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CHAPTER 7.  LAPP (LENDER APPRAISAL PROCESSING PROGRAM)





7.01  POLICIES AND PROCEDURES





	The administrative details in the following paragraphs supplement the LAPP policies and procedures in chapters 18 through 22 of VA Pamphlet 26-7, VA Lender's Handbook.





7.02  VA PROCESSING OF LENDER APPLICATION TO PARTICIPATE IN LAPP





	a.  Timeliness.  See paragraph 19.02a of VA Pamphlet 26-7, VA Lender's Handbook.





	b.  Application Referrals





	(1)  To Another VA Office.  Any application received for a lender staff appraisal reviewer (SAR) who will not be physically located in the VA regional office's jurisdiction, will be immediately forwarded for processing by the VA office in whose jurisdiction the SAR is located.  The lender will be advised of the referral and the reason.





	(2)  To Central Office.  If a VA regional office is unable to approve an application for a SAR, that office will forward to Central Office (262) the application, a synopsis of the problem and documentation regarding contact with the lender to try to resolve it.  Generally, Central Office involvement will not delay the field station's processing of other SAR nominations by that lender.





	c.  Assignment of SAR Identification Number.  Once all required application material is received from the lender and found to be acceptable, the VA regional office will call Central Office (262) and obtain an identification (ID) number for each SAR approved.  That number will belong to the SAR as long as he/she is active in the program, even if he/she leaves the employment of the lender and later returns to the same or a different lender.





	d.  Notifications.  Upon receipt of the SAR ID number(s), the VA regional office will immediately mail or fax a completed information sheet (fig. 15) to Central Office (262) so that SAR tracking information can be recorded.  Concurrently, the VA regional office will notify the lender that the SAR(s) meets VA basic qualification requirements and inform the lender of the training and case review requirements (see fig. 16).





	e.  Records.  All of the application material, and any related documentation, will be retained in the lender's file (see par. 7.08) in accordance with VA Records Control Schedule VB-1, part 1, item No. 12-090.100.





7.03  LIST OF LAPP LENDERS AND STAFF APPRAISAL REVIEWERS





	VA offices will maintain a current list of all LAPP lenders and LAPP staff appraisal reviewers.  The list will be used to ensure the proper distribution of appropriate VA releases.  That list shall be made available to HUD/FHA upon request.
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7.04  TRAINING AND INITIAL CASE REVIEW REQUIREMENTS





	a.  Central Office Involvement.  Central Office (262) should be contacted if the regional offices are unable to satisfactorily resolve where the requirements will be met.





	b.  Extension of Initial Case Review Requirement.  Central Office (262) concurrence is required before a VA regional office can extend the initial case review requirement to more than 10 cases in the first VA office or more than five cases in any additional VA office.  The required contact between the Loan Guaranty Officer or Chief of Construction and Valuation and Central Office can be informal.





	c.  VA Notice That Requirements Are Satisfied





	(1)  Requirement.  VA will notify the lender by letter (see fig. 1 in chapter 20 of VA Pamphlet 26-7, VA Lender's Handbook) when each SAR's training and initial case review requirements have been satisfactorily completed.





	(2)  Origin of Notice





	(a)  If Requirements Are Satisfied at VA Office Where SAR Located.  That VA office will issue the letter.





	(b)  If Requirements Are Satisfied at Different VA Offices.  The VA office which processed the LAPP application will issue the letter after ensuring that both requirements have been met.





	(c)  If Requirements Are Waived.  The VA office which processed the LAPP application will issue the letter.





	(d)  If Training/Case Review by Experienced SAR.  The VA office which processed the LAPP application will issue the letter upon notice from the lender that the requirements have been satisfied.





	d.  LAPP Lender Identification Codes.  	As soon as the lender's first staff appraisal reviewer has satisfied the initial VA case review requirement, appropriate personnel at the regional office will enter an "L" in the “Automatic Approval” field of the “Lender Maintenance” screen in the Loan Processing portion of the Loan Production System.  An “L” must also be entered in item 10 ("Automatic Approval") on VA Form 26�8981, GIL Lender Name and Address Code Sheet, to change the lender's identification code in the GIL (Guaranteed/Insured Loan) system.  If LAPP authority is later withdrawn, appropriate personnel will change the lender entry back to automatic authority only by replacing the "L" with a "Y."
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7.05  EXTENDING LAPP AUTHORITY TO OTHER VA OFFICES





	Upon receipt of the required documentation from the lender, the VA office will notify the lender in writing (see fig. 17) that the SAR is authorized to process cases under LAPP in that jurisdiction.





