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CHAPTER 5.  COMPLIANCE INSPECTION PROCEDURES





SECTION I.  GENERAL





5.01  POLICY





	It is the policy of VA to designate independent fee personnel to perform the functions of compliance inspection.  [] Individuals who have been designated as appraisers can also be designated as compliance inspectors when their experience and training qualify them.  When designated fee inspectors are not immediately available, compliance inspections can be made by VA salaried personnel qualified in the analysis of construction.





5.02  PURPOSE OF COMPLIANCE INSPECTIONS





	Inspection of dwellings under construction and, in appropriate cases, existing dwellings being altered or repaired is provided for by VA in order to determine whether completion of all onsite and offsite improvements is in accordance with VA-approved plans and specifications and VA MPR's (Minimum Property Requirements) as locally modified in the case of a structure comprising five or more living units.  When inspections are made by VA-designated compliance inspectors, the lender is relieved of the necessity of providing the certification of completion.  Violation of VA MPR's will result in rejection of the property as acceptable mortgage security, and deviations from plans and specifications, whether or not in violation of VA MPR's, may necessitate revision of reasonable value in appropriate cases.





5.03  CONSTRUCTION REQUIRING INSPECTION





	In all cases involving proposed residential construction, alterations, improvements, or repairs for which a prior determination of reasonable value is being sought, VA compliance inspections are mandatory except (a) when construction is under HUD (Department of Housing and Urban Development) supervision and (b) when alterations and repairs only are involved, and the regional office determines that the nature of the work is such that certification by the lender will be acceptable as evidence of satisfactory completion of such alterations, improvements, or repairs, and the lender so certifies.





5.04  ASSIGNMENT OF INSPECTORS





	a.  The assignment of compliance inspectors to projects or individual properties will be made as soon as practicable after issuance of the CRV (certificate of reasonable value) or MCRV (master certificate of reasonable value).  The lender as well as the fee inspector will be notified of the assignment.  At the time of notification, the inspector will be provided with a set of plans and 
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specifications and any pertinent instructional material not already in his or her possession.  [ ] There are no specific requirements concerning the number of inspectors to be assigned to multiunit projects.  Such projects can be inspected by one inspector or several, depending upon the nature of the project and the capabilities of the available inspectors.





	b.  Compliance inspection assignments will be made only to those fee inspectors whose past performance warrants their retention on the current roster of designated fee inspectors, and who have been designated to inspect for VA in the territory in which the particular property is situated.  Favoritism or unfair discrimination in the making of assignments shall be avoided.  A system will be maintained to keep track of the number of assignments given to each compliance inspector.





	c.  During construction, all requests for inspection will be initiated by the builder and directed to the lender, inspector, or VA, whichever arrangement is acceptable to the regional office.  When scheduling inspections, compliance inspectors should accommodate the builder insofar as possible.  Dilatory or negligent performance in fulfilling such engagements shall be considered as a basis for removal from the roster.





	d.  Regional offices are permitted to deviate from the instructions in subparagraph a above at the request of the builder or sponsor for the immediate appointment of a compliance inspector subject to the following:





	(1)  VA has received the certification required by paragraph 3.09b which states that the plans and specifications comply with local codes and VA MPR's [including the energy conservation standards of the 1992 Council of American Building Officials (CABO) Model Energy Code (MEC).]





	(2)  The builder or sponsor must submit written evidence of his or her understanding of the special nature of the procedure.





