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	CHAPTER 1

Types of Properties Eligible for a VA Appraisal


	Existing Construction
	A home which has either been previously owner-occupied or had all onsite and offsite improvements fully completed for one year or more is eligible. 



	
	

	New Construction
	Newly completed properties (completed less than one year and never owner-occupied) are eligible if either

·
covered by a one-year VA builder’s warranty

·
enrolled in a HUD-accepted ten-year insured protection plan, or

·
built by a veteran, as the general contractor, for his/her own occupancy.



	Proposed or Under Construction
	Property is eligible for appraisal prior to construction or during construction, based on proposed construction exhibits.

These properties must at least receive a final  inspection by VA to ensure that the property

·
is built according to the construction exhibits used in the appraisal, and

·
meets VA Minimum Property Requirements for proposed construction

Only a final inspection is required if either

· the property is to be covered by a ten-year insured protection plan, or

· the property is located in a community that will issue a certificate of occupancy. 

Note:  Properties which are fully completed except for the “customer preference” items are eligible for appraisal as “new construction” .



	
	

	Manufactured Home Classified as Real Estate
	To be eligible for a VA loan term of 30 years, a manufactured home must be

· Classified and taxed as real property

· Properly affixed to a permanent foundation 

· Substantially conform with VA MPRs, and

· Conform with applicable building code and zoning requirements for real estate. 



	
	

	Other Manufactured Homes
	Modular homes are eligible, provided they are covered by a HUD structural engineering bulletin, or constructed to the standards of the State in which the factory is located and receive that State’s approval certification.  They are delivered to the building site in sections, but are not attached to a chassis supported by wheels.  




Properties Not Eligible for VA Guaranty

	Properties Not Likely to Meet MPRs
	Property in a badly deteriorated condition is not eligible  unless VA agrees there is a reasonable likelihood that it can be repaired to meet VA Minimum Property Requirements (MPRs) prior to loan closing.

	
	

	Location-Related Problem
	A property is not eligible if the improvements are or will be located in

· A Special Flood Hazard Area (SFHA) and either it is proposed/under/new construction with elevation of the lowest floor below the 100 year flood level, or flood insurance is not available

· An area subject to regular flooding for whatever reason, whether or not it is in an SFHA

· A Coastal Barrier Resources System area 

· An airport Noise Zone 3, if proposed or under construction 

· A transmission line easement involving high-pressure gas or liquid petroleum or high voltage electricity, if any part of the residential structure is located within the easement, or

· An area susceptible to geological or soil instability (earthquakes, landslides or other history of unstable soils), if proposed/under/new construction and the builder cannot provide evidence that either the site is not affected or the problem has been adequately addressed in the engineering design.



	
	

	Ownership Not Fee Simple
	Property involving a less than fee simple ownership (for example, leaseholds, cooperatives, ground rental arrangements) is not eligible for appraisal without prior VA approval of the specific legal arrangement or project. 



	Building Code Enforcement
	If there are local building authority violations due to building code enforcement or urban renewal, these violations must be resolved prior to VA loan guaranty. 



	
	

	Nonresidential Use
	If any portion of a property is designed or used for nonresidential purposes, that property is eligible only if the nonresidential use does not

·
impair the residential character of the property, or
·
exceed 25% of the total floor area.


Common Interest Communities, Condominiums and Planned Unit Developments
	What is a Common Interest Community
	A common interest community is a subdivision containing common land, often including recreational amenities.  That common property is typically owned by an association of the homeowners (HOA), to which they all must belong and pay lien-supported assessments for a proportionate share of the expenses of the HOA.

Condominiums and planned unit developments (PUDs) are common interest communities.


	Basic VA Requirements
	Condominiums (but not PUDs) must be approved by VA or HUD before any units in the project are eligible for VA loan guaranty.  Fee simple ownership is required in our region. 




	VA Approved Condominium List
	A nationwide list of VA-approved condominiums, the Condominiums, Planned Unit Developments and Builders list can be reached via the VA Portal website. We ask that appraisers check this list when completing a condominium appraisal. If the project is not on the list, complete the appraisal and annotate your report that you could not find the project on the VA approval list. 

The internet address is cpb.vba.va.gov.

	
	

	Remaining Economic Life
	Please ensure that the appraisal report for a condominium unit provides your estimate for remaining economic life. 


	Chapter 2

Veterans Information Portal / The Appraisal System 


https://vip.vba.va.gov

This is a web site that houses different links to government & VA websites such as The Appraisal System (TAS) and other general information.  The following is instructions and tips on gaining access to and working in VIP.

Register

If you have never been into this site before, scroll down to the “user registration” and follow the onscreen instructions.

Note:  When you get to the block that requires you to input your “lender pin” it is looking for the last four digits of your lenders ID #.  For instance, if your lenders id # is 1234560000-1 your pin number would be the 0000 excluding the –1.

Logging on

Once you go to the above web address, you will be asked to input your username and password.  Your username is your first name (dot) last name.  For instance;

John.Smith would be your user name and the password would be the same as your appraisal system (TAS) password.  Please remember the username is not case sensitive, the password is case sensitive!

Once you have gained access to the site, a security box informing you that you are about to view pages over a secure connection, click OK to proceed. There will be a blue bar on the left side of your screen.  Scroll down to Applications, TAS/WBLS, this will highlight the link to red, click on it to enter the appraisal system.