7.06  LENDER-RELATED CHANGES





	a.  Staff Appraisal Reviewer Employment Changes.  The VA office will formally advise Central Office (262/264) when a lender's notice is received that a SAR has ceased employment or SAR work for that lender.





	b.  Mergers and Acquisitions





	(1)  Monitoring Indications of Lender Ownership Changes.  While large lenders routinely advise VA of acquisitions and mergers, small lenders sometimes fail to do so.  Therefore, VA regional office staff will be alert to a change in president, company name, etc., as an indication of a change of ownership.





	(2)  Required LAPP-Related Documentation





	(a)  Processing fee(s).  Every LAPP-related merger/acquisition requires a $100 administrative processing fee.  An additional $100 processing fee is required for each of the lender's SARs who have not previously been approved by VA for one of the merging lenders.





	(b)  All of the identifying information, statements and certifications in figure 1 of chapter 19 to VA Pamphlet 26-7, as worded, in the order shown, and either on lender letterhead or attached to a statement on lender letterhead which references it, for each of the remaining lender's SARs, except those previously approved by VA for the remaining lender.  This exception does not apply if the remaining lender's company name has changed since the SAR was approved.





	(c)  Copy of any VA letter(s) which state that SARs have met the VA training and initial case review requirements.





	(d)  List of any SARs who were previously approved by VA for the lenders involved, but will no longer work in that capacity after the merger.





	(3)  VA Processing of Required Documentation





	(a)  If Merging Lenders Operate in One or Two VA Jurisdictions.  The VA regional office with jurisdiction over the home office of the remaining lender will process the merger/acquisition.  That VA office will forward the required documentation for any SAR located in another VA office's jurisdiction, to that VA office for processing.
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	(b)  If Merging Lenders Operate in More Than Two VA Jurisdictions.  VA Central Office (264) will process the merger/acquisition and, as appropriate, either process the SAR application or forward the required documentation to the appropriate VA regional office(s) for processing.





	(c)  VA Notices.  Written confirmation of the merger/acquisition will be sent to the remaining lender and VA Central Office (264) by the VA office that processed it.  Each VA office processing SAR documentation will use figure 16 to notify the remaining lender and VA Central Office (262) that the SAR meets the basic qualification requirements.  Those VA offices will also send a completed SAR information sheet (fig. 15) to VA Central Office (262) so that the LAPP tracking system can be updated.





7.07  VA ASSIGNMENT OF CASE NUMBER AND FEE APPRAISER





	a.  Verifying Lender Eligibility.  At the time an appraisal is requested, the VA assignment clerk or VA automated assignment system will verify that the lender is eligible to participate in LAPP.





	b.  LAPP Loan Identification.  	Loan numbers for all cases processed under LAPP will contain the prefix "LAP."  That prefix will be used on the loan folder and in the "Appraisal Type" field in the C&V (Construction and Valuation) and LP (Loan Processing) portions of the Loan Production System.





7.08  LAPP LENDER FILES





	a.  Where Maintained.  At their discretion, regional offices may either continuously maintain all LAPP-related information in the active lender's file (preferably separated from other information), or in a separate file for easier accessibility by the Construction and Valuation activity.  In the latter case, the lender file maintained by Loan Processing will be documented to indicate where the LAPP file is located.





	b.  Contents.  The LAPP file is to contain all of the application material, as outlined in chapter 19 of VA Pamphlet 26-7, VA Lender's Handbook, for each of the lender's staff appraisal reviewers (SARs) and any related material.  It must also contain a copy of all correspondence and records of conversations between VA and the lender, concerning LAPP applications and their processing, training, initial VA case reviews and SAR performance.  SAR performance records should include quality control records (e.g., VA Form 26-8448d, Quality Review Exception Sheet), field review reports (e.g., VA Form 26-1858, Report of Loan Guaranty Field Review, and VA Form 26-0298, VA Appraisal Review), as well as documentation regarding complaints and their disposition.
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	c.  File Reviews.  Detailed records concerning lender performance are of critical importance in justifying and supporting any VA administrative action.  The Loan Guaranty Officer and/or Chief of Construction and Valuation, as appropriate, will ensure that LAPP files are being properly maintained, and that all LAPP lenders are being continually monitored and appropriate remedial actions are being taken, when necessary, in response to SAR and fee appraiser performance problems. 





