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Department of Veterans Benefits						DVB Circular 26-85-2


Veterans Administration			Change 1


Washington, D.C  20420			August 23, 1985





FINANCING OF MANUFACTURED HOMES


PURSUANT TO PUBLIC LAW 98-223





1.	 Inquiries to field stations indicate a need to clarify several items in DVB Circular 26-85-2.  The following changes are based on those inquiries.





2.	 Effective immediately, DVB Circular 26-85-2 is changed as follows:





Page 1, paragraph 3b, line 1:  After "the home" add "is, or".





Page 3, paragraph 4a





Subparagraph (5)(a), line 2: Delete "the unit." and insert "the unit, if the unit is new but has not yet been delivered to the dealer or to the site."





Subparagraph (7), line 6: After "analysis grid." add "The manufactured home unit must be viewed by the appraiser, unless the unit is new and has not been delivered to the dealer or to the site."





Page 6, paragraph 4e(l), lines 3 and 4: Delete "(not to exceed the reasonable value of the manufactured home unit)."





3.	 Stations will reproduce paragraphs 1 and 2 of this change for distribution to lenders.  Copies of these releases need not be sent to Central Office.














						R. J. VOGEL


						Chief Benefits Director





Distribution:  CO:  RPC 2021


SS (26Al)     FLD:  DVBFS, 1 each (Reproduce and distribute based on RPC 2021.)
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FINANCING OF MANUFACTURED HOMES


PURSUANT TO PUBLIC LAW 98-'223





1.	 PURPOSE. This circular provides implementing instructions for processing manufactured home loans under the new financing provision added to section 1810 of title 38, U.S. Code, by Public Law 98-223 effective March 2, 1984.





2.	GENERAL PROVISIONS.  Section 1810 of title 38, U.S. Code, has been amended to include the guaranty of loans for manufactured homes which are permanently affixed to lots if the manufactured home is considered to be real property under the laws of the State where the lot is located.  In addition, the loan for the manufactured home and lot must be considered as one loan.  Conforming amendments to the 36.4300 series of the VA regulations have been made.  As before, it will be the lender's responsibility to obtain the required lien on the property and to ensure that any loan guaranteed by VA conforms with the applicable provisions of title 38, U.S. Code, and of the regulations concerning such guaranty.  Guaranty under section 1810 provides more favorable loan terms, including a lower interest rate and longer repayment period.  A section 1810 loan may be guaranteed for up to 60 percent or $27,500, whichever is less, versus a 50 percent guaranty to a maximum of $20,000 if guaranteed under section 1819.  Since the status of a manufactured home as real versus personal property is not always clear, lenders will continue to be able request guarantees under section 1819 of title 38, U.S. Code.





3.	 AUTHORIZED LOAN PURPOSES.  The following manufactured home loan purposes are now authorized under section 1810:





a.	 To purchase a manufactured home to be permanently affixed to a lot that is already owned by the veteran (38 U.S.C. 1810(a)(9)(A)(i));





b.	To purchase a manufactured home and a lot to which the home is, or will be permanently affixed (38 U.S.C. 1810(a)(9)(A)(ii));





c.	To refinance at a lower interest rate an existing VA-guaranteed loan which is secured by a manufactured home permanently affixed to a lot owned by the veteran.  These loans will be subject to the provisions currently applicable to interest rate reduction refinancing loans, including the provisions permitting the veteran to be charged a reasonable discount, except the term of the loan may be for as long as 30 years and 32 days even if this exceeds the term of the loan being refinanced. (38 U.S.C. 1810(a)(9)(B)(i));





d.	 To refinance an existing loan that was made for the purchase of, and that is secured by, a manufactured home that is permanently affixed to a lot and to purchase the 'Lot to which the manufactured home is affixed.  Such a loan will be subject to the same provisions currently applicable to loans authorized under section 1819 to refinance an existing manufactured home loan and purchase a lot, including the provision permitting the veteran to be charged a reasonable discount on the refinancing portion of the loan (38 U.S.C. 1810(a)(9)(B)(ii)).
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4.	 PROCESSING PROCEDURES





a.	 Appraisal





(1)	Valuation Policy.  Except as otherwise noted in this circular, the valuation process for manufactured homes under section 1810 of title 38, U.S. Code, is the same as for conventional home loans guaranteed under section 1810.  This includes VA review of the organizational documents for planned-unit developments and condominiums, compliance inspections, and conversion of HUD conditional commitments to VA CRV'S.  There is no change in the processing requirements for those manufactured home loans to be guaranteed under section 1819 of title 38, U.S. Code.





(2)	Eligibility for Appraisal.  Those cases which will meet all of the following criteria prior to the loan closing are eligible for appraisal:





(a)	 The location of the manufactured home on the lot is not a violation of zoning laws or other local requirements.