Now you should be in TAS.  A welcome box with your name and company information will pop up, click ok to acknowledge the system recognizes you.  

You are now in TAS!  

You are authorized and encouraged to perform the following functions:

· Check pending assignments 

· Order appraisals 

· Issue the Notice Of Value (if you are the Staff Appraiser Reviewer (SAR)

· View the appraisers contact information

· Reprint VA form 26-1805 (Request for determination of reasonable value)

· Print the NOV

Forgotten Password
If you forget your password, just under the username and password boxes is a lost password link.  Please click on this link and follow the instructions.  

If you are locked out due to too many unsuccessful attempts, usually three (3), call VA for assistance, 800-827-6311 ext. 6.

Ordering A VA Appraisal 

When ordering a VA appraisal in the appraisal system (TAS), go to requester, assignments; there will be a dropdown box for you to choose the function you would like to perform.

  The options are:

· Single Family - This is to order an appraisal for a sale or cash out refinance.

· Loan number only - This is just to order a loan number for an interest rate reduction case with no cash out option.  No appraisal required by VA.

· Reprint assignment 26-1805 – Here you can reprint the order to view the information entered by the requester and the name and contact information for the assigned appraiser.  

In all cases, VA requires you to indicate a POINT OF CONTACT for the appraiser to set up an appointment to inspect the subject property.  Item 21 of the order form is “Name of Broker” and 22, “Broker Telephone #”.  If this information is not provided the appraisal may be suspended until this information is received.  This information could save you time and money down the road if for example the property value comes in below the sales price and the appraiser is trying to contact you for additional information to support a higher value.  If the appraiser is unable to contact you the appraisal may have to go through the reconsideration of value process later on which could be time consuming.  In order to avoid unnecessary delays, please fill out as much information as possible.

When the order has been completed in TAS, please be sure to fax the case information to the assigned appraiser.  A follow up call would also be advised.

Attention Agents and Mortgage Brokers

When ordering an appraisal (item 1 above) and you are not the sponsoring lender, PLEASE input your sponsors id# in the required block.  

Most lenders are Lender Appraisal Processing Program (LAPP) approved.  It is imperative that if your sponsor is LAPP approved, the case must be ordered as a LAPP case!  If it is a LAPP case and ordered as an IND (NON LAP) appraisal, when VA receives the appraisal and finds the sponsoring lender is LAPP and ordered as a NON LAPP, we will require the SAR to review the appraisal and issue the NOV.  This will just create unnecessary time spent in processing.  

When ordering a NON LAPP case, be sure to click radio button for IND on your first screen.

Ordering Duplicate Assignments  

The Appraisal System is a system that automatically assigns the next available appraiser that is in an active status.  This cannot be changed without prior approval and done only by VA.  

When you order the appraisal in TAS and for some reason you do not receive the conformation or appraiser information, call VA and we will look up the case information for you.  

NOTE:  Under no circumstances are you to re-order the case to be assigned a different appraiser.  

VA performs weekly reports in our system to trace duplicate assignments.  

No Appraiser Available

When you order an appraisal and receive the message that “No Appraiser was available” you need to contact VA.  We will find an appraiser to complete the appraisal.

Getting An Appraiser Reassigned To The Case

In cases where the appraiser is unable to complete the assignment, the only way to get another appraiser reassigned to an assignment is to have the appraiser fax, call or email VA requesting the assignment to be reassigned to another appraiser.  The appraiser will be required to provide a valid reason for the reassignment.

In the rare circumstance that you order an appraisal and TAS indicates that there is no appraiser available, you must contact VA.

Canceling an Appraisal  

At times that you may need to cancel an appraisal that has already been ordered.  In this situation you must contact the VA Appraiser immediately so he/she does not complete the appraisal.  If the appraiser has already started the report, the requestor is responsible for reimbursing the appraiser for the work that he/she has completed.  You must then e-mail VA (nh_appr@vba.va.gov ) so TAS can be updated.

E-Appraisal

If you need to view a copy of an appraisal, E-Appraisal is where you need to be.  It is located under Applications next to TAS on the home page of the Portal.  E-Appraisal is still in the early stages of our continuing process of improvement in appraisal delivery and customer service.  Please be patient with this system as we are still experiencing some growing pains.  All reports are to be submitted via E-Appraisal but if the system is down and has been for more than ONE (1) day, appraisers may email the report to the lender.  The appraisers will upload the report when E-Appraisal is back online.

Help Guide
An E-Appraisals help guide is available on VIP under the E-Appraisals Applications “Help” button.   We recommend you print the guide and keep it as a reference

.E-Appraisals will interface with TAS and, upon receipt of an appraisal, TAS will show it as “pending review”.   TAS receives appraisal data in virtual real-time when the appraisal is uploaded into E-Appraisal.

Note:  You may not be able to view the appraisal report until the SAR issues the NOV.

An invoice should be included with every uploaded report.  

If the appraiser makes a correction to the report, he/she will need to re-upload the ENTIRE report.  The corrected report will replace the original report.

Troubleshooting:

If you get an error message such as “Page can not be displayed” try to log in from another computer.  You should clean out the cache files, temporary Internet files and delete your cookies for optimum system performance.

	CHAPTER 3

Proposed / New Construction Requirements


Construction Exhibits Required for Proposed Construction

	General Requirement
	Construction exhibits are required for properties appraised as “proposed or under construction”.  They are not required for properties appraised as either “new construction” or “existing construction.” 


