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1.  Transmitted is a complete revision of M26-9, “Quality Control Procedures, Loan Guaranty Operations for Regional Offices.”  This revision incorporates all outstanding administrative issues pertinent to this manual.  The extensive nature of the revision precludes the use of brackets to identify new, revised or deleted material.





Background. A new system of quality control is being announced which will provide a yearly accuracy rating of each Loan Guaranty division.  The objective of the new procedures is to provide ratings which are:





fair


accurate


measurable


focused on essentials, and


generated at the local level.





The new quality control system will mean a reduction in the time spent reviewing cases for most offices, and at the same time place more substantive emphasis on the final work product rather than the processes involved.  These ratings will be used to determine the annual accuracy rating of the work performed by each field station for purposes of the Balanced Scorecard.





3.  Sampling.  Chapter 2 describes sampling and review procedures which are to be followed.  Wherever possible,  registers will be kept by the various automated systems. Under separate cover, detailed programming instructions will be provided to all stations on how to establish and operate newly computerized registers for schedules 111, 311, and 321. Registers will be maintained for two years until they are destroyed in accordance with Records Control Schedule VB-1, part I, item No. 13-068.200.





4.  New Quality Schedules.  Chapter 3 describes the new Quality Schedules.  This chapter replaces both chapter 3 and appendix A of M26-9.  The number of quality schedules is reduced from 16 to 8.





5.  The Review Process.  As described in chapter 2, all stations are to quality review their own cases under the new quality schedules.  This will be the first-level review.  Each station will review a random sample of  at least 13 cases per schedule per quarter.  Case reviews may be made at the end of the quarter, or, if the station desires, at the end of each month.  If the case reviews are made at the end of each month, the station should review approximately five cases per schedule per month until 13 cases per schedule per quarter are reviewed. 
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6.  Second-level Reviews.  Local quality reviews will receive a second-level review either by a Regional Loan Center (RLC) or Central Office (CO).  





RLCs will review a random sample of cases already reviewed by the Regional Offices (ROs) within their Service Delivery Network (SDN).  These ROs are to e-mail their RLCs a monthly or quarterly list of the cases reviewed by the RO.  The list should be sent to the RLC by the 20th day of the next month or quarter.  The RLC will randomly select four cases per schedule per quarter (or at least one or two cases per schedule per month until four cases per schedule per quarter are selected) for second-level review.  The RLC will e-mail the selection to the RO by the next work day of that month or quarter.  The RO will then ship the cases to the RLC by the following work day of the month or quarter.  The RLC will review the RO’s cases within 5 work days of receipt.  Feedback is to be given to the ROs promptly, so that they can take corrective action at once.





(1)  Cases are to be selected according to the procedures described in chapter 2, paragraph 2.03. Second-level reviewers will document the procedures used to select their sample of 4 cases.  They may employ the methods prescribed in M20-2, appendix C, paragraph 4, or any other acceptable random sampling methodology.





(2)  Reviews are to be conducted as directed in chapter 3.





(3)  Feedback is to be provided as specified in paragraph 9a below.





b.  The ROs will be able to appeal the findings on any RLC second-level review of a schedule.  If an RO appeals to the RLC, the RO may quality review additional cases for the month or quarter in question, and the RLC will select some of these cases for another second-level review, if both offices agree this would be beneficial.  ROs may appeal disagreements on questions of interpretations to CO at any time.. 





c.  CO will provide second-level review of cases worked by RLCs, following the same procedures described above.





d.  The Specially Adapted Housing (SAH) review process of schedules 161 and 162 remains unchanged; i.e., the stations will review all cases and CO will conduct all validation reviews.  The results of the review of Schedules 161 and 162  will not be included in the Accuracy score on the Balanced Scorecard, because of the small number of SAH cases worked in some stations, the varying levels of expertise at different offices, and the much greater oversight already provided by CO of this sensitive program.
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7.  Validation





a.  It is imperative that the first-level reviews be done carefully.  If validated by CO, the station reviews will be the basis for the Accuracy score on the Balanced Scorecard.  The results of the station’s first-level reviews will be reported monthly in DOORS (Distribution of Operational Resources System).  The RLC’s second-level reviews will be reported to CO by the end of the month in which they were completed. The validation or non-validation of a station’s (ROs/RLCs) first-level reviews based on the second-level reviews will be made at CO. If  a schedule is not validated, the Quality score for that schedule will be zero.  Thus, it is important that the second-level reviews be conducted promptly and in an in-depth manner. 





