


Interest in FHA appraising has soared over the past
year. According to one source within HUD, FHA
loan applications for 2008 were up 150 percent, and
endorsements were up about 120 percent. The
number of applications to join the FHA appraiser
roster followed that trajectory. For fiscal year 2007,
there were approximately 34,000 roster appraisers. In
late 2008, HUD reported, the count revealed a list
size of 57,000. FHA is receiving 50 to 70 applications
per day.

However, for appraisers eager to join the list,
working with HUD is a new ballgame, thanks to
December 2008 changes in eligibility requirements.
The agency issued a mortgagee letter setting forth
revised eligibility requirements for appraisers to
qualify for placement and retention on the FHA
Appraiser Roster.

The letter also provided the timeline for
implementation of those requirements.

Section 1404 of the Housing and Economic Recovery
Act of 2008 (HERA, approved July 30, 2008)
amended the National Housing Act to revise
qualification standards for FHA-approved appraisers.
The new law mandated that all appraisers doing
work for FHA-insured mortgages must be certified
by the state in which the property is located or by a
nationally recognized professional appraisal
organization. They must also demonstrate verifiable
education in FHA’s appraisal requirements.

Approximately 75 percent of FHA’s roster appraisers
are already certified, with the remaining 25 percent

being licensed, according to HUD officials.

Regarding the timeline, FHA stated that although
Section 202(f) of the National Housing Act was made
effective upon enactment, the loss of available FHA
Roster appraisers in certain locations would impede
its ability to support affordable mortgage financing in
those areas, which would contravene the goals of the
HOPE for Homeowners Program. Therefore, the
new requirements will be phased in as follows:

� Effective Oct. 1, 2008, FHA stopped accepting
applications to the FHA Appraiser Roster from
licensed but uncertified appraisers. All applicants for
the FHA Appraiser Roster must be state certified
residential or general appraisers who meet the
minimum certification criteria issued by the
Appraiser Qualifications Board (AQB) of the
Appraisal Foundation. Requirements still specify that
applicants not be listed on the General Service
Administration (GSA) Excluded Parties List System
(EPLS), HUD’s Limited Denial of Participation List
(LDP) or HUD’s Credit Alert Interactive Voice
Response System (CAIVRS).
� No later than Oct. 1, 2009, all FHA Appraiser
Roster appraisers in all states and territories must be
state certified in order to be eligible to conduct
appraisals for FHA-insured mortgages and remain on
the FHA Appraiser Roster.

Applicants who meet all eligibility criteria may apply
online at http://www.hud.gov/appraisers. See
http://www.hud.gov/offices/adm/hudclips/letters/
mortgagee/files/08-39ml.doc for the full mortgagee
letter and to see what the new rules are.
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Top tips from FHA appraising aces

Dear Readers,

To help those appraisers hoping to join the
FHA roster in 2009, as well as those who
are already members of the roster,
Valuation Review offers the following list
of practical tips for FHA assignments. Also
included are several FAQ lists for FHA
appraising.

Enjoy!

——  MMaatttt  SSmmiitthh
Managing Editor
Valuation Review

In this report:

P. 1 — Top tips from FHA 
appraising aces

P. 8 — IRR Residential’s 
frequently asked FHA appraisal
questions

P. 15 — HUD’s frequently asked 
appraisal questions



3

Appraisers’ growing interest in FHA work has been
well documented in Valuation Review, as well.
According to its 2008 Appraiser Survival Survey, 41.1
percent of appraisers are eyeing FHA for business
expansion in 2008 and 2009. However, as valuation
professionals rush to capture expanding FHA
business, some leaders report the quality and
qualifications of the appraiser pool has suffered.

This niche of the lending world, with its unique
inspection requirements and tougher criteria, has
historically been viewed as the domain of the highly
qualified, well-trained professional appraiser. But as
AAddaamm  JJoohhnnssttoonn, chief appraiser with Mortgage
Information Services, explained, since HUD made it
easier to join the FHA roster in 2008, appraisers no
longer have to demonstrate their knowledge of
FHA’s handbooks. Some are getting approved
without the necessary training and producing
appraisals that contain violations. 

Another FHA expert who’s growing concerned with
less-than-stellar appraisal work is TToomm  MMuunniizzzzoo, IFA
and chief appraiser and compliance officer with
national appraisal franchiser IRR-Residential. FHA is
a special area of focus for Munizzo, and IRR handles
all FHA appraisal assignments for its largest client —
those assignments make up 30 percent of his
company’s total appraisal volume. 

“We see them all day long,” Munizzo said. “As chief
appraiser, when we see recurring patterns, it’s my job
to issue guidance and reminders.”

For some FHA appraisals, especially those in which
IRR has to engage an appraiser outside its typical
coverage area, the work Munizzo reviews isn’t
always good, he said. That’s especially frustrating,
considering that appraisers aren’t taking advantage of
opportunities to improve their skills. For example, he
attended a training session in Chicago given by
FHA’s Atlanta Homeownership Center in 2008,
where FHA officials expressed what weaknesses
they’re seeing in appraisals.

Although Munizzo estimates there are 3,000 FHA
appraisers in the Chicago area, only about 30 showed
up.

“What does that tell you? Appraisers think they
know it, or they’re just too busy to come,” he said.

FFHHAA  pprroobblleemm  aarreeaass
Munizzo said he believes too many unqualified
appraisers started chasing FHA work after they
discovered there was opportunity and HUD lowered
its barriers to joining the roster. He and several other
FHA appraisal experts Valuation Review spoke with
discussed a number of best practices and tips for FHA

appraisals.

11..  LLeeaarrnn  tthhee  ddeettaaiillss  ffoorr  mmaannuuffaaccttuurreedd  hhoommeess..

One problem Munizzo is seeing involves
manufactured homes built prior to July 1976.

“Any experienced appraiser should know that if you
go out to a manufactured home built prior to 1976,
it’s ineligible (for FHA insurance),” he said. “That’s
something readily apparent in the handbook and all
the guidance, and the appraisers are missing this.”

The simple solution: When doing the inspection,
appraisers should ask the homeowner when it was
built. 

In addition, many appraisers valuing manufactured
homes aren’t even using similar properties for comps.
That’s a problem for HUD, which wants the
appraiser to use at least two manufactured homes as
the primary comps.

In addition, because manufactured homes are often
located in rural areas where there are few sales of
any property type, much less manufactured homes,
the appraiser can be forced to expand search
parameters far beyond the subject neighborhood,
sometimes necessitating significant adjustments for
location, according to HUD.

Sales of new manufactured homes by dealers often
involve sales concessions, as well. However,
appraisers don’t always review the sales invoice for
evidence of such concessions and adjust for them. 

22..  KKnnooww  tthhee  mmoorrttggaaggeeee  lleetttteerrss..

Another issue HUD has pointed to is appraisers
aren’t paying attention to mortgagee letters. 

Appraisers shouldn’t be expected to know every FHA
guideline, Munizzo said, but HUD regularly issues
such letters with guidance on declining property
values, property flipping and how to condition a
report based on repairs.

For example, he explained, a mortgagee letter on
property flipping dictates that if the property resells
in 0 to 90 days, HUD won’t insure the loan unless the
property falls into one of several exempted categories
— e.g, it’s a non-profit, the owner acquired it
through inheritance, it’s a HUD REO or it’s a
relocation. However, appraisers are returning reports
for properties that flipped within the 0-90 day
window but don’t meet exemption requirements. 

“The appraisers should know: Don’t even do the
assignment,” Munizzo said.
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A related example: Many appraisers and lenders
don’t know the requirements for a property that flips
in the 91-180 day period and is sold for an increased
price.

“Say someone bought a property for $50,000 and
here it is 120 days later for sale for $100,000. Then
HUD requires a second appraisal be done,” Munizzo
said.

33..  FFoollllooww  tthhee  ‘‘ffoouurr  SS’’ss..’’

One of the most frustrating errors he encounters
regularly is appraisers simply don’t prepare reports
correctly. For example, they’ll submit reports with
repairs that violate HUD’s four S’s:  Safe, Secure,
Sound and Sanitary.

If the appraiser inspects a property and encounters a
repair condition that violates any of those items, he
has to condition the report “subject to.” However,
appraisers are often coerced by underwriters to
overlook repairs.

“What’s happening is they say, ‘The underwriter told
me it’s a cosmetic item, so I can appraise the property
‘as is,’” Munizzo said. “That’s not the case. What
HUD’s saying is, ‘Sure, you can weigh cosmetic
repair items, but if it violates Safe, Sound, Sanitary or
Secure, then you have to condition it.’”

Take the example of lead-based paint. If a 1950 house
has peeling paint on the fence, garage and windows,
the appraiser might conclude that the paint should
simply be scraped and listed as a cosmetic problem. 

“No, no, no. What the appraiser is supposed to say is,
‘Because the house was built before 1978 (when lead-
based paint requirements went into effect), I have to
condition the report accordingly,’” Munizzo said.

The appraiser is required to make the appraisal
“subject to” scraping and painting on any defective
paint surfaces pre-1978, or post-1978 where exterior
finish is otherwise unprotected. 

SSccootttt  WWhhaalleeyy, a Certified Residential Appraiser,
owner of Whaley Appraisal Service in Knoxville,
Tenn., and a member of the FHA appraiser roster
since 1995, also pointed to misconceptions about
whether appraisers have to conduct a “subject to”
appraisal for FHA deals. He said that confusion stems
from new mortgage brokers coming online and
reading about changes that took place in 2006, when
HUD retired the Valuation Conditions (VC) sheets.
Many brokers interpreted that to mean appraisers no
longer have to report the key items on the sheet. 

“Yes, we still have to report it,” he said. “We just
have to report it in the new URAR. Revised
Appendix D is almost a line-for-line item on where

these things need to be reported in the URAR
appraisal. If you go through Appendix D, even if
you’re not an FHA appraiser, you’ll know how to fill
out that 1004.”

FHA appraisals, in fact, require a “subject to” for the
repairs, on inspections and for new and proposed
construction, he added.

According to HUD, some appraisers struggle to grasp
the rules for handling conditions. Less experienced
roster members sometimes go overboard and require
that everything be fixed. HUD advises appraisers to
use common sense and prudence in determining
what would be a required repair and what is simply
cosmetic.

44..  IInnssppeeccttiioonnss::  KKnnooww  wwhhaatt’’ss  rreeqquuiirreedd..

RRoossee  LLuusskk, senior vice president and chief appraiser
for First American eAppraiseIT, said she hasn’t
witnessed a drastic a drop in FHA appraisal quality.
eAppraiseIT’s panel appraisers sometimes have
questions about how to report FHA items in the
property-specific format, she said, and to ensure
report accuracy, the company provides individual
training through its QC and Appraiser Management
departments.  

Any issues she has seen aren’t easily traced to new
rules for joining HUD’s roster.

“Some of the quality issues we’re seeing now are due
to a possible lack of understanding regarding changes
to FHA requirements in recent years,” she said. 

After Fannie Mae changed its appraisal forms in
January 2006, FHA also changed its process to ensure
consistency, ditching its VC inspection sheets in
favor of property-specific forms.

“The assumption is that appraisers who have been
doing conventional appraisals do know a lot, because
they’ve been doing appraisals on these forms. A lot of
the FHA standards would be covered through those,
so I don’t know if there’s a lack of knowledge or
experience,” she explained.

Still, Lusk and her team are finding that they have to
go back to some appraisers and help them understand
certain details in FHA appraising, such as rules for
inspections. 

“FHA used to require inspections, and that’s what the
VC sheets were for,” she said. “So you always did an
FHA appraisal ‘subject to’ the items on the VC sheets.
Now, FHA accepts ‘as is’ appraisals and doesn’t
require the inspections they used to.”

Instead, appraisers are to report whether they see
areas of concern via “readily observable” means.
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55..  GGeett  tthhee  ggrriittttyy  ddeettaaiillss  oonn  ppeesstt  aanndd  sseeppttiicc  iissssuueess..

One issue that has caused confusion is pest
inspection requirements. HUD previously required
that a pest inspection be done for FHA loans, but
appraisers today are required first to note if there’s
evidence that such an inspection is even needed.

Many appraisers are unsure about similar changes to
well and septic issues, according to Lusk. Those also
used to trigger automatic inspections, and HUD
required appraisers to sketch the location of the well
or septic tank.

66..  GGeett  oorrggaanniizzeedd  ttoo  ssttrreeaammlliinnee  tthhee  pprroocceessss..  

Whaley has seen his FHA order volume quadruple
this year. As that volume grows, he’s paying special
attention to the FHA inspection process and has even
created a checklist other appraisers can use for their
reports (see the accompanying PDF download for
this special report).

According to Whaley, one of the ways FHA
assignments differ dramatically from conventional
assignments is the inspection. For a conventional
appraisal, for example, appraisers aren’t required to
check electrical outlets, ensure the electricity is
working in each room, open windows, examine the
crawl space, go into the attic or test the heating and
air conditioning — all of which are required for FHA
deals. 

“There’s a big difference in what you need to look
for, and that’s where I’m afraid some of these new
appraisers are going to drop the ball,” Whaley said.

To ensure that they’ll be on the quality end of the
spectrum of FHA appraisers, Whaley is sharing his
checklist to help newcomers to this niche.

The tool can be used in the field to make sure no
details are overlooked when appraisers conduct
inspections. The checklist is organized so that the
first items on the list are the first ones an appraiser
will encounter during an appraisal inspection — i.e.,
it starts with the roof, siding and foundation;
continues with the grading, sewage and road access;
and moves on to the interior, including ceilings,
walls, floors and windows. Last are the HVAC,
plumbing and electrical systems.