	
	

	Required Exhibits
	Each set of proposed construction exhibits must include:

· Specifications on VA Form 26-1852, Description of Materials, signed and dated by the builder in all cases and by the veteran when one is under contract in an individual case processed as “proposed or under construction”.  Other specification formats which substantially conform to VA Form 26-1852 are acceptable.

· Plot plan which includes the location of the well/septic systems, if applicable.

· All exterior building elevations. 

· Foundation or basement plan.

· Plan of all floors.

· Sectional wall details.

A certification signed and dated by a technically qualified and properly identified individual (such as, builder, architect, engineer, etc.) which states, “I certify that the construction exhibits for (identification of the property by house type, lot, block, subdivision name, etc.) meet all local code requirements and are in substantial conformity with VA Minimum Property Requirements, including the energy conservation standards of the 1992 Council of American Building Officials’ Model Energy Code and the requirement for lead-free water piping.”  VA will accept HUD Form 92541, Builder’s Certification of Plans, Specifications and Site, in lieu of this certification.  


	Manufactured (Mobile) Home Classified as Real Estate
	Any case in which the foundation has not been fully completed and the manufactured home unit installed is considered to be “proposed or under construction.”

In those cases, each set of construction exhibits must include

· Specifications for the foundation and a plot plan as required for conventional site-built homes

· In double-wide homes, a detail of the mating line piers, if applicable

· A foundation plan showing the location and a cross-sectional detail of the supporting piers.  In all cases, include drawings of the foundation anchorage details.

· A floor plan of the unit and exterior elevation drawings/photographs of the front and rear of the home, unless the unit is physically located on the site to be appraised or the appraiser has access to the unit on the dealer’s lot.  These may be provided in the manufacturer’s advertising or technical installation manual.

· Appropriate construction exhibits for any other on-site improvements, such as decks, enclosed patios, garages and carports, etc., to be financed with the loan proceeds.


New Construction Less Than One Year Old

	General Requirement
	New construction is defined as a property that is fully completed, or is completed up to the point of customer preference items (such as, interior wall finishes, floor covering, appliances, fixtures and equipment, etc.) and is less than one year old and has never been lived in.



	
	

	Required Exhibits
	Properties appraised as “new construction” must be covered by either a one-year VA Builder’s warranty, or a ten-year insurance backed protection plan.

If the builder will provide a one-year VA builder’s warranty, then both of the following will be required:

· The veteran purchaser’s written acknowledgment that, “I am aware that VA did not inspect this property during construction and that VA assistance with construction complaints will be limited to defects in equipment, material and workmanship reported in writing during the one-year VA builder’s warranty period.”  

· A one-year VA builder’s warranty on VA Form 26-1859, Warranty of Completion of Construction.


Foundation Requirements for manufactured (mobile) homes that are proposed or under construction

	Foundation Component
	Requirement

	Piers and Footings
	The load-bearing piers and footings must 

·
be of sufficient size and number to distribute the weight of the manufactured home evenly

·
be of materials acceptable to the building authority having jurisdiction, and

·
have footings which extend below the frost line.



	Concrete Slabs or Continuous Footings
	Concrete slabs or continuous footings are acceptable in areas where their use is permitted by local building authorities.  Steel anchorage devices must be cast into the concrete slab or footing and be capable of providing holding strength to resist horizontal and uplift forces.



	Anchoring Devices
	Anchoring devices, adequate to resist all loads, must 

· Be attached to the main frame of the unit by a bolted, welded, or mechanical connector 

· Be placed at every supporting pier or as specified by the manufacturer, and 

· Extend into the pier footing.  

Anchoring straps or cables affixed to ground anchors, other than pier footings, will not meet this requirement.



	Permanent Perimeter Enclosure
	A permanent perimeter enclosure (not “skirting”) with a continuous foundation-type footing will be required only when specifically required by the local building authority.  When required, it must be 

· Designed to resist all forces which cause frost heave, soil settlement, or the shrinking or swelling of expansive soils without transmitting the movement or effects to the manufactured home, and

· Properly secured to the perimeter of the manufactured home to exclude entry of vermin and water, and provide ventilation and a means of access to the crawl space.




Obtaining a VA Builder ID Number

All proposed and new construction cases require that the builder have a VA builder ID number.  You can obtain an ID number by submitting the documents listed below.  Prior to submitting the requirements to obtain a VA builder ID number, you should check the VA Builder Internet Site to see if the builder already has a VA Builder ID number.  This site is available through the Veterans Information Portal as indicated in Chapter 2.  There will be a blue bar on the left side of your screen.  Scroll down to Applications, CPB, this will highlight the link to red, click on it to enter the Condo/PUD/Builder site.

Click on Builder Locator located on the left hand side in the gray area.  

Search tips:  Only enter the State in which the builder is located.  Hit submit.  Once the list comes up you can select from an alphabetical list.  Make sure you check by first and last name.

If you can not locate the builder ID number, the following items must be completed by the builder and submitted to VA.  

· VA Form 26-421, Equal Employment Opportunity Certification.

· VA Form 26-8791, VA Affirmative Marketing Certification.

· The identifying information and certifications shown in attachment ‘A’, as worded and in the order shown, and either on the builder’s letterhead or attached to a statement on the builder’s letterhead which references it.

