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CHAPTER 6. RESIDENTIAL BUILDING CONSTRUCTION


COST DATA





SECTION I. APPLICATION OF COST DATA





6.01  GENERAL





	a.  Salaried staff technicians may verify the committee's appraisal of proposed construction by comparison with an estimate made in accordance with a commercial cost system approved by Central Office (262) when it is deemed appropriate since cost may influence the value determination (i.e., unusual design Such as earth-sheltered homes).  Periodic changes are made to these systems by the publisher.  These changes will be implemented by regional offices immediately upon receipt.  Regional offices are responsible for annual renewals of subscriptions.  No other commercial or locally devised cost systems are acceptable.  Similarly, in other cases involving both proposed and existing construction, estimates may be made from time to time and the cost data otherwise used for general reference as may be appropriate in the determination of proper appraisal.





	b.  In proposed construction cases, reference can be made to estimates previously prepared with the Central Office-approved commercial cost system for structures of similar size and architectural design.  In such cases, differences in equipment, finish, size and exterior treatment are adjusted by lump-sum additions or deductions.  These computations are to be filed in the case docket in lieu of a complete estimate.





	c.  In all cases involving the construction or remodeling of specially adapted housing and in cases involving repair of properties acquired by VA, an individual estimate of cost shall be prepared.





6.02  REVIEW OF COSTS





	a.  The Loan Processing Section will request a review of the costs listed by the builder/seller on VA Form 26-6378, Escrow Agreement for Postponed Offsite Improvements, and/or VA Form 26-1849, Escrow Agreement for Postponed Exterior Onsite Improvements.  The Construction and Valuation Section will respond to the request by reviewing the estimated cost to complete the postponed work and the estimated additional amount to assure that sufficient funds will be available to pay for completion of the postponed work if the builder/seller fails to complete the work.





	b.  When determining the additional amount to be escrowed, the Construction and Valuation Section shall consider the period of time the escrow is to remain open based on changing economic conditions; inflation, labor contracts.  These factors may require that the additional amount to be escrowed be more than one-half of the
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estimated cost to complete the work.  However, in no event will the additional amount be less than one-half of the estimated cost to complete unfinished work.
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