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�January 7, 1991	M26-2

	Change 5



TO:  Lenders and Builders



SUBJ:  Telephone Requests for Appraisal



	1.  To expedite the VA appraisal process, VA offers an alternate procedure for requesting appraisals by telephone.  The procedure does not require the requester to mail any part of VA Form 26-1805, VA Request for Determination of Reasonable Value, to the VA.



	2.  Under this procedure, the requester must still call the VA office for assignment of a case number and the fee appraiser, fully complete VA Form 26-1805 (including items 1, 42 and 43), and retain copy 2 of the VA Form 26-1805 package.  However, the rest of the package (copies 1 and 3 through 6) and any related exhibits will be sent directly to the assigned fee appraiser.  All carbon sheets will be left intact.



	3.  The alternate telephone request procedure can also be used in those proposed construction cases in which construction exhibits have been certified in accordance with existing VA requirements.  In addition to following the procedure outlined above, the requester must mark the [three] identical sets of construction exhibits with the assigned VA case number and ensure that the case number and the required certification are visible on the outside of the each set of exhibits.  Only one set of construction exhibits is required if compliance inspections are to be made by HUD during construction.  In all cases, the requester must include one set of construction exhibits with the package sent to the fee appraiser.  In those cases in which compliance inspections are to be made by the VA, [one] set of exhibits will be sent to the fee compliance inspector assigned at the time of the telephone appraisal request, along with an assignment letter referencing this information release.  [The remaining set of exhibits will be returned to the builder to be kept at the job site as the "official" set.]



	4.  It is imperative that requesters fully complete VA Form 26-1805 and forward the appraisal package to the fee appraiser as soon as the telephone assignment is made.







[Figure 1.] Suggested Release on Telephone Requests for Appraisal
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TO:  All Fee Appraisers



SUBJ:  Sales Comparison Analysis - Uniform Residential Appraisal Report



	1.  VA requires that fee appraisers provide a front-view picture of each comparable used in the sales comparison analysis which will be submitted to VA with each appraisal report.  (See par. 3 for exceptions.)



	2.  Pictures of comparables will aid the VA staff appraiser in the review and analysis of the appraiser's sales comparison analysis.  Original photographs of comparable sales are preferred, however, copies of listing service photographs or similar advertising photographs will be accepted provided the copies are of high quality and provide a clear view of the property.



	3.  Pictures of comparables are not required for cases involving the following:



	a.  Low-rise or high-rise condominium.



	b.  Horizontal condominium developments or townhouse planned-unit developments provided the comparables are located in the same project as the subject property and are considered substantially identical to the subject property in design (i.e., same unit type constructed by same builder).



	4.  In those instances in which a picture of a comparable cannot be obtained as required, the appraiser must provide a written explanation on the appraisal report or attachment thereto (e.g., obtaining a picture would require the photographer to trespass due to an extreme setback from the public road, or the property is obstructed by dense plantings and mature shrubbery).









Figure 3.  Suggested Release for Uniform Residential

Appraisal Report
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[TO:  Program Participants



SUBJ:  Eligibility for Appraisal of Properties Covered by Insured 10-year Protection Plans



	1.  To meet VA eligibility requirements, the insured 10-year protection plan must be acceptable to HUD and listed on the current HUD "List of Active Insured 10-year Protection Plans," (App. 10, HUD Handbook 4145.1) or other official HUD document.  Generally, a 10-year protection plan that is found to be acceptable by HUD, includes the following:



	(a)  The entire cost of the insurance coverage must be prepaid by the seller, provide irrevocable coverage at the time of closing or settlement, and be automatically transferred to subsequent purchasers without additional cost.



	(b)  A plan must assure timely resolution of homeowner's complaints which include conciliation during the entire term of the coverage and, if necessary to resolve matters in dispute, the availability of binding arbitration arranged through a nationally recognized dispute settlement organization.



	(c)  If a builder, for any reason, fails to correct structural defects or construction deficiencies in a property covered by an insured 10-year protection plan during the term of any warranty offered by the builder on the property, the plan issuer will effect the corrections in accordance with the terms of the plan.



	(d)  If a plan issuer, for any reason, fails to effect correction of the deficiencies or defects, or otherwise fails to honor the terms of its coverage, its insurance backer will effect the corrections or otherwise honor the terms of the plan.



	(e)  Exclusions from protection plan coverage must not defeat the coverage objectives stated in the acceptance criteria and must permit normal homeowner use of the property, including normal maintenance and emergency protection measures.



	(f)  Issued plan coverage must be noncancellable by a plan issuer or its insurance backer(s) except where the homeowner has received full payment for the face amount of coverage provided by the policy or certificate of enrollment.



	(g)  If a protection plan issuer elects to compensate a veteran homeowner for defective conditions covered by the plan, in lieu of making repairs, any such payment must be made jointly to the mortgagee and the veteran homeowner.



Figure 4.  Suggested Release on Eligibility for Appraisal of Properties

Covered by Insured 10-Year Protection Plans
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	2.  Properties enrolled in an insured 10-year protection plan, that are appraised by VA as proposed construction based on plans and specifications, are generally required to have only a third-stage (final) VA compliance inspection.  In such cases the first-stage and intermediate VA compliance inspections need not be secured.  However, all other requirements for proposed construction apply.  The third-stage (final) VA compliance inspection will be made to verify compliance with the approved plans, specifications, applicable VA minimum property requirements, and onsite and offsite requirements indicated on the related certificate of reasonable value.



	3.  An appraisal request on an existing property, enrolled in a 10-year protection plan, which is fully complete except for customer preference items; e.g., interior finishes, appliances, equipment, and those improvements for which escrows are permissible due to conditions beyond the builder's control, may be accepted for appraisal provided it is determined that the property meets or exceeds VA minimum property requirements for existing construction.  Also, it will be indicated on the certificate of reasonable value that the property was not inspected by VA or HUD during construction, and as such will not qualify for Government assistance in the correction of structural defects[, and that VA will not intercede on the veteran's behalf in the processing of construction complaints].