Whaley recommends appraisers with a Tablet PC use
a Microsoft Word version of the form with the
WinJournal program (you can e-mail him at
Value.finder@comcast.net for the Word version).
They can import the Word document and write
directly on the form.

77..  PPuurrssuuee  tthhee  rriigghhtt  cclliieennttss..

As more of your competitors rush to join the FHA
roster and diversify their business, differentiating
yourself from the masses could become trickier.

According to Whaley, one path to success is to focus
on mortgage lenders rather than brokers.

Mortgage brokers, he explained, are also swarming to
get approved to handle FHA deals. They have
appraisers on their lists that they used during the
subprime boom. As those appraisers are added to the
FHA list, brokers will go back to them because they
know they’ll cooperate and “make value.”

Of course, that mistake will be easier to avoid after
the Home Valuation Code of Conduct goes into
effect May 1 and bans brokers from ordering
appraisals directly.

Whaley said he does not work with local brokers,
dealing mostly with bigger banks.

“They know which appraisers to use,” he said.
“Seasoned appraisers need to market themselves:
‘Look, I’ve been on the FHA roster forever.’ They
need to sell themselves on experience to lenders,
because HUD FHA doesn’t want a deal where they
have to come back to the appraiser and ask for
corrections and give conditions on the appraisal
report. They want a clean appraisal to go through
without any questions.”

88::  DDoonn’’tt  sskkiimmpp  oonn  tthhee  pphhoottooggrraapphhyy..

DDaawwnn  WWaallkkeerr — a certified residential appraiser
specializing in refinance and purchases, probate,
dissolution, new construction, PMI removal and
manufactured housing — has authored an e-book
designed to help those appraisers who are new to
FHA appraising get up to speed.

In the book, she points to several mistakes she sees in
FHA appraisals today. One is not taking enough
pictures. 

“FHA has definite requirements of the pictures they
want to see for any given property,” Walker said.
“For example, when taking outside pictures when
doing a regular appraisal, an appraiser may not take
pictures of the sides of a property — just the front,
back and street scene. FHA wants to see all sides of a
given property.” 

“I take many, many pictures,” she added. “I would
rather have pictures of everything than have to
return for a second inspection. FHA requests pictures
of any potential issues.” 

For example, if she sees water damage on the ceiling
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below a bathroom, she’ll take a picture to support the
written information in the report. Similarly, if an
obstruction prevents her from viewing a particular
part of a home or accessing the attic, she’ll take a
picture and include it in the report to support her
explanation of why she couldn’t view that part of the
property.

99..  DDoonn’’tt  rreellyy  ssoolleellyy  oonn  tthhee  MMLLSS..

As it manages the changes, HUD continues to look
for new ways to ensure its appraisers meet its
standards and have the necessary training. Although
all FHA appraisers have to sign an agreement stating
they will abide by the administration’s handbooks,
mortgagee letters and policy documents, they often
haven’t done the due diligence to understand what
FHA wants, said DDoonnnnaa  TToommppoosskkii, director of the
Home Valuation Policy Division within FHA’s Office
of Single Family Program Development in the
Washington, D.C., HUD headquarters..

One common problem area is comparable sales: Not
all appraisers understand they can’t simply rely on
the MLS. FHA requires that they confer with a party
who has first-hand knowledge of a property to verify
the comps are appropriate.

1100..  AAddjjuusstt  ffoorr  ssaalleess  ccoonncceessssiioonnss..

Declining markets also remain a challenge for
appraisers — many of whom are hard-pressed to
provide solid analysis and explanations — as do sales
and financing concessions.

“There seems to be a lot of confusion about that,”
Tomposki said. “The bottom line for us is whenever
there’s a concession, it should be analyzed and
carefully noted in the appraisal.” 

In addition, if an adjustment is warranted, it should
be done on a cash-equivalent basis.

1111..  PPaarrttnneerr  ttoo  ggeett  uupp  ttoo  ssppeeeedd..

Tomposki had two recommendations for newcomers.
One is to take advantage of HUD’s training and
guidance by attending shows produced by HUD’s
Homeownership Centers and joining relevant
listservs. Another good strategy is to partner with a
mentor who can share insights into FHA appraising. 

According to Whaley, partnering with a seasoned
FHA appraiser who can take you on assignments and
explain the nuances of the inspections and report
writing is the  the ideal final stage of the learning
process for newcomers to FHA appraisers.

“That means maybe five to 20 (appraisals),” he said.
“It might not be that many. It might be more.”

1122..  AAvvooiidd  HHUUDD’’ss  ‘‘ssiixx  ddeeaaddllyy  ssiinnss’’  ooff  FFHHAA  aapppprraaiissiinngg..

Despite changes that some viewed as a lowering of
the bar for doing FHA appraisal work, the quality
and accuracy of appraisals performed by FHA Roster
appraisers has risen in the past year, according to
HUD officials.

In explaining the February 2008 changes to its roster
eligibility requirements, HUD spokesman LLeemmaarr  CC..
WWoooolleeyy said FHA had determined that the
examination requirement was an outdated regulatory
barrier that did little to ensure high-quality valuation
work for FHA financing. 

While overall quality remains high, there are
problem areas for a small number of FHA appraisers,
according to Wooley.

For example, he noted that all appraisers have to
report on the supporting site and the improvements
in factual and specific terms that describe the
property thoroughly. FHA appraisers also have to
take into consideration how certain conditions might
adversely affect the property’s marketability and
value.  

“We find that a limited number of FHA Roster
appraisers are not submitting appraisal reports that
adequately and completely describe the property nor
the effect of adverse conditions, such as needed
repairs, upon marketability and value,” Wooley
stated.  

He also noted that one of the most challenging tasks
facing appraisers today — one that isn’t FHA-specific
— is determining whether a property is in a
declining market and, if so, how to reflect that
decline. 

“FHA is finding that some appraisers are not
correctly determining whether a property is located
within a declining or stagnant market and are failing
to provide adequate data and analysis to support their
conclusions on housing trends,” he said.

Reviewers have highlighted six specific problems
they’re seeing in FHA appraisal reports:

1. Failure to adequately explain
problematic issues in an appraisal, such as
relying upon older comparable sales or
not providing enough support and
explanation when making adjustments in
the comparable sales grid;   

2. Failure to verify comparable sales with
someone who has first-hand knowledge of
the terms and conditions of those sales; 

3. Use of boilerplate comments that
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conflict with FHA guidelines/protocol
(e.g., “appraiser did not inspect the attic or
crawl space”); 

4. Use of MLS photos of comparable sales
without accompanying appraiser-initiated
photos; 

5. Failure to recognize what distinguishes
a second unit within a single-family home
from an accessory dwelling unit (ADU)
and appraise the property accordingly;
and 

6. Unfamiliarity with FHA appraisal
guidelines and protocols. 

1133..  BBee  ggeeooggrraapphhiiccaallllyy  ccoommppeetteenntt..  

HUD officials remind appraisers that they must
know the market in which they’re appraising
and get back to basics by making phone calls
and knocking on doors, if necessary, to get
accurate information that can serve as the
backbone of a good appraisal. 

1144..  IInnccrreeaassee  yyoouurr  dduuee  ddiilliiggeennccee..

HUD also recommends that appraisers
familiarize themselves with FHA appraisal
guidelines and protocols and exercise more due
diligence in reporting the assignment. That
includes:
� Reviewing the completed appraisal report
for errors and omissions before submitting it;
and
� Taking extra time to confirm the terms and
conditions of the comparable sales with a party
that has first-hand knowledge.

1155..  SSttaayy  pplluuggggeedd  iinnttoo  HHUUDD’’ss  llaatteesstt  rreeqquuiirreemmeennttss..

HUD encourages appraisers to revisit “FHA
Quick Tips,” the introductory segment of
Appendix D to Handbook 4150.2, Valuation
Analysis for Home Mortgage Insurance for
Single Family One- to Four-Unit Dwellings. 

The agency also recommends that they take
advantage of training sessions that are
frequently conducted by FHA’s
Homeownership Centers. To learn more, join
the e-mail list at
http://www.hud.gov/offices/hsg/sfh/ref/
hsgregst.cfm.

Staying up to date on evolving guidelines will be
critical in 2009. For example, HUD sources indicated
that while the administration does not expect any
further changes in the eligibility requirements for
joining the FHA appraiser roster, it is evaluating the
efficacy of requiring appraisers to provide current
listings, along with comparable sales, for appraisals of
properties located in declining markets. It’s also
exploring cost-effective educational outreach
measures, such as Webcasts, to communicate with
roster appraisers and ensure they’re familiar with
FHA’s appraisal reporting requirements.

For newcomers, pursuing FHA work means reading
and rereading — and rereading once again — the
key HUD literature: 
� The HUD Handbook 4150.2; 
� Mortgagee Letter 2005-34; and 
� Mortgagee Letter 2005-48 and the accompanying
revised Appendix D: Valuation Protocol.

It’s critical that appraisers understand what HUD
FHA requires on minimum property requirements
(MPRs) and minimum property standards (MPSs) for
new construction. 

After reading the literature, they should find an FHA
class to attend:
� HUD FHA offers various forms of training at
http://www.hud.gov/groups/appraisers.cfm; 
� The Appraisal Institute offers courses at
http://www.appraisalinstitute.org/education,
including “Introduction to FHA Appraising: What
Appraisers Need to Know About HUD Policies,
Procedures, and 2008 Roster Eligibility”; and 
� The National Association of Independent Fee
Appraisers (NAIFA) has offerings at
http://www.naifa.com/education/designations.cfm.



The following questions were submitted by
appraisers and underwriters after the latest changes
made to FHA appraisal protocol in 2008 and used as a
supplement in a 7-hour FHA appraisal seminar. All
answers provided were reviewed by a number of past
& present chief appraisers on the technical staff at
various homeownership centers in addition to the
single-family policy division in Washington D.C.
Please refer to the 4150.2 HUD Handbook and
appendix D for more details on the questions and
answers below.

11..  II  aamm  aapppprraaiissiinngg  aa  ccoonnddoo  aanndd  tthhee  ccoonnddoo  ccoommpplleexx  iiss
nnoott  oonn  tthhee  FFHHAA  ccoonnddoo  aapppprroovveedd  lliisstt,,  nnooww  wwhhaatt??  IIss
tthhiiss  aa  ssppoott  llooaann  aanndd  iiff  ssoo  wwhhaatt  ddooeess  tthhaatt  mmeeaann??  

A spot loan means exactly that the lender will have
to obtain information regarding the condominium
development and apply to HUD to preliminarily
approve this loan until the entire project becomes
HUD-approved and is assigned a condominium
approval number. Some of the questions which will
be required are: 

� Does any entity own a large percentage?
� Is there a mandatory HOA fee with a non
severable interest?
� Is there a condominium or homeowners
association board? 
� How much are the monthly assessment fees and
are they sufficient and typical of the market?

22..  IInn  HHUUDD’’ss  hhaannddbbooookk,,  tthheeyy  aaddddrreessss  pprrooppeerrttiieess  tthhaatt
bbaacckk  ttoo  hhiigghh  vvoollttaaggee  ttrraannssmmiissssiioonn  lliinneess  aanndd  rreeqquuiirree
tthhaatt  tthhee  pprrooppeerrttyy  bbee  oouuttssiiddee  ooff  tthhee  ddeessiiggnnaatteedd  ffaallll
zzoonnee..  OOnn  tthheeiirr  WWeebb  ppaaggee,,  tthheeyy  iimmppllyy  tthhaatt  aass  lloonngg  aass
tthhee  pprrooppeerrttyy  iiss  oouuttssiiddee  tthhee  eeaasseemmeenntt,,  iitt  iiss  OOKK..  WWhhaatt
ddooeess  HHUUDD  aaccttuuaallllyy  rreeqquuiirree  ffoorr  pprrooppeerrttiieess  tthhaatt  bbaacckk  ttoo
hhiigghh  vvoollttaaggee  ttrraannssmmiissssiioonn  lliinneess??  

The appraiser must indicate whether the dwelling or
related property improvements is located within the
easement serving a high-voltage transmission line,
radio/TV transmission tower, cell phone tower,

microwave relay dish or tower, or satellite dish
(radio, TV cable, etc.). If the dwelling or related
property improvements are located within such an
easement, the DE Underwriter must obtain a letter
from the owner or operator of the tower indicating
that the dwelling and its related property
improvements are not located within the tower’s
(engineered) fall distance.

33..  HHUUDD  ssttaatteess  tthhaatt  pprrooppeerrttiieess  wwiitthh  kkiittcchheennss  iinn  tthhee
bbaasseemmeenntt  aarree  nnoott  aalllloowweedd..  HHooww  aabboouutt  iinnvveerrtteedd  rraaiisseedd
rraanncchheess,,  wwhhiicchh  hhaavvee  tthhee  kkiittcchheenn  bbeellooww  ggrraaddee??

HUD does not specifically state basement kitchens
are not allowed, but local code and the type of
kitchen will typically dictate the legality here.
Kitchens in inverted raised ranches would be
acceptable, and I would also recommend for the FHA
appraiser to comment whether or not any functional
obsolescence exists as a result of this arrangement
and if this impacts the value on the property in
anyway. Likely, the appraiser will also use inverted
raised ranches for comparables.

44..  DDooeess  HHUUDD  rreeqquuiirree  ggrroouunnddeedd  oouuttlleettss  oorr  ggrroouunndd
ffaauulltt  oouuttlleettss??  IIss  ssoo  wwhheenn  wwoouulldd  tthheeyy  bbee  rreeqquuiirreedd  aanndd
wwhheerree  wwoouulldd  tthheeyy  nneeeedd  ttoo  bbee  ppllaacceedd  iinn  tthhee
rreessiiddeennccee??  