(b)	 The manufactured home was built in conformance with the Federal Manufactured Home Construction and Safety Standards or must comply with VA's minimum property requirements, as applicable.





(c)	The manufactured home is affixed to a permanent foundation.





(3)	 Definitions





(a)	 Existing Construction.  A manufactured home affixed to a permanent foundation for 1 year or more prior to the request for determination of reasonable value of that property.





(b)	Proposed Construction.  Any case involving the construction of a foundation or other substantial onsite improvement.  A superstructure, regardless of age, to be placed on a newly built foundation would be considered proposed construction.





(4)	Appraisal Requests.  All items on VA Form 26-1805, Request for Determination of Reasonable Value, will, be completed except as modified below:





(a)	Item 3, Legal Description.  After the legal. description of the lot, insert the make, model, length, width, and square footage of the manufactured unit that is or will be located on the lot.





(b)	Item 34, Sale Price of Property.  If purchased separately, show separately the price of the manufactured unit, the price of the lot, and the cost to the purchaser of the necessary site preparations.  If the lot was acquired by purchase and there remains an unpaid balance which is to be paid out of the proceeds of the loan, the outstanding balance must also be reported.
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(c)	Item 36, Proposed Sale Contract Attached.  Check the block "yes" and attach a copy of any contracts) signed by the purchaser for the purchase of the manufactured unit, lot, and/or site preparations; or complete item 37 if appropriate.





(5)	Proposed Construction Exhibits.  A detailed description of any proposed substantial onsite improvements, including plans and specifications, if appropriate, shall be attached to VA Form 26-1805.  These exhibits shall include, as applicable:





(a)	 A floor plan of the manufactured unit and      exterior elevations or photographs of the front and rear of the unit.  These-a-y-may be provided in the manufacturer's technical installation manual.  This requirement does not apply if at the time of appraisal the manufactured unit to be appraised will be physically located on the lot to be appraised.





(b)	 A plot plan drawn to scale showing the location of all proposed onsite improvements and appropriate grade levels.





(c)	 The proposed foundation plan and a detail of a foundation sidewall, a foundation endwall, and an interior pier.  In double-wide units, a detail of the mating line pier should also be provided.  The required drawings may be provided in the manufacturer's technical installation manual.  Those that are not shall include the features shown in the examples provided in the ANSI A225.1 Standard.





(d)	 Appropriate construction exhibits for any other onsite improvements to be financed with the loan proceeds.





Since the manufactured unit must be constructed in conformance with the Federal Standards, the plans and specifications for the unit itself (other than the floor plan and exterior elevations described above) do not have to be provided.





(6)	 Minimum Property Requirements





(a)	 Existing Construction.  The site, manufactured unit, and other onsite improvements must meet or exceed the VA Minimum Property Requirements for existing construction.





(b)	Proposed Construction.  The manufactured home unit (superstructure) must have been built in conformance with the Federal Manufactured Home Construction and Safety Standards or must comply with VA's minimum property requirements, as applicable.  The foundation and other onsite improvements must meet or exceed either the VA Minimum Property Standards for proposed construction or the recommendations of the ANSI A225.1 Standard.





(7)	Appraisal.  The sale of other manufactured homes on permanent foundations will be used as comparables in the market data analysis.  If the appraiser's report states that such comparables are not available, the appraiser may use the best conventional home sales available.  Any conventional home sale used must be properly adjusted in the market analysis grid.
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(8)	CRV (Certificate of Reasonable Value).  In cases involving the separate purchase of the manufactured unit, the lot, and onsite improvements, the reasonable value will be the lesser of:





(a)	The total appraised value of the manufactured unit, lot, and onsite improvements, or;





(b)	The total purchase price of the manufactured home unit and the lot plus the cost of proposed onsite improvements, or;





(c)	The manufactured unit sales price, plus the cost of proposed onsite improvements, plus the balance owed by the veteran on a deferred purchase money mortgage or contract given for the purchase of the lot.





(9)	 Warranty Requirements





(a)	In all proposed construction cases, the contractor shall provide the purchaser with a 1-year warranty on VA Form 26-1859, Warranty of Completion of Construction in Substantial Conformity with Approved Plans and Specifications.  This warranty will cover the foundation and/or other substantial onsite improvements built by the contractor.  This requirement is in addition to any other applicable warranty requirement stated below.





(b)	In cases involving a new manufactured home, the manufacturer shall provide the purchaser with a 1-year warranty on VA Form 26-8599, Manufactured Home Warranty.  This warranty will cover the manufactured unit.