	(3)  The first and second stage compliance inspections, VA Form 26-1839, Compliance Inspection Report, will not be transmitted out of the VA until the appraisal report has been received and reviewed, and the reasonable value established.  (See fig. 11.)
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SECTION II.  REVIEW AND DISPOSITION OF


COMPLIANCE INSPECTION REPORTS





5.05  REQUIRED INSPECTIONS





	a.  In any case involving construction of a dwelling unit and the property is not enrolled in an [insured 10-year] protection plan, a first-, second-, and third-stage inspection is required.  [Generally, only a third stage inspection is required in cases involving properties enrolled in 10-year protection plans.  (See par. 2.07.1 for a description of insured 10-year protection plan requirements.)] Special inspections can be required when the nature of the construction is such that the regional office deems additional inspections necessary to further protect the interests of VA and the veteran-purchaser.  In connection with alterations and repairs to existing construction, one or more special inspections will be required.  (See par. 5.03.)  Whenever a first- or second-stage inspection shows noncompliance and the work involved will be concealed before the next regular inspection, a reinspection will be required.  Reinspection will also be required as a result of noncompliance or incomplete work reported at third-stage inspection, except that the regional office can waive the reinspection when the incomplete work is of a minor nature and the lender is willing to certify to completion.





	b.  Occasionally, through oversight, a required first-, second-, or intermediate-stage inspection will [not] be requested by the builder or other party responsible for requesting inspections.  A waiver of the required inspections) may be sought by the requester of the CRV.  [If there is a veteran-purchaser under contract, he/she must also submit a written request for the waiver.] Such a deviation from the requirement for compliance inspections) stated in paragraph 5.03 must have the approval of the [Loan Guaranty Officer].  Requests for waiver of the compliance inspections) requirement must be [accompanied by evidence] that the local building official has inspected the building improvements at any inspection stage which was not completed by the designated compliance inspector.  For construction in communities which do not have local building inspections at prescribed construction stages, regional offices may obtain a statement from the designated compliance inspector regarding experience with the builder as to quality of workmanship and conformity with approved exhibits. [Waiver of] the required inspections) must be based on sound judgment.  Bear in mind that in order for the requester to obtain a third-stage inspection, the waiver of a required first-, second-, or intermediate-stage inspection may, except in condominium cases, make the property eligible for assistance in the correction of structural defects when it would not otherwise be eligible.  Regional offices may also wish to consider processing these cases under paragraph 2.07c(3) or (5), if appropriate.  Likewise, in the case of conversion of the CRV to a HUD conditional commitment and subsequent FHA (Federal Housing
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Administration) insurance of the loan, the waiver may make the property eligible for the correction of structural defect assistance under HUD's authority.  In cases which involve HUD, no [ ] waiver shall be made without [evidence of] HUD's knowledge and consent [documented in the case file].





5.06  COMPLIANCE INSPECTION STAGES





	a.  First, second, and third inspection stages are described in section 1 of VA Form 26-1839.  Alternative stage are listed opposite first inspection stage.  The first of these, "Excavation complete and ready for footings and foundations," will usually be scheduled in localities where it is advisable to have the bearing soil examined before construction proceeds.  The second, "Foundation walls complete and ready for backfill," will usually be scheduled where soil conditions are generally uniform and free of faults likely to cause foundation difficulties.  Selection of the first inspection stage to be used in specified areas will be made by the regional office, and builders, lenders, and inspectors will be notified of such selection.





	b.  The items to be observed at each inspection are as follows:





	(1)  First Compliance Inspection (at Completion of Excavation).  During this inspection, the nature of the bearing soil will  be examined, and compliance will be ascertained as to the location  of the structures on the plot, depth of excavation and its relation  to street and proposed finish grades and to grades of adjoining improved properties; also as to form work for footings or the condition and quality of the footing trench if forms are not required.





	(2)  First Compliance Inspection (at Completion of Foundations).  If this is the initial inspection, all items described above will be observed and reported on.  In addition, compliance will be ascertained concerning the size, location, and condition of all footings, foundation walls, piers, and other supporting members; also, the quality of materials and workmanship of masonry, damp proofing, and foundation drainage.





	(3)  Second Compliance Inspection.  Examination will be made of the following:





	(a)  All construction below the superstructure not installed or which was installed but not inspected or reported upon at the first inspection stage, including footings, foundations, piers, columns, waterproofing, and drainage provisions.