HUD does not required ground fault outlets. Local
code supersedes and typically the town will require
them if the home is new construction. Old HUD
guidelines required them near all water sources,
(kitchen, baths, utility sinks etc). 

55..  AArree  DDEE  uunnddeerrwwrriitteerrss  rreeqquuiirreedd  ttoo  hhaavvee  aannyy  ttrraaiinniinngg
wwhhaattssooeevveerr  ttoo  uunnddeerrwwrriittee  FFHHAA  llooaannss??  

Each homeownership center provides training
opportunities for lenders and their underwriters. It is
the lender’s responsibility to train their
underwriters, especially since the lenders are also
held accountable for the quality of the FHA-insured
loan.

66..  IIff  II  aamm  aa  cceerrttiififieedd  lliicceennsseedd  aapppprraaiisseerr,,  ccaann  aann
aassssoocciiaattee  lliicceennsseedd  aapppprraaiisseerr  ((ttrraaiinneeee)),,  ccoommpplleettee  aann
FFHHAA  aapppprraaiissaall  tthhaatt  II  ccaann  ssiiggnn  ooffff  oonn  aass  tthhee
ssuuppeerrvviissoorr??  

NO! NADA! NOT IN THIS LIFETIME! NEVER
EVER!

77..  AAmm  II  aalllloowweedd,,  uunnddeerr  FFHHAA  gguuiiddeelliinneess,,  ttoo  ttuurrnn  iinn  aa
FFHHAA  aapppprraaiissaall  aassssiiggnnmmeenntt  ttoo  mmyy  cclliieenntt  wwiitthhoouutt  tthhee
FFHHAA  ccaassee  nnuummbbeerr  iinncclluuddeedd  oonn  tthhee  rreeppoorrtt??  

IRR Residential’s frequently asked FHA 
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The answer to this question should be simple but
unfortunately, it isn’t. Technically, you should not
even start the assignment without the case number,
and submitting the file to the client without it puts
you at risk. HUD directs the appraiser not to submit
the appraisal without including the FHA case
number.

88..  WWhhiillee  ppeerrffoorrmmiinngg  mmyy  iinnssppeeccttiioonn  ooff  tthhee  pprrooppeerrttyy,,  II
ddiissccoovveerr  sseerriioouuss  iissssuueess  tthhaatt  II  ffeeeell  nneeeedd  ttoo  bbee  rreeppoorrtteedd..
SSiinnccee  tthheerree  nnoo  lloonnggeerr  iiss  aa  VVCC  sshheeeett,,  wwhheerree  aamm  II
ssuuppppoosseedd  ttoo  aaddddrreessss  tthheessee  iissssuueess??  

Appendix D of the 4150.2 handbook explains where
all valuation condition issues need to be reported in
the appraisal report.

99..  FFoollllooww--uupp  qquueessttiioonn::  DDooeess  tthhee  aapppprraaiissaall  nneeeedd  ttoo  bbee
‘‘SSUUBBJJEECCTT  TTOO””  tthhee  rreeppaaiirr  oorr  ccoorrrreeccttiioonn  ooff  tthheessee
iissssuueess??  

YES, if these repairs were essential to eliminate
conditions threatening the continued physical
security, safety and soundness of the property.

1100..  OOnn  aa  ppuurrcchhaassee  ttrraannssaaccttiioonn,,  wwhhaatt  ddoo  II  ddoo  iiff  tthhee
sseelllleerr’’ss  ddiisscclloossuurree  ssttaatteemmeenntt  rreeppoorrttss  rreeppaaiirr  iissssuueess  oorr
ootthheerr  sseerriioouuss  pprroobblleemmss  wwiitthh  tthhee  ssuubbjjeecctt  pprrooppeerrttyy??  

Condition the appraisal report accordingly. Also, see
the answers to questions 8 & 9 above.

1111..  HHooww  aabboouutt  lleennddeerr  pprreessssuurree  ttoo  ““mmaakkee  aa  nnuummbbeerr””??
CCaann  II  rreeppoorrtt  tthheemm  ttoo  HHUUDD??  WWhheerree  ddoo  II  rreeppoorrtt  tthhee
pprroobblleemm??

HUD has made available a 24/7 hotline to report
lender pressure. If pressured by an FHA lender to
inflate an appraisal to meet a predetermined value,
FHA Roster appraisers should contact the HOC with
jurisdiction at 1-800-255-5342. Make sure you have
the property address, case number, lender
information with a detailed explanation of the
complaint so a HUD representative can follow-up.

1122..  WWhheenn  tthhee  rrooooff  ooff  aa  hhoouussee  iiss  ccoovveerreedd  iinn  ssnnooww,,
sshhoouulldd  wwee  ssttiillll  ssttaattee  tthhaatt  ““aalltthhoouugghh  aa  hheeaadd--aanndd--
sshhoouullddeerrss  vviissuuaall  iinnssppeeccttiioonn  iinn  tthhee  aattttiicc  ddiidd  nnoott  yyiieelldd
oobbvviioouuss  ssiiggnnss  ooff  mmooiissttuurree  oorr  lleeaakkaaggee,,  tthhee  aapppprraaiisseerr
wwaass  uunnaabbllee  ttoo  ssttaattee  wwiitthh  cceerrttaaiinnttyy  tthhee  rreemmaaiinniinngg
eeccoonnoommiicc  lliiffee  ooff  tthhee  rrooooff  dduuee  ttoo  iitt  bbeeiinngg  ccoovveerreedd  iinn
ssnnooww””??

This is overkill…simply state, “The roof was snow-
covered.” It also limits liability. If it is unreasonable
to expect the snow to clear within a reasonable
amount of time, the appraiser may access the
condition of the roof by observing the roof from the
interior. The lender may also require additional
requirements to satisfy this condition.

1133..  DDooeess  HHUUDD  hhaavvee  aannyy  ssppeecciifificc  ttyyppee  ooff  llaanngguuaaggee
tthheeyy  wwaanntt  uuss  ttoo  uussee  wwhheenn  aaddddrreessssiinngg  eennvviirroonnmmeennttaall
iissssuueess  ssuucchh  aass  mmoolldd??  

NO.

1144..  DDooeess  HHUUDD  ssttiillll  wwaanntt  uuss  ttoo  cchheecckk  oonn  tthhee  rreevveerrssee
mmeecchhaanniissmm  ooff  ggaarraaggee  ddoooorrss??  

YES.

1155..  LLeeaadd--bbaasseedd  ppaaiinntt..  II  ssttiillll  ggoo  aarroouunndd  aanndd  aarroouunndd
wwiitthh  pprroocceessssoorrss  oonn  tthhiiss  oonnee,,  aass  tthheeyy  sseeeemm  ttoo  tthhiinnkk
tthhaatt  wwhheenn  tthhee  VVCC  sshheeeettss  wweenntt  oouutt  tthhee  wwiinnddooww,,  ssoo
ddiidd  tthhee  rreeqquuiirreemmeennttss  ffoorr  ssccrraappee  aanndd  ppaaiinntt..  WWhheenn  iiss
tthhee  aapppprraaiisseerr  rreeqquuiirreedd  ttoo  mmaakkee  tthhee  aapppprraaiissaall
SSUUBBJJEECCTT  TTOO  ssccrraappiinngg  aanndd  ppaaiinnttiinngg??  

On any defective paint surfaces pre-1978, or post-
1978 where exterior finish is otherwise unprotected. 

1166..  FFoollllooww--uupp  qquueessttiioonn::  WWhhaatt  iiff  tthheeyy  jjuusstt  ppaaiinntt  oovveerr
tthhee  oolldd  ppaaiinntt  aanndd  ddoonn’’tt  ssccrraappee??  

It depends on the severity of the peeling paint.
Technically, they have encapsulated it by simply
painting, so it could be acceptable, unless it still
requires scraping.

1177..  FFoollllooww--uupp  qquueessttiioonn::  WWhhaatt  iiff  tthheeyy  lleeaavvee  aallll  tthhee
ssccrraappeedd  ppaaiinntt  cchhiippss  oonn  tthhee  ggrroouunndd  aarroouunndd  tthhee
pprrooppeerrttyy??  MMuusstt  II  rreeqquuiirree  tthheemm  ttoo  rreemmoovvee  tthheemm??  

YES, they pose a safety hazard. 

1188..  FFoollllooww--uupp  qquueessttiioonn::  IIss  aann  EExxttrraaoorrddiinnaarryy
AAssssuummppttiioonn  rreeqquuiirreedd??  

Not unless you think the soil has been contaminated
by the loose paint chips.

1199..  FFoollllooww--uupp  qquueessttiioonn::  AArree  tthheerree  aaddddiittiioonnaall
iinnssppeeccttiioonnss  rreeqquuiirreedd  ttoo  sseeee  iiff  tthhee  wwoorrkk  hhaass  bbeeeenn
ccoommpplleetteedd,,  aanndd  iiff  ssoo  oonn  wwhhaatt  ffoorrmmss  aarree  tthheessee
iinnssppeeccttiioonnss  rreeppoorrtteedd??  

There may be. It depends if the lender actually
makes them correct the deficiency. If they do, they
do not have to use you to do the final. They can use
anyone they determine has competency to complete
the inspection. Typically, it is the original appraiser,
but sometimes the lender will use an FHA
compliance inspector or an employee from the
broker may do it. They should be using the 92051
compliance inspection form unless they were
cosmetic or non-HUD-required repairs.

2200..  FFoollllooww--uupp  qquueessttiioonn::  WWhhaatt  iiff  tthhee  rreeqquuiirreedd  rreeppaaiirrss
aarree  nnoott  ppeerrffoorrmmeedd??  

If you are performing the inspection, you must state



that the repairs have not been completed. If the
lender uses someone else to inspect the property, it is
no longer the appraiser’s problem.

2211..  DDoo  wwee  ssttiillll  llooookk  ffoorr  ssmmookkee  aallaarrmmss??  HHooww  mmaannyy
sshhoouulldd  tthheerree  bbee,,  aanndd  wwhheerree  sshhoouulldd  tthheeyy  bbee  ppllaacceedd??  

Although FHA strongly recommends them, smoke
detectors are not a nationwide HUD requirement at
this time. The 203(k) rehabilitation program requires
that smoke detectors be installed adjacent to sleeping
areas.

2222..  DDoo  wwee  ssttiillll  ccoommmmeenntt  oonn  bbrrookkeenn//ccrraacckkeedd  wwiinnddooww
ppaanneess??  

YES.

2233..  FFoollllooww--uupp  qquueessttiioonn::  DDoo  tthheeyy  hhaavvee  ttoo  bbee  rreeppaaiirreedd??  

Only if they affect the health and safety, security,
soundness and structural integrity of the property.

2244..  DDoo  wwee  ssttiillll  nneeeedd  hhaannddrraaiillss  ffoorr  tthhrreeee  oorr  mmoorree
ssttaaiirrss??  

Not unless the appraiser feels it poses a safety hazard.
See question #73 for additional direction. 

2255..  AArree  CCIIRR’’ss  ssttiillll  ggooiinngg  ttoo  bbee  uusseedd  ffoorr  vveerriifificcaattiioonn
tthhaatt  rreeppaaiirrss  hhaavvee  bbeeeenn  ccoommpplleetteedd??  SSiinnccee  tthhee
aapppprraaiisseerr  iiss  ccoommmmeennttiinngg  oonn  tthhee  ccoonnddiittiioonn  ooff  tthhee
pprrooppeerrttyy,,  aanndd  tthhee  lleennddeerr  iiss  tthhee  oonnee  ccaalllliinngg  ffoorr  tthhee
rreeppaaiirrss,,  pplleeaassee  ccllaarriiffyy  wwhhaatt  wwiillll  bbee  uusseedd  ffoorr  eevviiddeennccee
tthhaatt  wwoorrkk  hhaass  bbeeeenn  ccoommpplleetteedd??  

The Compliance Inspection Report (CIR), form
HUD-92051, will be used by the appraiser to report
whether or not required repairs have been
completed. If the lender required a repair as the
result of an inspection, or through information
obtained other than the appraisal, the lender may use
whatever they deem appropriate to document
compliance with inspection or certification
requirements. This form states that it expired as of
12/31/07. HUD will have to correct this problem in
the future.

2266..  FFoollllooww--uupp  qquueessttiioonn::  CCaann  tthhee  aabboovvee  rreeppaaiirr  iitteemmss
bbee  eessccrroowweedd  aanndd  rreeccttiififieedd  aafftteerr  cclloossiinngg??  

Typically, NO because escrowed items are usually
weather-related and these would not be impacted by
the weather.

2277..  TThhee  ssuubbjjeecctt  hhaass  bbuuiillddiinngg  ccooddee  vviioollaattiioonnss  ((ppeerrhhaappss
aann  uunn--ppeerrmmiitttteedd  aaddddiittiioonn,,  eelleeccttrriiccaall  wwiirriinngg  tthhaatt
aappppeeaarrss  sshhooddddyy,,  eettcc))..  HHooww  aarree  tthheessee  ttrreeaatteedd  iinn  tthhee
UURRAARR,,  aanndd  bbyy  FFHHAA??  

See questions 8 & 9 above.