	4.  When the appraisal request involves a property or properties to be covered by an insured 10-year protection plan, either evidence of enrollment of the property or a letter of intention to enroll the property shall be included with the required proposed construction exhibits.



	5.  When evidence of enrollment in an insured 10-year protection plan is not submitted with the appraisal request, the evidence of enrollment shall be submitted to VA no later than the submission of the related loan report or certification of the loan disbursement.









Figure 4--continued.  Suggested Release on Eligibility for Appraisal

of Properties Covered by Insured 10-Year Protection Plans
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TO:  All Program Participants



SUBJ:  Public Law 99-339, Section 109, Safe Drinking Water Act Amendments



	1.  Amendments to the Safe Drinking Water Act, Public Law 99-339, Section 109, approved June 19, 1986, provide for a ban on lead water pipes, solder, and flux in certain instances which involve VA assistance.



	2.  The statutes states that effective June 19, 1988, the VA may not guarantee a mortgage or furnish assistance with respect to newly constructed residential property which contains a potable water system unless such system uses only lead free pipe, solder and flux.



	3.  The term "lead free" is defined in the statute with respect to solders and flux as containing not more than 0.2 percent lead and with respect to pipes and pipe fittings as containing not more than 8.0 percent lead.



	4.  If the proposed water distribution system in a house or living unit for which a building permit has been applied for from the building authority having jurisdiction on or after June 19, 1988, will contain lead piping and lead soldered joints or fittings the builder or contractor shall provide a certification that the lead content of solders' and flux will not be more than 0.2 percent lead and that the lead content of pipes and pipe fittings will not be more then 8.0 percent lead.



	5.  Lenders, builders and brokers are advised that each certificate of reasonable value issued for proposed construction, existing construction not previously occupied substantial rehabilitation and alterations, improvements, or repairs which involve the potable water distribution system will be conditioned to require a certification that in construction any solders and flux used did not contain more than 0.2 percent lead and any pipes and pipe fittings used did not contain more than 8.0 percent lead.









Figure 5.  Suggested Release on The Safe Drinking Water Act
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TO:  All Lenders, Holder, and Servicers



SUBJ:  Liquidation Appraisal Requirements



	1.  Appraisals for liquidation (foreclosure) purposes will not be scheduled by the Loan Service and Claims Section of this office.  Telephone requests for the appraisal of loans in the process of liquidation are required and will be accepted by Construction and Valuation Section telephone assignment clerks.  These requests will be made by the holder at the time the notice of sale is forwarded to VA, but no later than 30 days prior to the estimated or scheduled sale date.



	2.  Upon completion of VA Form 26-1805, VA Request for Determination of Reasonable Value, the requester shall call the telephone assignment clerk to request assignment of an appraiser.  The requester must inform the assignment clerk of the existing VA case number and that this is a liquidation appraisal.  The existing case number shall be used for identification of the appraisal report and shall be inserted in item 1 on VA Form 26-1805.  Additionally, the words "liquidation appraisal" shall be inserted in item 28.  Upon being advised of the assigned appraiser, the requester will send copy 6 of VA Form 26-1805 to the assigned appraiser.  It would be helpful if a copy of the origination appraisal, if available, is included.  The remaining portion of the VA Form 26-1805 package should be sent to the Loan Service and Claims Section with the notice of sale and itemized information on the total outstanding loan indebtedness, expenses of liquidation, and the status of property taxes and other charges.  Furnishing the loan account data at this time will assist VA in providing timely advice regarding the amount specified incident to liquidation.



	3.  The requester will pay the appraiser's fee and the expense will be included on the claim under loan guaranty.  Should the borrower attempt to pay the full arrears after the appraisal is obtained, the holder will include the cost of the appraisal in its computation of the total amount delinquent.









Figure 7.  Suggested Release for Liquidation

Appraisal Requirements
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TO:   All Program Participants



SUBJ:  VA Acceptance of HUD Conditional Commitments



	1.  Effective immediately, the Veterans Administration will utilize the property valuation shown on the following forms as a basis for issuing VA CRV's (certificates of reasonable value):



	HUD Form 92800.5, HUD Conditional Commitment

	HUD Form 92800.5a, Addendum to Conditional Commitment, August 1980 or later issue

	HUD Form 92800.5b, HUD Conditional Commitment

	HUD Form 92439, Application and Commitment - Schedule of Alternates (if issued)

	FHA Form 1322, Master Conditional Commitment

	FHA Form 1322.1, Master Conditional Commitment (Attachment No. 1)

	FHA Form 1322.2, Amendment of Master Conditional Commitment



	2.  This policy will apply only to cases submitted by prospective lenders in the names of eligible veterans pursuant to written contracts of sale of properties and the last three digits of the 12-digit HUD case number are 203, 221 or 234.  It is applicable to guaranteed home (38 U.S.C. 1810) loans which are to be processed either under the prior approval procedure or on an automatic basis.  In both prior approval and automatic loan cases a VA Form 26-1805, VA Request for Determination of Reasonable Value, must be prepared and submitted to the VA with the HUD conditional commitment.  This is especially important since much of the information required on the CRV request, VA Form 26-1805, is not contained on the CHUMS-generated conditional commitment.  In prior approval loan cases, the related home loan application may be submitted simultaneously with the CRV request.  Lenders closing automatic loans on the basis of a HUD commitment must first secure a copy of the VA CRV issued by the VA.



