Circular 26-97-13 was self rescinded on October 1, 2001


Veterans Benefits Administration				Circular 26-97-13


Department of Veterans Affairs			                         Change 2


Washington, D. C.  20420					    October 5, l999





CONSTRUCTION INSPECTION REQUIREMENT CHANGE





Purpose:  To reflect a change in the Rescission date.





Effective immediately, Circular 26-97-13 is changed as follows:





           Page 2, paragraph 10:  Delete “1999” and insert “2001”.





      3.  Rescission:  Change 1 to Circular 26-97-13





				By  Direction of the Under Secretary for Benefits











				Keith Pedigo, Director


				Loan Guaranty Service
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Construction Inspection Requirement Change





     1.  This is to announce a change in proposed construction compliance inspection requirements.





     2.  Effective immediately, the requirement for a first and second stage VA compliance inspection is waived in all proposed construction cases located in any jurisdiction in which the Department of Housing and Urban Development (HUD) has approved the local building authority inspections in lieu of HUD inspections.   In such cases, all of the following requirements must be met:





     a.  The local building authority inspections have been approved by the HUD office in lieu of HUD inspections in accordance with HUD Handbook 4145.1, REV-2, paragraph 4-26.





     b.  The requestor completes VA Form 26-1805, VA Request for Determination of Reasonable Value, to show “/local” after the “VA” block in item 29A.





     c.  A third stage (final) VA compliance inspection is performed by a VA fee inspector assigned by the VA office of jurisdiction.  The purpose of that inspection will be to verify that the property meets VA Minimum Property Requirements for proposed construction and was built in substantial conformity with the construction exhibits on which the VA value determination was based.  Any changes to those construction exhibits must be listed on VA Form 26-1844,  Request for Acceptance of Changes in Approved Drawings and Specifications, approved by VA, and provided to the inspector at the time of the inspection.





     d.  The fee inspector takes a color photograph of each diagonally opposite front and rear corner of the house to record adequate grading and drainage of the site.  The photographs should be taken from opposing lot/property corners at the street and at the rear, wherever possible.





     3.  Every VA notice of value processed under this change will require each of the following items with the lender's request for VA guaranty:





     a.  A properly executed “clear” third stage (final) VA Form 26-1839, Compliance Inspection Report, with original photographs attached, and





     b.  An occupancy permit or other appropriate documentation which represents local authority verification that construction has been fully completed and meets applicable building codes.
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     4.  Effective immediately, fee inspectors will provide photographs in accordance with paragraph 2d with all proposed construction third stage (final) inspection reports.





     5.  Cases in which a VA notice of value has already been issued requiring a full complement of inspections can be converted to the new procedure.  VA will issue an endorsement to the notice of value upon receipt of a written request. 





     6.  This change has no affect on other proposed construction-related VA requirements, or on properties appraised as new or existing construction, or in cases involving a VA Specially Adapted Housing grant.





     7.  VA field stations will monitor and adopt any HUD change regarding which building authorities are acceptable under HUD Handbook 4145.1, REV-2, paragraph 4-26.  With VA Central Office (262) concurrence, field stations may also discontinue relying on the inspections of a particular building authority if VA staff detect excessive construction deficiencies or construction complaint activity in that building authority's jurisdiction.  In cases involving unusual site features, or construction methods, or builders with frequent construction complaints, VA may require special inspections by the VA-assigned fee inspector at any stage of construction.





     8.  Those field stations participating in the “Pilot Program to Test Reliance on Local Building Authority Inspections” will continue to proceed under the existing pilot instructions in all localities currently approved under that pilot.  However, the acceptance of any new localities should be based on approval by HUD as provided in paragraph 2a.       


     9.  Field stations will reproduce paragraphs 1 through 6 of this circular for immediate distribution to all lenders, builders, and fee personnel.  Those fields stations participating in the “Pilot” should appropriately amend their local release to address paragraph 8.  Copies of these releases need not be submitted to Central Office.  Questions may be directed to Robert Cosgrove at (202) 273-7354.





     10.  Rescission:  This circular is rescinded October 1, 2001.





				  By Direction of the Acting Under Secretary for Benefits











	Keith Pedigo, Director


	Loan Guaranty Service
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