2288..  AArree  tthheerree  aannyy  ccoonnddiittiioonnss  tthhaatt  wwoouulldd  hhaalltt  tthhee
aapppprraaiissaall  iinn  iittss  ttrraacckkss??  PPeerrhhaappss  bbeeiinngg  wwiitthhiinn  tthhee
eennggiinneeeerriinngg  ffaallll  hheeiigghhtt  ooff  aa  ttoowweerr,,  oorr  wwiitthhiinn  ssoo  mmaannyy
ffeeeett  ooff  aa  hhiigghh--pprreessssuurree  ggaass  vvaallvvee??  

You betcha! How about a 2-unit mixed-use property
where the first use commercial exceeds 49% of the
GLA? When you encounter properties that have
unacceptable locations or which clearly demonstrate
they will not be eligible for FHA financing, reject the
property. 

2299..  FFoollllooww--uupp  qquueessttiioonn::  WWhhoo  ddoo  yyoouu  ccoonnttaacctt,,  aanndd
wwhhaatt  ddoo  yyoouu  ttuurrnn  iinn,,  iiff  aannyytthhiinngg??  

Notify the DE Underwriter and submit your pictures
with your supporting documentation from the
4150.2 HUD handbook.

3300..  WWhhoo  aarree  tthhee  iinntteennddeedd  uusseerrss  ooff  aann  FFHHAA  aapppprraaiissaall??  

The intended user of the appraisal report is the
lender/client and HUD/FHA. THIS LANGUAGE
NEEDS TO BE INSERTED IN ALL OF YOUR FHA
APPRAISAL REPORTS.

3311..  AArree  tthheerree  aannyy  ssppeecciiaall  UUSSPPAAPP--rreellaatteedd
ccoonnssiiddeerraattiioonnss  wwhheenn  ppeerrffoorrmmiinngg  FFHHAA  aapppprraaiissaallss??  

USPAP does not specifically address any FHA
requirements. 

3322..  IIss  aann  FFHHAA  aapppprraaiissaall  iinnssppeeccttiioonn  aa  hhoommee
iinnssppeeccttiioonn??

NO!

3333..  FFoollllooww--uupp  qquueessttiioonn::  HHooww  ccaann  aapppprraaiisseerrss  pprrootteecctt
tthheemmsseellvveess  ffrroomm  aa  hhoommeeoowwnneerr’’ss  mmiissttaakkeenn
aassssuummppttiioonn  oonn  tthhiiss  iissssuuee??  

HUD requires the lender to provide to the borrower
“the appraisal is not a home inspection form” on all
purchase transactions. It would also be advisable to
clearly define that your walkthrough is not to be
considered a home inspection and that you were
only observing readily visible conditions.

3344..  WWhhoo  sshhoouulldd  tthhee  aapppprraaiisseerr  ccoonnttaacctt  iiff  tthheeyy  ssuussppeecctt
ffrraauudd  ((oorr  ootthheerr  iirrrreegguullaarriittiieess))  dduurriinngg  tthhee  aapppprraaiissaall
aassssiiggnnmmeenntt??  TThhee  ssttaattee??  TThhee  cclliieenntt??  HHUUDD??

Use the hotline number at 800CALLFHA which is
800-225-5342. I would also notify the DE
underwriter and your state licensing board.

3355..  WWhhaatt  iiss  FFHHAA  220033kk,,  aanndd  aarree  tthhee  aapppprraaiissaall
rreeqquuiirreemmeennttss  ddiiffffeerreenntt  ffoorr  aa  220033kk  aassssiiggnnmmeenntt??  

See 4150.2 Handbook - Appendix B - Special
Programs. 
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3366..  WWhhaatt  iiss  aann  FFHHAA  ccaassee  nnuummbbeerr,,  wwhhoo  ggeenneerraatteess  iitt
aanndd  wwhheerree  ddooeess  tthhee  aapppprraaiisseerr  ppllaaccee  tthhee  nnuummbbeerr  oonn  aann
aapppprraaiissaall  rreeppoorrtt??  

The FHA case number is a reference number for
tracking FHA loans. It goes in the upper right-hand
corner on the appraisal report, and the lender
generates it through CHUMS.

3377..  HHooww  lloonngg  iiss  tthhee  lliiffeessppaann  ooff  aann  FFHHAA  aapppprraaiissaall??  

An FHA appraisal has a six-month lifespan.

3388..  II  ppeerrffoorrmmeedd  aann  FFHHAA  aapppprraaiissaall  ffoorr  CClliieenntt  AA..  NNooww
CClliieenntt  BB  ccaallllss  mmee  aanndd  wwaannttss  mmee  ttoo  ppuutt  tthheeiirr  nnaammee  oonn
tthhee  aapppprraaiissaall..  CCaann  II  cchhaannggee  tthhee  nnaammee  ttoo  tthhee  nneeww
lleennddeerr??  

Simply tell Client A to transfer the case # to Client B,
which is commonly called a case reassignment. You
can not change the name on the appraisal.

3399..  TThhee  uuttiilliittiieess  aarree  nnoott  oonn  aatt  ttiimmee  ooff  iinnssppeeccttiioonn..
SShhoouulldd  tthhee  aapppprraaiisseerr  mmaakkee  tthhee  aapppprraaiissaall  SSUUBBJJEECCTT
TTOO  tthhee  uuttiilliittiieess  bbeeiinngg  ttuurrnneedd  oonn??  

YES because HUD requires the appraiser to test a
representative sample of all mechanical systems
including plumbing, electrical and heating/cooling
systems. If no utilities were on, then the appraiser
could not adequately satisfy his/her scope of work
requirements — specifically, perform a complete
interior inspection.

4400..  FFoollllooww--uupp  qquueessttiioonn::  WWhhaatt  iiff  tthhee  pprrooppeerrttyy  iiss  aa
vvaaccaanntt  HHUUDD--oowwnneedd  pprrooppeerrttyy??  

See answer to question 38 above.

4411..  TThhee  ssuubbjjeecctt  iiss  nnoott  hhaabbiittaabbllee..  AA  ddeettaaiilleedd  lliisstt  ooff
rreeqquuiirreedd  rreeppaaiirrss  ((ii..ee..,,  ccoosstt--ttoo--ccuurree))  iiss  nnoott  rreeaaddiillyy
aavvaaiillaabbllee..  TThhee  lleennddeerr  aasskkss  tthhee  aapppprraaiisseerr  ttoo  pprreeppaarree  aa
lliisstt  ooff  aallll  tthhee  nneecceessssaarryy  rreeppaaiirrss  aanndd  pprroovviiddee  aann
aapppprrooxxiimmaattee  ccoosstt  ttoo  ccoommpplleettee  tthheessee  rreeppaaiirrss..  SShhoouulldd
tthhee  aapppprraaiisseerr  ccoommppllyy  wwiitthh  tthhiiss  rreeqquueesstt??  

YES, this is required by HUD. See Appendix D page
34.

4422..  MMyy  lleennddeerrss  aallwwaayyss  aasskk  mmee  ttoo  pprroovviiddee  aa  ccoosstt  ttoo
ccuurree  wwhheenn  II  ccoonnddiittiioonn  tthhee  aapppprraaiissaall  oonn  iitteemmss  FFHHAA
rreeqquuiirreess..  IIss  tthhiiss  aann  FFHHAA  rreeqquuiirreemmeenntt??  

YES, the appraiser must indicate the extent of repairs
and note this in the appropriate section of the
appraisal, in the “additional comments” section or in
an addendum under the heading of “Reconciliation –
Required Repairs” listing the repairs noted together
with an estimated cost to cure. 

4433..  AArree  ddrriivvee--bbyy  aapppprraaiissaallss  aacccceeppttaabbllee  ffoorr  FFHHAA

aassssiiggnnmmeennttss??  IIff  ssoo,,  wwhhaatt  eexxttrraa  ccoonnddiittiioonnss  aarree  tthheerree??

NO, FHA does not accept drive-by appraisals.

4444..  WWhhaatt  aarree  tthhee  ccuurrrreenntt  FFHHAA  llooaann  lliimmiittss??  

Approximately $410,000 for Chicago metro areas. 

4455..  WWiillll  tthhee  FFHHAA  aacccceepptt  aann  aapppprraaiissaall  wwiitthh  aann
eexxttrraaoorrddiinnaarryy  aassssuummppttiioonn??  

YES.

4466..  NNooww  tthhaatt  tthhee  VVCC  sshheeeettss  aarree  nnoo  lloonnggeerr  ppaarrtt  ooff  aann
FFHHAA  aapppprraaiissaall  aassssiiggnnmmeenntt,,  ddoo  II  ssttiillll  hhaavvee  ttoo  ddoo  aallll  tthhee
tthhiinnggss  tthhaatt  wweerree  rreeqquuiirreedd  oonn  tthhee  VVCC  sshheeeettss??  

With exception to cosmetic items…YES. Review the
FHA quick tips section. 

4477..  WWhheerree  ccaann  II  ggeett  aa  44115500..22  HHUUDD  HHaannddbbooookk??  

Online at www.hudclips.org.

4488..  IIss  tthhee  44115500..22  HHUUDD  HHaannddbbooookk  ffrreeee  ssiinnccee  II  aamm  aann
FFHHAA  aapppprraaiisseerr??

YES. It is free online to anyone.

4499..  DDooeess  FFHHAA  nnoottiiffyy  aapppprraaiisseerrss  wwhheenn  tthheeyy  aarree  ppllaacceedd
oonn  tthhee  aapppprroovveedd  aapppprraaiissaall  rroosstteerr??  

NO, only if you are not approved. You will have to
go online to monitor your approved roster status.

5500..  DDooeess  FFHHAA  rreeqquuiirree  tthhee  aapppprraaiisseerr  ttoo  ccoonnssiiddeerr  aannyy
ppeerrssoonnaall  pprrooppeerrttyy  tthhaatt  wwiillll  ssttaayy  wwiitthh  tthhee  pprrooppeerrttyy??

NO. If a sale involves personal property it should be
identified and excluded from the valuation.

5511..  MMyy  mmoorrttggaaggee  bbrrookkeerr  cclliieenntt  wwiillll  nnoott  pprroovviiddee  tthhee
FFHHAA  ccaassee##  ttoo  mmee  uunnttiill  II  pprroovviiddee  tthheemm  wwiitthh  mmyy
ooppiinniioonn  ooff  vvaalluuee..  WWhhaatt  sshhoouulldd  II  ddoo??  

Do not comply with this request. Find another client.
Report this client to the FHA hotline number.

5522..  DDoo  HHUUDD  ccoommpplliiaannccee  iinnssppeeccttoorrss  ssttiillll  eexxiisstt??

YES.

5533..  DDoo  yyoouu  hhaavvee  ttoo  bbee  aa  HHUUDD  ccoommpplliiaannccee  iinnssppeeccttoorr
ttoo  ddoo  aa  fifinnaall  iinnssppeeccttiioonn  oonn  nneeww  ccoonnssttrruuccttiioonn??  

NO, but whomever does the final needs to be
competent enough to recognize that the work was
done in a satisfactory manner.

5544..  IIss  tthheerree  aannyy  ddiiffffeerreennccee  iinn  aapppprraaiissiinngg  aa  nneeww
ccoonnssttrruuccttiioonn  hhoommee  wwhheenn  iitt  iiss  lleessss  tthhaann  9900%%  ccoommpplleettee



vvss..  oovveerr  9900%%  ccoommpplleettee??  

YES, less than 90% complete constitutes marking the
“subject to completion” box. Over 90% complete
constitutes marking the “subject to repairs” box.

5555..  WWhhaatt  aarree  tthhee  FFHHAA  gguuiiddeelliinneess  oonn  ssmmookkee  ddeetteeccttoorrss
aanndd  ccaarrbboonn  mmoonnooxxiiddee  ddeetteeccttoorrss  iinn  rreeffeerreennccee  ttoo
IIlllliinnooiiss  llaaww??  DDooeess  IIlllliinnooiiss  llaaww  oovveerrrriiddee  FFHHAA
rreeqquuiirreemmeennttss??  

FHA does not require smoke detectors. Local code
ALWAYS supersedes HUD reporting requirements.

5566..  VVAA  hhaass  ssaaiidd  wwee  ddoo  nnoott  nneeeedd  ttoo  ggoo  iinnttoo  ccrraawwll
ssppaacceess  oorr  aattttiiccss  aannyymmoorree..  WWhhaatt  ddooeess  FFHHAA  rreeqquuiirree??  

FHA is not VA. You still must inspect these areas.

5577..  AArree  tteerrmmiittee  rreeppoorrttss  ffoorr  hhoommeess  ssttiillll  aauuttoommaattiiccaallllyy
rreeqquuiirreedd??  

FHA no longer mandates automatic inspections for
wood-destroying insects or organisms in existing
properties (over one year old). However, pest
inspections are required if there is evidence of active
infestation, if it is mandated by the state or local
jurisdiction, if it is customary to area or at the
lender’s discretion. Prudent underwriting would
dictate an inspection in areas prone to wood-
destroying insects or organisms. 

5588..  WWhhaatt  aabboouutt  ggrroouunndd  ffaauulltt  oouuttlleettss  iinn  tthhee  kkiittcchheenn
aanndd  bbaatthhrroooommss??  WWhhaatt  aabboouutt  hhoommeess  tthhaatt  uussee  RRoommeexx
oorr  BBXX  ffoorr  eelleeccttrriiccaall  wwiirriinngg  iinnsstteeaadd  ooff  mmeettaall  ccoonndduuiitt??  

No longer required by HUD. However, these items
may be required by local code. Local code will
always supersede HUD requirements.

6600..  DDooeess  HHUUDD  ssttiillll  wwaanntt  tthhee  mmoonntthhllyy  ttaaxxeess  aanndd
iinnssuurraannccee  ccoosstt  rreeppoorrtteedd  iinn  tthhee  aapppprraaiissaall  rreeppoorrtt??  