	3.  Under the procedure in which a HUD conditional commitment is to be converted to a VA CRV, VA will not appraise the property but will review the HUD property valuation for VA loan purposes and issue a CRV to the requester.  As to HUD Forms 92800-5 and 92439, the VA reasonable value and maximum loan amount will be the amount designated in item 14 headed "Estimated Reasonable Value of Property." As to FHA Form 1322, the total of the applicable amount in section A, item 7, Estimate of Value, and section C, Lot Value Adjustment, (and for similar entries on FHA Form 1322.2) plus variations and alternates shown on FHA Form 1322.1 will be utilized for VA purposes.



	4.  If HUD Form 92800.5 is received with a validity date that has expired, it will he returned to the requester without further action by the VA unless the written contract of sale was entered into by an eligible veteran within the validity period.

Figure 8.  Suggested Release on VA Acceptance of

HUD Conditional Commitments
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�M26-2	January 26, 1988



	5.  At the time evidence of guaranty is requested, it must be shown that all specific conditions have been met to the satisfaction of HUD.  HUD will be responsible for making any necessary compliance inspec�tions, resolving construction complaints and clearing escrows, as appropriate.



	6.  If there is a request for change in value or economic life, it  must be submitted to HUD by the requester and may be recognized by the VA by an endorsement to the CRV only if an amended HUD conditional  commitment is issued.



	7.  Questions pertinent to the effect of title limitations on reasonable value not contained in 38 CFR 36.4350 must be submitted to HUD for resolution.  This pertains to title limitations based on requests on HUD Form 92800-1, HUD Application for Property Appraisal and Commitment, if not specifically covered on the conditional commitment and to any other title limitations which may become apparent prior to, or subsequent to, the closing of the loan.



	8.  No plans and specifications will be required from requesters using this procedure in proposed construction cases.  Such plans and specifications will be identifiable by the case number on the conditional commitment and, if necessary, will be available from local HUD offices, Proposed construction cases located in condominiums must be in projects which have received prior acceptance by the VA.



	9.  The same limitations and exclusions applicable to CRV's requested under the VA appraisal process apply to requests supported by conditional commitments.  Following are circumstances in which the VA will not accept HUD conditional commitments under this procedure: the existence of an outstanding, unexpired VA CRV for the property; the unit is in a non-VA accepted condominium; or the transaction involves a leasehold created after April 11, 1952, which has not been approved by VA. Additionally, manufactured homes which may be the subject of a HUD conditional commitment will not be accepted by the VA for loan purposes under section 1810 of title 38, United States Code.  Manufactured homes will be identified by HUD inserting the letter "M.H." in item 11 of HUD Form 92800.5. Attachments to the conditional commitment shall also be submitted.



	10.  The VA continues to afford program participants the complete range of appraisal and compliance inspection services on the same basis as previously available.







Figure 8.  -Continued.  Suggested Release on VA Acceptance of

HUD Conditional Commitments
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TO:  All Fee Appraisers



SUBJ:  Appraisal Reports Relating to Individual Existing or Individual Proposed 

		Properties



	1.  This release provides instructions requiring fee appraisers to provide an additional copy of each appraisal report relating to an individual existing or individual proposed property which, after review by regional office staff, will be forwarded to the requester with the certificate of reasonable value.



	2.  The "note to appraiser" which appears in the lower right corner of appraiser's copy 6 of the VA From 26-1805, VA Request for Determination of Reasonable Value, states for VA purposes only, the following:



	"Note to Appraiser: You are assigned to make an appraisal of the above -described property and to submit your report to this office.  If item 1, 3 or 4* of block 9 is checked, you must submit two copies of the report.  Your estimate of reasonable value is subject to administrative adjustment.  If existing construction is appraised, you must gain access to the interior of the property to be appraised, and two photos (different views) of the subject property must be submitted with your report.  A front-view picture of each comparable used in the market data analysis must also be provided with your report unless this appraisal. involves a low-rise of high-rise condominium; or a horizontal condominium development or townhouse planned-unit development, provided the comparables are located in the same project as the subject property and are considered substantially identical to the subject property in design (i.e., same unit type constructed by same builder.) If you cannot complete this assignment in 5 days, please notify the Loan Guaranty Officer or designee immediately."



*Photos of the subject property are required only if Item 3 or 4 is checked.









Figure 9.  Suggested Release on Appraisal Reports Relating to

Individual Proposed Properties
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TO:  All Lenders



SUBJ:  Request for Reconsideration of Value (Public Law 99-576)



	1.  Public Law 99-576, approved on October 27, 1986, contains provisions which pertain to requests from lenders for VA Loan Guaranty offices to reconsider established reasonable values.  Current policy provides that VA will not refuse to reconsider the propriety of CRV's (certificates of reasonable value) when they relate to valuation or any other aspect, if requested to (do so by a party of interest.  Public Law 99-576 gives this policy the force of law in certain specific instances.



	2.  Specifically, Public Law 99-576 provides that additional appraisals submitted by lenders or by the veteran involved will be considered along with the original appraisal and, if appropriate, the regional office will issue a revised CRV.  Such appraisals can be obtained from any source, including appraisers whose names appear on the list of VA designed fee appraisers.  However, since there is an outstanding CRV, appraisals for this purpose must not be requested from this office using VA Form 26-1805, VA Request for Determination of Reasonable Value.  Arrangements for an appraisal in support of an appeal of reasonable value are private matters between the parties involved.



	3.  In those instances when a request for reconsideration of value is supported by an additional appraisal, the veteran cannot be required to, but may choose to, pay all or any portion of the cost of the additional appraisal.  The veteran would be expected to pay for a second appraisal only if he or she is the original requester and is subsequently requesting the reconsideration of value.



	4.  Public Law 99-576 does not dictate that requests for reconsideration must be accompanied by an appraisal.  Just as in the past, VA will consider all requests for reconsideration of value and, as always, the submission of comparable sales or other market data will assist Loan Guaranty in reviewing the reconsideration request.