	(b)  Construction of the superstructure, including quality of materials and workmanship, details of construction, and the suitability of arrangement of all items for subsequent installation of equipment and of interior and exterior finishing materials so as to effect compliance.
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	(c)  Plan of the dwelling, including the arrangement of partitions and the sizes and placement of all openings.





	(d)  Roughing-in of mechanical work, including plumbing, heating, and electric installations with respect to (1) providing for the correct installation of fixtures, equipment, and accessories, (2) avoiding impairment of the strength of structural members, and (3) proper operation of the completed systems.





	(4)  Third Compliance Inspection.  Examination of property will be made to ascertain acceptable completion of all specified improvements both offsite and onsite.  Among the items to be inspected and reported upon are:





	(a)  Exterior.  Compaction of fill material, finish grading, drainage, utility connections, walks, drives, accessory buildings, retaining walls, planting; design of dwelling structure, materials, details of their installation and finish; protection against the elements and penetration of moisture, masonry pointing, caulking at openings, paint coverage, flashings; safety provisions at terraces, porches, and areaways.  Offsite improvements including utilities, storm sewer system, drainage channels; grading, curbs, gutters; paving, pavement edging, subgrade, base and wearing surface, and erosion control.





	(b)  Interior.  Design, materials, and equipment, and details of their installation; interior surfaces and their finish treatment; cabinets and millwork; details of plumbing, heating, ventilating, and electric systems, equipment and fixtures, and their operation; quality and operation of hardware; quality of tilework, glass, linoleum, venting of attics and underfloor spaces.





	c.  In cases involving alteration and repair work, the stages at which special inspections are to be made-will be determined according to the nature of the proposed work.





5.07  PREPARATION AND SUBMISSION OF REPORT





	a.  All compliance inspection reports will be prepared on VA Form 26-1839.  The inspector will prepare and submit a report for each required inspection.





	b.  Evidence is required that installation of the individual water supply system and/or sewerage-disposal system is satisfactory to the health authority having jurisdiction.  Such evidence will be obtained by the inspector from the builder and transmitted to the regional office together with VA Form 26-1839, or may be obtained in any other expedient manner.  In all cases, the VA compliance inspector must inspect and report accurately and fully all variances with the VA MPR's, and approved plans and specifications.





	c.  The final VA Form 26-1839 must describe the condition, suitability, and readiness for use of all equipment, fixtures and
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observable construction of the property inspected.  Such shortcomings as scratches in painted surfaces, poorly fitted doors, stuck windows, cracks in walls, etc., are to be reported irrespective to any arrangements made on the site for corrections.  The rule is that each instance of inferior workmanship, defective materials or equipment, or faulty installation or application of materials or equipment and/or deviation from approved plans and specifications shall be reported fully on VA Form 26-1839.  The final report must show the results of a stringent application of the aforementioned.





	d.  The final compliance inspection report related to a property described in item 8 of VA Form 26-1843a, Master Certificate of Reasonable Value, or to a unit covered by a committee appraisal and described on an individual CRV, must clearly identify any optional variation or item of equipment included in the construction, and, if none is included, the report will so state.





5.08  REVIEW AND APPROVAL OF REPORT





	a.  All inspection reports (VA Forms 26-1839) are subject to review and modification by the regional office.  When items of noncompliance are reported, the reviewer will ascertain that such items are actually items of noncompliance by reference to the related plans and specifications and the applicable VA MPR's and also ascertain whether "Substitutions or Deviations" are reported by the inspector are or are not acceptable to VA.  Nontechnical personnel can be designated to review compliance inspection reports of first and second stages of construction which do not report any noncompliance, substitutions, or deviations.  Compliance inspectors may be authorized to approve and distribute compliance inspection reports of first and intermediate stages of construction which do not report any noncompliance, substitutions or deviations.  Compliance inspectors may also be authorized to approve and distribute final or third-stage inspection reports which do not report any noncompliance, substitutions, or deviations, or which report only items that could be covered by a lender's certification or an escrow.





