ATLANTA HOME
OWNERSHIP CENTER
PROPERTY TRAINING 2012

N. Dan Rogers ITII, AHOC Director

Debra F. Robinson, AHOC Deputy Director and Acting,
PUD Director

On Behalf of The AHOC and
Training Team, We Welcome
you Today.

PLEASE BE CONSIDERATE OF
OTHERS

. Please silence your cell phones and pagers.

2. Ifyou must answer your phone, please step
out.

. Ifyou must text, please respect your
instructor and neighbors.

Malcolm Jefferson
Technical Branch I, Chief

Atlanta Home Ownership Center (AHOC)
40 Marietta Street

Five Points Plaza 7th Floor

Atlanta, GA. 30303
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The Need For This Presentation

This Presentation should serve:

= As an Introduction to the basics of FHA
Appraisals;

= As a Refresher for Appraisers and lenders;

= To Explain official policy issues and
Mortgagee Letters.

Objectives
Our Objectives for today are to provide:
» Updates on policy and procedures,
» Review forms required by FHA ,
» Property condition requirements,
» Reconciliation — appraisal conditions,

+ Encourage discussions and answer questions
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DISCUSSI ON

» Resources

» New Mortgagee Letters

> URAR-Single family home

> URAR-Manufactured home

> URAR-Condominium

» URAR-Small income residential
> 203k

> REO

> FHA Quality control

> Appraiser & Appraisal Updates

Resource Center:
800-CALLFHA
(800-225-5342)

E-Mail:

= Appraisal requirements contained in

= Additional policy on appraisals and
underwriting appraisals contained in

= Supplemented by mortgagee letters.

7271202




I Resources

Handbooks:
« 4150.2 (6/99) Valuation Analysis

« 4150.1 REV 1 (3/90) Valuation Analysis

4145.1 REV 2 (12/91) Architectural Processing &
Inspections

4905.1 REV 1 (3/91) Requirements for existing 1-4
family units

4910.1(7/94) Appendix K, MPS

Proposed construction — 1-4 family

71272012

Information and Reference
Links

= Jerry Mayer’s Automatic Emails -

= Appraiser’s Page -

= Handbooks/Mortgagee Letters —

WWW.HUD.GOV

“New” Website Homepage
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Mortgagee Letters & and Handbook for Roster Appraisers S Print Friendiy Version © sware B
The mortgagee letters listed on this page update the appraiser policies in HUD Handbook 4150.2. All Federal Housing
Mortgagee Letters are available online.
Insuring More Than 37 " ﬁ
» 201017 Updated HUD REO Lead-Based Paint Appraisal Reporting Requirements Million Mortgages Since FHEA
» 2010-15 FHA Case Number and FHA Roster Appraiser Assignments 1934 HOMEGWNERSH
» 201013 Appraisal Update andlor Completion Report
¥ 2010-08 REO Appraisal Validity Period and Second Appraisals
» 2000.51 Adoption ofthe Appraisal Update and/or Completion Report (Fannie Has Form 1004D/Freddie Hac Forn s
442/arch 2008) [re—
» 200948 Sscond Appraisal Reporting Requirements Making Home Affordable
¥ 2009-41 Appraisal Performance Standards and Sanctions.
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* 2009-09 Fannie Mae Form 1004MC/Freddie Mac Form 71) and Appraisal Reporting Requirements
» 2008.30 Revised Eligibiliy Requirements as a resultof HERA —
» 2008-36 Maximum Wortgage Limits for 2009 [
*» 2008-29 Help For Homeowners Origination Avoiding Foreclosure
» 2008-09 Second Appraisal Requirements and Limits on Cash-out Refinances - Superseded by 09-48
¥ 200711 FHASecure Initiative and Guidance on Appraisal Practices in Declining Markets ‘Whether you're in foreclosure now|
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» 2000.28 Appraiser Independence
LEARN MOR|
* 2009-09 Fannie Mae Form 1004MC/Freddie Mac Form 71) and Appraisal Reporting Requirements SEAEER