Figure 10.  Suggested Release on Request for

Reconsideration of Value
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TO:  All Program Participants



SUBJ:  Assignment of Compliance Inspector



In order to eliminate delays in starting construction while VA is processing appraisal requests, the builders or sponsors may request the immediate assignment of a compliance inspector.  This procedure, however, is subject to the following:



	1.  The plans and specifications comply with VA minimum property requirements as determined by either a staff review, or certification is made by a qualified architect and a land planning engineer (when necessary) that the plans and specifications comply with VA minimum property requirements.



	2.  The builder or sponsor must submit written evidence of his or her understanding of the special nature of the procedure; i.e., compliance inspection fees shall be paid whether or not a certificate of reasonable value is issued.



	3.  The first- and second-stage compliance inspection reports will not be transmitted out of the VA until the appraisal report has been received and reviewed, and the reasonable value established.







Figure 11.  Suggested Release for Assignment

of Compliance Inspector
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TO:  Lenders, Builders, and Fee Compliance Inspectors



SUBJ:  Installation of Finish Floor Covering



	1.  Experience has shown that in proposed construction cases it is not always in the best interest of the VA, the purchaser, or other program participants to require that all carpet and other finish floor covering be installed prior to the third-stage compliance inspection.  With the exception of wood finish flooring and floor covering in bathrooms, installation of finish floor covering may now be delayed until as late as just prior to loan closing, provided the VA issues a third-stage compliance inspection report (VA Form 26�1839, Compliance Inspection Report) which includes the following:



	a.  The section I of VA Form 26-1839, the compliance inspector has checked "B" as the condition of construction, and has described all finish floor covering to be installed (e.g., carpet manufacturer's name and carpet quality code number) and the area(s) in which it is to be installed.  Carpet cushioning need only be described as "carpet cushioning stamped with a reference to UM 72."



	b.  In section 6 of VA Form 26-1839, the VA has:



	(1)  Checked the boxes "Prefinal Report Approved" and "Certificate of Reasonable Value Revised,"



	(2)  Entered the statement "Certification is required that mortgagee's inspection prior to loan closing reveals satisfactory installation of specified finish floor covering as described in section I in the area(s) identified in section 1," and



	(3)  Signed and dated the form.



	2.  As escrow of funds to insure completion of the installation is not required, nor is VA Form 26�1844, Request for Acceptance of Changes in Approved Plans and Specifications, or issuance by the VA office of the revise(d certificate of reasonable value.  No change is made in the requirements that all finish floor covering, including carpet cushioning, be identified in the specifications, and that all wood finish flooring and bathroom floor covering be fully installed at the time of the third-stage compliance inspection.  Mortgagees will need the cooperation of builders in order to satisfy themselves that the floor covering installed is the same as the floor covering described in section I of VA Form 26-1839.  An imprint on the back of the carpet will show the manufacturer's name an quality code number, and approved carpet cushioning will be stamped with a reference to HUD Use of Materials Bulletin No. 72.  Before the loan is closed, all requirements of the CRV must be met and any situation involving other deviations and/or noncompliance items listed on the third-stage compliance inspection report must be resolved in accordance with existing VA requirements.

Figure 12.  Suggested Release for Installation of

Finish Floor Covering
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(LOUISVILLE, KY 327)

1991 FISCAL YEAR SUMMARY OF SUPERVISION OF FEE APPRAISERS (RCS 20-0697)



(1)

FEE APPRIASER NAMES



LAST                        FIRST                   M�(2)

APPRAISERS

APPOINTED

DURING FY�(3)

APPRAISAL

ASSIGNMENTS

ORIG           LIO�(4)

MEG WORK QUALITY FINDINGS

SUBSTANTIVE     NOT SUBSTANT

DESK      FIELD     DESK     FIELD�(5)

NEGATIVE TIMELINESS FINDINGS�(6)

FIELD

REVIEWS�(7)

% ASSIGNMENTS

FIELD REVIEWED�(8)

DISPLINARY ACTIONS

WORK QUALITY  TIMELINESS

WA   TS   REM      WA  TS  REM�(9)

VOLUNTARY RESIGNATIONS

        NOT UNDER    UNDER

         INVEST            INVEST ��ALLGOOD�RUSSELL�L��245�37��1�1���19�7�%����ANTLE�DANIEL�L��9�1���1���1�10�%����BAUMGARDNER�RICHARD�O��154�20������10�6�%����BECK�EDWARD�L��60�9������6�9�%����BECKETT�CECIL�A��12��1�����1�8�%����BERSCH�CARL�R��91�6�����1�6�6�%����BISCEGLIA�LAWRENCE�J��5�������1�20�%����BISHOP�ROBERT�H��19�������2�11�%����BOWLING�WILLARD�A��156�11��1����9�5�%����BRANTLEY�HAROLD�T��49�2������9�18�%����BRATTON�BOBBY�L��65�7����1�2�11�15�%����BURRESS�MARTHA�G��82�5������8�9�%����CASE�RONNIE���5�2�������0�%����CHAPMAN�PHILLIP�D��29�4�����1�4�12�%����COX�GEORGE�K��41�������4�10�%����DISNEY�LARRY�D��94�10������12�12�%����DORAM�JAMES�E��25�3������2�7�%����DOUGLASS�RICHARD�A��91�6������6�6�%����GALLOWAY�GERALD�M��58�8������5�8�%����GLAUBER�JOHN�E��18�2������1�5�%����GOTT�MAJOR�H��72�6�1�����9�12�%����GRABEEL�JAMES�D��18�5������2�9�%����HARDWICK�JOHN�H��94�14������8�7�%����HARRIS�MARY�E��102�12��2����7�6�%�1���TOTALS��24�0�1,594�170�2�4�2�1�4�143�8�%�1�0�0�0�0�0�                 0                    0��



Figure 13.  Sample Completed Report of RCS 20-0697 (Fiscal Year Summary of

Supervision of Fee Appraisers)
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[TO:  All Fee Appraisers and Lenders



SUBJ:  Revised Liquidation Appraisal Procedures



	1.  Effective (date), we are revising our procedures for the completion of appraisals for default, acquisition, or liquidation purposes.  Realistic and objective appraisal reports that accurately reflect overall market conditions and the market value of the subject property are essential to the integrity and viability of the VA Loan Guaranty program.  Because of concerns over the accuracy of liquidation appraisal procedures, especially in areas experiencing soft market conditions, revised procedures were tested at 13 regional offices.  As a result of that test, revised procedures are being implemented on a nationwide basis.



