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Sandy Stewart,


Valuation Officer, 


Roanoke Regional Loan Center�
Hi everybody. My name is Sandy Stewart. I’m the Valuation Officer at the Roanoke Regional Loan Center and I’ve been asked to talk to you about the differences between processing appraisals for VA proposed construction cases and VA new construction cases. In the past there has been a lot of confusion on how to request appraisals and how to issue the notice of value for these types of cases. This confusion often resulted in unnecessary paperwork being generated, Notices of Value that are issued with the wrong conditions and problems that arise just prior to closing that turn the case into an emergency.�
�
PP#1:  


�
When I finish, you will be able to:





Define new and proposed construction in VA’s terms; differentiate between  examples of each, describe how to request an appraisal on each type, and  determine what conditions should be placed on the NOV for each case..  �
�
PP # 2


�
A VA proposed construction case  (PP2) is one where an appraisal is being requested on a home where construction has not yet begun or where construction has begun but not reached a point where the home can be considered as substantially completed (also referred to as under construction). Substantially completed means that all construction has been completed except for customer preference items and perhaps landscaping.  In both proposed and under construction  cases, the appraisal must be completed based upon plans and specifications and the appraiser must mark the appraisal subject to completion per plans and specifications.�
�
�



SS # 1 


SS # 2�
Here are  some examples of homes that can be processed as VA proposed construction cases. The first and most obvious case is where no construction has been started. This is what (SS-1) the appraiser finds when he or she visits the site during the proposed construction appraisal process. A vacant lot or building site. Rather than having a home to observe and measure, the appraiser has a site to observe and a set of plans and specifications (SS-2) that, hopefully, will provide all of the details of the home including design or style, size, room count, exterior and interior finish, garages, porches and such.�
�
SS # 3 


SS # 4


�
Here is another example of a home that must be processed as proposed construction. (SS-3) In this case, the home is under construction but not even close to substantially  complete . This next home (SS-4) is getting close to being completed but still can’t be considered substantially complete.  In both of these cases, the appraisal must  be completed based on the plans and specifications and will be considered as proposed construction. �
�
PP # 3 


�
OK, plans and specs. The plans must include(PP3) a site plan, all exterior elevation drawings, foundation plan, floor plan, sectional wall details and the builder’s certification indicating that the construction exhibits meet VA MPRs and local building codes. The specifications, also referred to as The Description of Materials, should list all of the building materials and equipment that will be used during the construction of the home. VA requires that both the veteran purchaser and the builder sign and date page four of the specifications. These signatures confirm that both parties are aware of and  agree to the materials that will be used to construct the home. If you order the case as proposed construction, you must send a complete set of plans and specifications along with the appraisal request form to the appraiser and the assigned compliance inspector.  �
�
�



PP # 4


�
Now, for the definition of new construction.  New construction is defined (PP4) as a home that is fully complete and less than one year old or a home that is fully complete except for customer preference items . If the home is fully complete the appraiser should mark the appraisal as is. If the home is not fully complete the appraiser should mark the appraisal subject to repairs and then list the items that need completion.�
�
PP # 5


�
Customer preference items are things such as (PP5) floor coverings, appliances, interior wall finishes, fixtures, equipment and items for which escrows are permitted like landscaping and exterior concrete work. Does this sound like substantially complete? Well it is. The terms new construction, substantially complete construction and new construction, less than one year old, all mean the same thing as far as how the VA appraisal is processed.  �
�
SS # 5�
Here is an example of a home that could be processed as new construction.(SS-5) The exterior of the home is fully complete except for landscaping. The interior of this home is complete except for carpet and appliances. �
�
SS # 6�
This next example (SS6) is a home that is fully complete, less than one year old and is being offered for sale by the builder. It to must be processed as new construction. Plans and specifications are not required in order for a VA appraisal to be completed on new construction cases. These homes are appraised as existing homes even though they may not be fully completed. The appraiser makes the appraisal based upon his or her personal observations and measurements of the home. As I said, plans and specifications are not required and in fact should not be sent to the appraiser in these type cases. We don’t want the appraiser to be confused and treat the property as proposed construction just because they received a set of plans and specifications with the appraisal request. 