Forms

Forms are available on the Portal website.  Go to the home page, located on the left hand side in blue under VBA Links click on Forms.  Security box will pop up, click yes.  Type in form number and search.  You can either print it or fill it out online.

The completed documents can be mailed to our office or faxed.  Be sure to indicate who you want the ID returned to (name, address and fax number).  We will try to process the request within two business days.

	CHAPTER 4

Condominiums and PUDS


VA Approved Condominiums

To check if a condominium is VA approved, go to the home page of the Veterans Information Portal as indicated in Chapter 2.  There will be a blue bar on the left side of your screen.  Scroll down to Applications, CPB, this will highlight the link to red, click on it to enter the Condo/PUD/Builder site.

Click on Condominium Locator located on the left hand side in the gray area.  

Search tips:  Only enter the City and State in which the condominium is located.  Hit submit.  Once the list comes up you can select from an alphabetical list.  You should search by different names.  For example:  The Riverbend Condominium, you should check under The, or Riverbend.  If you have 12 Main Street Condominiums, you should check under 12 and Main Street.

All condominiums MUST be VA approved prior to closing.  This includes condexes, stand alone, and complexes.  VA does not require PUDs to be approved anymore.

Ordering An Appraisal For A Condominium

If the condominium is VA approved then you can submit your request for an appraisal through The Appraisal System (TAS) as directed in Chapter 2 of this handout.   If the condominium is not VA approved you can still order the appraisal if you feel that there is a strong likelihood the condominium will be approved.  

Red Flags

Two of the most common reasons for VA not approving a Condominium are leasing restrictions and/or the Right of First Refusal.  If the association is willing to have the restrictions removed and the documents amended the condominium project may be approved.   Please note these are not the only reasons for denial, just the most common.

FHA Approved Condominium
A condo that is FHA approved can be added to the VA approved list by submitting the following items:

· Evidence that the condo is FHA approved.

· A copy of the current budget.

· Copies of the minutes of  the two most recent home owners association meetings.

Upon satisfactory receipt of these items a short review will be completed and the condo will be added to the VA approved list.  You can see if a condo is FHA approved by going to the web site www.hud.gov.

Condominiums That Are Not VA/FHA Approved

Condos that are not VA or FHA approved can be submitted to VA for approval.  Condos can fall into two categories, existing and new.  The following table displays the documents that are required to be submitted for approval for either category of condos.

	Required Document
	New Project
	Existing Resales
	Draft

	1
	Declaration of Covenants, Conditions and Restrictions
	Yes
	Yes
	Yes

	2
	Bylaws for HOA
	Yes
	Yes
	Yes

	3
	Articles of Incorporation for HOA
	If Applicable
	If Applicable
	Yes

	4
	“Umbrella” projects, Declaration, Bylaws and Articles of Incorporation, as above
	If Applicable
	If Applicable
	Yes

	5
	Plat, map and/or air lot survey of project
	Yes
	Yes
	Yes

	6
	Plat, map and/or air lot survey of unit(s)
	If Applicable
	If Applicable
	Yes

	7
	Development plan and schedule
	Yes
	If Declarant Controls
	Yes

	8
	Information or Public Offering Statement
	Yes
	If Declarant Controls
	Yes

	9
	Grant/deed/leasehold agreement form
	Yes
	If Declarant Controls
	Yes

	10
	State reviewing agency’s report
	If Applicable
	If Applicable
	Yes

	11
	Annexation documents
	If Applicable
	If Applicable
	Yes

	12
	Cross-easement(s)
	If Applicable
	If Applicable
	Yes

	13
	Facility Leases
	If Applicable
	If Applicable
	Yes

	14
	Management agreement
	If Applicable
	If Applicable
	Yes

	15
	Service contract(s) (either form of or actual)
	If Applicable
	If Applicable
	Yes

	16
	HOA budget (existing or proposed)
	Yes
	Yes
	No

	17
	Current financial statements and reserves of project
	If Applicable
	If Applicable
	No

	18
	Special assessments/litigation statement
	Yes
	Yes
	No

	19
	Minutes of last two HOA meetings
	Yes
	Yes
	No

	20
	Registered architect/engineer statement on project condition (conversions only)
	If Declarant Controls
	If Declarant Controls
	No

	21
	Recorded documents
	Yes
	Yes
	No

	22
	Recorded annexation document for subject phase (expandable projects only)
	Yes
	Yes
	No

	23
	Evidence recreational facilities completed and common area conveyed to HOA
	Yes
	Yes
	No

	24
	Statement on adequacy of utilities serving site (conversions only)
	If Declarant Controls
	If Declarant Controls
	

	25
	Evidence common area title free of financial encumbrances
	Yes
	If Applicable
	No

	26
	Evidence of final local authority approval and final VA inspection (Low/High Rises and Conversions only)
	Yes
	No
	No

	27
	Lender’s certification that pre-sale requirement met
	Yes
	Yes
	No


NOTE – The review of these documents takes approximately fourteen days after receipt of all required documentation.
	CHAPTER 5

Minimum Property Requirements


The general rule regarding VA Minimum Property Requirements (MPRs) is that the property must be Safe, Sound (structurally), and Sanitary.  The complete VA MPRs can be found in Chapter 12 of the VA Lender’s Handbook:

http://homeloans.va.gov/LS.htm
The following list is a condensed list of the most commonly asked about MPRs:

	Space Requirements
	Each living unit must have the space necessary to assure suitable 

· living

· sleeping

· cooking and dining accommodations, and 

· sanitary facilities.