b.  The validation process employed by CO uses the table of three standard deviation control limits for percent in error  from appendix E of M20-2.  The quality level (percent in error) will be the quality level which is reported by the station as a result of the first-level reviews.  Control limits (3 standard deviations) will be used by CO when determining if the first-level SQC results are validated.  Thus, one defect taken in the second-level review would never invalidate the first-level SQC results.    However, any station that does not carefully conduct first-level reviews may arrive at an unrealistically high quality level (and a correspondingly unrealistically low percent in error) that will not be validated by a more carefully conducted second-level review.  Validation or non-validation of the first-level SQC results occurs normally only at the end of the year, and will typically be based on a first-level review of at least 52 cases and a second-level review of at least 16 cases. Central Office will notify all stations of their validated accuracy scores at the end of each fiscal year.





8.  Workload Considerations.  Reduction of cases to a maximum of 52 per year per schedule, with a reduced number of schedules and questions, will reduce the workload of each station in conducting their own SQC reviews.   RLCs will have an added workload.  They will be called upon to review at least 16 cases per year per schedule for each RO within their SDN.  The increased work will fall primarily on the Property Management and Construction and Valuation sections of the RLC, since a decreasing number of stations will have either Loan Processing or Loan Service and Claims cases to review.  Since the largest number of ROs reporting to any RLC is 6, the quarterly case review of 24 cases per schedule (4 cases x 6 ROs) should not prove impossible to manage.  For SQC review purposes, Phoenix will review cases from Honolulu, Denver will review Anchorage cases, and St. Petersburg will review cases from San Juan.








											3
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9.  Reporting.  Recording, summarizing, and filing will remain as specified in M26-9, chapter 4.  Note the following:  





a.  RLCs are to record the results of their review of the RO Quality Reviews on VA Form 26-8448d, Quality Review Exception Sheet, Loan Guaranty (available on JetForm).  Copies should be sent to the RO and to Central Office (265B).





b.  Special attention is called to M26-9, paragraph 4.05a.  Statistical quality control data should be input to DOORS on a monthly basis, even though for some months the entry may be zero.  This has been neglected by many stations, but now assumes greater importance, because data for the Balanced Scorecard will be drawn from DOORS.  A listing of the revised SQC WIDS for DOORS, along with their definitions, is being provided separately to all stations.





10.  Deviations.  All ROs operating under deviations authorized by CO are to send copies of these deviations to the RLC which will be reviewing their cases.  Similarly, RLCs should send copies of any active deviations to CO (265B).





11.  Rescissions.  VBA Manual M26-9 dated October 13, 1992, and changes 1 through 5.





				By Direction of the Under Secretary for Benefits














				Keith Pedigo


				Director, Loan Guaranty Service





Distribution:  Per VA Forms 3-7225 and 3-7225a
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	1.  Transmitted is a change to M26-9 Revised, “Quality Control Procedures, Loan Guaranty Operations for Regional Offices.”  Major changes to chapters 2 through 6 and appendix B are described below.  All changes and insertions are highlighted for easy reference.  Deletions are indicated by highlighted brackets:  [  ].  





	Pages 2-1 through 2-4:  Remove these pages and substitute pages 2-1 through 2-3 attached.  (Par. 2.03 and 2.04 have been revised to change the selection criteria for first- and second-level reviews.)  





	Pages 3-1 through 3-23:  Remove these pages and substitute pages 3-1 through 3-23 attached.  (Par. 3.01 has been revised to alphabetize items for easier reference.  Par. 3.03 has been revised to clarify the requirement for a written deviation and add reference to par. 4.01b.  Par. 3.07, Schedule 161, Questions 2, 3, and 8 have been amended; the T1 time count has been changed from 7 calendar days to 10 workdays; the T2 time count has been extended from 4 calendar days to 7 workdays; and subpar. a has been amended to include death cases.  Par. 3.08, Schedule 162, Question 3, has been amended to deal with death cases.  Par. 3.09, Schedule 211, Question 6 has been deleted and existing Questions 5, 7, 8, and 9 have been reorganized and renumbered.  Par. 3.09a, Schedule 211, has been amended to add rules that need to be applied when loans are guaranteed via EDI (Electronic Data Interchange); Par. 3.10, Schedule 221, Questions 1 and 2 have been deleted as not germane to the issue of the quality of underwriting; Questions 3 and 4 have been renumbered; new instructions have been provided for the Sampling control register in subpar. a; and subpar. b has been added to give stations an alternative method to maintaining a register.  Par. 3.12, Schedule 321, Question 5 has been clarified; Question 7 has been deleted; T1 has been deleted and existing T2 and T3 have been renumbered and clarified; subpars. m and n have been deleted and existing subpar. o has been renumbered and clarified.  Par. 3.13, Schedule 411, Questions 3, 4, 6, 7 and 9 have been clarified.)





