4150. 2
1 SELECTI ON OF APPRAI SER

1-0 | NTRODUCTI ON

The success of the FHA i nsurance programand HUD s ability
to protect its financial interest begins with selecting
qual i fied and know edgeabl e apprai sers. This chapter
presents the mninum requirenents that appraisers nust neet
to be placed on the FHA Register.

1-1 FHA REQ STER

The FHA Register lists appraisers who are eligible to
perform FHA single-famly appraisals. To conduct an
apprai sal for FHA i nsurance endorsenent, the appraiser nust
be on the FHA Regi ster

Appr ai ser Apprai ser HUD Appr ai ser
achi eves appl i es revi ews pl aced on
necessary to HUD application FHA Regi ster

credential s

A APPRAI SER CREDENTI ALS
To be eligible for placenent on the FHA Register, all
apprai sers nust be state-licensed or state-certified and
nmust not be listed on any of these:

0 GSA' s Suspensi on and Debarnment List (the governnent -
wide list of parties excluded from federal procurenent
Oor non-procurenent prograns)

0 HUD s Linited Denial of Participation List
0 HUD s Credit Alert Interactive Voice Response System
( CAl VRS)

To be eligible to performappraisals for FHA, the appraiser
nmust al so pass a HUD// FHA test on apprai sal nethods and
reporting, which focuses on applied know edge of the new
Handbook 4150.2 .

A uni formnational examination will be available June 1,
1999. The exanmination contains fifty questions in a
nmultiple-choice format. The test will be adm nistered by a
nati onal provider and the cost paid by the appraiser
Apprai sers currently on the FHA Register will be
grandf at hered until January 30, 2000.

B. REG STER APPLI CATI ON PROCESS

The application process is the first screening of the
appraiser's qualifications to perform HUD FHA appr ai sal s
To apply, appraisers nust subnit the following to FHA

0 Updat ed form HUD- 92563 "Regi ster Apprai ser Designation
Appli cation"

0 A copy of a current valid appraisal |icense and/or
certification verification that the appraiser has
passed the FHA Exam nation



HUD will reviewthis information to determ ne the
appraiser's eligibility for the FHA Regi ster.
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C APPLI CANT REVI EW

To verify that the appraiser is eligible to perform HUD FHA
apprai sals, REAC perfornms a detailed review of the

apprai ser's professional qualifications and checks for any
negative information. The review does the follow ng:

0 verifies that the appraiser is state-licensed or state-
certified under the Appraisal Qualifications Board
(A@B) criteria

0 verifies that the apprai ser has passed the FHA
Appr ai sal s Met hods and Procedures test

0 pre-screens the appraiser's social security nunber in
the HUD FHA Credit Alert Interactive Voice Response
Syst em ( CAl VRS)

0 reviews HUD records to ensure that the apprai ser has no
pendi ng suspensions, disqualifications or debarnents

0 verifies with the appraiser's signature that there are
no actions or pending judgenents agai nst the appraiser
for waste, fraud, abuse or breach of professiona
ethics or standards

0 reviews the previous period s performance, if
appl i cabl e.

D. DESI GNATI ON TO THE FHA REG STER
When the review of the application is conplete, the
apprai ser is designated to the FHA Register. New appraisers
recently added to the FHA Regi ster may be nonitored and
reviewed nore frequently to ensure that their perfornmance is
consistent with HUDY FHA guidelines and to nonitor training
needs.

Because the initial application to the FHA Register wll
occur after the apprai ser has becone state-licensed or
state-certified, the first termw |l coincide with the
remai ning period of state licensing for the hone state.
After this initial period, the FHA Register period will be
consistent with the hone state |icense period.

Each period, every appraiser nust re-apply to the FHA
Regi ster, concurrent with the appraiser's application for
state licensing and/or re-certification. HUD reviews the
apprai ser's performance and conpliance with new testing
requirements and verifies that the appraiser is state-
certified or state-licensed.