NO.

6611..  WWhhaatt  ddooeess  HHUUDD  rreeqquuiirree  ttoo  bbee  iinn  aann  aapppprraaiissaall
rreeppoorrtt  wwhheenn  aa  nneeiigghhbboorrhhoooodd  iiss  ddeessccrriibbeedd  aass
ddeecclliinniinngg??  

HUD does not require specific language. They do
require the appraiser to provide support in the
Market Condition section of the appraisal report if
the DECLINING box is checked. HUD expects the
appraiser to have completed sufficient analysis to
reach this conclusion. I would also recommend a
comment if any negative time adjustments were
made. Refer to Mortgagee letter 2007-11.

6622..  WWhheenn  tthheerree  iiss  aa  ddeefificciieennccyy,,  ssuucchh  aass  ppeeeelliinngg  ppaaiinntt,,
hhooww  iiss  iitt  ttoo  bbee  aaddddrreesssseedd  iinn  tthhee  aapppprraaiissaall  rreeppoorrtt??  

My understanding is that we are to identify
deficiencies; however, we are not allowed to require
repairs. 

Although we have answered this question on
different levels, this is really the confusing part of the
latest changes. Bottom line, if you go to a property
and there are obvious deficiencies which impact the
property that pose to be a hazard, then you must
condition the report on remediation of that negative
condition. If the deficiency is cosmetic or likely not
to pose a problem, then you can mark the appraisal
“AS IS” but comment about the deficiency.

“The appraisal process is the lender’s tool for
determining if a property meets the minimum
requirements for eligibility standards for an FHA
insured mortgage. Underwriters bear primary
responsibility for determining eligibility; however,
the appraiser is the on-site representative for the
lender and provides preliminary verification that the
general acceptability criteria standards have been
met.”

6633..  WWhhaatt  ddooeess  HHUUDD  rreeqquuiirree  ttoo  bbee  iinn  aann  aapppprraaiissaall
rreeppoorrtt  wwhheenn  aa  nneeiigghhbboorrhhoooodd  iiss  ddeessccrriibbeedd  aass  hhaavviinngg
aann  oovveerrssuuppppllyy  ooff  aaccttiivvee  lliissttiinnggss??

See answer to question #60.

6644..  PPrreevviioouussllyy,,  HHUUDD  rreeqquuiirreedd  aa  ccoosstt  aapppprrooaacchh  ttoo
vvaalluuee  wwhheenn  aa  pprrooppeerrttyy  wwaass  ddeevveellooppeedd  wwiitthhiinn  tthhee  ppaasstt
ttwwoo  yyeeaarrss..  IIss  tthhiiss  ssttiillll  aa  rreeqquuiirreemmeenntt,,  oorr  iiss  tthhee
ddeevveellooppmmeenntt  ooff  tthhee  ccoosstt  aapppprrooaacchh  lleefftt  ttoo  tthhee
aapppprraaiisseerr’’ss  ddeecciissiioonn  aass  ttoo  wweeaatthheerr  iitt  iiss  rreelleevvaanntt  oorr
nnoott??  

HUD does not require the cost approach anymore.
However, if the subject property is new construction
(less than one year old), or the cost approach is
recognized in the market as the basis for pricing, the
appraiser may complete the cost approach.

HUD directs the appraiser to complete the cost
approach if the property: 
� is a unique property
� has specialized improvements
� is manufactured housing, or 
� client requests the cost approach to be
completed.

On a side note, the appraiser is always to state the
remaining economic life as a single number or as a
range. This must be completed for every FHA
appraisal, whether or not the cost approach is
completed. An explanation is required if the
remaining economic life is less than 30years.

6655..  IIff  aann  aapppprraaiisseerr  ccoommpplleetteess  tthhee  ccoosstt  aapppprrooaacchh,,  ddoo
tthheeyy  ssttiillll  uussee  ffoorrmm  11000077,,  oorr  hhaass  iitt  ttoooo  bbeeeenn
eelliimmiinnaatteedd??  
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The Marshall & Swift Square Foot Appraisal Form,
form 1007, has not been eliminated. It is still in use. 

In those instances where the cost approach is
employed, FHA feels the use of the newly revised
forms together with the guidance provided in
Appendix D is sufficient to produce an accurate and
adequately supported cost approach. 

6666..  DDooeess  HHUUDD  ssttiillll  rreeqquuiirree  tthhaatt  tthhee  uussee  ooff  ffuusseess  iinn  aann
eelleeccttrriiccaall  ppaanneell  bbee  iiddeennttiififieedd  iinn  tthhee  aapppprraaiissaall  rreeppoorrtt??

No, not unless they pose an electrical hazard or are
insufficient for the electrical needs of the home.

6677..  IIss  aa  wweellll  llooccaatteedd  iinn  tthhee  bbaasseemmeenntt  ookkaayy??  IIff  nnoott
aalllloowweedd  bbyy  FFHHAA,,  wwhhaatt  iiff  llooccaall  llaawwss  ppeerrmmiitt  iitt??  

An existing property, which is serviced by a well
located within the foundations walls of the dwelling,
is acceptable as security for FHA-insured financing
only when the local jurisdiction recognizes and
permits such a location. A well located within the
foundation walls of new construction is not
acceptable except in arctic or sub-arctic regions. 

6688..  DDooeess  tthhee  aapppprraaiisseerr  ddeetteerrmmiinnee  wwhhaatt  iinnssppeeccttiioonnss
aarree  rreeqquuiirreedd,,  oorr  ddooeess  tthhee  lleennddeerr  ddeetteerrmmiinnee  tthhaatt??  

Mortgagee Letter 2005-48 provides examples of
property conditions that will continue to require
automatic inspections. The appraiser should be
noting what inspections, if any, are customary for
the area, required by state or local law or
recommend based on observed property conditions.

Lenders must review the appraisal to determine
whether the appraiser has reported any property
conditions that affect the health and safety of the
occupants, or the security and the soundness of the
property, and must require immediate repair or
inspection where the property condition poses a
threat to these criteria. 

6699..  AArree  ooiill  ttaannkk  cceerrttiifificcaattiioonnss  ssttiillll  rreeqquuiirreedd  ffoorr
uunnddeerrggrroouunndd  ttaannkkss  wwiitthh  nnoo  eevviiddeennccee  ooff  ssuurrffaaccee
ccoonnttaammiinnaattiioonn??  

The presence of an underground storage tank (UST)
does not automatically trigger a certification. The
appraiser is to note if there is any surface evidence of
USTs. Further analysis or testing is required where
the appraiser notes any readily observable surface
evidence of leakage from a UST. If there is readily
observable evidence of on-site contamination, the
appraiser must make a requirement for further
inspection in the site section of the report. 

The lender should require further analysis in those
instances where a UST exists and the source of
heating fuel is other than that provided by the UST,

i.e. electric, natural gas, etc., to make sure the tank
has been properly abandoned. FHA defers to the
underwriter to employ prudent underwriting in
requiring any tests or certifications based on reported
property conditions. 

7700..  WWhheerree  ddooeess  tthhee  aapppprraaiisseerr  iinnsseerrtt  RReemmaaiinniinngg
EEccoonnoommiicc  LLiiffee  oonn  tthhee  ccoonnddoo  ffoorrmm  ttoo  ccoommppllyy  wwiitthh
FFHHAA  rreeppoorrttiinngg  rreeqquuiirreemmeennttss??  

It is to be entered in the Reconciliation section of the
form 1073 as a statement similar to that contained in
the cost approach section of the other three FHA-
approved forms — i.e. “Estimated Remaining
Economic Life ______ Years.” 

7711..  CCaann  yyoouu  pplleeaassee  pprroovviiddee  aa  ddeefifinniittiioonn  ooff  AAcccceessssoorryy
DDwweelllliinngg  UUnniitt??  

The accessory unit is defined as a habitable living
unit added to, created within or detached from a
single-family dwelling that provides the basic
requirements for living, sleeping, eating, cooking and
sanitation. Accessory Dwelling Units (ADUs) are
commonly understood to be a separate additional
living unit, including separate kitchen, sleeping and
bathroom facilities, attached or detached from the
primary residential unit, on a single-family lot.
ADUs are usually subordinate in size, location and
appearance to the primary unit and may or may not
have separate means of ingress or egress. Attached
units, contained within a single-family home, known
variously as “mother-in-law apartments,” are the
most common type of accessory dwelling unit. 

Accessory units usually involve the renovation of a
garage, basement, or small addition to a single family
home. If they generate income, they are not
considered accessory units, but a second unit.

7722..  IIff  tthhee  AAcccceessssoorryy  DDwweelllliinngg  iiss  oonn  aa  sseeppaarraattee  mmeetteerr,,
ddooeess  iitt  tthheenn  bbeeccoommee  aa  22--uunniitt  pprrooppeerrttyy??

An accessory dwelling unit may or may not have
separate services. However, Appendix D of the
4150.2 handbook states that “An accessory apartment
must be connected to the utilities (except telephone,
television and cable) of the dwelling unit and may
not have separate services.”

If the second unit is rented, it would be considered a
2-unit dwelling. The determination of whether or
not an ADU is a second unit will be made by the
appraiser in the site analysis section of the report
where zoning, highest and best use, and legal use are
addressed. 

7733..  TThhee  ssuubbjjeecctt  pprrooppeerrttyy  iiss  aann  uupp--aanndd--ddoowwnn  ttwwoo--uunniitt
ddwweelllliinngg  wwiitthh  ccoommmmoonn  uuttiilliittiieess..  TThhee  ttoopp  uunniitt  iiss
rreenntteedd..  DDoo  wwee  hhaavvee  aann  aacccceessssoorryy  uunniitt  oorr  aa  ssmmaallll
iinnccoommee  pprroodduucciinngg  pprrooppeerrttyy??  



HUD defines this as a two-unit dwelling which
would require the form 1025, the Small Residential
Income Property Appraisal Report. However, the
appraiser must determine if the two unit property is
legal or legal non-conforming based on zoning. If it
turns out to be illegal, it is not eligible for a FHA
insured mortgage.

7744..  IItt  wwaass  ssttaatteedd  tthhaatt  hhaannddrraaiillss  aanndd  ttrriipp  hhaazzaarrddss  aarree
ccoossmmeettiicc..  II  ddoonn’’tt  uunnddeerrssttaanndd!!  WWoouullddnn’’tt  tthheessee  iitteemmss
bbee  hheeaalltthh  aanndd  ssaaffeettyy  iissssuueess??  

The appraiser must always be mindful of health and
safety issues and report what is readily observable.
The missing handrails or trip hazards are property
conditions that no longer require automatic repair for
existing properties but should be reported by the
appraiser. In these instances, lender discretion and
prudent underwriting will determine whether or not
a repair is advisable. For example, a stairwell or
staircase comprised of eight (8) or nine (9) risers
without a handrail would probably pose a safety risk. 

7755..  AArree  pprriivvaattee  rrooaadd  mmaaiinntteennaannccee  aaggrreeeemmeennttss  ssttiillll
rreeqquuiirreedd??  

FHA is no longer requiring evidence of a joint
maintenance agreement, recorded or otherwise, but
still requires evidence of a permanent easement. The
appraiser should ask if a maintenance agreement
exists and comment on the condition of the private
road or lane, especially if it is in inferior condition. 

7766..  PPlleeaassee  ddeefifinnee  ““RReeaaddiillyy  OObbsseerrvvaabbllee..””  

“Readily observable” is defined as observations made
by the appraiser of conditions that are immediately
discernable and noticeable during the typical site
visit. The appraiser is not required to move furniture,
equipment or cause damage to the property.

7777..  WWhhaatt  iiff  II  aamm  uunnaabbllee  ttoo  ttaakkee  tthhee  rreeqquuiirreedd
pphhoottooggrraapphhss  ttoo  sshhooww  tthhee  ffrroonntt,,  rreeaarr  aanndd  ssiiddeess  ooff  tthhee
pprrooppeerrttyy  bbeeccaauussee  ooff  sshhrruubbbbeerryy,,  ttooppooggrraapphhyy,,  eettcc..??

The appraiser should make every attempt to take the
required photographs. If not possible, the appraiser
should so state on the appraisal report.

7788..  HHaannddbbooookk  44115500..22  rreeqquuiirreess  tthhaatt  tthhee  hheeaattiinngg
ssyysstteemm  mmuusstt  bbee  aabbllee  ttoo  mmaaiinnttaaiinn  5500  ddeeggrreeeess  iinn  aallll
aarreeaass  ccoonnttaaiinniinngg  pplluummbbiinngg  ssyysstteemmss  aanndd  tthhaatt  tthhee
ssyysstteemm  mmuusstt  bbee  iinnssttaalllleedd  iinn  aaccccoorrddaannccee  wwiitthh  tthhee
mmaannuuffaaccttuurreerr’’ss  rreeccoommmmeennddaattiioonnss..  HHooww  wwiillll  tthhee
aapppprraaiisseerr  kknnooww  tthhiiss??  

This requirement pertains only to dwellings that use
wood-burning stoves or solar systems. If the

appraiser is unable to make the necessary
determinations, he/she should so state on the URAR
form by making a condition requirement. The lender
may obtain a certification from a qualified firm that
the system is properly installed to clear the condition
requirement.

7799..  PPlleeaassee  ccllaarriiffyy  tthhee  rreeqquuiirreemmeennttss  ffoorr  lleeaadd--bbaasseedd
ppaaiinntt  rreeppaaiirrss  oonn  ccoonnddoommiinniiuumm  uunniittss..  