	b.  When technical personnel determine modifications are necessary, a revised report will be prepared in quadruplicate by the regional office.  When condition B, "Substitutions or Deviations," has been checked by the inspector and the regional office does not approve of the change, the revised report will show "Noncompliance," condition C or D, whichever is appropriate.





	c.  The original report or revised report, as the case may be, will be completed by execution of item 6 in accordance with the following:
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	(1)  "Prefinal Report Approved" will be checked in the case of any report other than a final report.  This includes reports of third inspection in which the requirement of reinspection is indicated. (Also see subpar. d below.)





	(2)  "All Improvements Acceptably Completed" will be used only in connection with a final report and will be checked when the report indicates condition A, "No Evidence of Noncompliance Observed," or condition B, "Substitutions or Deviations," without indication of other noncompliance or incomplete work.





	(3)  All reports showing "Substitutions or Deviations" will be submitted together with a statement by the inspector showing dollar differences in construction cost occasioned by such changes.  In these cases the regional office will consider the nature of the changes and their reported effect on construction cost, in order to determine whether or not it will be necessary to alter the reasonable value, and in what amount.  If the reasonable value is to be adjusted, the box provided to indicate this action will be checked, and a revised CRV will be forwarded to the lender.





	d.  Experience has shown that in proposed construction cases it is not always in the best interest of 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. (See fig. 12.)  Therefore, the following optional procedure may be of benefit in this regard and may be used at the regional office's discretion:





	(1)  With the exception of wood finish flooring and floor covering in bathrooms, installation of finish floor covering may be delayed until as late as just prior to loan closing, providing the VA issues a third-stage compliance inspection report which includes the following:





	(a)  In section 1 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, VA has:





	1.  Checked "Prefinal Report Approved" and "Certificate of Reasonable Value Revised,"





	2.  Checked the box provided or entered the statement "Certification is required that lender's inspection prior to loan closing reveals satisfactory installation of specified finish floor covering as described in section 1 in the area(s) identified in section 1," and
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	3.  Signed and dated the form.





	(2)  An escrow of funds to insure completion of the installation is not required, nor is VA Form 26-1844/HUD Form 92577, Request for Acceptance of Change in Approved Drawings and Specifications, or issuance by the VA regional office of a revised CRV.  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 by 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 1 of VA Form 26-1839.  An imprint on the back of the carpet will show the manufacturer's name and 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.





5.09  SUBSTITUTIONS OR DEVIATIONS





	a.  VA Form 26-1844 will be used for requests by builders, sellers and others on the acceptance of changes in approved drawings and specifications.  Any violation of the "Conditions of Acceptance," printed on the reverse of that form, will be cause to withdraw or cancel VA's acceptance of the changes.  [Compliance inspectors may be authorized to approve and distribute a properly completed VA Form 26-1844, containing all required signatures, which does not involve deletions or a change in value.  In these cases, the builder must complete VA Form 26-1844 in triplicate and have the form at the job site at the time of the scheduled inspection.  The compliance inspector will review the change order to verify that no deletion or value change is requested and all parties shown on the CRV have signed the form. The inspector will inspect the property according to the plans, specifications and change order and sign the change order in the appropriate space.  The builder will be given the original counter-signed change order, a copy will be retained by the inspector, and the last copy will be  forwarded to the VA field station with the inspection report.]  In instances in which the substitution or deviation is such that it will result in a modification of the reasonable value or any of the terms or conditions of the outstanding CRV, appropriate endorsement may be made to VA Form 26-1844 in lieu of issuance of VA Form 26-6363, Endorsement of Certificate of Reasonable Value.  To be acceptable the endorsement should read essentially the same as VA Form 26-6363.  It is understood, [of] course, that this alternate method may not be applicable in all cases.  VA Form 26-6363 may be more appropriate in those cases involving revisions to general conditions, changes in legal descriptions, substitution of [plan types], etc.
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	b.  An exception to the use of VA Form 26-1844 as provided for in subparagraph a above may be made in cases when no veteran-purchaser is involved and provided the change is limited to the substitution of mechanical equipment of equal value.  This will be done by the fee compliance inspector checking VA Form 26-1839, Section 1B, "Substitutions or Deviations," and describing the change of equipment and the value attributed to the substituted equipment.  The signature of the staff technician reviewing the inspection report will signify acceptance of the change which should then be noted on the related plans and specifications.