	Heating
	Heating must be adequate for healthful and comfortable living conditions:

Homes with a wood burning stove as a primary heat source must also have a permanently installed conventional heating system that maintains a temperature of at least 50 degrees Fahrenheit in areas with plumbing.

Solar systems for domestic water heating and/or space heating must

· be backed-up 100 percent with a conventional thermal energy subsystem or other backup system which will provide the same degree of reliability and performance as a conventional system.

	
	

	 Water Supply and Sanitary Facilities
	Each unit must have 

· domestic hot water

· a continuing supply of safe and potable water for drinking and other household uses, and

· sanitary facilities and a safe method of sewage disposal.   



	Crawl Space
	The crawl space must 

· have adequate access 

· be clear of all debris, and 

· be properly vented.

The floor joists must be sufficiently above the highest level of the ground to provide access for maintenance and repair of ductwork and plumbing.

Any excessive dampness or ponding of water in the crawl space must be corrected.


	CHAPTER 6

Appraisal Requirements


	USPAP
	Every VA appraisal must meet the Uniform Standards of Professional Appraisal Practice (USPAP) requirements for “complete,” but may be reported as either “self-contained” or “summary.”

There are potential exceptions:

· VA prior approval is required for the extremely rare case in which a “restricted” appraisal is justified.

· With the exception of liquidation appraisal updates, VA prior approval is required for any case in which the USPAP departure rule is used. 

· The USPAP jurisdictional exception permits Federal agencies to follow their own requirements when there is a conflict between USPAP and Federal agency requirements.

	
	

	Sales Price Accommodation Prohibited
	Any appraisal which is not based on recognized appraisal practices in order to “accommodate” the sale price is unacceptable and will result in VA disciplinary action.

	
	

	Appraisal Tasks Not to be Delegated
	The fee appraiser assigned by VA must personally

· View the interior and exterior of the subject property and the exterior of each comparable

· Select and analyze the comparable sales

· Make the final value estimate, and

· Sign the appraisal report as the appraiser.

	
	

	Appraisal Assistance 
	If the appraiser assigned by VA relied on significant professional assistance in performing the appraisal or in preparing the appraisal report (except as prohibited above) the name of that individual and the specific tasks he/she performed must be shown in the “Reconciliation” section of the appraisal report.  An assistant may sign the report (as an assistant) to document qualifying experience for future licensing/certification purposes.


VA as Client

Under USPAP 2004 changes, simply changing the name of the lender on the URAR is not acceptable.  Circular 26-04-05 states Fee Appraisers will insert “Department of Veterans Affairs” after “Lender/Client” on the URAR on all VA case assignments.  You will then identify the type of intended user by inserting “Intended User – Any VA approved lender” on the lender/client line following “Address”.  Lenders that require their name on the URAR must negotiate a new assignment and pay the appraiser directly and may not charge the veteran.  VA will not object to the appraiser accepting this new assignment.  VA Circular 26-04-05 is included in the Addenda at the end of this Handbook.

VA Reasonable Value

	Sales Comparison Approach
	Since VA relies exclusively on the sales comparison approach to value (except in very unusual circumstances involving inadequate or no comparable sales available or an extremely unique property), the VA value estimate should never exceed that indicated by the sales comparison approach.  

This approach recognizes that a well-informed purchaser will generally pay no more for a property than the cost of acquiring a similar property of equal desirability and utility without undue delay.  

	General Requirement
	The appraiser must select the three best comparable sales available and properly adjust the sales price of each one for differences between it and the subject property.  The goal is for the VA value estimate to not exceed the price at which similar properties can be purchased in the current market.

The appraiser must adequately explain any reliance on sales that are not truly comparable to the subject.


	CHAPTER 7

Notice of Value (NOV)


Common NOV Requirements

The requirements listed on the NOV are self explanatory, however the following items are the most common items required:  

· Item #2a – Wood-Destroying Insect Information - If this item is checked a pest inspection must be completed by an appropriate authority.  If the pest inspection states that there is active infestation, then treatment is required.

· Item #5 – Water/Sewage System Acceptability (water) - This item will be checked if the subject property has a private water system.  A test is required to determine if the water from the private source is safe for human consumption.

· Item #10 – Repairs - This item will indicate if the value is dependent upon the completion of any repairs and what the repairs are.  It will also indicate who is required to verify that the repairs have been completed.

	CHAPTER 8

Repairs, Repair Waiver Requests, Escrows, Pest Inspections,  Water Analysis & Reconsideration of Value Requests


Repairs

The appraiser is not a home inspector or engineer and the appraisal should not be misconstrued as a home inspection.  However, obvious and visible repairs should be noted by the appraiser and the appraisal report should be made subject to these repairs.  The general rule of thumb is that the appraiser should call for the completion of any repair that is required to make the subject property safe, sound, and sanitary.  Common repair items include, but are not limited to, scraping and painting defective paint surfaces, installation of handrails on stairwells, and repairing damaged surfaces (walls, ceilings etc.).

Please note that an appraiser might call for a repair to be completed in his report, but it might not be a requirement of the NOV.  Item #10 of the NOV will indicate what repairs VA is requiring.  It will also indicate if the appraiser is required to verify the completion of the repairs or if the lender may certify that the repairs were completed. 