The lead-based paint requirements relate only to the
unit being appraised, not to the entire project.
Section 3-6A-17 of the Handbook will be revised to
reflect this correction. However, the appraiser should
always comment on the overall condition of the
condominium project.

8800..  WWhhyy  ccaann’’tt  aapppprraaiisseerrss  uussee  ccoommppaarraabblleess  oovveerr  1122
mmoonntthhss  oolldd,,  eessppeecciiaallllyy  iinn  rruurraall  aarreeaass  wwhheerree  iitt  iiss
ddiifffificcuulltt  ttoo  oobbttaaiinn  ccoommppaarraabblleess  tthhaatt  aarree  mmoorree  rreecceenntt??  

A sale over 12 months old is not acceptable in the
first three comparables. The appraiser should go to a
competing neighborhood. An older sale may be used
as a fourth or fifth comparable sale to supplement the
three comparables. However, the search must be
sufficient to capture comparables from the past 12
months.

8811..  PPlleeaassee  ggiivvee  uuss  iinnssttrruuccttiioonnss  oonn  rreevveerrssee  mmoorrttggaaggeess,,
iiff  aannyy  ddiiffffeerreenntt  ffrroomm  aa  rreegguullaarr  aapppprraaiissaall..  AAnnyy
ddiiffffeerreennccee  iinn  tthhee  aapppprraaiissaall  pprroocceessss,,  oorr  iiss  iitt  jjuusstt  tthhee
ddiiffffeerreennccee  iinn  tthhee  lleennddiinngg??  

Good question! At one time there was a difference
between the two programs regarding the appraisal
process. The 203B assignment use to require the
appraiser to identify all cosmetic repairs and
condition the appraisal accordingly. The reverse
mortgage assignment never required the appraiser to
report on cosmetic repairs. HUD has since removed
the requirement for reporting cosmetic repairs on
203B assignments. Other than that, there are
differences in the lending program itself which are
invisible to the appraiser.

8822..  MMyy  qquueessttiioonn  ppeerrttaaiinnss  ttoo  rruurraall  pprrooppeerrttiieess  wwiitthh
oouuttbbuuiillddiinnggss..  SSoommee  ooff  tthheessee  pprrooppeerrttiieess  hhaavvee  bbuuiillddiinnggss
tthhaatt  aarree  pprreettttyy  oolldd,,  hhaavvee  ttoonnss  ooff  ppaaiinntt  iissssuueess  eettcc..  OOnnee
tthhiinngg  II  hhaavvee  aallwwaayyss  ddoonnee  oonn  aa  ssaaffeettyy  ssiiddee  iiss  ttoo  hhaavvee
cciisstteerrnn  ((uunnddeerrggrroouunndd  wwaatteerr  ccoolllleeccttiioonn  vveesssseellss))  lliiddss
wweellddeedd  oorr  ppeerrmmaanneennttllyy  sseeccuurreedd  ddoowwnn..  

You are right on! Good job, but also remember that if
these out buildings contribute to the value of the
whole, then you need to identify any deficiencies
that they may have, especially pre-1978 paint.

FFHH
AA
  AA
pppp

rraa
iiss
iinn
gg  
11
0011

14



15

These FAQs are issued to clarify or illustrate FHA’s
appraisal reporting requirements and applicability on
valuation issues.

(Content updated January 24, 2007)

NNeeww  CCoonnssttrruuccttiioonn
11..  WWhhaatt  aarree  tthhee  nneeww  ccoonnssttrruuccttiioonn  ddooccuummeennttaattiioonn
rreeqquuiirreemmeennttss  ffoorr  aapppprraaiisseerrss  oonn  pprrooppeerrttiieess  9900%%  oorr
mmoorree  ccoommpplleettee??

Appendix D provides guidance for appraisers in the
performance of FHA appraisals. In those cases
involving new construction that is 90% or more
complete, including existing less than one year old,
the appraiser does not need the plans and specs to
perform an appraisal.

11aa..  WWhhaatt  aarree  tthhee  nneeww  ccoonnssttrruuccttiioonn  ddooccuummeennttaattiioonn
rreeqquuiirreemmeennttss  ffoorr  lleennddeerrss  oonn  nneeww  ccoonnssttrruuccttiioonn??

FHA has revised the list of architectural exhibits
needed for single-family properties one year old or
less excluding manufactured homes and
condominiums, which have separate requirements.
Per Mortgagee Letter 2006-33, lenders are not
required to obtain, retain or submit to FHA
construction plans and specifications, including:

• Plot Plan
• Floor Plan
• Exterior Elevations, Sections and Details
• Specifications, form HUD-92005 (Description of
Materials)

FHA does require the submission and retention of
the following documents for compliance review
purposes:

• Builder’s Certification of Plans, Specifications and
Site, form HUD-92541
• Builder’s Warranty, form HUD-92544 (on high
ratio loans that are greater than 90%).
• Building Permit and Certificate of Occupancy or 3
Compliance Inspections by an FHA Inspector
(Footing, Framing and Final) or 10-Year Warranty
and a Final Inspection by an FHA Inspector (refer to
ML 01-27)
• Wood Infestation Report, NPCA 99a and 99b
• Local Health Authority well water analysis or septic
report, where applicable

NOTE: If a property is 100% complete (existing

construction less than one year old), the lender
must obtain and retain the following documents:
• Builder’s Certification of Plans, Specifications
and Site, form HUD-92541
• Builder’s Warranty, form HUD-92544 (on high
ratio loans only)
• Wood Infestation Report, NPCA 99a and 99b
• Local Health Authority well water analysis or
septic report, where applicable

22..  IIss  tthhee  lleennddeerr  rreeqquuiirreedd  ttoo  mmaaiinnttaaiinn  aa  ccooppyy  ooff  tthhee
ppllaannss  aanndd  ssppeeccss  oonn  nneeww  ccoonnssttrruuccttiioonn,,  lleessss  tthhaann  11  yyeeaarr
oolldd,,  wwhheenn  aa  cceerrttiifificcaattee  ooff  ooccccuuppaannccyy  hhaass  nnoott  bbeeeenn
iissssuueedd??

No.

33..  WWhheenn  aa  pprrooppeerrttyy  iiss  ““UUnnddeerr  ccoonnssttrruuccttiioonn,,  mmoorree
tthhaann  9900%%  ccoommpplleettee  wwiitthh  oonnllyy  mmiinnoorr  fifinniisshh  wwoorrkk
rreemmaaiinniinngg……””,,  tthhee  aapppprraaiisseerr  iiss  iinnssttrruucctteedd  ttoo  ccoonnddiittiioonn
tthhee  aapppprraaiissaall  ““SSuubbjjeecctt  ttoo  tthhee  ffoolllloowwiinngg  RReeppaaiirrss  oorr
AAlltteerraattiioonnss””  WWhhoo  ddooeess  tthhee  fifinnaall  iinnssppeeccttiioonn,,  aann
IInnssppeeccttoorr  oorr  aann  AApppprraaiisseerr??

The final inspection may be completed by anyone
the lender selects for those cases processed under the
guidance of ML 01-27 (Lender to Certify); otherwise,
the final inspection must be done by a FHA fee
inspector.

WWoooodd  DDeessttrrooyyiinngg  IInnsseeccttss  //
TTeerrmmiitteess
11..  AArree  tteerrmmiittee  rreeppoorrttss  ffoorr  hhoommeess  llooccaatteedd  iinn  ssoouutthheerrnn
ssttaatteess  ssttiillll  aauuttoommaattiiccaallllyy  rreeqquuiirreedd??

FHA no longer mandates automatic inspections for
wood destroying insects or organisms in existing
properties (over one year old). However, pest
inspections are required if, there is evidence of active
infestation, it is mandated by the state or local
jurisdiction, it is customary to area, or at the lender’s
discretion. Prudent underwriting would dictate an
inspection in areas prone to wood destroying insects
or organisms.

22..  MMaannyy  aarreeaass  ooff  tthhee  ccoouunnttrryy  aarree  tteerrmmiittee  pprroonnee..  DDooeess
tthhee  aapppprraaiisseerr  aaddddrreessss  iitt  oonn  aa  ffoorrmm  oorr  ddooeess  tthhee
uunnddeerrwwrriitteerr  ccaallll  iitt  oouutt  oonn  tthhee  ccoonnddiittiioonnaall
ccoommmmiittmmeenntt??

The appraiser is instructed report any evidence of
infestation in the “improvements section” of the

HUD’s frequently asked 
appraisal questions



appraisal report under “foundation” by simply
marking the evidence of infestation box. The box is
checked only if there is evidence of infestation
which may include the appraiser noting a prior
treatment. FHA requires a clear pest inspection
report on Wood Destroying Insects/Organisms only
if there is evidence of active infestation, it is
mandated by the state or local jurisdiction, is
customary to the area, or at the lender’s discretion.

33..  MMoorrttggaaggeeee  LLeetttteerr  22000055--4488  ssttaatteess  tthhaatt  aa  tteerrmmiittee
iinnssppeeccttiioonn  iiss  nnoo  lloonnggeerr  aauuttoommaattiiccaallllyy  rreeqquuiirreedd  uunnlleessss
tthheerree  iiss  eevviiddeennccee  ooff  aaccttiivvee  iinnffeessttaattiioonn,,  iitt  iiss  mmaannddaatteedd
bbyy  tthhee  ssttaattee  oorr  llooccaall  jjuurriissddiiccttiioonn,,  iiss  ccuussttoommaarryy  ttoo  tthhee
aarreeaa,,  oorr  aatt  tthhee  lleennddeerr’’ss  ddiissccrreettiioonn..  CCaann  yyoouu  pprroovviiddee
mmoorree  ccllaarriifificcaattiioonn  ooff  eexxaaccttllyy  hhooww  lleennddeerrss  sshhoouulldd
aappppllyy  ““ccuussttoommaarryy  ttoo  tthhee  aarreeaa??””

“Customary to the area” would be driven by local
market practices such as incorporating provisions
addressing termite or wood destroying organisms in
the standard real estate sales contract in termite
prone areas or where the potential of infestation
exists, or local requirements such as states requiring
the use of their own- wood destroying
insects/organism form.

Lender discretion and prudent underwriting is key to
properly evaluating the risk associated with a
property’s condition including its geographic
location. Lenders may refer to the TIPS (termite
infestation probability) zone and use that
information as one of the tools in their
determination of whether or not to require a pest
inspection.

The Termite Infestation Probability (TIP) Zones
(available on-line at the following URL:
http://www.npmapestworld.org/HUD.asp ) provide a
valuable resource for lenders to have familiarity with
the geographic areas in which they process and
underwrite loans. The TIP zones are based on a copy
of the International Residential Code map showing
areas of termite infestation, prepared by the US
Forest Service.

44..  WWiillll  rreeppaaiirrss  tthhaatt  aarree  nnooww  ccoonnssiiddeerreedd  ““mmiinnoorr””  aallssoo
bbee  ccoonnssiiddeerreedd  ““mmiinnoorr””  iiff  lliisstteedd  oonn  tthhee  tteerrmmiittee  rreeppoorrtt??
CCaann  tthhee  uunnddeerrwwrriitteerr  wwaaiivvee  tthhoossee  ccoonnddiittiioonnss  lliisstteedd  oonn
tthhee  tteerrmmiittee  rreeppoorrtt  ttoo  ccooiinncciiddee  wwiitthh  tthhee  UURRAARR??

The appraiser will report what is readily observable
during their visit to the property. Waiving any
repairs noted on a termite report, which may or may
not have been noted in the appraisal, should be
evaluated on a case-by-case basis by the underwriter
based on the nature and degree of deterioration
noted in the termite report.

UUttiilliittiieess  --  WWeellll  aanndd  SSeeppttiicc

11..  IIss  tthhee  aapppprraaiisseerr  ssttiillll  rreeqquuiirreedd  ttoo  rreeppoorrtt  wweellll,,  sseeppttiicc
aanndd  pprrooppeerrttyy  lliinnee  ddiissttaanncceess  oonn  aann  aaddddeenndduumm  ttoo  tthhee
UURRAARR  oorr  iiss  tthhiiss  oonnllyy  rreeqquuiirreedd  wwhheenn  pprroobblleemmss  aarree
nnootteedd??  HHooww  iiss  tthhee  lleennddeerr  ttoo  ddeetteerrmmiinnee  iiff  tthheessee
ddiissttaannccee  rreeqquuiirreemmeennttss  aarree  mmeett  iiff  tthhee  aapppprraaiisseerr  iiss  nnoott
rreeqquuiirreedd  ttoo  iiddeennttiiffyy??

The appraiser is not required to sketch the distances
between the well and septic, however, he or she
should be mindful of FHA’s minimum distance
requirements between private wells and sources of
pollution (septic systems) in the performance of FHA
appraisals; and, if discernible, comment on them.
Prudent appraisal practice would have the appraiser
requesting a copy of a survey from the homeowner,
if available.

If the appraisal notes a distance issue it could be
potential for contamination. If the appraisal notes
any adverse site conditions, that may warrant further
inspections or due diligence. In either case, it is the
lender’s decision as to whether a qualified third party
should map the distances and/or require testing for
compliance with local or state requirements, or, in
their absence, FHA requirements. Appraisers are
expected to have geographic competency, which
would include familiarity with local or customary
inspection requirements. Local or customary
requirements should be noted within the appropriate
area of the appraisal report. However, the decision to
require a test, certification or inspection, other than
what is automatically required as noted in ML 2005-
48, is made by the lender and FHA requires the
lender to be familiar with the market areas in which
they lend.