» 200838 Revised Eligibllity Requirements as & result of HERA
¥ 2008-36 Maximum Wortgage Limits for 2009
» 2008-28 Help For Homeowners Origination
» 2008-09 Second Appraisal Requirements and Limits on Cash-out Refinances - Superseded by 09-48
» 200711 FHASecure Initstive and Guidance on Appraisal Fractices in Declining Markets
» 2006-33 New Canstruction-Architectural Exhibits Requirements for SF Properties
» 200624 Revised HUD-92564-CH, For Your Protection, Geta Home Inspection
» 2008-14 Property Flipping Profibition Amendment
» 2006-08 Revised Appendices A and C to Handbook 4160.2, Change 1
» Table of Contents
» Appendix A
» Appendix C
» 200548 Existing 0 Appraisal Protocol
» Attachment
» 200534 Adoption of
» 2005-06 Lender Accountability
» 2005-02 Seller Concessions and Verifications of Sales
» 2000-30 Ferformance & sanctions matix § attachment

Avoiding Foreclosure

Whether you're in foreclosure now
worried about it in the future, we
have information that can help.

LEARN MORE

Reference Materials

» Handbook HUD-4150.2
» Revised Table of Contents
» Revised Appendix A

» Revised Appendiix C

» Revised Appendiix D

» HOC Reference Guide

POLICY
RESOURCES

Recent Mortgagee Letters:

I Mortgagee Letter 11-30

ML 11-30: The Uniform Appraisal
Dataset (UAD) and appraisal reporting
forms

Mandatory for all case numbers assigned on
or after January 1, 2012, and

For all appraisals performed on HUD real
estate owned (REO) and Pre-Foreclosure
Sale (PFS) properties with an effective date
on or after January 1, 2012




New FHA [The following table identifies which appraisal reporting forms have been
appraisal modified by the UAD and which modified forms will be required and/or
reporting accepted by FHA.
Tequirements
TUAD Modified Appraisal Fannie Mag/ | FHA Required
Formn Freddie Mac Form #
1 | Uniform Residential Fannie Mae 1004 | Yes
Appraisal Report Freddie Mac 70
2 | Individual Condominium Unit | Fannie Mae 1073 | Yes
Appraisal Report Freddie Mac 465
3 | Exterior-Only Inspection Fannie Mae 2055 | Not accepted
Residential Appraisal Report | Freddie Mac 2055
4 | Exterior-Only Inspection Fannie Mae 1075 | Not accepted
Individual Condominium Unit | Freddie Mac 466
Appraisal Report
UAD Field FHA Roster appraisers must become familiar with the modified appraisal
Specific forms, including the UAD field specific requirements detailed in Appendix D
Requirements  of the Uniform Mortgage Data Program and which is posted on the web sites
and FHA of Fannie Mae and Freddie Mac. Except for the cases listed below, FHA
Compliance

Roster appraisers must comply with the instructions and requirements as
provided by the GSEs in Appendix D.

The following table identifies FHA specific compliance requirements:

condition rating

UAD Field Specific Appraisal Form FHA Requirement
Requi Section
Select relevant subject Improvements “Subject to” select the

as-repaired condition

Input room count and
finished/unfinished
basement areas

Sales Comparison Grid
Basement & Finished
Rooms Below Grade

Enter only verifiable
data and cite source in
the addendum

Appraisal made “as-
is,” “subject to”....

Reconciliation Section

“As-15” only for HUD
REO or PES properties

Enter Appraiser
Trainee and
Supervisory Appraiser
Information

Appraiser Certification
Section (Pg. 6)

Supervisory appraisers
and trainees are not
permitted

FHA Appraisal

FHA Roster appraist

ers are reminded that all FHA appraisal reporting

Reporting Trequirements rem.. S5
Requirements  jescarcis tieoeosas

Remain in accuiate appraisak. The UAD field svecit
Effect

LUk, dli G0 MU CXCILP | L Ll NOSTEE APPIALSELS TIOLIL LIC IoG i Cilk
provide adequaic expranations i tic addenduim of the reporung form
regarding methodology. anomalies, property deficiencies and other conditions
that may have an impact upon the value of a property and its marketability.