(c)	 In cases involving a used manufactured home sold by a dealer, the dealer shall provide the purchaser width a 6-month warranty on VA Form 26-8730, Used Manufactured Home Limited Warranty.  VA Form 26-8730 warrants that the mechanical equipment, electrical, gas and heating systems, and water and plumbing systems are in operating condition and the roof is weathertight.  This warranty is not required in connection with the sale of a used manufactured home between private individuals not involving a dealer.





(10)	 Compliance Inspections





(a)	Proposed Construction.  Since manufactured units are factory fabricated, there is generally no requirement for a second stage compliance inspection.  If applicable, this fact should be reflected on VA Form 26-1843p, General and Specific Conditions for VA Certificate of Reasonable Value, when the CRV is issued.  Compliance inspections shall be required at appropriate stages or intermediate intervals); e.g., individual sewage disposal system prior to backfill, to ascertain compliance with plans, specifications and the applicable design and construction standards for site-built improvements.





(b)	In cases involving a used manufactured unit moved to the purchaser's lot, there is an additional inspection requirement.
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VA Forms 26-8731a, Water - Plumbing Systems Inspection Report (Manufactured Home); 26-8731b, Electrical Systems Inspection Report (Manufactured Home); and 26-8731c, Fuel and heating Systems Inspection Report (Manufactured Home), must be completed by qualified third-party inspectors following installation and setup of the unit on the lot.  Experienced plumbers, electricians, heating and air-conditioning contractors and manufactured home service personnel are considered qualified third-party inspectors.  Licensed manufactured home service personnel shall be permitted to perform any of the required inspections. other inspectors shall perform only those inspections for which they are qualified.  Lenders shall order such inspections and shall submit the original of such reports to VA with disbursement or loan report packages.  No loan will be guaranteed for the purchase of any unit for which such reports show unsatisfactory test results.  Lender or third-party (i.e., contractor, manufactured home servicing company or dealer representative) certification concerning the application of roof coating after setup on the site will be accepted.  This requirement does not apply to new manufactured units or used units which will not be moved from one location to another.





(11)	Additional Instructions.  The onsite inspection of manufactured homes after the loan is closed, as outlined in DVB Circular 26-84-15, will not be required.





b.	Loan Application. These loans may be processed under either the prior-approval or automatic procedure.  Only supervised lenders and those nonsupervised lenders with authority to process home loans to be guaranteed under section 1810 on the automatic basis will be authorized to process these new types of manufactured home loans on the automatic basis.  Since these loans are to be guaranteed under 38 U.S.C. 1810, VA Form 26-1802a, Application for Home Loan Guaranty and Certificate of Guaranty, will be used (except loans guaranteed pursuant to 38 U.S.C. 1810(a)(9)(B)(i), interest rate reduction refinancing loans, which require only a written loan proposal instead of a formal application).  Lenders reporting closed loans will use VA Form 26-1876, Certification of Loan Disbursement, or VA Form 26-1820, Report of Home Loan Processed on Automatic Basis.  Until these forms are revised, lenders may type in an appropriate description of the type of loan to be guaranteed in either item 9A of VA Form 26-1802a or item 7 of VA Form 26-1820, as appropriate. (VA Forms 26-8641, Application for Guaranty of Loan to Purchase Manufactured Home and/or Lot; 26-8646, Certification of Loan Disbursement - Manufactured Home; 26-8149, Report of Automatic Manufactured Home and/or Lot Loan; 26-8641a, Computation of Loan Amount for Manufactured Home Unit; arid 26-8644, Placement Certificate for Manufactured Home, will continue to be used only in connection with loans to be guaranteed under 38 U.S.C. 1819.)





c. Closing Costs.  Allowable closing costs for these manufactured home loans will be the same as currently permitted for other home loans guaranteed under section 1810.  These allowable closing costs are itemized in 38 CFR 36.4312. Except for the refinancing loans guaranteed pursuant to 38 U.S.C. 1810(a)(9)(B)(j,) or (ii), closing costs may not be included in the loan.
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d.	Discounts.  The veteran-borrower may pay a reasonable discount when the loan purpose is to refinance an existing manufactured home loan, as shown in paragraphs 3c and d. If the loan purpose is to refinance an existing VA loan to obtain a lower interest rate (par. 3c), the amount of the discount will be computed on VA Form 26-8923, Interest Rate Reduction Refinancing Worksheet.  If the loan purpose is to refinance an existing loan and to acquire a lot (par. 3d), the amount of the discount that the veteran may pay will be computed only on that portion of the new loan used to refinance the existing loan.





e.	 Maximum Loan Amount





(1)	With respect to a loan made for the purpose shown in paragraph 3a, the amount of the loan is limited to the lesser of: the sum of the purchase price plus the cost of all other real property improvements, or; the total reasonable value of the unit, lot, and real property improvements.