	2.  Due to the expanded requirements, fees for liquidation appraisal assignments completed in accordance with the revised procedures are increased.  The new fee is ______ for each liquidation appraisal assignment.



	3.  The revised procedures are as follows:



	a.  All liquidation appraisals will be performed considering the subject property in its present "as is" condition.  It is important that it is understood that by "as is" we are simply saying that the property is considered as it presently stands with whatever physical inadequacies that exist, if any.  Furthermore, the term "as is" does not imply that the property is necessarily in a poor state of repair.  A property that is in a good state of repair with no physical inadequacies is also considered "as is."  Fee appraisers are to make appropriate adjustments in the sales comparison analysis reflecting those repairs and physical inadequacies (both MPR and non-MPR related) present in the subject property at the time of the appraisal that would be considered necessary, and affect value, by the general real estate market and typical buyer.  The fee appraiser will provide an itemized list of all repairs (MPR and non-MPR) considered necessary and which affect the marketability of the property.  The itemized list will indicate the estimated cost to cure and the contributory value, if any, of each repair.  (In estimating the contributory value, it should be recognized that cost does not always equal value and that in some cases several individual repair items must be considered in the aggregate before they are recognized by the general real estate market as contributing to value.)  Fee appraisers must provide this information, and the required supplemental information (see pars. (1) through (4) below) on an addendum to the URAR (Uniform Residential Appraisal Report).  Example 1 is a sample of a format for providing the itemized repair information.



	(1)  A list and cost estimate of any emergency repairs required or other repairs necessary to preserve or protect the property from vandalism or extreme weather conditions.



Figure 14.  Suggested Release on

Revised Liquidation Appraisal Procedures
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	(2)  If vacant, recommendations for draining the heating and plumbing systems, shutting off power lines, and locking doors and windows.



	(3)  If occupied, the occupant's name, period of occupancy, lease terms and expiration date, monthly rental, dates of payment and to whom payable.



	(4)  A minimum of two different photographic views of each major structure.



	b.  In considering the subject property in its observed "as is" condition, fee appraisers must select their comparables from the best available in the subject's market area considering the typical transaction and actions of the typical buyer and seller.  Fee appraisers must not restrict themselves solely to comparables that are also in "as is" condition in the subject's neighborhood or move to other locations for "as is" comparables when by doing so they are thereby ignoring valid sales data immediate to the subject which, with adjustments), are valid indicators of value.  Such "steerage" is not intended and is not acceptable.  Fee appraisers must use their professional judgment in selecting the best comparables available and that represent the typical transaction in the subject's competing market area.



	c.  Fee appraisers shall provide in all liquidation appraisal cases, in addition to the three closed sales on the appraisal report form, information on at least three competitive listings or contract offerings considered the most similar and proximate to the subject property and certain general market information as specified below.  This information is intended to lend additional support to the value estimate and assist VA staff in evaluating competing market conditions and trends affecting the subject property (especially in areas that are experiencing significant market fluctuation, negative or positive).  It is also intended to assist in ensuring that fee appraisers are rationalizing the closed sales data with current market conditions.  The following information is required and will be provided on an addendum to the appraisal report.  (Example 2 is a sample of an addendum providing the required information.)



	(1)  Competitive Listing or Contract Offering Information.  (A clear readable copy of an MLS or listing data source card is acceptable for items (a) through (f) and (i).)



	(a)  Property address;

	(b)  Proximity to subject;

	(c)  Design (style);

	(d)  Total rooms, bedrooms, baths, and approximate gross living area;
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	(e)  Age (years);

	(f)  Current listing price,

	(g)  How long on market (total time listed);

	(h)  Changes in listing price (if known);

	(i)  Contract amount (if known); and

	(j)  Short statement as to how this property compares to the subject.



	(2)  General Market Information



	(a)  Average length of listing time to sale in subject's competing market area.  (Indicate if it is expanding or decreasing and to what extent.



	(b)  Average listing price to sale price ratio.  (Appraiser will use professional judgment to estimate the ratio if it cannot be determined from available data sources.)



	d.  Interior Access To Properties



	(1)  Interior access to the property is critical in the liquidation appraisal process in ensuring that a proper appraisal has been performed considering all existing conditions of the subject property in comparison with the comparable sales used in the sales comparison analysis.  In vacant property cases, VA expects the lender/holder/servicer  requester to have made arrangements to assist the fee appraiser in gaining interior access to the property.  These arrangements should be made by the lender/holder/servicer as an integral part of the request process for liquidation appraisals.  In cases involving occupied properties the lender/holder/servicer provides assistance by providing known contact information about the property occupants, and VA requires the fee appraiser to make diligent efforts in gaining interior access to the property.