In all cases. a property’s compliance with Minimum Property Standards (new
construction) and Minimum Property Requirements (existing construction)
must be thoroughly addressed by the appraiser. FHA Roster appraisers are
reminded that the Statement of Insurability is also required for all appraisals

performed on HUD

REO properties.

aeise wie duc diligeie 0 proauce a creatbie and

IC FediiICineis aic not a substitute
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Mortgagee Letter 2011-07

* Elimination of the Master Appraisal
Report (MAR)

Effective January 12, 2011,
No new case numbers assigned

Require an appraisal be performed

Mortgagee Letter 2010-43

* Flood Zone Requirements

Effective for all case numbers assigned on or after
March 1, 2011.

Obtain life-of-loan flood zone determination

Coastal Barrier Resource System (CBRS) unit is
not eligible for an FHA-insured mortgage.

[ Mortgagee Letter 2010-15

» Notifies of Changes to Data Entry
Requirements in FHA Connection

Effective 02/15/10
No Assigned Appraiser
The effective date of the appraisal after

the case number assignment date except in
certain limited circumstances




I Mortgagee Letter 2010-15

= Limited Circumstances:
-Ordered as a conventional
-HUD REO or government guaranteed
loan purposes

-Mortgagee must ensure that the
appraisal was performed in accordance

with HUD/FHA Guidelines

Mortgagee Letter 2010-13

= Appraisal Update and/or Completion Report
(Fannie Mae Form 1004D/Freddie Mac Form
442/March 2005):
Two additional prohibitions,

Market Conditions Form must be completed,

Defines the validity periods.

Mortgagee Letter 2009-51

Extends existing appraisal about to expire
Completed by original FHA Roster appraiser
NOT for properties that have declined in value
Valued improvements must be visible from street

NOT when inspection reveals deficiencies or changes
—Only update once




Mortgagee Letter 2009-51

Does not replace HUD-92051 (CIR) for
new construction & manufactured housing

» Completed by any FHA Roster appraiser

= Appraiser MUST:
-Review requirement/conditions noted in A. report
-Inspect item(s) & confirm completion/satisfaction

-Describe value impact if item(s) not completed

I Appraiser Qualifications

» Appraisers must...be certified by the State
in which the property to be appraised is
located; or by a nationally recognized
professional appraisal organization;

= Appraisers must also...have demonstrated
verifiable education in the appraisal
requirements established by the Federal
Housing Administration.

712712012

REQUIREMENTS AND
COMMON DEFICIENCIES

URAR FORMS: 1004, 1004c, 1073, & 1025

10



Appraisal Requirements are Constant
Between FHA Programs

= 203b = Single family = GNND = Good
(1-4 units) Neighbor Next Door

= 203k = Rehab loan = HECM - FHA’s
Streamlined(k) reverse mortgage

= 203h = Disaster * EEM — Energy
Victims Efficient Mortgage

2 m

e —

The FHA Appraisal

o Intended Use

To support FHA insuring and
underwriting requirements

- Intended Users
Lenders

HUD/FHA — must be included as
Intended User

- Effective Date
Date of property visit

PURPOSES OF
THE FHA APPRAISAL

1. Determine eligibility for FHA
mortgage insurance based on the
property’s condition and location.

2. Estimate property value for FHA
insurance purposes.




FHA Accepted Appraisal Forms

Fannie Mae form 1004 (URAR) 1 unit SF
Fannie Mae form 1004C Manufactured Home
Fannie Mae form 1073 Condo

Fannie Mae form 1025 2-4 unit properties

Fannie Mae form 1004D Update &/or
Completion

PART A Summary Appraisal Update Report
PART B Completion Report

Fannie Mae form 1004MC Market Conditions
Addendum

Used with ALL FHA Appraisals

Valuation Package
Appraisal Report

» Required Exhibits
Map
Sketch

Photographs (Subject &
Comparables)

. Appraisal package must be completed in its
entirety by the assigned appraiser

712712012

Required Exhibits

Photographs are to:

Show front and rear at opposite angles to show all
sides of subject property and all improvements

Show street scene
Be at least a single photo of each comparable

Show the grade of the vacant lot; proposed
construction

Be taken by appraiser (no people in photos)
Be original photographs, MLS photos are

not to be used as primary photo

7271202
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71272012

Why FHA Won’t Do A Drive By

712712012

Required Exhibits

Sketch

Improvements should Include:
Garage(s)

Deck(s) 5
Patio(s) &
Porch(es) —

Dimensions must be included for all
improvements.