�
�
�



�
Every now and then we come across a case where an owner occupant who brought the house new from a builder wants to sell the house to a veteran before the house is a year old. These cases are treated just like any other existing home and are not subject to any new construction requirements. So far we’ve shown two examples of proposed construction cases and two examples of new construction cases. The main difference is whether or not the appraisal is  based on plans and specifications or whether it is based upon the construction that has been completed  to the customer preference stage. You might be thinking  that if the definition of new construction is so important to deserve all this special attention why isn’t the term even mentioned on the TAS screen where appraisals are ordered? �
�
�
Well the term is not used but the phrase “Less Than One Year Old” is used. If it’s less than one year old, it’s new construction. It might be new construction that is almost complete or new construction that is fully complete. It doesn’t really make any difference as far as the appraisal process or NOV issuance is concerned.�
�
SS # 7


�
Here’s what the TAS  screen looks like for item number 9, Building Status. (SS7) There are only three categories. It’s either proposed construction or under construction which means plans and specs are needed for the appraisal process, or it’s existing construction which means the house is at least one year old, or it’s less than one year old which means it’s new construction. Before issuing a Notice of Value on proposed construction or new construction, the staff appraisal reviewer must make sure that the builder has a valid VA builder identification number.  OK, let’s talk about NOV conditions. �
�
PP # 6�
An NOV issued on proposed construction will be subject to the following conditions: (PP6) compliance inspections performed by the  VA assigned compliance inspector. The inspector is assigned to the case when the appraisal is requested. Next a one year soil treatment guarantee , a one year VA warranty on  Form 26-1859 and evidence that the offsite improvements, streets, sidewalks, water, sewer and drains have been completed and accepted by the local authorities. Remember that local codes inspections may be substituted for the VA footing and framing inspections.  A HUD approved Ten Year Warranty may also be substituted for the VA footing and framing inspections. All VA proposed construction cases will have as a minimum the one year VA warranty and in some cases they may have the Ten Year Warranty in addition.�
�
PP # 7


�
Any NOV issued on a New Construction case will be subject to the following conditions (PP7) Termite inspection or soil treatment guarantee, the veterans not inspected acknowledgement,  builder’s model energy code and lead pipe certifications, evidence that the offsite improvements have been completed and accepted by the local authorities and either a one year VA warranty on VA Form 26-1859 or a HUD approved 10 year warranty. Quite often we see LAPP NOVs that have been issued requiring both a one year VA warranty and a HUD approved Ten Year Warranty. This is not correct. The NOV should be issued requiring one warranty or the other but not both�
�
SS # 8


SS # 9�
It’s really up to the purchaser and the builder to decide which warranty will be provided at closing and this information needs to be communicated to the lender staff appraiser reviewer so they will know whether to check(SS8) block 13 on the NOV, which is the Ten Year warranty requirement or whether to check(SS9) block 19 which is the one year VA warranty requirement.�
�
�



SS # 10�
If the VA warranty will be provided at closing, the staff appraiser reviewer must, in addition to checking block 19, check blocks(SS10) 12 and 12a. This is the veterans written acknowledgement that they are aware that the property was not inspected by a VA compliance inspector during construction and that VA assistance with construction complaints will be limited to defects in equipment, material and workmanship reported during the one year warranty period. �
�
SS # 11�
If the ten year warranty will be provided at closing, the staff appraiser reviewer must, in addition to checking block 13, check blocks(SS11) 12 and 12b. This to is the veterans written acknowledgement that they are aware that the property was not inspected by VA during construction but that in this case, VA will not intercede on their behalf in the processing of any construction complaints. So, if they get the VA warranty, VA will help them with their construction complaints. If they get the ten year warranty, VA will not assist with construction complaints. Proposed construction cases will always have at least the one year VA warranty and sometimes a ten year warrant in addition. New construction cases will have one or the other but never both. OK that’s it. Proposed construction and new construction made easy. Remember that proposed construction or under construction cases must be appraised based on plans and specifications because construction has not yet started or construction has not reached the stage where it can be considered substantially complete. New construction cases are appraised based upon the appraiser’s personal observations of construction that is either fully or substantially completed.�
�
CG 1


Sandy Stewart,


Valuation Officer, 


Roanoke Regional Loan Center�
I hope this brief tutorial will help you understand the differences in VA proposed and VA new construction cases and make appraisal processing for these types of cases a little easier for you. This is Kathy Bernheim for the Veterans Benefits Network.  .  Thank you for watching.�
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