For nmore information on the review process, see Chapter 6 of
t hi s Handbook.
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1-2 LENDER SELECTI ON OF THE APPRAI SER
Lender Lender Lender Appr ai ser Lender
sel ects assi gns transmts perforns revi ews
appr ai ser apprai ser case #, if appr ai sal apprai sa

avai |l abl e

When the | ender selects an appraiser fromthe FHA Register
the FHA Connection processes a case nunber for the | ender
The | ender may assign the apprai ser before receiving the
case number, but the case may not be submitted for
endorsenment wi thout the case number. The case nunber nust
be placed on all copies of the URAR as well as the VC form
and summary. The nortgagee will give the appraiser

the property address

type of construction

nunber of units

other information necessary for the assignnent
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If the property is a condom niumor a Planned Unit

Devel opment (PUD), the lender will verify that it is HUD
approved before ordering a case nunber or having an
apprai sal performed. The lender will give the appraiser the
project name and I D nunber and all avail able property
information. |If it is proposed construction for a PUD or
Condom nium it must be FHA-approved before ordering a case
nunber. The nanme of the Condoni ni umor PUD nust be given

A NON- DI SCRI M NATI ON PQLI CY

The Department's regul ati ons on choosi ng appraisers
state that there shall be no discrimnation on the
basis of race, color, religion, national origin, sex,
age or disability.

HUD expects lenders to conply with anti-discrimnation
requirenents and affirmatively select fermal e and
mnority appraisers for a fair share of appraisals
commensurate with their representation on the FHA
Register. HUD will nonitor |enders' choice of

apprai sers by their sex and race.

B. CONTRACTUAL RESPONSI BI LI TY OF APPRAI SERS

The appraiser is hired by the | ender, and therefore has
a contractual responsibility to the | ender. However,
the apprai ser provides services for HUD programnms, and
therefore, has an obligation to performthese services
conmensurate with the standards and requirenments of

HUD. This dual responsibility of the appraiser is
recogni zed in the review and reporting requirenents of



(1-2)

HUD. The | ender and the apprai ser nust neet their
respective obligations as prescribed by HUD FHA.
Therefore, the intended user of the appraisal report is
al so HUD. These contractual obligations to the |ender
and HUD/ FHA are in addition to the appraiser's |ega
obligations to his or her credentialing state.
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C COVMUNI CATI ON W TH APPRAI SERS
HUD/ FHA nortgage insurance is initiated when a | ender
sel ects an appraiser fromthe FHA Register. Once the
apprai ser agrees to performthe appraisal, the
appraiser is in a contractual relationship with the
| ender. The appraiser will send the conpl eted
appraisal directly to the lender. HUD advises the
apprai ser to discuss the appraisal only with the
underwriter. No other individual should contact the
apprai ser before the apprai sal has been conpl et ed.
Real estate brokers and agents shoul d consider the
| ender their sole source of information on the
appraisal and all matters related to the appraisal

D. APPRAI SAL FEES
The appraiser and the | ender will negotiate the price
and due date. HUD does not establish fees or due
dates. The fee is paid for market val ue estinmate based
on gui delines consistent with HUD policy and procedure
established in this Handbook. The fee is not based on
a requested mnimum valuation, a specific valuation or
the approval of a loan. Lenders nmay charge the
borrower only what is customary and reasonable in the
area to obtain an apprai sal

Apprai sal managenent firns nay charge the nortgagor a
fee for the appraisal that nmay enconpass fees for
services performed by the firmas well as fees for the
appraisal itself. However, the total of these fees is
limted to the customary and reasonable fee for an
appraisal in the narket area where the appraisal is
performed. Such arrangenents nust conply with al
aspects of the Real Estate Settlenent Procedures Act
(RESPA) and its inplementing regul ations, including
restrictions against:

0 ki ckbacks and referral fees

0 charges for settlement services that were not
actual |y performnmed

0 paynments in affiliated business arrangenents other

than return on ownership
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