13



Required Exhibits

15.0

10.0

OpeniCovered
Open/Gaverea
Pato

Deck

7/27/2012

UNIFORM
RESIDENTIAL
APPRAISAL REPORT
(URAR)

URAR- Form 1004

7/27/2012

Subject Section

URAR 1004

Property Address City Stafe IpCode

Owner of Public Record County

TatYer RE Tates§
IG Neighdorhood Kame Mep Refrence Gensus Tract
I Ocapart DOW DTenam DVacan' Specal Asessments § DPU’) HOAS Dnevmr Dncrmanh
ety Rt gt JFeesingle [ Jleaehod [ J0bs )
Assignment Type Dﬂdrcﬂmmnsmun []Reﬂnnnce’msamn Datne:[dewwbew
Address

7l2712022
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Subject Section

Common Deficiencies

71272012

Contract Section

URAR 1004

for sale for the. the results of the analysis of the:contract for sale or why the analysis was not performed.

] contractprcs § Dateof ot I e propertysll theonner o pubic recore? | Jves [ JNo _Deta Swrcels)
E

Y sty e o s, gt )t be paid by ny e borower? | ¥es | N
L v gttt dl et s e fems o e gl

712712012

Subject Section

Twelve Month Listing History
USPAP Standard Rule 1-5(a):

Requires the appraiser to “

15



Subject Section

FHA Requirements

The appraiser’s certification states in part,

(43

*Report all listing dates, offering prices and
data sources for the prior 12 months

71272012

Contract Section

Contract Price:
« Enter the final agreed upon
contract price.

Contract Date:

The Atlanta HOC regards the
date of contract as the date all
parties execute the sales
agreement.

712712012

Contract Section

Sales Concessions:

« The appraiser is to report any financial
assistance (loan charges, sales
concessions, gift or down payment
assistance, etc.) paid by any party on
behalf of the borrower.

« If the sale involves personal property
(e.g. above ground pool, lawn mower,
furniture, etc.) it should be identified and
excluded from the valuation.

7271202




Neighborhood

Note: Race and the racal camposicion ofthe neighborhood are not appraisal Factors.

Neighborfood Characterstes

(ne:Unit Housing Trends

OneUnit Housing

PresentLand Use %

Mlocain [JUkan [ Subuken [JRied

Popery Vabes [Jrescng [ Siabs [ Dsciing

PRICE  AGE

Ong-lnt H

ey Joem Qs [y

DemardSuely [ Stoge [ Baance ] Qe Supply

1]

24 Unt 4

Hoon Orot Qe Do

Mateetng ine [ UnderImbs (36 mts [] Overtmhs

Low

koo Bounaarzs

Hip

Commercl

Pred

ut-Famly %
4

Oter k

0
: Neitorhond Decrpion

Mvtet Conlions [rching supportfo he zbave conclsions)

Neighborhood

Neighborhood boundaries
and characteristics— N, S, E, & W
characteristics

71272012

Factors affecting marketability of properties
in the neighborhood

Market conditions in the subject

neighborhood

Prevalence of seller & financial concessions

" Declining Markets

712712012

No official definition of declining market..

Refers to a neighborhood, market area, or
region that demonstrates a decline in prices
or deterioration in other market conditions
as evidenced by an oversupply of existing
inventory or extended marketing times.

712712012
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Appraisals in Declining
Markets

Appraiser Responsibilities:

Perform objective analysis of quantifiable data

Determine if property values in subject area are

increasing, stable, or declining

Iflocated in a “declining” area, report in the
Neighborhood Section as well as in the housing
trend section and/or determine if there is an “over-
supply” of properties

71272012

I Appraisals In Declining Markets

Appraiser Determination

= Recorded by appraiser in One-Unit Housing
Trends portion of Neighborhood section on
appraisal.