	c.  A further exception to subparagraph a above may be granted in cases involving HUD-inspected properties provided the additions,
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substitutions or variations are clearly described on HUD Form 92051, Compliance Inspection Report, and the veteran concerned has signed his or her acceptance of the changes from the approved plans and/or specifications.  This procedure would apply only to those items of a minor nature when no additional cost to the veteran is involved and no change in reasonable value is indicated.  Typical examples of variations or substitution would be substitution of water heater, furnace, hardware, bath fixtures and/or relocation of electrical outlets, windows, etc.  When an additional cost to the veteran is involved, VA Form 26-1844 will be obtained and an appropriate change to the value will be made.





	d.  In cases when the substitution or deviation results in a modification of the established current market value (up or down) as shown in the outstanding CRV, an appropriate endorsement will be made on VA Form 26-6363 (or VA Form 26�1844 as cited in subparagraph a above).  [A copy of VA Form 26-6363 or 26�1844 will be attached to the veteran's copy of the CRV, if it is still in the case folder for mailing to the veteran upon receipt of a loan application or loan report.  If the veteran's copy of the CRV was previously mailed, or in cases where the value was established by MCRV and the veteran was notified of the value on VA Form 26-1820, Report and Certification of Loan Disbursement, or VA Form 26�1802a, HUD/VA Addendum to Uniform Residential Loan Application, a copy of VA Form 26-6363 or 26-1844 will be mailed directly to the veteran involved, and a record of the mailing will be made in the case folder.]





	e.  When VA Form 26-1844 is used in lieu of VA Form 26-6363, as outlined in subparagraph a above, the following endorsement will be placed in the area directly above the date and signature for the authorized agent:





"ENDORSEMENT TO CERTIFICATE OF REASONABLE VALUE





	This endorsement takes precedence over and specifically amends the outstanding CRV for the property with the above identifying number.  Any condition stated on the outstanding CRV, not specifically referred to and modified herein, remains in full force and effect until expiration of the Validity period.  The total established reasonable value of the subject property is amended to $        ."





5.10  DISPOSITION





	a.  Compliance Inspection Reports Other Than Final Compliance Inspection Reports.  An unapproved copy of each such report will be left at the job site for the builder.  One copy will be retained by the inspector for his or her case file.  The remaining two copies will be forwarded to the regional office.  If the compliance inspection report is approved as submitted, one copy will be forwarded to the lender and one copy will be retained in the compliance inspection file (RCS VB-1, pt. 1, item No. 12-144.000). If a revised report is prepared by the regional office, copies will be distributed to the lender, the
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compliance inspector, and the builder, and the VA file copy will be placed in the inspection report file; in these latter cases, the report of the compliance inspector will be marked "Superseded," one copy will be retained in the VA compliance inspection file (RCS VB-1, pt. 1, item No. 12-144.000), and the other copy can be forwarded to the lender.  If in accordance with paragraph 5.08a the fee compliance inspector is authorized to approve and distribute first- and intermediate-stage compliance inspection reports, he or she will provide the builder with two copies, one of which the builder will forward to the lender; one copy will be forwarded to the VA by the inspector; and one copy will be retained by the inspector for his or her files.





