VA Appraisal Overview 

Short Training Video Script

I would like to talk for a few moments about the appraisal process as it relates to VA loans and veterans.  Here’s what we’re going to talk about today (PP Slide #1)
The first thing I want to talk about here is the purpose of the VA appraisal.  Many professionals in the Real Estate industry believe that VA inspects houses to ensure that they are in good condition.  This is not true, and has never been true.  The primary purpose of VA appraisals is to determine the value of the house for mortgage purposes.  VA does not inspect houses to ensure they are in good condition.  We only want to know the fair market value of the house, and if it is substantially safe, sanitary, and structurally sound.  In fact, VA Notices of Value, which are the end-product of the appraisal process, contain a large note which informs the lender and veteran that:

ELMO of NOV or SS of the Condition Clause here

“The Department Of Veterans Affairs Does Not Assume Responsibility For The Condition Of The Property.  The Correction Of Any Defects Now Existing Or That May Develop Will Be The Responsibility Of The Purchaser”.  VA notices of value state that the dwelling conforms to VA Minimum Property Requirements, but this only means that the property is Safe, Sanitary, and Structurally Sound.  Bear in mind that this determination is based upon a visual inspection by the appraiser.  If the veteran has any concerns about the specific condition of a property, encourange them to have the home inspected by a qualified home inspection service.  Do not rely on VA to guarantee the condition of the house.  In fact, veterans can have a clause written into the purchase agreement SS which requires a home inspection and that the veteran muct accept the inspection before completing the purchase of the home in question. (PP Slide #2)
Although VA does not warrant the condition of the house you wish to purchase, and we encourage you to have the home inspected by a professional, the appraiser may still call for certain repairs, which in the appraisers opinion, are needed to bring the house into compliance with the VA minimum property requirements.  PP Slide #3
VA Minimum Property Requirements are that a property be safe, sanitary, and structurally sound.  Typical repairs cited as a result of a VA appraisal could be the elimination of a safety hazard, such as badly buckled concrete in the driveway, or the requirement to install a handrail on a flight of stairs.  Appraisers may call for scraping and painting of any peeling or chipped paint surfaces SS in order to mitigate potential hazards associated with Lead Based Paint in houses built prior to 1978.  Contrary to popular belief, the seller does not necessarily have to pay for any repairs required as a result of the appraisal.  Anyone can pay for repairs in connection with a VA loan. (PP Slide #4)
Another myth I will now address is the one that says it takes forever to obtain a VA appraisal.  Many Real Estate agents believe this, but in most cases, VA appraisals can be obtained as quickly as appraisals for any other type of mortgage loan.  Lenders order case numbers and appraisers through the Internet.  The appraiser should receive the assignment from the lender within one day.  VA appraisals must be completed and submitted for review in the same time frame as would be customary for conventional loan appraisals.  In most cases, the appraisal is submitted directly to the lender for processing.  After the lender or VA completes the processing, or underwriting, of the appraisal, they issue a Notice of Value.  There is really no reason why it should take longer to process a VA appraisal than any other type of appraisal.  (PP Slide #5)
In case you’re wondering what type of home can be purchased with a VA loan, I’ve got some good news.  Most properties are eligible for VA financing.  You can even purchase a multi-family dwelling SS of up to four units with a VA home loan.  The basic requirements for a property to be eligible for VA financing is that it must be residential in nature, meet the VA Minimum Property requirements that it be safe, sanitary, and structurally sound, and the veteran must intend to live in the property.  In the case of multi-family units, the veteran must intend to live in one of the units.  Existing properties can be purchased with VA loans, SS new houses can be purchased with VA loans SS, and even proposed construction can be financed with a VA loan SS.  Manufactured and modular housing which is installed on a permanent foundation SS and taxed as real estate can also be purchased with a VA loan.  (PP Slide #6)
OK.  Let’s say the veteran has an offer to purchase accepted on a home they wish to buy, and the appraisal has been completed.  The veteran will then receive a copy of the Notice of Value or NOV.  

ELMO of NOV.

(ad-lib with NOV form, talking about various conditions that could be checked or required on this form or Still Store)

(in case I use the Still Store, the following text will be used)

The NOV lists the property address, Lenders name, and the value of the property.  The NOV will also indicate if the property is elegible for the Energy Efficient Mortgage Program, which I’ll talk about in a few moments, as well as any conditions that must be satisfied before the loan can be closed.  Some example of NOV conditions are the requirement for a termite inspection in certain parts of the country, a water test for propeties using a private well, the requirement for flood insurance, and a list of required repairs, and who will be responsible to inspect the repairs to ensure that they are completed.

What does the veteran do if they do not agree with the value or any of the conditions on the NOV?  Appeals of the value noted on the NOV should be requested through the lender sponsoring the VA loan.  I recommend that value appeal requests be accompanied by comparable sales to support the appeal.  Stll Stores  Appeals that are supported by good comparable data are usually approved.  However, keep in mind that even though a house appraises for less than the contract price doesn’t necessarily mean the appraisal is bad.  If the appeal to value is supported, Lenders can approve increases of up to 2% of the original appraised value.  VA must approve increases of more than 2%.  Waiver of any other condition on the NOV can be requested, but will not necessarily be granted.  Generally, conditions or repairs that do not affect the safety, sanitation, structural soundness or market value of a property have a chance to be waived.  Requests for waivers of NOV conditions or repairs must be in writing.  (PP Slide #7)
Now, as promised earlier, I will talk about the energy efficient mortgage program.  Let’s say your looking at an older home and like everything about it, except the furnace SS, which is old and needs to be replaced, or the house needs new windows SS.  However, you don’t have the money to replace the furnace or windows, and will probably not make an offer on the house because of the furnace.  VA has a program that can help you in a situation as I have just described.  It’s called the Energy Efficient Mortgage program.  The Energy Efficient mortgage program allows you to borrow additional money to cover the cost of making energy efficient improvements to a dwelling.  The additional energy efficient loan may be up to $6,000 without prior approval by VA. If the cost is between $3,000 and $6,000 the increase in the monthly mortgage payment must be offset by projected savings in the monthly energy costs.  Energy efficiency improvement that will increase a loan amount by more than $6,000 must be supported by an increased appraisal in an equal amount.  Typical energy efficiency improvements acceptable to VA could include (PP Slide #8) an energy efficient furnace or heat pump, or solar heating equipment, additional insulation, energy efficient windows, energy efficient doors, vapor barriers, and anything else which could improve the energy efficiency of a dwelling.

If your lender is not familiar with VA’s Energy Efficient Mortgage Program, please encourage them to call VA for more information, or look it up in the VA website. (PP Slide #9)
Well, there you have it!  This completes my overview of the VA appraisal process, and I hope this helps you the next time a veteran calls with a question about VA appraisals!  Thanks for watching!
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