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CHAPTER 1.  INTRODUCTION





1.01   SCOPE





	The policies, methods, and procedures prescribed in this manual will govern when appraising and making compliance inspections of properties to be pledged as security for guaranteed, insured, or direct loans and establishing the reasonable value of such properties including the determination that such properties meet or exceed the VA Minimum Property Requirements.  These measures also apply to:





	a.  The appraisal of alterations, improvements, or repairs to real property and to real property acquired or to be acquired under the loan guaranty program;





	b.  The appraisal of real property securing a guaranteed, insured, or direct loan when the owner requests VA approval of a release of a portion of the real estate which is the security for such loan;





	c.  The appraisal of specially adapted housing (38 U.S.C. ch. 21); and





	d.  Such other related matters as are necessary in the administration of the applicable sections of 38 U.S.C. chapter 37.





1.02  REASONABLE VALUE - REGULATORY REQUIREMENT AND DEFINITION





	The regulatory requirement for the determination of reasonable value is set forth in 38 CFR 36.4336(a)(2). The definition of reasonable value as set forth in 36 CFR 36.4301 is that figure which represents the amount a reputable and qualified appraiser, unaffected by personal interest, bias, or prejudice, would recommend to a prospective purchaser as a proper price or cost in the light of prevailing conditions.





1.03   ANALYSIS AND APPLICATION OF REAL ESTATE MARKET DATA





	Local real estate market trends, economic conditions, and all other influences affecting real estate will be studied to determine the extent, if any, of their effect on real property values.  Sales data for comparative purposes will be maintained, evaluated, and applied to assure that proper reasonable values are established.
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