	(2)  Title 38 CFR 36.4319(b) requires holders to provide VA with a copy of the liquidation appraisal request at least 30 days prior to the scheduled liquidation sale, or within 5 days after the date of first publication of the notice, whichever is later.  VA will not consider the lender/holder/servicer's appraisal request acceptable,  however, unless the liquidation appraisal request form is appropriately completed with all required information, signed, and it provides adequate instructions to the appraiser regarding arrangements for interior access to the property.  In the case of occupied properties, the request must indicate the name and the telephone number of the current or last known occupants.  If the property is vacant, the appraisal request should indicate that keys to the property have been provided to the appraiser or the request must provide specific alternative instructions for the appraiser to use in arranging to gain access to the property such as the name and telephone number of a local individual to contact.  Appraisers are
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required to make diligent efforts to gain access to occupied properties.  When properties are determined to be vacant, the appraiser must gain access and it is the lender/holder/servicer's responsibility to assist the appraiser in gaining such access so that a proper appraisal can be completed.  The appraiser will not, in most cases, complete an appraisal in vacant property cases until interior access has been made and upset price advice, or resale price advice in manufactured housing cases, will not be issued until an acceptable appraisal has been received.  In such cases, VA liability will be limited through the application of 38 CFR 36.4319(f) as of the originally scheduled sale date or 36.4282(f) in manufactured home cases (if liquidation is not already completed through repossession or other means).  When liquidation involves judicial action in manufactured home cases, 38 CFR 36.4282(f) will be applied as of the scheduled sale date.



	(a)  In occupied property cases, an exterior appraisal may be performed only when:



	1.  The appraiser has permanently been refused entry by the owner or occupants; or,



	2.  Access is considered by the appraiser to present a hazard; or,



	3.  The appraiser has made three appointments, all of which have been broken; or,



	4.  Three or more attempts to call the number(s) provided with the liquidation appraisal request have resulted in no access.



The fee appraiser will document the addendum to the appraisal report with the exact reason(s) for not gaining access, including the names, dates, and telephone numbers of the individuals called in attempting to gain access.  In these cases, the appraiser will make reasonably founded assumptions about the interior conditions of the property as they relate to physical inadequacies or needed repairs (both MPR and non-MPR) that impact on value.  The appraiser will also make reasonable efforts to verify the interior conditions of the subject property (e.g., through MLS or other listing data sources, property assessment records, interviews with neighbors or others knowledgeable with the property, or any other available means) that impact on value.  The appraiser will also make reasonable efforts to verify the interior conditions of the subject property (e.g., through MLS or other listing data sources, property assessment records, interviews with neighbors or others knowledgeable with the property, or any other available means).



	(b)  In addition to paragraph d(2) above in vacant property cases, the following applies:
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	1.  If the appraisal request involving a vacant property does not provide adequate instructions for gaining interior access, or the appraiser determines that a property indicated as occupied has been vacated, the fee appraiser must contact the requester by telephone to advise them that the appraisal cannot be completed without interior access and that the requester's assistance in gaining access is required.  The fee appraiser must document the appraisal report, or the addendum, with the dates and names and telephone numbers of the individuals of the lender/holder/servicer contacted in attempting to get assistance in gaining access to the property and a brief description of the responses received.



	2.  The fee appraiser must contact the Construction and Valuation section to advise of the access problem.  The case file will be documented by the VA staff technician to indicate that there are access problems and Construction and Valuation will formally notify Loan Service and Claims that the liquidation appraisal may be delayed.



	3.  An exception to the requirement for the lender's assistance in providing interior access in vacant property cases may be made by VA on a case-by-case basis when extenuating circumstances are considered by VA to exist.
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EXAMPLE OF FEE APPRAISER'S ADDENDUM PROVIDING ITEMIZED REPAIRS

FOR SUBJECT PROPERTY, ACCESS, AND OTHER REQUIRED INFORMATION



	Estimated	Estimated

Description of Needed Repair/Physical Inadequacy	Cost to Cure	Contributory Value



1.  All exterior trim needs painting	$1,200	$1,500

2.  Roof shingles worn, at end of life, replace	  3,000	  2,000

3.  Downspouts and splash blocks missing at all corners	     400	         *

4.  Several pieces of siding on north side are wind 

     damaged and bent away from dwelling	350	               *

5.  Storm door glass is broken		100	                *

6.  Clean up debris in rear (old deck material,	100	                *

boxes, couch) 

7.  Replace damaged kitchen floor covering		500	      500

(completely torn)					______	______

					TOTALS	$5,650	$4,500



 *These items together are considered to have a $500 effect on value.



Access Problem Information Examples:



o  Occupied Property Example.)  Called owner, Mr. Smith at 000-5900 on 6/17.  Agreed to meet me at property on 6/19, but was not home.  Reached Mr. Smith on 6/20, now refuses to let me gain interior access.  Visited property on 6/21.  Looked through windows on sides, interior looks to be well maintained, in spite of exterior deferred maintenance, with exception of kitchen floor covering.



o  (Vacant Property Example.)  Local servicing agent access information noted on VA Form 26-1805 not correct, called holder on 6/17 (Access mortgage, 000-555-2222, Mr. Entry). Advised keys would be sent. Received keys on 6/23, wrong ones. Call Mr. Entry 6/23, correct keys received on 6/28.  Assignment completed 6/29.



 Other Required Information Example:



	a.  No emergency repairs

	b.  Vacant and secured

	c.  N/A

	d.  See attached for photos
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ADDENDUM TO LIQUIDATION APPRAISAL



Competitive Information					LH# 000-000



#1  	 8 Pickett St., Garden City, 6 blocks from subject



-	ranch/slab

-	6/4/2 1400 SF(+)

-	20 years

-	listed at $67,500, Ray Homes

-	reduced from $69,500 on 5/1, on market 60 days

(very competitive with subject, has additional bath but no garage or deck, exterior condition superior)





#2  21	Baker St., Garden City, 2 blocks



-		(see attached MLS card and photo)

-		on market 90 days at $59,500

(newer ranch, 8 yrs, very similar to subject in design and layout but in much inferior condition, sale by local bank, represents lower end for subject)



#3  14 Whitney Ave., Hamilton, 10 blocks



-	ranch/slab

-	6/5/1 1600 (+)