	Pages 4-1 through 4-4:  Remove these pages and substitute pages 4-1 through 4-4 attached.  (Par. 4.01, subpars. a and b have been clarified and subpar. d has been amended to extend reporting requirements.  Par. 4.05 has been amended to clarify the reporting requirements in DOORS.)  





	Pages 5-1 through 5-4:  Remove these pages and substitute pages 5-1 through 5-4 attached.  (Pars. 5.02 and 5.06a have been corrected.)





                                 LOCAL REPRODUCTION AUTHORIZED





Please visit our website at www.vba-arms.nctsw.navy.mil/ if you are not currently accessing Veterans Benefits Administration publications from the Automated Reference Materials System CD
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Change 1








Pages 6-1 and 6-2:  Remove these pages and substitute pages 6-1 and 6-2 attached.  (Par. 6.02 has been amended to add “Management” to the list of annual Systematic Analysis reviews.)





	Pages App. B-1 and B-2:  Remove these pages and substitute pages App. B-1 and B-2 attached.  (Table 26B:  The T2 time count for Schedule 161 has been extended from 4 to 7 calendar days to reflect the change in par. 3.07 and the T3 time count and timeliness goal for Schedule 321 have been deleted to reflect the change made in par. 3.12.)





	2.  The effective date of this change is November 1, 1999.  This means that during a short period, both the old schedules and the new changed schedules will be used.





Work performed before October 1, 1999 should be reviewed (first- and second-level reviews) using the schedules published in the revision of M26-9 dated December 3, 1998.





Work performed on and after October 1, 1999 should be reviewed (first- and second-level reviews) using the schedules contained in this change.





					By Direction of the Under Secretary for Benefits











					Keith Pedigo


					Director, Loan Guaranty Service





Distribution:  Per VA Forms 3-7225 and 3-7225a
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	Transmitted is a change to M26-9 Revised, “Quality Control Procedures, Loan Guaranty Operations for Regional Offices.”  Major changes to chapters 2, 3 and appendix B are described below.  All changes and insertions are highlighted for easy reference.  Deletions are indicated by highlighted brackets:  [  ].  





	Page 2-3:  Remove this page and substitute page 2-3 attached.  (Par. 2.05a has been revised to change the Quality Score from zero to 80 percent if a schedule is not validated.  Par. 2.05b has been changed to eliminate the statement that validation of first level SQC results will only be done annually.  The Balanced Scorecard now requires a monthly validation.  Par. 2.06 has been changed to reflect the new routing symbol for Quality Control.)  





	Pages 3-1 and 3-2:  Remove these pages and substitute pages 3-1 and 3-2 attached.  (Page number for Schedule 411 has been amended.)   





	Pages 3-5 through 3-10:  Remove these pages and substitute pages 3-5 through 3-10 attached.  (Par. 3.07 has been revised to correct wording in several of the schedule questions, and to add a Note regarding individual cost estimates.  Additional wording was also added to clarify the T1 time count.  Par. 3.08 has been revised to clarify several of the schedule questions.)





	Pages 3-21 through 3-23:  Remove these pages and substitute pages 3-21 through 


3-27 attached.  (Par. 3.13 has been amended to clarify several of the schedule questions, and to add a background explanation for each question.)  





	Pages 5-3 and 5-4:  Remove these pages and substitute pages 5-3 and 5-4 attached. (Par. 5.06c was clarified to remind stations to retain documents necessary for loan sales.)





	Pages App. B-1 and B-2:  Remove these pages and substitute pages App. B-1 and 


B-2 attached.  (Table 26B has been amended to clarify that the timeliness goal for Schedule 161, T3 and Schedule 162, T1 are work days rather than calendar days.)