= Must be identified by the conclusions of the
. The appraiser must provide a

summary comment and support for all
conclusions relating to the market trend.

712712012

Appraisals In Declining Markets
ML 2009-09

Form 1004MC, Market Conditions Addendum.

Required on all FHA appraisals.

raisals of properties located in declining
must include at least 2 comparable sales
ed within 9o days and 2 current listings.

In cases where compliance with this requirement is
difficult or not possible due to the lack of market
data, a detailed explanation is required.

712712012
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Dimensions Area

Specfic Zoning Classifcation Zaning Deserigtion

preseni e? [ %es [JNo TNo deseibe

Public_Other (describe) Offste Improvements—Type _Public _Privale
a

Water O O Strest

SentaySewer 1 L1 Ally [u]

]

O
[FENIA Cpecial Flood Hazara Avea | Yes [ [No FEA Flood Zane FEVA Viap & FEVA Wag Datz

Are the wiliies and of si= improvements iyoical or the market area? [ JYes [TNo I N, describe

Are ihere any adverse site condilions or extemal faciors easemenis, encroachments, envircnmenal cendifions, land uses, eic)? [ Yes [TNo ifYes, describe

FHA requires the appraiser to disclose if any
property is subject to hazards that endanger
the physical improvements, affect livability,
marketability or health and safety of
occupants

71272012

Site Hazards & Nuisances

Subsidence

tive or planned drill sites
Above ground stationary storage tanks
High voltage transmission lines/tov

Grading and drainage

712712012

Fh27l2082

19



Without Proper Drainage You Have
Problems

Site ProblemiFoundation Problem

7l2712012

What should you do?

Site Hazards & Nuisances

Excessive noise or hazard from heavy traffic area:

Heavy traffic noise does not render property
unacceptable

Market acceptance is important

Quantify effect on market value due to
proximity

7271202
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Individual Water Supply &
Sewage Systems

 Appraiser is not required to sketch distances
+ Report and call for inspection of readily
observable deficiencies of well or septic systems

or HUD and state and local separation distances

» Report availability of connection to public or
community water/sewer system

71272012

Does Septic Tank Comply With Local Code?

712712012

Probably Not An Acceptable
Septic

21



Septic Line Just Past
L The Fence Line

712712012

Site Hazards & Nuisances

« If unclear as to the severity of the
condition, report it, and submit the
completed report;

The lender is responsible to clear the
condition

The lender decides whether to accept
the property

712712012

Common Deficiencies — Site
Section

Appraisal Fails to Address in the Comment Section:

Zoning issues
Incorrect identification
Classification not described

Boundary dimensions and site areas
Incorrect FEMA designation
Private roads

Well & septic not identified correctly

7271202
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Improvements/Accessory Unit

What is an Accessory Unit?

General Description ‘ «Separate Additional Living Unit
Urits [J One (] One with Accessary Unt
4 of Stores | -Separate Kitchen, sleeping, and
Type D¢t [ At [ SDetEnd Unt
[ Esising (] Proposed [] Under Corst [[RISENESINGIO e TGN TS
Design (3iyle)

«Attached or Detached

+On single family lot

71272012

Accessory Units

712712012

Accessory Units

23



Crawl Space

« What should the appraiser check for when inspecting
the crawl space or slab?

Blocked or inadequate access

Space inadequate for maintenance and repair
(recommended 18 inches)

Support beams not intact

Dampness or ponding of water

Cracks that could affect structural soundness

71272012

Foundation/Basement

712712012

Structural Conditions & Foundation

B

- I {
Ceiling cracks from Foundation movement
foundation movement

712712012

24



Property Condition Requirements

May require subsequent repairs:
Cracked masonry or foundation damage;

Drainage problems/standing water against
foundation/Structural;

Hazardous material on the site;

Faulty, defective or inoperable mechanical
systems

71272012

Attic Nang
Drop Stair Stairs
Floar Scuttie
adeq c a e Finished Heated
0 0
DO O O
amage
g 2 : amag b 0
O
0 allo 0 0 (10
L All0

Hmmmmm?