(2)	With respect to a loan made for the purpose shown in paragraph 3b, the amount of the loan is limited to the lesser of: the total purchase price of the manufactured home unit and the lot plus the cost of all other real property improvements; the purchase price of the manufactured home unit plus the cost of all other real property improvements plus the balance owed by the veteran on a deferred purchase money mortgage or contract given for the purchase of the Jot, or; the total reasonable value of the unit, lot, and real property improvements.





(3)	with respect to a loan made for the purpose shown in paragraph 3c, the amount of the loan is limited to the sum of: the balance of the VA loan being refinanced plus allowable closing costs and a reasonable discount.  The maximum loan amount will be computed on VA Form 26-8923.





(4)	With respect to a loan made for the purpose shown in paragraph 3d, the amount of the loan is limited to the sum of: the balance of the loan being refinanced; the purchase price, not to exceed the reason-able value of the lot; the costs of the necessary site preparation as determined by the VA; a reasonable discount on that portion of the loan used to refinance the existing loan on the manufactured home; plus authorized closing costs.





f.	 Computation of Guaranties





(1)	With respect to a loan made for either of the purposes shown in paragraph 3a or b, the guaranty may not exceed the lesser of: 60 percent of the original principal amount; $27,500, or; the amount of entitlement available to the veteran.





(2)	With respect to a loan made for the purpose shown in paragraph 3c, the dollar amount of guaranty may not exceed the original dollar amount of guaranty on the loan being refinanced.  In no case may the percent of guaranty exceed 60 percent of the new loan amount.
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(3)	 With respect to a loan made for the purpose shown in paragraph 3d, the guaranty may not exceed the lesser of: 60 percent of the new loan amount; $27,500, or; the amount of entitlement available to the veteran.  However, if the loan being refinanced was guaranteed by VA, the total guaranty for the new loan will be the sum of the guaranty entitlement used to obtain the VA-guaranteed loan being refinanced and any additional entitlement available to the veteran, provided the total guaranty does not exceed 60 percent of the new loan.





5.	 ERRONEOUS LOAN AMOUNT.   Stations receiving closed loan submissions in which lender error has resulted in the loan exceeding the maximum permissible amount should request that the lender take appropriate corrective action.  If the error cannot be corrected, guaranty should be issued based on the eligible portion of the loan only, in accordance with 38 CFR 36.4303(h).





6.	CODING.  GIL (Guaranteed/Insured Loan) coding instructions are included in this circular.  Please insure that GIL control point personnel are made aware of the coding revisions associated with these loans to avoid needless errors in coding submissions to the St.  Paul DPC.  The coding instructions are effective for the February 1985 submissions.





a.	Manufactured Home Category 7 has been established to identify manufactured homes processed under section 1810.  This value will be coded in item 30 on VA Form 26-1813, Code Sheet-Guaranty or Insurance, at the time transaction 20 is submitted.





b.	 Coding of transaction 01, Application Received, (VA Form 26-1807, Docket Progress, DPC Copy 2) will be completed in accordance with existing procedures for section 1810 loans, subject to modification for coding of item 15, Type of Structure, to reflect a single-wide or double-wide manufactured home.  Purpose code 2 will not be coded.  This is limited to manufactured homes processed under section 1819 (see II 26-83-2, page 9, item 12).  The following fields are highlighted in order to provide some assistance in coding transaction 01:





(1)	 Item 12, Purpose of Loan.  Use code 1 (home) or code 5 (refinancing).





(2)	Item 13, Loan Procedure.  Use codes 0, 1, 3 or 5 (automatic or prior-approval processing).





(3)	item 15, Type of Structure.  Use code 2 (single-wide manufactured home) or 3 (double-wide manufactured home).





(4)	Item 17, Loan Code.  Use code 1 if purpose is coded 1 (home).  Use code 2 if interest rate reduction refinancing of an existing VA guaranteed loan secured by a manufactured home permanently affixed to a lot owned by the veteran.  Use code 3 for all other refinance loans.





(5)	item 18, Type of Mortgage.  Use codes 0 through 4 it purpose is code 1 (home).  Use code 0 or 3 if purpose is code 5 (refinance).
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c.	 Transaction 20 submissions must contain Manufactured Home category value of 7 in item 30, VA Form 26-1813.  A check will be made at this time against the type of structure and purpose values previously coded during the transaction 01 submissions.  Inconsistencies between any of these fields will cause the transaction to reject.





7.	 EXTRACTS. Central Office will provide stations with extracts of paragraphs 1 through 4 of this circular for distribution to lenders.  Copies of station releases need not be submitted to Central office.














					JOHN W. HAGAN, JR.


					Acting Chief Benefits Director





Distribution:	CO:  RPC 2021 plus 25 additional copies to (26Al)


FD            	FLD:  RPC 2021
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