	





					By Direction of the Under Secretary for Benefits








					Keith Pedigo


					Director, Loan Guaranty Service





Distribution:  Per VA Forms 3-7225 and 3-7225a
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	Transmitted is a change to M26-9 Revised, "Quality Control Procedures, Loan Guaranty Operations for Regional Offices."  The deletion is indicated by highlighted brackets [   ].








	Pages 3-25 and 3-26:  Remove these pages and substitute pages 3-25 and 3-26 attached.  (Par. 3.13k has been amended to correct a technical error.)














				By Direction of the Under Secretary for Benefits











				Keith Pedigo


				Director, Loan Guaranty Service





Distribution:  Per VA Forms 3-7225 and 3-7225a
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To:  Regional Offices, Regional Loan Centers and Eligibility Centers. 


Subject:  Transmittal of Change 4 to M26-9, Revised, Quality Control Procedures, Loan Guaranty Operations. 


 


Purpose�
Attached is Change 4 to M26-9, Revised, Quality Control Procedures, Loan Guaranty Operations.  Changes to chapters 1, 2, 3 and appendix B are described below.  All changes and insertions are highlighted for easy reference.  Deletions are indicated by highlighted [ ].�
�
 


Changes�
Chapter 1





Section 1.01 adds a reference to the Regional Loan Centers (RLCs) and the Eligibility Centers (ECs) in determining the Accuracy score on the Balanced Scorecard.  


Section 1.04 adds Schedule 111: Notices Of Value - Origination And Liquidation Appraisals, Schedule 112:  Field Reviews, and Schedule 231: Certificates of Eligibility Processed by Eligibility Center (EC).





Chapter 2





Section 2.01 provides a reference for RLC and EC sampling control size and increases the minimum number of cases to be quality reviewed. 


Section 2.02 adds section on how to maintain an EC sampling control register.


Section 2.03 provides a table for RLC selection of cases for review and adds a reference for EC selection of cases for review.


Section 2.04 replaces the second-level review process with “Submission of Cases to Central Office for Second Level Reviews”.  This change includes new references to RLC’s and EC’s.  This section also temporarily includes Property Management pending the outcome of the A-76 study.  


Section 2.05 adds reference to the Eligibility Center for validation of first-level reviews.


Section 2.06 adds reference to RLC and EC and deletes the word “consideration”. 





Chapter 3





Contents page adds reference to 3 new Quality Control Schedules, 111, 112 and 231. 


Section 3.04 revises reporting of reviews to delete “consideration” and include Central Office to the second-level review reporting process.�
�
Continued on next page





Changes, continued�
Chapter 3, continued





Section 3.06 provides a revised Statistical Quality Control Schedule 111 - Notices of Value – Origination and Liquidation and reference to “initial” reviews.


Section 3.07 adds a new Statistical Quality Control Schedule 112 - Field Reviews and reference to “initial” reviews.


Section 3.08 adds reference to “initial” reviews.


Section 3.10 places the “notes” section before Schedule 211 – Loans Processed. This section also now provides a table for selection of loans guaranteed through Electronic Data Interchange. 


Section 3.11 deletes Note 1 and renumbers the remaining notes for Schedule 221 – Early Default Reviews (RPO 23).


Section 3.12 adds a new Statistical Quality Control Schedule 23l  - Certificates of Eligibility Processed by an Eligibility Center (EC). 


Section 3.14 Schedule 321 – Alternative to Foreclosure/Termination of a Guaranteed Loan – has been amended to correct a typographical error.





Appendix B





Table 26A – Adds Accuracy and Compliance Goals for new Statistical Quality Control Schedules 112 and 231. 


Table 26B – Adds Timeliness Goal for Statistical Quality Control Schedule 231.�
�



M26-9


Changes�
M26-9, “Quality Control Procedures, Loan Guaranty Operations, Revised” is changed as follows:





Pages 1-1 through  1-2:       Remove these pages and substitute pages 1-1 


                                                     through 1-5 attached.





Pages 2-1 through 2-3:        Remove these pages and substitute pages 2-1


                                                     through and 2-7 attached.





Pages 3-1 through 3-27:      Remove these pages and substitute pages 3-1


                                                     through 3-41 attached.