WHY WE INSPECT THE
ATTICS AND CRAWL
SPACES?

25



I Read Please

f—iciisi ('j
ECK fon GRS Berors
© TURNING ON AIBh SWITE

71272012

Quick Fix

712712012

I Needs some work?

26



“Missed it by....”

That should fix it..

Mechanical Systems

« All utilities should be on at the
time of appraisal inspection

\\\l///

py

N P
o
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Electrical System

» Do electrical switches function?

» Presence of sparks or smoke from
outlet(s)
» Exposed, frayed or unconnected

E

wiring

All purpose tape and it glows

Who needs breakers?

28



I The kitchen is the yellow.

71272012

It works!!!

~

#7 pnductors only!
11 nol designed
Ll bes of conducton

712712012

Water
Drop or limitation of pressure
No hot water

Toilet
Toilets do not function
Presence of leaks

Sinks/Bathtubs/Showers
Basin or pipes leak
Water does not run

29



Training potty for adults?

71272012

It fits..

712712012

Improvements

[Appliances [ Refrigerator [ RangelOven []Dishwasher [Disposal [IMicrowave [ TWasher/Dryer [10ther (descrioe)

Finished area above grads containg: Rooms Bedrooms Bath(s) Square Feef of Gross Living Area Above Grade

[Additional features (special energy efficient items, efc.)

ofthe property (including deterioration, renowations, remodeling, efc.).

[Are there any physical defciencies o adverse condlions lhat affect the lvabilly soundness, or struchral nfegrly ¢ 7 [Oes [No IfYes, descrbe

[Does the property generally conform to the neighborhood (functional uiily, syle, condition, use, construction, ets)? [] Yes [ No IfNo, describe

7271202
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Property Condition Requirements

Consider and describe overall quality and
condition of property

Identify items that require immediate repair
(health & safety, structural soundness)

Identify items where maintenance has been
deferred, which may not require immediate
repair

Photo documentation of property condition is
always advisable

712712012

Property Condition Requirements

Typical conditions that would require further inspection

Infestation — evidence of termites;

Inoperative or inadequate plumbing, heating or
electrical systems;

Structural failure in framing members;

Leaking or worn-out roofs

7271202
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Property Condition Requirements

FHA does not require automatic inspections
for the following items and/or conditions in
existing properties unless mandated by State
or local jurisdiction, customary in the area or
lender required:

Well (individual water system)
Termite

Flat and/or unobservable roof

|| Minor Property Deficiencies

» Deferred maintenance
= Normal wear and tear

» “As Is” appraisal permitted

= ML 2005-48

Major Property Deficiencies

» Health and

» Structural integrity

32



Repairs are to be limited to necessary
requirements; the 3 S’s

_- the health and safety of
the occupants,

- preserve the continued
marketability of the property,

- the structural
integrity.

Clearing Conditions

& Inspection by Appraiser
= MUST be in the appraiser’s scope of

= Appraiser can not issue MH foundation certification

& Inspection of major structural items
= FHA Compliance Inspector, licensed architect or
engineer, or appropriately licensed trades person

= Certifications to be on letter head of licensed persons

» The CIR may be used by FHA Fee Inspectors,
Roster Appraisers, and/or DE Lenders:

o Appraisers may use the CIR for “repair issues” only

o Appraisers may use the CIR to certify completion of
New Construction!

The 1004D is Acceptable to Clear Repairs for Existing
Properties

33



Remember

The nature and degree will determine whether
the said deficiency requires repair;

Appraiser must provide cost estimate for
required repair;

The lender is responsible to clear the condition;

The lender decides whether to accept the
property.

71272012

On your mark, get s&t....Ahhhhh!!!

