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IMPACT OF HUD MORTGAGEE LETTER 2001-27 ON VA REQUIREMENTS





	1.  PURPOSE.  To inform lenders that the Department of Housing and Urban Development (HUD) Mortgagee Letter 2001-27, “Pre-approval Requirements for New Construction and an Alternative to the Inspection Requirements – Single Family Loan Production” does not affect VA requirements.


  


	2.  DETAILS.  





	a.  Section 14.03 of the Lender’s Handbook allows first and second stage VA inspections to be waived in proposed or under construction cases, if:





The property is located in an area where the inspection procedures of the local building authority are acceptable to HUD,


A certificate of occupancy for the property is issued by the local building    


       authority, and


A third stage (final) inspection of the property is made by a VA-assigned fee   


  	 inspector.





Although the Mortgagee Letter eliminated HUD approval of local jurisdictions for Federal Housing Administration inspection purposes, HUD continues to accept certificates of occupancy issued by those jurisdictions.  This satisfies the VA requirement stated in paragraph 2a(1).  Unlike HUD, VA does not require lenders to certify that the property is complete and meets VA minimum property standards, since the lender must obtain both a certificate of occupancy and a final VA inspection report for the property. 





	b.  Other VA requirements for properties appraised as either “proposed or under construction” or “new construction”, including those pertaining to 10-year insured protection plans, remain unchanged.  Those requirements are outlined in sections 10.09 and 10.08 of the Lender’s Handbook.  





  	3.  RESCISSION:  This circular is rescinded January 1, 2003. 


        


					By Direction of the Under Secretary for Benefits








					Keith Pedigo


					Director, Loan Guaranty Service
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