7.09  VA QUALITY CONTROL MONITORING





	a.  Basic Requirements.  Although LAPP lenders are delegated the authority to review appraisal reports and determine reasonable value, VA is ultimately responsible for keeping the Government's exposure to risk at a minimum.  As mandated by 38 U.S.C. 3731(f), VA regional office personnel must monitor the making of appraisals by fee appraisers and the effectiveness and efficiency of LAPP lender determinations of reasonable value.  That monitoring must be ongoing, systematic and involve each LAPP lender's submissions.  It is imperative that VA take appropriate remedial action as soon as deficiencies are identified.  Also see chapter 22 of VA Pamphlet 26-7, VA Lender's Handbook ("VA Sanctions Affecting LAPP Authority").





	b.  Case Review at Time of Loan Guaranty.  Loan Processing staff will review lender requests for guaranty involving automatic loans processed under LAPP.  Construction and Valuation staff will provide guidance on individual cases, when needed.  See paragraph 21.19 of VA Pamphlet 26-7 for additional details.





	c.  VA Office Review of LAPP Cases





	(1)  Selection of Cases.  Station management will ensure that cases from each LAPP lender and, to the maximum extent possible, each SAR are selected for VA office review during the fiscal year.  Those cases will be selected from the following sources:





	(a)  Cases Involving Lender Increase of Fee Appraiser's Value Estimate.  Per paragraph 21.13e(4) of VA Pamphlet 26-7, VA Lender's Handbook, all of these cases must be VA office reviewed and/or field reviewed.





	(b)  Guaranteed Loans.  Using “Tabletalk,” stations can prepare a report that lists cases for which the guaranty has been entered as issued in the Loan Processing portion of the Loan Production System.





	(c)  Copy of Appraisal Report and Notice of Value Submitted By Lender.  See paragraph 21.13t of VA Pamphlet 26-7.  The Construction and Valuation section will maintain these copies in a manner that ensures their availability for random selection purposes.  





	(d)  Cases Involving Early Defaults.  See subparagraph d below.
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	(e)  LAPP Cases Submitted on Prior Approval Basis.  See paragraph 21.16b of VA Pamphlet 26-7.  Although there is no requirement that all LAPP cases submitted to VA for prior approval processing be reviewed by Construction and Valuation staff, those cases do provide an opportunity to review the LAPP lender's performance prior to the loan closing.  Cases which are marginal from a credit underwriting standpoint are particularly valuable, since certain appraisal-related problems (e.g., failure to properly consider repairs to an older property or seller incentives for new property comparables) could increase the risk of default.





	(f)  Cases Referred by Loan Guaranty Monitoring Unit.  The Loan Guaranty Monitoring Unit may contact VA regional offices and identify specific cases for VA office review or to request technical assistance with specific lender reviews.





	(2)  Percentage of Cases Reviewed.  [At least 10 percent of all loans processed under LAPP will be reviewed each month.  Oversight will focus on lenders who are either experiencing problems in using their LAPP authority (as indicated by valid complaints and previous VA office and field review findings) or are frequently involved in changes to fee appraiser recommendations (e.g., value increases by SAR, other reconsiderations of value, repair waivers).]





	(3)  Conducting the VA Office Review.  The specific questions in figure 18 will be used for each LAPP VA office review.  These questions were developed to assist regional office staff and promote the uniformity of those reviews.





	(4)  Processing VA Office Review Findings





	(a)  Recordation.  The results of each review will be recorded on VA Form 26�8448a, Quality Review Record - Loan Guaranty, in the same manner as other quality control cases.





	(b)  Negative Findings.  When there is a negative finding, the regional office will send the SAR, lender officer responsible for the quality of the SAR's work, and any other appropriate official(s) a written notice.  That notice will clearly and specifically state the problem found and be reviewed by the Chief of Construction and Valuation to ensure that the content is appropriate and the tone is one of guidance to help the lender change its practices in order to meet VA requirements.  If a substantive error (i.e., one that significantly affects the value estimate or the condition of the property) is found, the notice will be signed by the Loan Guaranty Officer.  When the finding involves the fee appraiser's performance, he/she will also be notified in writing.  A written response from the lender and/or fee appraiser may be required if warranted by the nature or seriousness of the finding.