	b.  Final Compliance Inspection Reports.  An unapproved copy of each such report will be left at the site for the builder.  The compliance inspector will retain one copy for his or her case file.  The original and two copies will be forwarded to the regional office (RCS VB-1, pt. 1, item No. 12-144.000). Upon approval by VA, the original and one copy of VA Form 26-1839 will be forwarded to the lender.  If a revised report is prepared by the regional office, the copies will be distributed as described in subparagraph a above for the same situation, except that an extra copy will be sent to the lender.  The lender will retain the original VA Form, 26-1839 and ultimately will return the copy of the approved report with the related loan report, VA Form 26-1820, Report of Home Loan Processed on Automatic Basis, or with VA Form 26-1876, Certificate of Loan Disbursement.





	c.  Compliance Inspection Report File.  When the volume of inspection activity warrants, there will be established a compliance inspection file for reports relating to properties included on outstanding MCRV's, and in such cases only the final compliance inspection report submitted by the lender is required to be placed in the loan file (M26-1, chapter 4); otherwise the loan guaranty folder initially prepared upon receipt of the request for appraisal of the particular project will be utilized.  Reports for individual proposed construction cases will be filed in the related loan guaranty folder.





SECTION III.  FIELD REVIEW AND SUPERVISION OF FEE INSPECTORS





5.11  REQUIREMENT OF FIELD REVIEWS AND SELECTION OF UNITS





	a.  It shall be prescribed at the beginning of each month the minimum number of compliance inspection reports from fee compliance inspectors which shall be field reviewed by staff technicians.  The number to be so prescribed each month shall not be less than 10 percent of the average number of first and third compliance inspection reports received during each of the 3 preceding months as reported in AMIS Segment 645,  VA Form 20-8124-26f, DVB AMIS Input Code Sheet.  VA Form 26-18S8, Report of Loan Guaranty Field Review, will be prepared for each field review, except when the field review discloses that a compliance inspection report is satisfactory in all respects, VA Form 26-1839 involved may be appropriately endorsed by
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the staff technicians to indicate confirmation of the compliance inspector's findings in lieu of completing VA Form 26-1858.  The exception provided is not applicable in any case in which the property involved is the subject of a veteran's construction complaint.  Each regional office will maintain a record of all field reviews of compliance inspection reports; such record will show the date of the field review, the case number, the address of the property, the compliance inspection stage (e.g., first, intermediate or final); the name of the compliance inspector who made the compliance inspection, and the name of the staff technician who made the field review and dispose of the file in accordance with RCS VB-1, part 1, item No. 12-155.100.





	b.  Field reviews will not be limited to or concentrated in metropolitan and adjacent areas, and provisions will be made to assure that the performance of the entire active roster of fee compliance inspectors is under continuous staff review.  Reasonable samplings of first, intermediate and final compliance inspection reports submitted by each compliance inspector will be field reviewed.





	c.  A field review will be made in each instance of the first unit or units covered by the final VA compliance inspection report or reports in each proposed construction project case for which an MCRV is issued.  For this purpose, such field review shall be made with respect to:





	(1)  The first final VA compliance inspection for each basic type dwelling unit in each project,, or





	(2)  The first final VA compliance inspection made by each fee compliance inspector assigned to make final inspections of any units in each project, or





	(3)  The first final VA compliance inspection on the dwelling unit or units built by each builder in each project, irrespective of whether or not the builder is the warrantor or sponsor.





In addition to the field review of each such first final compliance inspection report in each project case, field reviews also will be made concurrently of construction in intermediate stages in a representative segment of other dwelling units in the same project.





	d.  Field reviews of dwelling units being constructed under HUD supervision for which VA has received appraisal requests are not required.





	e.  During and as a part of each field review, there shall be an evaluation of the timeliness, completeness, and effectiveness of  the direct construction supervision performed and being performed on  the site by the builder.  A report of such evaluation shall be made on VA Form 26-1858, if prepared; otherwise, the salaried technician's endorsement that confirms the fee inspector's findings must also be
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indicative of a positive determination that the builder's supervision is satisfactory.  When it has been concluded that the direct supervision by the builder on the site is inadequate or deficient for obtaining full conformity with approved plans and specifications and with VA MPR's action may be taken to withhold further VA inspections on the particular units until the inadequacies or deficiencies of supervision are remedied.