  Pages B-1 through B-3:       Remove these pages and substitute pages 


B-1 through B-3 attached.�
�
 





By Direction of the Under Secretary for Benefits











				Keith Pedigo


				Director, Loan Guaranty Service





Distribution:  Per VA Forms 3-7225 and 3-7225a


�






To:  Regional Offices, Regional Loan Centers and Eligibility Centers. 


Subject:  Transmittal of Change 5 to M26-9, Revised, Quality Control Procedures, Loan Guaranty Operations. 





 


Purpose�
Attached is Change 5 to M26-9, Revised, Quality Control Procedures, Loan Guaranty Operations.  Changes to chapters 1, 2, 3, 4, 5, 6 and appendix B are described below.  All changes and insertions are highlighted for easy reference.  Deletions are indicated by highlighted [ ].�
�
 





Changes�
Chapter 1





Section 1.02 clarifies individuals responsible for first level reviews.


Section 1.04 deleted Schedule 411.





Chapter 2





Section 2.01 provides a reference for RLC sampling control size and to include San Juan and Honolulu.


Section 2.04 clarifies which RLC will conduct second-level reviews for San Juan and Honolulu.  This change deletes the reference to Property Management and adds the effect of Schedule 231 on the Balanced Scorecard.


Section 2.05 clarifies “No” answers in the validation process. 





Chapter 3





Contents page deletes 3.15 Schedule 411. 


Section 3.01 changes Certificate of Reasonable Value to Notice of Value.


Section 3.06 provides a clarification of required documents for Second Level Review of Schedule 111.


Section 3.07 provides a clarification of required documents for Second Level Review of Schedule 112.


Section 3.11 adds clarity to sampling control register of incomplete cases. 


Section 3.14 Schedule 321 – Alternative to Foreclosure/Termination of a Guaranteed Loan – has been amended to remove notifying Property Management of an acquisition.


Section 3.15 Schedule 411 – Property Disposition, has been removed.








�
�
Continued on next page


�
Changes, continued�



Chapter 4





Contents page - Adds 1st level  to quality review.


Section 4.02 Recording Elapsed Time first paragraph deleted and subsequent      paragraph re-numbered.





Chapter 5





Section 5.03 Standard Defect Rates changes where timeliness goals appear.


Section 5.06 RLC and Central Office Case Reviews has been amended to remove Schedule 411.





Chapter 6





Contents page, Section 6.02 Responsibility, Property Management deleted.


Section 6.03 Scope – Adds  Program oversight and outreach.


Section 6.07a Management – Adds Employee suggestions to Personnel Management and Utilization.


Section 6.07b Construction & Valuation – Adds test or evidence of proper credentials accepted in lieu of any tests to Fee Personnel Files.  Removes from Field Reviews the review of new appraisers work and fee appraisers work whose work had substantive negative finding.


Section 6.07c Loan Production – Removes Utilities and Maintenance charts from Underwriting.  Changes Spot checks for quality of eligibility determinations being made at the RLC/RO.  Deletes “Note” regarding desired goal for eligibility determination and reference to Outbased personnel training.   Removes reference to Lender Activity Report from Reports.  


Section 6.07e Property Management – Deleted.





Appendix B





Table 26B –  Removes Property Management from Goal for SQC in Accuracy and Timeliness.


�
�
�
M26-9


Changes�
M26-9, “Quality Control Procedures, Loan Guaranty Operations, Revised” is changed as follows:





Page 1-1 through 1-5:    Remove these pages and substitute page 1-1 through 1-5 attached.  





Page 2-1 through 2-7:    Remove these pages and substitute page 2-1 through 2-8 attached.  





Page 3-1 through 3-41:  Remove these pages and substitute page 3-1 through 3-35 attached.  





Continued on next page


Page 4-1 through 4-4:    Remove these pages and substitute page 4-1 through 4-4 attached.  


Page 5-1 through 5-4:    Remove these pages and substitute page 5-1 through 5-4 attached. 





Page 6-1 through 6-14:    Remove these pages and substitute page 6-1 through 6-12 attached.  





Page B-1 through B-3:    Remove these pages and substitute page B-1 through B-3 attached.  





�
�
 








By Direction of the Under Secretary for Benefits











				Keith Pedigo


				Director, Loan Guaranty Service








Distribution: Per VA Forms 3-7225 and 3-7225a
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