712712012

Sales Comparison Approach

Sales Comparison Grid:
Market based adjustments

Line item adjustments exceeding 10% require
explanation

Net adjustments > 15% and gross adjustments >
25% requires explanation




Sales Comparison Approach
Common Deficiencies:

Comparable Range

» Failure to report price range of comparable
listings and sales

Sales Comparison Grid
Proximity to subject distance and direction
Verification sources
Reporting financing and concessions
Use of generic terms
Confusing abbreviations
Inconsistent reporting of subject features or condition

71272012

Sales Comparison Approach

Common Deficiencies:

Prior sales
» Failure to report prior sales of subject and
comparable sales

Summary of Sales Comparison Approach
Concessions
View & Site
Age & Condition
Amenity
Recommended adjustment guidelines

712712012

Sales Comparison

= A True Comparable Sale:
Will Resemble the Subject Property
In As Many Areas as Possible,
Location
» Have Time of Sale/Time Adjustments

= Closed within six months (no more than
12 months),
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ATYPICAL COMPARABLES

» Foreclosures

= Short Sales

= Distressed Sales

No Contributory Value?

= Zero value is often placed on accessory
structures that were
added without permits; or
exhibit costly defects

= Zero value may mean removal of the
structure

Income Approach

Income Approach is generally not
recognized as a basis for buying by the
market.

Income Approach is not required for FHA
appraisals completed on the Fannie Mae
Form 1004.

Enter “N/A” in each blank field in this
section of the report.

7271202
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71272012

Conditioning the Appraisal

AsIs

No repairs, alterations or required
mspections

Establishing the “as is” value for 203(k)
Recommending the property for rejection

Subject to Completion per Plans & Specs
(less than 90% complete)

Subject to Repairs or Alterations
(90% or more complete)

Subject to Required Inspection

712712012

37



712712012

Defining Stage of Construction is
Important

« Appraisers are required to describe the stage of
construction,

Suggested Codes:
Use “P” for Proposed
Use “UC” for Under Construction

Use “E” for 100% complete (<1 year
old)

/2712022
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Construction Exhibits for Appraiser

+ Proposed or Under Construction less than 90%
complete:

Appraise “... subject to completion per plans

and specifications ...” and a final inspection by a
fee inspec
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Construction Exhibits for Appraiser

« Under Construction 9 more complete:

Appraisal is completed “.. subject to the
Jollowing repairs or alterations ...” and a final
inspection by a fee inspector

7271202
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Construction Stage

When is a home appraised as 100%
complete?

Appraise “...As Is...”

71272012

UNIFORM
RESIDENTIAL
APPRAISAL REPORT
(URAR)

URAR- Form 1004C
Manufactured Homes
ML 20009-16

712712012

Manufactured Homes

Manufactured Homes Must Comply With All Current
and Regulations. ML 2009-16

« The home must have been built after June 15, 1976
Never occupied at any other location
Be at least 400 square feet living area
Be titled and taxed as real estate

Licensed, local engineer must certify the foundation system is in
complia vith the “Permanent Foundations Guide for
Manufactured Housing” (9/96)

If used as a model home on the dealers lot, that is okay. If moved
from the dealers lot to a storage facility, this is not okay

712712012
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Title II Eligibility
HUD Handbook 4155.2 4.2.b & ML 2009-16

€ Must be designed to be used as a dwelling
with a permanent foundation built to FHA
criteria

€ Must not have been previously installed or
occupied at any other site or location

Engineer’s Certification on

Foundations Compliance
ML 2009-16

An Engineer’s Certification on Foundation
Compliance with the PFGMH must be:

» Completed by a licensed professional engineer or
registered architect; licensed/registered in the state
where the manufactured home is located

> Site specific and contain the engineer’s or registered
architect’s signature, seal, and/or state
license/certification number

» Contained in both the lender’s loan file and the
insuring binder when submitted to FHA

Engineer’s Certification on

Foundations Compliance
ML 2009-16

An Engineer’s Certification on Foundation
Complianceis not required in the loan file or
insuring binder for:
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“Site” Section

FEMA Special Flood Hazard Area
(SFHA)
(100 Year Frequency)

« MH w/o basement, the finished grade level
beneath must be at or above the SFHA.