	f.  In the performance of field reviews, a staff technician may develop information that merits consideration of the suspension of builders and the removal of fee inspectors from the roster, or both.  Under such circumstances, full reports of the facts in the cases shall be reported promptly to the proper authorities in the VA regional office for decision and appropriate action.  Each regional office is expressly charged to move swiftly to obtain corrective action.  When experience demonstrates that a staff technician can be relied upon to properly do so, he or she may be authorized to withhold further compliance inspections or to suspend an inspector, or both, right on the site at the time of a field review.  A report of the decision or action in every instance under this subparagraph shall be forwarded to Central Office (262).





5.12  INSTRUCTION AND SUPERVISION OF COMPLIANCE INSPECTORS





	a.  Technical personnel in the regional office will spot check the accuracy of inspection reports by field investigation and confer with inspectors as the necessity arises and, as an additional means of assuring consistency, instructions will be prepared and distributed to all inspectors.  The instructions will include a list of frequently encountered construction errors and any other data which will be helpful to the inspectors.





	b.  Training kits, designed for use by fee compliance inspectors in the performance of their duties, shall be assembled and maintained in each regional office.  Upon being placed on the roster, each fee compliance inspector shall be given a complete training kit consisting of information and guidance material compiled to serve as a reference and aid toward better understanding and proper application of VA requirements, methods and procedures in connection with compliance inspections.  Compliance inspectors shall be encouraged to purchase the CABO (Council of American Building Officials) One and Two Family Dwelling Code.  The CABO publication is for sale by the Council of American Building Officials, 5203 Leesburg Pike, Suite 201, Falls Church, VA 22041.





5.13  ROSTER OF COMPLIANCE INSPECTORS FOR HUD AND COOPERATION WITH FmHA (Farmers Home Administration)





	a.  Upon request by a HUD insuring office, the VA regional office concerned will supply that office with a copy of its roster of qualified fee compliance inspectors.  In such cases, the HUD insuring office will be notified of removals of fee compliance
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inspectors from the roster for misconduct or irregularity.  A reciprocal arrangement has been made with HUD to provide that when one of its field stations removes a fee compliance inspector from the roster for misconduct or irregularity, the VA regional office concerned will be notified of such action. (See also pars. 2.02c and 2.03b.)





	b.  VA regional offices shall also routinely provide the State Director of FmHA, which serves the same area as the regional office, copies of all removal action notices sent to individual fee appraisers or compliance inspectors who have been removed from the roster.  Regional offices may also begin receiving copies of removal notices or other sanctions imposed by the local State Director for FmHA.  When such notices are received, regional offices should determine whether the appraiser or compliance inspector also participates in the VA program and, if so, closely monitor the person's performance under the VA program.





SECTION IV.  NONRESIDENTIAL CONSTRUCTION  AND  CONSTRUCTION


UNDER HUD SUPERVISION





5.14  NONRESIDENTIAL CONSTRUCTION





	a.  Although VA compliance inspections of such construction are not mandatory, inspections will be made when requested by veteran applicants, provided the structures are to be built in accordance with local standards acceptable to the regional office.  When nonresidential farm or business-structures are inspected by VA-designated inspectors, lenders will not be required to certify to satisfactory completion.





	b.  This chapter does not attempt to establish a uniform procedure to be applied in these cases.  However, the requirements prescribed for review of reports, supervision of inspectors, and determination of fees will be followed.  VA Form 26-1839 will be adapted as appropriate for use by disregarding instructions concerning application of HUD Minimum Property Standards booklets and by utilizing the special inspection stage when the regular first, second, and third stages are not appropriate.