22..  IIss  iitt  mmaannddaattoorryy  ffoorr  aa  wweellll//sseeppttiicc  rreeppoorrtt  ttoo  sshhooww
ddiissttaannccee  ttoo  lloott  lliinneess??

There is no standardized well/septic report and its
contents would typically be determined by what is
requested. If a lender determines that there is a need
to confirm distances between well and septic
systems, or lot lines, then the lender would
specifically request that a qualified third party
measure such distances.

33..  IIff  aa  wwaatteerr  tteesstt  iiss  rreeqquuiirreedd,,  wwhhaatt  tteessttss  aarree  iinncclluuddeedd??
FFHHAA  rreeqquuiirreedd  tteessttss  ((pprree--22000066))  ffoorr  fifivvee  ccoonnttaammiinnaannttss..
IIff  llooccaall//ssttaattee  ddooeess  nnoott  rreeqquuiirree  tteessttiinngg  ooff  tthhee  fifivvee
ccoonnttaammiinnaannttss,,  ccaann  wwee  jjuusstt  ddoo  wwhhaatt  tthhee  ssttaattee//llooccaall
aauutthhoorriittiieess  rreeqquuiirree??

For existing properties, FHA will defer to the testing
requirements of the local jurisdiction and will not
add additional contaminant level testing to that
required by the local jurisdiction.

If the local authority does not have any
requirements, the maximum contaminant levels
established by the Environmental Protection Agency
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(EPA) apply.

44..  AArree  dduugg  wweellllss  aacccceeppttaabbllee??  AArree  tthheerree  aannyy  cchhaannggeess
wwiitthh  tthhee  nneeww  gguuiiddeelliinneess??

Properties served by dug wells are unacceptable
unless a complete survey conducted by an engineer is
delivered to the lender. To be considered acceptable,
the engineer’s survey must include these items:

i. A health report with no qualifications
ii. A pump test indicating a flow of at least 3-5
gallons per minute supply for an existing well, and
5 gallons per minute for a new well
iii. No indication of exposure to environmental
contamination, mechanical chlorination or
anything else that adversely affects health and
safety.

55..  IIss  aa  wweellll  llooccaatteedd  iinn  tthhee  bbaasseemmeenntt  ookkaayy??  IIff  nnoott
aalllloowweedd  bbyy  FFHHAA,,  wwhhaatt  iiff  llooccaall  llaawwss  ppeerrmmiitt  iitt??

An existing property, which is serviced by a well
located within the foundations walls of the dwelling,
is acceptable as security for FHA-insured financing
only when the local jurisdiction recognizes and
permits such a location. A well located within the
foundation walls of new construction is not
acceptable except in arctic or sub-arctic regions.

66..  WWiillll  tthhee  UUnnddeerrwwrriitteerr  ccaallll  oouutt  ffoorr  aa  sseeppttiicc
iinnssppeeccttiioonn  wwhheenn  tthhee  pprrooppeerrttyy  iiss  vvaaccaanntt??

Septic testing is to be governed by state or local
requirements; however, the appraiser must note any
readily observable deficiencies regarding the septic
system and its surrounding area.

If there are obvious or readily observable signs of
system failure, the appraiser is to “require inspection”
to ensure that the system is in proper working order.
In those instances where a subject property is vacant
FHA defers to the underwriter to employ prudent
underwriting in requiring any tests or certifications
based on reported property conditions including
property vacancy.

77..  DDooeess  FFHHAA  hhaavvee  aa  lliisstt  ooff  tthhee  ssttaattee  aanndd  llooccaall
ggoovveerrnnmmeennttss  tthhaatt  mmaayy  rreeqquuiirree  wweellll  aanndd  sseeppttiicc  tteessttss??

FHA does not maintain a list of states or local
jurisdictions that require well and/or septic testing.
The decision to require a test, certification or
inspection, other than what is automatically required
as noted in ML 2005-48, is made by the lender.

88..  IIff  hhooookk--uupp  ttoo  ppuubblliicc  wwaatteerr  iiss  aavvaaiillaabbllee,,  mmuusstt  tthhee
hhoommeeoowwnneerr  ddoo  iitt??

The appraiser is required to report on the availability
of connection to public and/or community

water/sewer systems. The lender is responsible for
the determination of the feasibility for requiring
connection.

99..  HHooww  wwoouulldd  sshhaarreedd  wweellll  aaggrreeeemmeennttss  bbee  ttrreeaatteedd??

Wells shared by up to four properties are acceptable
provided that there is an acceptable legal agreement
between the property owners, the quality of the
water is found acceptable, there is sufficient capacity,
and it is in accordance with local well codes. A
shared well must have a shared well agreement and
shall be binding upon signatory parties and their
successors in title.

IInnssppeeccttiioonnss  &&  CCeerrttiifificcaattiioonnss
11..  DDooeess  tthhee  aapppprraaiisseerr  ddeetteerrmmiinnee  wwhhaatt  iinnssppeeccttiioonnss  aarree
rreeqquuiirreedd  oorr  ddooeess  tthhee  lleennddeerr  ddeetteerrmmiinnee  tthhaatt??

Mortgagee Letter 2005-48 provides examples of
property conditions that will continue to require
automatic inspections. The appraiser should be
noting what inspections, if any, are customary for
the area, required by state or local law, or that are
recommend based on observed property conditions.

Lenders must review the appraisal to determine
whether the appraiser has reported any property
conditions that affect the health and safety of the
occupants, or the security and the soundness of the
property, and must require immediate repair or
inspection where the property condition poses a
threat to these criteria.

22..  AArree  ooiill  ttaannkk  cceerrttiifificcaattiioonnss  ssttiillll  rreeqquuiirreedd  ffoorr
uunnddeerrggrroouunndd  ttaannkkss  wwiitthh  nnoo  eevviiddeennccee  ooff  ssuurrffaaccee
ccoonnttaammiinnaattiioonn??

The presence of an underground storage tank (UST)
does not automatically trigger a certification. The
appraiser is to note if there is any surface evidence of
USTs. Further analysis or testing is required where
the appraiser notes any readily observable surface
evidence of leakage from a UST. If there is readily
observable evidence of on-site contamination, the
appraiser must make a requirement for further
inspection in the site section of the report.
The lender should require further analysis in those
instances where a UST exists and the source of
heating fuel is other than that provided by the UST,
i.e. electric, natural gas, etc., to make sure the tank
has been properly abandoned. FHA defers to the
underwriter to employ prudent underwriting in
requiring any tests or certifications based on reported
property conditions.

33..  AArree  CCIIRR’’ss  ssttiillll  ggooiinngg  ttoo  bbee  uusseedd  ffoorr  vveerriifificcaattiioonn  tthhaatt
rreeppaaiirrss  hhaavvee  bbeeeenn  ccoommpplleetteedd??

SSiinnccee  tthhee  aapppprraaiisseerr  iiss  ccoommmmeennttiinngg  oonn  tthhee  ccoonnddiittiioonn



ooff  tthhee  pprrooppeerrttyy,,  aanndd  tthhee  lleennddeerr  iiss  tthhee  oonnee  ccaalllliinngg  ffoorr
tthhee  rreeppaaiirrss,,  pplleeaassee  ccllaarriiffyy  wwhhaatt  wwiillll  bbee  uusseedd  ffoorr
eevviiddeennccee  tthhaatt  wwoorrkk  hhaass  bbeeeenn  ccoommpplleetteedd..

The Compliance Inspection Report (CIR), form
HUD-92051, will be used by the appraiser to report
whether or not required repairs have been
completed. If the lender required a repair as the
result of an inspection, or through information
obtained other than the appraisal, the lender may use
whatever they deem appropriate to document
compliance with inspection or certification
requirements.

44..  IIss  aann  eennggiinneeeerr’’ss  rreeppoorrtt  ((cceerrttiifificcaattiioonn))  ssttiillll  rreeqquuiirreedd
ffoorr  mmaannuuffaaccttuurreedd  hhoommeess??

Yes, the engineer’s certification of the foundation’s
compliance with HUD/FHA criteria is required for
all manufactured homes in order to become eligible
for Title II insurance.

If the manufactured home is proposed, an engineer
must design a site-specific foundation that complies
with the Permanent Foundations Guide for
Manufactured Housing (PFGMH). For existing
manufactured homes already installed on a
permanent foundation and in cases where the plans
and specifications used to construct the permanent
foundation are not available, an engineer must
inspect the site and foundation to confirm that the
design and construction of foundation is in
compliance with the PFGMH.

55..  WWhhoo  ccoommpplleetteess  aa  fifinnaall  iinnssppeeccttiioonn??  IIss  aa  fifinnaall
rreeqquuiirreedd??  DDooeess  tthhee  aapppprraaiissaall  ccoonnssttiittuuttee  aa  fifinnaall??  WWiillll
tthhee  lleennddeerr’’ss  cceerrttiifificcaattiioonn  oonn  tthhee  9922990000--AA,,  ppaaggee  33
ssuufffificcee  ffoorr  aa  fifinnaall  iinnssppeeccttiioonn??

If there is a Bldg Permit and CO is a final required?
The final inspection may be completed by anyone
the lender selects for those cases processed under the
guidance of ML 01-27 (Lender to Certify), otherwise
the final inspection must be done by an FHA fee
inspector. Under these scenarios the lender’s
certification provided via form HUD-92900-A would
suffice as a final inspection.

The appraisal may constitute a final for a newly
constructed property that is 100% complete on the
date the appraiser visits the property, however, page
3 of form HUD-92900-A is still required to certify
completion and compliance with HUD requirements
and local building code.

66..  CCaann  yyoouu  ccoonnfifirrmm  mmyy  uunnddeerrssttaannddiinngg  aass  ttoo  wwhheetthheerr
oorr  nnoott  tthhee  DDEE  UUnnddeerrwwrriitteerr  hhaass  tthhee  aauutthhoorriittyy  ttoo
wwaaiivvee  ccoossmmeettiicc  rreeppaaiirrss  iiff  tthheeyy  aarree  lliisstteedd  oonn  tthhee
aapppprraaiissaall  rreeppoorrtt??  IIff  ssoo,,  ddooeess  tthhee  DDEE  UUnnddeerrwwrriitteerr  nneeeedd
ttoo  fifillll  oouutt  aa  ssppeecciifificc  ffoorrmm  oorr  jjuusstt  lleeaavvee  tthhee  rreeppaaiirrss  ooffff
ooff  tthhee  CCoonnddiittiioonnaall  CCoommmmiittmmeenntt??

Please refer to Handbook 4000.4 Rev-1 (3-3G.) “ The
underwriter may also add comments or corrections
to modify or amend the report by using the “Direct
Endorsement Underwriter/HUD Reviewer Analysis
of Appraisal” form (see Appendix 15). Comments or
corrections must be supported by HUD valuation
policy and adequately documented. This includes the
adjusting of value, the removal or addition of repair
requirements, and the overall determinations of
property approval and rejection, etc”.

CCoosstt  AApppprrooaacchh
11..  WWhheenn  iiss  tthhee  ccoosstt  aapppprrooaacchh  iiss  rreeqquuiirreedd  ffoorr  aann  FFHHAA
aapppprraaiissaall??

The cost approach is required when the subject is a
unique property, has specialized improvements, is
new manufactured housing (initial sale from
manufacturer), or the client requests the Cost
Approach be completed. The square foot method is
to be used and addressed in the Cost Approach
section of the applicable appraisal reporting form.

22..  IIff  aann  aapppprraaiisseerr  ccoommpplleetteess  tthhee  ccoosstt  aapppprrooaacchh,,  ddoo
tthheeyy  ssttiillll  uussee  ffoorrmm  11000077  oorr  hhaass  iitt  ttoooo  bbeeeenn
eelliimmiinnaatteedd??

The Marshall & Swift Square Foot Appraisal Form,
form 1007, has not been eliminated. It is still in use.

In those instances where the cost approach is
employed, FHA feels the use of the newly revised
forms together with the guidance provided in
Appendix D is sufficient to produce an accurate and
adequately supported cost approach.

Be mindful that the form 1007 may be required for
use by those HOCs with jurisdictions having
properties eligible for an FHA-insured mortgage
under:

1) HUD/FHA’s Section 248 program on Tribal
Trust land or
2) HUD’s Office of Native American Program
(HUD/ONAP) Section 184 on Tribal Trust, or
3) Homestead lease granted by the Department of
Hawaiian Home Lands covering a one - to four -
family residence located on Hawaiian home
lands.

3. Where does the appraiser insert Remaining
Economic Life on the condo form to comply with
FHA reporting requirements?

It is to be entered in the Reconciliation section of the
form 1073 as a statement similar to that contained in
the cost approach section of the other three FHA
approved forms, i.e. “Estimated Remaining Economic
Life ______ Years.”
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PPrrooppeerrttyy  TTyyppee  oorr  PPrrooggrraamm  AArreeaa
11..  CCaann  yyoouu  pplleeaassee  pprroovviiddee  aa  ddeefifinniittiioonn  ooff  AAcccceessssoorryy
DDwweelllliinngg  UUnniitt??

The accessory unit is defined as a habitable living
unit added to, created within, or detached from a
single-family dwelling that provides the basic
requirements for living, sleeping, eating, cooking,
and sanitation. Accessory Dwelling Units (ADUs) are
commonly understood to be a separate additional
living unit, including separate kitchen, sleeping, and
bathroom facilities, attached or detached from the
primary residential unit, on a single-family lot.
ADUs are usually subordinate in size, location, and
appearance to the primary unit and may or may not
have separate means of ingress or egress. Attached
units, contained within a single-family home, known
variously as “mother-in-law apartments,” are the
most common type of accessory dwelling unit.