Repair Waiver Requests

VA does allow requests to waive certain repairs.  The veteran for a variety of reasons may not want to complete a repair(s) that is required on the NOV prior to closing on the property.  In cases like this the veteran can simply write a short note requesting a waiver of the specific repair(s) and submit it to his lender.  The lender will then have to concur with that request and submit the note and their written concurrence to VA.  VA will then review and determine if the waiver request can be granted.  Generally VA will waive minor repairs that do not affect the integrity of the “safe, sound, and sanitary” rule.  

An example would be if the waiver request was for the repair scrape and paint exterior, the waiver most likely would be waived.  However, if the waiver request was for ‘replace inoperable septic system’, VA would not waive that repair due to the fact that the subject would not have appropriate sanitary facilities if this repair was not completed. 

NOTE – Waiving a repair might have an effect on the value of the subject.  Since the appraiser completed his appraisal subject to the repair being completed the value of the subject will be reduced by the contributory value of the repair that is waived.  An example of this would be a waiver being granted for scraping and painting the exterior of the subject.  The contributory value of this repair as indicated by the appraiser is $2,000.  The repair would no longer be required to be completed, but the subject’s value which was $100,000 will be reduced to $98,000.

Escrows

Another option for repairs is to escrow funds to have the repair(s) completed after the veteran closes on the property.  Sometimes the seller will not allow work to be done on the house or the veteran does not want to complete work on the house prior to actually owning it.  In cases like these, setting up and escrow account is a viable option.  VA requires that funds be placed into an escrow account at one and one half ( 1 ½ ) times the cost estimate of the repair(s).  After the closing takes place and the repair(s) are done, a compliance inspection is needed to verify completion and the funds are then released.

Reconsideration of Value Requests

· Prior to the completion of the appraisal:

VA has implemented a new policy in regards to reconsideration of Value requests.  This new policy was released as Regional Loan Center Release 26-04-01 on January 9, 2004.  Essentially this policy requires the fee appraiser to notify the Point of Contact (POC) that is listed on the VA Form 26-1805 if the appraiser feels that the value is going to come in low.  The POC would then have the opportunity to provide the appraiser with documentation that could help the appraiser complete the report.  The information would have to be submitted to the appraiser within a 2 working day period.  The information from the POC will then be reviewed and the appraisal completed.  

Please note that this policy does not intend that the appraiser discuss anything regarding the actual report (i.e.: comps being considered, how low the value is etc.) as to do so would be in violation of USPAP.  Nor is it intended to be perceived as a statement from VA to its fee appraisers to try and ‘come in at value’.  The purpose of this policy is to afford parties of interest the opportunity to be involved in the process and to assist the appraiser in obtaining the best available data so as to facilitate the process and avoid needlessly creating Reconsideration of Value situations which only tend to slow down the lending process.  A copy of this release is located in the back of this manual.  

· After the completion of the appraisal:

VA allows any party in the transaction to request a reconsideration of value.  

The request must be in writing and may be sent directly to the appraiser. VA does not require program participants to include additional sales data with the appeal of value, but strongly recommends this. 

Once the appraiser receives the request he or she must record the date the request was received,  review the request and any supporting documentation, prepares a written justification considered adequate and reasonable by professional appraisal standards (in most cases this includes sales comparison analysis) and forwards that material including the written request for reconsideration and his or her recommendation regarding disposition of the request to VA. 

Pest Inspections

VA requires pests inspections on the Wood Destroying Insect Report Form NPMA-33 on all existing construction cases in the following areas:

	State
	Counties

	Connecticut
	Required in all counties.



	Maine


	Not required in any county.

	Massachusetts


	Required in all counties.

	New Hampshire
	Required in the counties of Belknap, Cheshire, Hillsborough, Merrimack, Rockingham, Strafford, & Sullivan only.

	New York
	Required in all counties south of and including Broome, Delaware, Greene, & Columbia.

	Rhode Island


	Required in all counties.

	Vermont


	Required in the counties of Bennington & Windham only.


Water Tests

VA requires that all private water sources be tested by a reputable water testing facility approved by the local health authority to determine if the water potable.  The test results must indicate that the water is safe for human consumption. 

	CHAPTER 9

Lender Appraisal Processing Program (LAPP)


LAPP

LAPP is a program that allows lenders with VA automatic authority to review VA origination appraisals, make the value determination, and issue a notice of value to the veteran borrower.

VA Loans Processed Under LAPP

Appraisals processed under LAPP can eliminate delays associated with a VA review of the appraisal and reduces mailing time from VA to the lender.  It can also be a key marketing tool.  Approximately 94% of VA origination appraisals are processed by lenders under this program.  Those lenders who do not have or use LAPP could be at a disadvantage when discussing processing time with realtors or potential borrowers.

VA automatic authority

LAPP is restricted to lenders that have VA automatic authority.  It is similar to the HUD Direct Endorsement Program and allows lenders to review the appraisal, make the underwriting decision, and close most types of VA loans without VA prior approval.  Chapter 1 of the VA Lender’s Handbook provides in-depth information of VA automatic authority to include the procedure for obtaining this authorization.

How can lenders with automatic authority apply for LAPP?