-	15 yrs

-	current contract pending 8	$65,000, Wenham Homes

-	on market 120 days, original listing at $75,000

(Same	basic style as subject, garage converted to 5th bedroom, location in adjacent town is of no impact - same school and water/sanitary district)



General Market Information



1.	 Listing period to sale is stabilizing at about 90 days.



2.	 Based  upon my file information listing/sale ratio is  approximately 90 percent in last 12 month period.
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STAFF APPRAISAL REVIEWER INFORMATION



		        ------------  ID NUMBERS  -------------

				SOCIAL

	LAST NAME	FIRST NAME	MI	SECURITY	SAR	LENDER

1.  _______________	______________	___	_____________	_____	__________



2.  _______________	_____________	___	_____________	_____	__________



3.  _______________	_____________	___	_____________	_____	__________



4.  _______________	_____________	___	_____________	_____	__________



5.  ______________	_____________	___	_____________	_____	__________



6.  _______________	_____________	___	_____________	______	__________



7.  _______________	_____________	___	_____________	_____	__________



8.  _______________	_____________	___	_____________	_____	__________



9.  _______________	_____________	___	_____________	_____	__________



NAME AND TITLE OF OFFICER RESPONSIBLE FOR QUALITY OF SAR'S WORK:

_____________________________________________________________________



COMPANY NAME:  ______________________________________________________



COMPANY ADDRESS:  __________________________________________________

_____________________________________________________________________



SAR'S TELEPHONE NUMBER:  ___________________________



FIELD STATION NAME AND NUMBER:  ________________________________



DATE LAPP APPLICATION RECEIVED:  __________________________________



LAPP APPROVAL DATE:  _______________________________________________



COMMENTS:  _________________________________________________________

_____________________________________________________________________
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Mortgagee Name

Address



Dear                                     :



	We are pleased to inform you that the individual(s) named on the enclosure meets the basic qualification requirements for a staff appraisal reviewer (SAR) under the Department of Veterans Affairs (VA) Lender Appraisal Processing Program (LAPP).  LAPP policies and procedures are outlined in chapters 18 through 22 of the VA Lender's Handbook (VA Pamphlet 26-7).  Please contact this office if you do not have a copy.



Training and Case Review  Requirements



	As outlined in chapter 20 of the VA Lender's Handbook, each SAR must satisfy two initial requirements:



	�symbol 183 \f "Symbol" \s 10 \h��  Receive LAPP training from this office



	�symbol 183 \f "Symbol" \s 10 \h��  Have VA review, approve, and issue a certificate of reasonable value for at least

	his or her first five cases



	Please contact this office to make arrangements concerning these requirements.  As explained in paragraphs 20.02 and 20.05 of the VA Lender's Handbook, you may request an exception to the VA training and case review requirements.



Extending LAPP Authority to Other VA Offices



	Per paragraph 20.07 of the VA Lender's Handbook, after a SAR has completed the training and case review requirements he or she is authorized to participate in LAPP nationwide, provided you:



	�symbol 183 \f "Symbol" \s 10 \h��  Send each additional VA office a copy of the VA letter indicating that the SAR's 

	initial training and case review requirements have been met



	�symbol 183 \f "Symbol" \s 10 \h��  Send each additional VA office updated identifying information, statements and 

	certifications for the SAR (fig. 1 of chapter 19 of the VA Lender's Handbook)



	�symbol 183 \f "Symbol" \s 10 \h��  Contact each additional VA office to obtain any information regarding local 

	requirements peculiar to that office.  There are no other VA training (or case review) 

	requirements
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2.



(Name of Addressee)





Things to Remember About VA LAPP Authority



	�symbol 183 \f "Symbol" \s 10 \h��  You are required to notify VA promptly of any change which would alter or limit 

	your recommendation of your SARs, or any change in their employment status



	�symbol 183 \f "Symbol" \s 10 \h��  Mortgage loans processed under this authority will be subject to quality control 

	reviews by VA staff



	�symbol 183 \f "Symbol" \s 10 \h��  LAPP participation is a privilege, delegated at VA's discretion.  Only those lenders 

	and SARs who continually exercise due diligence and demonstrate acceptable 

	performance will retain LAPP authority



	�symbol 183 \f "Symbol" \s 10 \h��  The VA-assigned SAR identification number (SAR ID) must appear on all cases 

	processed under LAPP and in all correspondence and other contacts with VA



	Please contact our LAPP liaison, (name of VA staff member), if there are any questions.  The telephone number is (telephone number).



	Sincerely yours,







	Loan Guaranty Officer

	(or designee)



Enclosure
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Mortgagee Name

Address



Dear                       :



	As you requested, we have extended the Lender Appraisal Processing Program (LAPP) authority of [name(s) and SAR ID number(s) of lender's staff appraisal reviewer(s)].  He [She/They] may now process appraisal reports and determine reasonable value for properties located within the jurisdiction of this office.  Your office may also underwrite and close mortgage loans in such cases using your automatic authority.



Things to Remember About VA LAPP Authority



	�symbol 183 \f "Symbol" \s 10 \h��  You are required to notify VA promptly of any change which would alter or limit 

	your recommendation of your SARs, or any change in their employment status.



	�symbol 183 \f "Symbol" \s 10 \h��  Mortgage loans processed under this authority will be subject to quality control 

	reviews by VA staff



	�symbol 183 \f "Symbol" \s 10 \h��  LAPP participation is a privilege, delegated at VA's discretion.  Only those lenders 

	and SARs who continually exercise due diligence and demonstrate acceptable 

	performance will retain LAPP authority.



	�symbol 183 \f "Symbol" \s 10 \h��  The VA-assigned SAR identification number must appear on all cases 

	processed under LAPP and in all correspondence and other contacts with VA



	Please contact [name of LAPP liaison person or other VA staff member] if there are any questions.  His [her] telephone number is [telephone number].  Thank you for your VA LAPP participation.