Accessory units usually involve the renovation of a
garage, basement, or small addition to a single-family
home. If they generate income, they are not
considered accessory units, but a 2nd unit.

22..  IIff  tthhee  AAcccceessssoorryy  DDwweelllliinngg  iiss  oonn  aa  sseeppaarraattee  mmeetteerr,,
ddooeess  iitt  tthheenn  bbeeccoommee  aa  22--uunniitt  pprrooppeerrttyy??

An accessory dwelling unit may or may not have
separate services. If the second unit were rented it
would be considered a 2-unit dwelling. The
determination of whether or not an ADU is a second
unit will be made by the appraiser in the site analysis
section of the report where zoning, highest and best
use, and legal use are addressed.

33..  TThhee  ssuubbjjeecctt  pprrooppeerrttyy  iiss  aann  uupp  aanndd  ddoowwnn  ttwwoo--uunniitt
ddwweelllliinngg  wwiitthh  ccoommmmoonn  uuttiilliittiieess..  TThhee  ttoopp  uunniitt  iiss
rreenntteedd..  DDoo  wwee  hhaavvee  aann  aacccceessssoorryy  uunniitt  oorr  aa  ssmmaallll
iinnccoommee  pprroodduucciinngg  pprrooppeerrttyy??

As described, it is a two-unit dwelling which would
require the form 1025, the Small Residential Income
Property Appraisal Report.

44..  IIff  tthheerree  iiss  aa  mmaannuuffaaccttuurreedd  hhoommee  oonn  tthhee  pprrooppeerrttyy,,
ddooeess  iitt  hhaavvee  ttoo  mmeeeett  FFHHAA  ssttaannddaarrddss  iiff  iitt  iiss  oonnllyy  bbeeiinngg
uusseedd  ffoorr  ssttoorraaggee  oorr  hhaass  aa  ffaammiillyy  mmeemmbbeerr  lliivviinngg  iinn  iitt,,
bbuutt  iiss  NNOOTT  ppaayyiinngg  rreenntt??

If the manufactured home being used for storage is
not in compliance with FHA requirements; does not
pose any health and safety issues by its continued
presence on the property; is in compliance with the
regulations of local jurisdiction; and is not
functioning as a living unit (kitchen rendered
inoperable), then the property could be eligible for
FHA-insured financing, assuming all other site and
property improvements are in compliance with FHA

standards. If the appraiser places value on the
manufactured home, the value can only be
contributory value as a storage or accessory building
and not as a living unit.

If the manufactured home is used as a living unit and
is not in compliance with FHA requirements, the
property is not eligible for FHA-insured financing
unless the manufactured home is removed from the
property.

55..  IInn  HHaawwaaiiii  aanndd  FFlloorriiddaa  iitt  iiss  qquuiittee  ccoommmmoonn  ttoo  hhaavvee
ttwwoo--uunniitt  pprrooppeerrttiieess  wwhheerree  tthheerree  aarree  ttwwoo  ssiinnggllee
ffaammiillyy  ((uunnaattttaacchheedd))  hhoommeess  oonn  oonnee  pprrooppeerrttyy??  WWee
hhaavvee  bbeeeenn  ttoolldd  tthhaatt  HHUUDD  ddeenniieess  tthhiiss  ttyyppee  ooff  pprrooppeerrttyy
eevveenn  tthhoouugghh  tthheeyy  hhaavvee  aa  hhiigghh  vvaalluuee..  WWiillll  HHUUDD  ssttaarrtt
ttoo  ccoonnssiiddeerr  tthheessee  ttyyppeess  ooff  pprrooppeerrttiieess  wwiitthh  rreeggaarrdd  ttoo
HHEECCMM  llooaannss??

FHA does accept two unit properties comprised of
two detached or unattached dwellings on one
property provided it is a single real estate entity
having a legal use.

66..  AArree  HHEECCMM  ((HHoommee  EEqquuiittyy  CCoonnvveerrssiioonn  MMoorrttggaaggee))
aapppprraaiissaallss  ddiiffffeerreenntt  ffrroomm  ““rreegguullaarr””  FFHHAA  aapppprraaiissaallss??

No. The appraisal reporting requirements are the
same for the HECM as they are for regular FHA
loans.

LLeennddeerr  CCoonncceerrnnss
11..  WWhhaatt  iiss  tthhee  rreeqquuiirreemmeenntt  ffoorr  aa  bboorrrroowweerr  ttoo  ggeett  aa
ccooppyy  ooff  tthhee  CCoonnddiittiioonnaall  CCoommmmiittmmeenntt??

The Conditional Commitment form HUD 92800.5B
or a copy of the appraisal is to be provided to the
borrower at or before loan closing.

22..  CCaann  tthhee  DDEE  UUnnddeerrwwrriitteerr  hhiigghhlliigghhtt  tthhee  rreeqquuiirreedd
rreeppaaiirrss  oonn  tthhee  aapppprraaiissaall  iiff  tthheeyy  wwrriittee  oonn  tthhee
ccoonnddiittiioonnaall  ccoommmmiittmmeenntt  ––  ““  sseeee  aattttaacchheedd  aapppprraaiissaall””
oorr  ddoo  tthhee  rreeqquuiirreedd  rreeppaaiirrss  hhaavvee  ttoo  bbee  lliisstteedd  oonn  tthhee
CCoonnddiittiioonnaall  CCoommmmiittmmeenntt??

The DE Underwriter can highlight the required
repairs or inspection conditions noted in the
appraisal and write the notation “see attached
appraisal” on the Conditional Commitment form or
they may list the required repairs, alterations or
inspection on form HUD-92800.5B (Conditional
Commitment Direct Endorsement Statement of
Appraised Value).

33..  IItt  wwaass  ssttaatteedd  tthhaatt  hhaannddrraaiillss  aanndd  ttrriipp  hhaazzaarrddss  aarree
ccoossmmeettiicc..  II  ddoonn’’tt  uunnddeerrssttaanndd!!  WWoouullddnn’’tt  tthheessee  iitteemmss
bbee  hheeaalltthh  aanndd  ssaaffeettyy  iissssuueess??

The appraiser must always be mindful of health and
safety issues and report what is readily observable.



The missing handrails or trip hazards are property
conditions that no longer require automatic repair
for existing properties but should be reported by the
appraiser. In these instances, lender discretion and
prudent underwriting will determine whether or not
a repair is advisable. For example, a stairwell or
staircase comprised of eight (8) or nine (9) risers
without a handrail would probably pose a safety risk.

44..  IIff  ccoonnddiittiioonnss  oorr  pphhyyssiiccaall  ddeefificciieenncciieess  aarree  ffoouunndd,,  aarree
rreeppaaiirr  eessttiimmaatteess  ssttiillll  rreeqquuiirreedd  oonn  aallll  iitteemmss??

Repair estimates are required for those items that
may represent a risk to the health and safety of the
occupants, the soundness or structural integrity of
the property. The appraiser must indicate the extent
of repairs and note this in the appropriate section of
the appraisal, or in the “additional comments”
section, or in an addendum. The estimated cost to
cure is noted together with the required repairs.

55..  NNootteedd  lleeaadd  bbaasseedd  ppaaiinntt  ssttiillll  sseeeemmss  ttoo  bbee  aann  iissssuuee
tthhaatt  iiss  uunncclleeaarr  iinn  tthhee  mmiinnddss  ooff  ssoommee  aapppprraaiisseerrss  aanndd
lleennddeerrss..  SShhoouulldd  tthhee  lleennddeerr  aauuttoommaattiiccaallllyy  ccaallll  ffoorr
ppaaiinnttiinngg  oonnllyy  iiff  tthhee  hhoommee  iiss  pprree--11997788,,  oorr  sshhoouulldd
ffuurrtthheerr  mmeeaassuurreess  bbee  ttaakkeenn  iinn  aallll  ccaasseess??

Page 6 of Appendix D states, “For any home built
prior to 1978, check for evidence of defective paint
surfaces, including: peeling, scaling or chipping
paint. For all FHA insured properties, correction is
required to all defective paint surfaces in or on
structures and/or property improvements built
before January 1, 1978 in accordance with 24 CFR
Part 35.” The appraiser is further instructed to
provide a detailed description and identify the exact
location of any deficiency under “physical
deficiencies” affecting livability. The appraiser is
required to condition the appraisal on the “repair” of
any noted lead based paint deficiencies.

As noted in mortgagee letter 2005-48, defective
exterior paint surfaces in homes constructed post-
1978 where the finish is otherwise unprotected will
require automatic repair.

66..  AArree  pprriivvaattee  rrooaadd  mmaaiinntteennaannccee  aaggrreeeemmeennttss  ssttiillll
rreeqquuiirreedd??

FHA is no longer requiring evidence of a joint
maintenance agreement, recorded or otherwise, but
still requires evidence of a permanent easement. The
appraiser should ask if a maintenance agreement
exists and comment on the condition of the private
road or lane, especially if it is in inferior condition.

77..  PPlleeaassee  ddiissccuussss  tthhee  oonnggooiinngg  ttrreeaattmmeenntt  ooff  ggaarraaggee
ddoooorr  ooppeenneerrss  tthhaatt  ddoonn’’tt  rreevveerrssee  wwiitthh  pprreessssuurree..  WWhhaatt
aabboouutt  tthhee  sseennssoorr  bbeeaamm  tthhaatt  ssttooppss  tthhee  ddoooorr  wwhheenn
ssoommeetthhiinngg  bbrreeaakkss  ddoowwnn??

FHA no longer requires repair of a garage door
opener; however, appraisers should be mindful that
local requirements may require repair.

88..  PPaaggee  DD--33  ooff  tthhee  nneeww  aappppeennddiixx  DD::  VVaalluuaattiioonn
PPrroottooccooll,,  SSiittee  HHaazzaarrddss  aanndd  NNuuiissaanncceess,,  ssttaatteess  tthhaatt  tthhee
aapppprraaiisseerr  mmuusstt  nnoottee  aanndd  ccoommmmeenntt  oonn  rreessiiddeennttiiaall
ssttrruuccttuurreess  llooccaatteedd  wwiitthhiinn  tthhee  ffaallll  ddiissttaannccee  ooff  hhiigghh--
vvoollttaaggee  ttrraannssmmiissssiioonn  lliinnee....,,  eettcc..  TThhee  HHOOCC  RReeffeerreennccee
GGuuiiddee  ssttaatteess  iinn  ppaarrtt  ““IIff  tthhee  ddwweelllliinngg  oorr  rreellaatteedd
pprrooppeerrttyy  iimmpprroovveemmeennttss  iiss  llooccaatteedd  wwiitthhiinn  ssuucchh  aann
eeaasseemmeenntt,,  tthhee  DDEE  UUnnddeerrwwrriitteerr  mmuusstt  oobbttaaiinn  aa  lleetttteerr
ffrroomm  tthhee  oowwnneerr  oorr  ooppeerraattoorr  ooff  tthhee  ttoowweerr  iinnddiiccaattiinngg
tthhaatt  tthhee  ddwweelllliinngg  aanndd  iittss  rreellaatteedd  pprrooppeerrttyy
iimmpprroovveemmeennttss  aarree  nnoott  llooccaatteedd  wwiitthhiinn  tthhee  ttoowweerr’’ss
((eennggiinneeeerreedd))  ffaallll  ddiissttaannccee  iinn  oorrddeerr  ttoo  wwaaiivvee  tthhiiss
rreeqquuiirreemmeenntt..””  IItt  iiss  ttrruuee  tthhaatt  iiff  tthhee  ddwweelllliinngg  aanndd
rreellaatteedd  iimmpprroovveemmeennttss  aarree  llooccaatteedd  oouuttssiiddee  tthhee
eeaasseemmeenntt  tthheenn  tthhee  pprrooppeerrttyy  iiss  eelliiggiibbllee  ffoorr  FFHHAA  aanndd
nnoo  ffuurrtthheerr  aaccttiioonn  iiss  rreeqquuiirreedd..  IIss  tthhiiss  ssttiillll  ccoorrrreecctt??

Yes, if a living unit is located outside the easement
then the property is eligible for FHA financing.
However, the appraiser is instructed to note and
comment on the effect on marketability resulting
from the proximity to such site hazards and/or
nuisances.

99..  HHooww  lloonngg  mmuusstt  tthhee  rreemmaaiinniinngg  eeccoonnoommiicc  lliiffee  bbee  ffoorr
aa  hhoommee  ttoo  bbee  eelliiggiibbllee  ffoorr  FFHHAA  fifinnaanncciinngg??

The term of the mortgage must be supported by the
estimated remaining economic life.

1100..  DDooeess  tthhee  aapppprraaiisseerr  nneeeedd  ttoo  ssttaattee  tthhee  rreemmaaiinniinngg
eeccoonnoommiicc  lliiffee  oorr  jjuusstt  eeffffeeccttiivvee  aaggee??

The appraiser is required to state the Remaining
Economic Life as a single number or as a range. It
must be provided for every FHA appraisal whether
or not the cost approach is completed. An
explanation is required if the remaining economic
life is less than 30 years. Rejection may also be
appropriate if the future economic life of the
property is shortened by obvious and compelling
pressure to a higher use, making a long-term
mortgage impractical. The appraiser must explain
their analysis of the factors considered in estimating
the remaining economic life.

The appraiser is also required to enter the effective
age of the improvements. A range is acceptable. The
effective age reflects the condition of a property
relative to similar competitive properties. The
effective age may be greater than, less than or equal
to the actual age. Any significant difference between
the actual and effective ages requires an explanation
in the “condition of property” comments section.
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