5.15  CONSTRUCTION UNDER HUD SUPERVISION





	a.  If a structure is being erected under HUD supervision, VA compliance inspections are not generally required.  In such instances, evidence of the builder's compliance with the approved plans and specifications and approved change orders consisting of a copy of the final HUD Form 92051 must be submitted to VA no later than the submission of the related loan report or certification of the loan disbursement.  As a substitute for the HUD Form 92051, a photostatic copy or certified duplicate of the lender's copy will be acceptable, and VA will accept also a letter from the HUD office having
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jurisdiction, stating that the property has been completed in accordance with the approved plans and specifications. [Final inspections on HUD Form 92051 shall also be accepted when signed by a HUD Direct Endorsement (DE) underwriter.] In the event that the final HUD compliance inspection report stipulates that certain incomplete work, such as street improvements, shall be completed in accordance with requirements specified on another commitment or in a letter to the sponsor-builder, the lender will furnish the regional office with a copy of either (1) the other commitment, (2) the HUD letter to the sponsor-builder setting forth the subdivision conditions, or (3) a lender's certified copy of the mortgage insurance requirements as set forth in the other commitment and will be disposed of in accordance with RCS VB-1, part I, item No. 12-074.000.





	b.  In addition to the certification initially required on VA Form 26-1805, VA Request for Determination of Reasonable Value, it is further required that the person or firm making the request for appraisal must submit a certification to the effect that VA has been supplied with identical copies of the plans and specifications and other related exhibits upon which HUD based its approval, including HUD change orders, if any, covering the construction involved.  Such certification must also be received by VA no later than the related loan report or the certification of loan disbursement. (HUD Form 92051 marked "repair inspection" is not acceptable as evidence of satisfactory completion of construction under HUD compliance inspection procedure for proposed construction.)





	c.  When the HUD compliance inspection report shows "C Compliance" with a notation of incomplete onsite or offsite work, it cannot be accepted as evidence of satisfactory completion unless an agreement has been established in accordance with VA procedure prescribed in M26-1, chapter 5, section VI.  Such agreements require VA approval prior to release of any escrowed funds.  Before approval, VA must be assured of completion of the deferred work by means of a VA reinspection or by receipt of a HUD compliance inspection report showing satisfactory completion, or other acceptable evidence.  The cost of any such reinspection must be borne by the builder or sponsor and is not chargeable to the veteran-purchaser.





	d.  Acceptance of HUD Form 92051 as evidence of satisfactory completion is, in all cases, predicated upon the assumption that HUD interpretation and application of the HUD Minimum Property Standards is consistent with the interpretation and application by VA.  Obviously when such consistency does not exist, HUD Form 92051 evidencing acceptable completion does not necessarily assure compliance with VA MPR's.  Directors are authorized to impose a VA inspection in addition to the three HUD inspections whenever such action is necessary to assure conformity with VA regulations.  The VA inspection so imposed
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may be made at such stage as the Director determines to be the most conducive to fostering consistency in the interpretation and application of minimum standards for planning, construction and general acceptability.  Normally, considering the purpose to be served, such inspection should be made at an intermediate stage, preferably at the second or equivalent stage, in terms of the VA's inspection system.
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	e.  The additional final VA inspection shall be reported on VA Form 26-1839 as "Special Inspection."  The inspector will observe and report on construction performed at all inspection stages.  However, the requirement that concealed work must be uncovered is to be avoided unless absolutely essential.





	f.  Prior approval of Central Office (262) will be required before imposing full VA compliance inspection procedure in lieu of acceptance of HUD Form 92051.





5.16  SUBSTITUTION OF HUD FINAL INSPECTION REPORT FOR VA 


	    COMPLIANCE INSPECTIONS





	When builders use the HUD inspection service, HUD final inspection reports will be required in respect to all improvements other than those for which escrows have been established under VA procedure.  This is not intended to alter instructions under which final VA inspections are required in addition to the HUD final inspections.
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