Chapter 15 of the VA Lender’s Handbook addresses all procedures in applying for LAPP authority.  Exhibit 1, Chapter 15 is the LAPP application. 

Appraisals Ordered by Mortgage Brokers/Agents 

Lenders and mortgage brokers must ensure that appraisals are ordered as LAPP whenever the sponsoring lender has LAPP authority.  When the mortgage broker orders the appraisal through the VA Internet assignment system (vaas.vba.va.gov), they must indicate it is a LAPP assignment and provide the lender ID number for the sponsoring lender in the appropriate box on the assignment screen.  The appraiser should then be instructed to send the completed report directly to the LAPP lender.

	CHAPTER 10

Payment Policy / Appraisal Fees


When a Notice of Value (NOV) is issued or when the requestor receives notification from VA that a NOV will not be issued, the requestor must send the appraiser his/her fee.  VA considers it reasonable that the appraiser receive his/her fee within a 30 day period.

Delinquent payments could result in the lender being placed on a prepayment status meaning that all VA appraisals ordered by that lender will have to be prepaid. 

VA Appraisal Fees as of July 1, 2005

	State
	Single Family
	Multi-family
	Condo Unit
	Compliance Inspection

	Connecticut


	$300.00
	$500.00
	$350.00
	$100.00

	Maine


	$325.00
	$500.00
	$350.00
	$100.00

	Massachusetts


	$300.00
	$475.00
	$350.00
	$100.00

	New Hampshire


	$300.00
	$500.00
	$350.00
	$100.00

	New York – Upstate/Buffalo
	$275.00
	$450.00
	$300.00
	$100.00

	New York City


	$300.00
	$475.00
	$325.00
	$100.00

	Rhode Island


	$300.00
	$450.00
	$350.00
	$100.00

	Vermont


	$325.00
	$500.00
	$350.00
	$100.00


New York City is defined as the counties of Bronx, Kings, Nassau, New York, Queens, Richmond, & Suffolk.

New York – Upstate/Buffalo is defined as all other counties in the state of New York.

Mileage can be charged at a rate of $ 0.325 per mile beyond a 30 mile radius.  There is a $36.00 maximum that can be charged for mileage.
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Builder Information Form


[on builder’s letterhead]

Builder Information and Certifications

VA Loan Guaranty Program

1.  This is to certify that this company:

a)  Will not use any marketing practices or sales contracts which include features considered by VA to be unfair or prejudicial to veteran-purchasers per Section 9.08 of the VA Lenders Handbook.  I understand that the closing of the loan denotes that the builder has determined that the contract is acceptable to VA.

b)  Will construct every property which is to become the security for a VA-guaranteed loan to substantially conform to applicable building codes, applicable VA requirements and the standards of quality as measured by acceptable trade practices.  

2.  In cases processed by VA as “proposed or under construction”, I understand that all construction must equal or exceed that shown or described in the construction exhibits used by VA to appraise the property and that, in any conflict between those construction exhibits and the applicable VA minimum property requirements, the latter will govern; and that VA will consider changes to those exhibits to be binding only when they are listed on a properly executed VA Form 26-1844, Request for Acceptance of Changes in Approved Drawings and Specifications; and that I will be proceeding at my own risk in changing or deviating from those exhibits without advance VA approval.

3.  A fully executed VA Form 26-421, Equal Employment Opportunity Certification, and VA Form 8791, VA Affirmative Marketing Certification, is either attached or was previously submitted to VA.

4.  Names of all persons who have a controlling or proprietary interest in this company or are principal shareholders, officers or directors.  This company agrees to keep this list updated with VA:

________________________________         ________________________________

________________________________         ________________________________

________________________________         ________________________________

Name (Type or print) ______________________         Title _______________________

Signature ________________________________         Date _________
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Sample Notice of Value (NOV)


 [on lender's or VA letterhead]

LENDER'S NOTICE OF VALUE
[date of notice]
LENDER LOAN NO.:
VA CASE NO.:



APPRAISAL REVIEWER:  [SAR name, SAR id #]

[Mr. and/or Ms. Purchaser]
PROPERTY ADDRESS:  [complete address]

Current mailing address

Dear [Mr. and/or Ms.]  [purchaser's last name]:

The above property has been appraised by a fee appraiser assigned by the VA regional office in [city and state].  On [date], our VA-authorized appraisal reviewer personally reviewed the fee appraiser's report and determined the property's estimated reasonable value to be $[amount].  The maximum repayment period for a loan to purchase this property is [fee appraiser's "economic life" estimate or 30, whichever is less] years.

The VA appraisal was made to determine the reasonable value of the property for loan purposes.  It must not be considered a building inspection.  Neither VA nor the lender can guarantee that the home will be satisfactory to you in all respects or that all equipment will operate properly.  A thorough inspection of the property by you or a reputable inspection firm may help minimize any problems that could arise after loan closing.  In an existing home, particular attention should be given to plumbing, heating, electrical and roofing components.
REMEMBER:  VA GUARANTEES THE LOAN, NOT THE CONDITION OF THE PROPERTY.
THE CONDITIONS/REQUIREMENTS CHECKED BELOW APPLY TO THIS PROPERTY:
_____
1.  ENERGY CONSERVATION IMPROVEMENTS.  You may wish to contact the utility company or a reputable firm for a home energy audit to identify needed energy efficiency improvements to this previously occupied property.  Lenders may increase the loan amount to allow buyers to make energy efficiency improvements such as:  Solar or conventional heating/cooling systems, water heaters, insulation, weather-stripping/caulking, and storm windows/doors.  Other energy-related improvements may also be considered.  The mortgage may be increased by up to $3,000 based solely on documented costs; or up to $6,000 provided the increase in monthly mortgage payment does not exceed the likely reduction in monthly utility costs; or more than $6,000 subject to a value determination by VA.