	(c)  Copies.  Copies of all notices will be filed in the case file and in the lender's file and/or fee appraiser's performance file, as appropriate.  Copies of all responses will be filed in the lender's file and/or fee appraiser's performance file, as appropriate.
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	(5)  Regular Monitoring of Lenders.  VA Form 26-8448a will be maintained in the lender's file and reviewed on a regular basis by the Chief of Construction and Valuation and/or the Loan Guaranty Officer to ensure that the lender is being continually monitored and that remedial actions are taken when necessary.  The form will be initialed and dated beside the last case entry each time the file is reviewed.





	d.  Review of Early Defaults.  A review of loans which go into early default may reveal deficiencies in LAPP processing.  The Loan Service and Claims Section will identify loans which went into default after 6 or less payments were made.  These cases, together with the related RPO (record printout) 23 generated by LCS (Liquidation and Claims System), will be forwarded to the Loan Processing Section, and/or to the Construction and Valuation Section when LAPP processing is involved, for a review of the credit and appraisal-related underwriting on which approval of the loan was based.  Review findings will be documented, appropriate VA administrative action will be taken to address any appraisal-related problems found, and all documentation will be filed in the LAPP lender's file.  Upon completion of the VA office review, the cases will be returned to Loan Service and Claims or Loan Processing, as appropriate.





	e.  Field Reviews.  The degree of "insulation" fee appraisers experience in cases reviewed by VA staff may be less in cases reviewed by SARs.  While fee appraisers are expected to cooperate with SARs when questions arise concerning their appraisal reports, they must not be influenced by pressures to produce an appraisal that reaches a predetermined value or fails to appropriately cite VA minimum property requirement-related repairs and/or other conditions in order to complete the sale or mortgage transaction.  VA staff field reviews are of primary importance in helping address this concern.





	(1)  Selection of Cases.  Stations will ensure that every LAPP lender's performance is field reviewed by VA staff during the fiscal year.  Including LAPP cases in every field review trip and applying the required levels of review for each fee appraiser per paragraph 2.27, should help ensure that the work of most SARs is covered each year.  The following types of LAPP cases should be given particular attention when selecting cases for field review:





	(a)  The SAR revised the fee appraiser's value estimate per paragraph 21.13e of VA Pamphlet 26-7.





	(b)  The fee appraiser submitted a revised report or otherwise made corrections or revisions to the originally submitted appraisal report.





	(c)  The SAR disagreed with the repair recommendations per paragraph 21.13r(4) of VA Pamphlet 26-7 or made significant adjustments to other aspects of the fee appraiser's report.





	(d)  Complaints received from the fee appraiser, buyer, seller or other source concerning the lender's processing of the case.
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	(e)  Cases involving substantive deficiencies or questionable performance identified in a VA office review.





	(f)  Negative performance issues referred by the lender in connection with their field and office reviews.





	(2)  Conducting the Field Review.  The acceptability of the performance of both the fee appraiser and the SAR will be specifically addressed.  The VA staff reviewer must keep in mind that, since the SAR does not generally visit the subject property or comparables, his/her performance should not generally be considered unacceptable when deficiencies are found in the appraisal report that the SAR could not have discerned during his/her desk review.





	(3)  Processing Field Review Findings





	(a)  Recordation.  VA Form 26-0298, VA Appraisal Review, will be used for all LAPP-related field reviews, including cases where the fee appraiser's report and SAR's review were found to be satisfactory in every respect.





	(b)  Negative Findings.  When there is a negative finding, the regional office will send the SAR, the lender officer responsible for the quality of the SAR's work, and any other appropriate official(s) a written notice.  That notice will clearly and specifically state the problem found and be reviewed by the Chief of Construction and Valuation to ensure that the content is appropriate and the tone is one of guidance to help the lender change its practices in order to meet VA requirements.  If a substantive error (i.e., one that significantly affects the value estimate or the condition of the property) is found, the notice will be signed by the Loan Guaranty Officer.  When the finding involves the fee appraiser's performance, he/she will also be notified in writing.  A written response from the lender and/or fee appraiser may be required if warranted by the nature or seriousness of the finding.





	(c)  Copies.  Copies of all notices will be filed in the case file and in the lender's file and/or fee appraiser's performance file, as appropriate.  Copies of all responses will be filed in the lender's file and/or fee appraiser's performance file, as appropriate.  VA offices may use their discretion in deciding whether to send a copy of VA Form 26-0298 to the fee appraiser and/or lender in cases where no discrepancy is found.
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