	Sincerely yours,







	Loan Guaranty Officer

	(or designee)
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VA OFFICE REVIEW OF LAPP CASES



Questions 01 and 02 are intended to verify that appraisal reports were acceptable or made acceptable as a result of lender staff appraisal (SAR) reviews.  Answer "no" to each question when there are deficiencies remaining after the SAR's review.



Question 01 -  Were the fee appraiser's conclusions consistent, sound, supportable, and logical, and was the appraisal report fully completed and prepared in accordance with professional appraisal practices, techniques and prescribed VA instructions?



Question 02 -  Was the appraisal report stamped, dated, and signed by the SAR and if the SAR amended any portion of the report, was the attachment to the appraisal adequately documented as to the reasons?



Questions 03, 04 and 05 are intended to verify that the SAR's notice of value was properly completed and that any repairs and/or conditions related to the security were properly required by the SAR.



Question 03 -  Was the SAR's notice of value completed in accordance with established VA instructions, including notation of the appropriate specific conditions to be met prior to VA loan guaranty?



Question 04 -  Were the required repairs, if any, listed on the notice of value and were the listed repairs limited to those necessary to make the property conform to the VA MPR's for existing construction?  (If no repairs required and none listed, answer "NA.")



Question 05 -  Was the notice of value issued within 5 days of receipt of the appraisal report or was the file documented concerning reasonable extenuating circumstances which prevented issuance within 5 days?



Questions 06 and 07 are intended to verify that any revisions to the fee appraiser's value estimate by the SAR reviewer were clearly and fully justified in writing and the basis adequate and reasonable by professional appraisal standards.



Question 06 -  Was the SAR's adjustment during the initial review fully and clearly justified in writing on the attachment to the appraisal report?  If real estate market data was used in arriving at the decision to make the adjustment, was such data attached to the appraisal report, and was the adjustment otherwise acceptably processed and dated and signed by the reviewer?  (Answer "N/A" if there was no adjustment during the initial review.)



Question 07 -  Was the increase in value as the result of the appeal warranted and supported by real estate market or other valid data considered adequate and reasonable by professional appraisal standards?  Was the reasoning and basis fully and clearly justified in writing, using an acceptably completed sales comparison grid if appropriate, dated and signed by the SAR?  Was the appeal otherwise acceptably processed, including the attachment of the market data used?  (Answer "N/A" if an appeal in value was not processed.)

Figure 18.  VA Quality Control Review of LAPP Cases
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VA APPRAISAL REVIEW/URAR CROSS REFERENCE

(URAR ITEM NUMBERS IN PARENTHESES)



1.  Do the PHOTOGRAPHS match the properties identified on the URAR?



2.  Is the following NEIGHBORHOOD information supported by the review?

a.  DESCRIPTION (15, 17)

b.  MARKETABILITY FACTORS (18)

c.  MARKET CONDITIONS (16, 19)

d.  PUD/CONDO (8, 20)

e.  SUBJECT'S COMPATIBILITY to the neighborhood (73)



3.  Is the following SITE information supported by the review?

a.  DESCRIPTION (22, 25, 27, 29)

b.  ZONING/USE (23, 32)

c.  UTILITIES/OFF-SITE IMPROVEMENTS (24)

d.  SPECIAL ASSESSMENT (5, 32)

e.  FEMA FLOOD HAZARD AREA (31)

f.  EASEMENTS/ENCROACHMENTS (30, 32)



4.  Is the following IMPROVEMENTS information supported by the review?

a.  ID INFO OTHER THAN ADDRESS (3, 4, 6, 9, 13)

b.  DESCRIPTION (33, 35, 38, 42, 44)

c.  DEPRECIATION (48)

d.  REPAIRS NEEDED (27, 36, 48, 77)



5.  Is the information regarding ADVERSE ENVIRONMENTAL CONDITIONS supported by the review (49)?



6.  Is the following information, found in the SALES COMPARISON ANALYSIS and elsewhere on the URAR, adequate and relevant and were adjustments proper?

a.  ADDRESS (2, 51)

b.  Comparables' PROXIMITY TO SUBJECT (52)

c.  SALES PRICE (10, 53)

d.  PRICE PER SQUARE FOOT OF GROSS LIVING AREA (54)

e.  DATA/VERIFICATION SOURCES (55)

f.  SALES/FINANCING CONCESSIONS (12, 19, 56)



[Figure 19.]  VA Appraisal Review Form/URAR Cross Reference
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g.  DATE OF SALE/TIME (11, 57)

h.  LOCATION (58)

i.  LEASEHOLD/FEE SIMPLE property rights (7, 59)

j.  SITE SIZE/VIEW (21, 26, 28, 60)

k.  DESIGN AND APPEAL (61)

l.  QUALITY OF CONSTRUCTION (48, 62)

m.  AGE/CONDITION (34, 42, 48, 63)

n.  ABOVE GRADE ROOM COUNT (40, 64)

o.  GROSS LIVING AREA (41, 65)

p.  BASEMENT/FIN. RMS. BELOW GRADE (37, 39, 66)

q.  FUNCTIONAL UTILITY (67)

r.  HEATING/COOLING (43, 68)

s.  ENERGY EFFICIENT ITEMS (47, 69)

t.  GARAGE/CARPORT (46, 70)

u.  AMENITIES - PORCH/PATIO/DECK/FIREPLACE/POOL/ETC. (45, 71)

v.  NET ADJ./ADJUSTED SALES PRICE OF COMPARABLES (72)

w.  Do the COMPARABLES used appear to be the BEST available at the time?

x.  LISTINGS/CONTRACTS/PRIOR SALES (74)

y.  INDICATED VALUE by sales comparison approach (75)



7.  Is the information regarding the COST AND INCOME APPROACHES TO VALUE supportable (50, 76)?



8.  Is the RECONCILIATION information logical and supportable (78)?
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