be determined by the nature of the problem is eliminated.  (Section 6.04, “LAPP Review Procedure, Step 2”) xe "LAPP, case review procedures"
ag. The requirement for VA staff to field review, prior to the completion of construction, every proposed construction project involving 10 or more units is eliminated.  (Section 6.06, “Level of Review”.)

ah. The requirement for a field review of the first unit(s) receiving a final VA inspection in every master appraisal case is eliminated.  (Section 6.06, “Level of Review”.)

ai. Requirements for selecting proposed construction inspection reports to be field reviewed by VA staff are streamlined.  (Section 6.06, “Selecting Cases for Review”.)
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aj. Any VA administrative action taken against any program participant must be in accordance with Chapter 17 of the Lender’s Handbook and Chapter 13 of M26-1.  (Section 6.08, “References”.)

ak. References to the disposition of particular categories of files, records, etc. are eliminated.  Disposition requirements remain applicable per RCS VB-1, part 1, item No. 12-series.

5.
 RESCISSIONS
a.  Interim Issues:


 26-90-01


 26-90-27

b. Circulars:



      26-75-27



      26-79-24 Revised



      26-89-26



      26-94-2



      26-94-9



      26-97-13


      26-00-10

M26-2 dated 1/26/88 and all changes

Keith Pedigo







 Director, Loan Guaranty Service
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