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Appraisal CE



Today’s Agenda

- FAQs 

- Case Studies 

- Full Appraisal Review

- Q&A 



Why do we need an appraisal?

Lenders use appraisals to establish value and marketability.

The appraisal is used to answer the following critical question:

Does the collateral (the home) satisfy the unpaid mortgage debt?



Who orders and pays for the appraisal?

Red Diamond Home Loans orders the appraisal through an appraisal 

management company on behalf of your client.

Your Client, our borrower, pays for the appraisal.  We will ask for credit card 

information soon after receiving the executed purchase contract. 

Standard costs: 

- Conventional: $495

- FHA: $550

- VA: $500

- Jumbo: $500-$800

- Rural: We request and appraiser gives a number.  Ex. Boyd, TX: $650



How long do appraisals take? 

Generally, an appraisal is received back 7-10 days from the day it is ordered.

The listing agent is the point of contact for scheduling and accessing the property.

We will send the appraisal to you and the seller as soon as it is received. 



What can go wrong and how can an appraisal affect 

my transaction? 

Most common: Appraisal comes in low. 

We must lend on the lesser of the appraised value or the sales price. 

Options: Sales price comes down OR the buyer makes up for the difference OR walk away.



Is there anything I can do to protect my client from 

negative effects of a low appraisal? 

Appraisal risk is created when the sales price is pushed to the highest level.  

Beating out other offers with a higher sales price could create potential problems 

with the appraised value.

You can protect yourself and your clients by notifying your buyer or seller what 

the options are should the value come in low.  You can also use the TREC form 

for appraisals to avoid problems with a low value (Anthony likely has most 

insight into this).



Can we use a recent appraisal ordered and paid for 

by someone else?

We, as the lender, must have the appraisal created in our company name.  

We can not use an appraisal in another company’s name.  Most companies 

will not transfer those appraisals to a new name, so using an old appraisal or 

one ordered by someone else is unusual. 

Note: Red Diamond can provide an appraisal credit of up to $525 on all 

conventional loans for borrowers that qualify.  



Case Studies: what can happen?

- Rachel’s client buying new construction in Boyd 

- Mike’s clients buying new builds in Azle & Grapevine

- Rachel’s client buying an older home where appraisal was made “subject to possible 

foundation repairs based on separation of brick and mortar” rather than “as is” on p.2.

Appraisal came in $23,000 low.  Seller/builder did not want to budge on the price.  Appraiser used all reasonable comps and it was a 

very good appraisal.  Price per square foot was given to be significantly higher than all other comps.  We submitted a reconsideration 

of value form to appraiser with some construction receipts and value increased very slightly.  The back and forth and reconsideration 

seriously delayed closing.  In the end, we changed the loan-to-value ratio and buyer & seller negotiated but buyer still paid $13,000 

above appraised value.  

Note: changing the LTV is only possible if they are NOT putting the minimum down.  

Not enough comps to support the value. 

The house seemed to pass inspection, but the appraiser realized concerns with the foundation.  We submitted to underwriting and 

were conditioned for a “foundation inspection by a qualified licensed engineer” and will require a final inspection by the appraiser.  

This means additional costs and a delay, if it does not kill the deal.  Outcome TBD!    



Appraisal Forms



Page 1 part 1: 

1. Subject: provides 

property address, 

legal description, & 

more

2. Contract: addresses the 

appraiser’s view of the sales contract, 

nothing anything in the sale that is not 

typical of the market or that would 

affect the negotiated price.  NOTE: 

This must be updated with any 

changes that occur after the initial 

purchase contract - so ALWAYS send 

your lender ANY amendments or 

changes ASAP.

3. Neighborhood: Includes 

property location, demand 

and supply of housing, 

comments on neighborhood 

and market conditions

4. Site: Contains info 

regarding zoning, off-site 

improvements, utilities, 

drainage, and flood 

hazard

1.

2.

3.

4.



Page 1 part 2: 

Improvements:

States style of home, 

type of foundation, and 

includes an exterior and 

interior description.



Page 2 part 1:

Sales Comparison 

Approach: 

Provides a minimum of 3 

comparable closed sales 

required to determine 

market value.



Page 2 part 2: 

The rest of the Sales 

Comparison Approach & 

Reconciliation:

Provides certification of 

appraisal and final value.



Page 3:

1. Cost Approach: Shows 

appraiser’s estimated cost of 

site, reproduction costs and 

depreciation used to 

determine final value if the 

home were newly 

constructed 

2. Income Approach:
Determines value of property 

using estimated monthly rent

3. PUD Information:
Provides project information 

when the subject is part of a 

Planned Unit Development

1.

2.

3.

































More Examples

See Azle and Grapevine new construction appraisals that 

came in below value.



And now, Q&A!