_____2.  WOOD-DESTROYING INSECT INFORMATION

_____a.  Inspection Report (Existing Construction).  The property must be inspected at no cost to you by a qualified pest control operator using Form NPCA-1, or other form acceptable to VA.  Any reported infestation or structural damage affecting the value of the property must be corrected to VA's satisfaction prior to loan settlement.  You must acknowledge receipt of a copy of the inspection report in the space provided on the form.

_____b. Soil Treatment Guarantee (Proposed or Under Construction).  A properly completed Form NPCA-99a is required.  If the soil is treated with a termiticide, a properly completed Form NPCA-99b is also required.  The lender will provide you with a copy.

_____3.  LIEN-SUPPORTED ASSESSMENT.  This property is located in a development with mandatory membership in a homeowners’ association.  The lender is responsible for ensuring that title meets VA requirements for such property and that homeowner association assessments are subordinate to the VA-guaranteed mortgage.

_____a.  Homeowner Association Fee.  Estimated fee of $[amount] per [period of time].

_____b.  Other.  __________________________________________

_____4.  CONDOMINIUM REQUIREMENTS.  The lender is responsible for ensuring that this condominium is acceptable to VA and that any condominium-related special conditions or requirements have been met.  There may be additional information in “Other Conditions/Requirements” below.

_____5. WATER/SEWAGE SYSTEM ACCEPTABILITY.  Evidence from the local health authority or other source authorized by VA that the individual _____ water supply, _____sewage disposal system(s) is/are acceptable.

_____6. CONNECTION TO PUBLIC WATER/SEWER.  Evidence of connection to _____ public water, _____ public sewer, if available, and that all related costs have been paid in full.

_____7. PRIVATE ROAD/COMMON-USE DRIVEWAY.  Evidence that use of the private road or common-use driveway is protected by a recorded permanent easement or recorded right-of-way from the property to a public road, and that a provision exists for its continued maintenance.


_____8.  FLOOD INSURANCE.  Since improvements on this property are located in a FEMA Special Flood Hazard Area, flood insurance is required.

_____9.  “AIRPORT” ACKNOWLEDGEMENT.  Your written acknowledgement that you are aware that this property is located near an airport and that aircraft noise may affect the livability, value and marketability of the property.

_____10.REPAIRS.  The _____ lender  _____ fee appraiser  (_________[name]__________)  _____ fee compliance inspector (_________[name]__________) is to certify that the following repairs have been satisfactorily completed.  See the above second paragraph about your responsibility concerning the condition of the property.


[List repairs recommended by fee appraiser which are necessary to make the


property meet VA minimum property requirements for existing construction.  


Inspections/certifications should not be required unless there is an indication



of a potential problem.]

_____11.  LOCAL HOUSING/PLANNING AUTHORITY CODE REQUIREMENTS.  Evidence that local housing or planning authority code requirements, if any, have been met.

_____12.  “NOT INSPECTED” ACKNOWLEDGEMENT.  Your written Acknowledgement that, you are aware that since this new property was not inspected during construction by VA,

_____a.
VA assistance with construction complaints will be limited to defects in equipment, material and workmanship reported during the one-year builder’s warranty period.

_____b.
VA will not intercede on your behalf in the processing of any construction complaints.

_____13.  TEN-YEAR INSURED PROTECTION PLAN.  Evidence of enrollment of this new property in a 10-year insured protection plan acceptable to the Department of Housing and Urban Development (HUD).

_____14.  ENERGY EFFICIENT CONSTRUCTION.  Builder's certification which identifies this new dwelling and states that it was constructed to meet the energy conservation standards of the Council of American Building Officials (CABO) 1992 Model Energy Code (MEC).

_____15.  LEAD/WATER DISTRIBUTION SYSTEM.  Builder's certification which identifies this new dwelling and states that the solders and flux used in construction did not contain more than 0.2 percent lead and that the pipes and pipe fittings used did not contain more than 8.0 percent lead.

_____16.  OFFSITE IMPROVEMENTS.  Evidence that the streets, sidewalks, drains, water, sewer, etc. have been completed and accepted for maintenance by the local authority.

_____17  PROPOSED CONSTRUCTION.  To be completed based on construction exhibits identified as ____[model name; or type of construction, square footage, # rooms, # bedrooms and # bathrooms]______

_____18. CONSTRUCTION INSPECTIONS.  By VA fee compliance inspector (_________[name]__________) or HUD fee inspector (with prior VA approval).  _____ Only a final inspection is required if local building authority inspections are acceptable to VA, or if builder to provide you with a ten-year insured protection plan acceptable to HUD.

_____19.  CONSTRUCTION WARRANTY.  One-year VA builder's warranty on a fully completed VA Form 26-1859, Warranty of Completion of Construction.

_____20.  OTHER CONDITIONS/REQUIREMENTS
_________________________________________________________________________

_________________________________________________________________________

Sincerely,

[signature, name and title of person authorized to sign notice]
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