« MH with basement - the grade
beneath the basement floor shall
be at or above the SFHA

Manufacturer’s Serial Number
# HUD Label Number

Fromt Steel Cross Member of the Chassis

HUD Label

(rear of section) .
Serial Number /VIN #
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IBTS
HUD Label Verification Request

www.ibts.org

M Copy of verification must
be in insuring binder

einspectiofi | manufactured branch employee
home | aboutibts | certfications | corporate capabiliies |testimonials | i.code | | homelabel | cdreer | offices |contactus | portal
verification

Perimeter Enclosure
ML 2009-16

= Shall be a continuous wall,

* Must be adequately secured,

“Improvement” Section

Report the quality of construction using;:
-

*NADA Manufactured
Housing Appraisal Guide

=Marshall & Swift
Residential Cost
Handbook; or,

=Other published
cost service
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Cost Approach &
iManufactured Homes

» Required for new manufactured homes

 For existing manufactured homes, enter
the “Opinion of Site Value”

= Provide name of cost service used
= Include reference page numbers
= Edition & date of latest updates referenced

= Provide adequate information for the
lender/client to replicate the cost
figures and calculations used

Appraising MH
in a Condo Project

= Use FNMA Form 1004C

= Attach & complete Project Information section
of the FNMA 1073 (Individual Condo)

= Comparables must be condo manufactured
homes

o
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Manufactured Home
Subject

What Do You Think?
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UNIFORM
RESIDENTIAL
APPRAISAL REPORT

(URAR)

URAR- Form 1073
Condominium

46



Condo or Townhome?

Condo, Office, or Hotel?

47



Single Family or Condo?

71272012

Condo or Co-op?

pr|

L1

712712012

Report Form 1073
Subject Section

Individual Condominium Unit AppraisalRepart s
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Condo or PUD?

Condominium
Any mortgage covering a one-family unit in a project coupled
ith an undivided interest in the common areas and facilities
which serve the project.

May include dwelling units in detached, semi-detached, row
garden-type, low or high rise structures

PUD (Planned Unit Development)
If the development contains common areas and facilities owned

by a homeowners’ association to which all homeowners must
belong and to which they must pay lien-supported assessments

71272012

Condo Valuation Protocols

aiser must analyze Declaration or Master Deed
Appraiser must analyze Homeowners c. Bylaws
At ze Homeowr perating budget

Declaration of Condo, Master Deed, and HOA are publically recorded
documents at county court house; sometimes on line

The operating budget is available from HOA

on of any of the pr ing fails to complete Scope of Work for
valuation

When appraiser fails to attain budget, explanation must be provided.

712712012

Condo Valuation Protocols

Condominium unit analysis requires additional
considerations:

Floor level locati

Location within project or building. Positive or negative
iew attributes;

/demand among ing unit models;

Atypical attributes: i.e. covered or enclosed parking
purchased with units, private balconies, storage lockers,
etc...

7271202
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UNIFORM
RESIDENTIAL
APPRAISAL REPORT
(URAR)

URAR- Form 1025

Small Income Residential
2-4 Unit

712712012

Appraisal Form 1025

Small Residential Income Property Appraisal Report

This lchport form is designed to report an appraisal of a
two-four unit property.

A 4 —ulpit dwelling with an accessory unit is ineligible for
FHA financing

If one.or more Qlf the units a manufacfured hi)me, the
- p 2 d

er completes the HUD a.{[a Plate an
ements section and include 1n the report

/0 - four unit property is located within a condo
Pr&])e ct, the appraiser campletes t(h(i Pr(pe(it ..

n rt ction of the'1073 and inctude it in the
report.

712712012
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Standard 203 (k)

Eligible Properties:

One to four family dwelling that has been completed for
1+years

If you can use any part of a home (i.e. the foundation)
you can use the “K” to build a new one.

Move-on

Mixed use (business = no more than 25% - 1 floor;
2 floor; or 33% - 3 story)

Condominiums in projects that have been approved by
FHA

71272012

Standard 203 (k)

Appraisals:
s-Repaired {market value} required by FHA
+As Is, maybe requested by the lender

«Appraiser’s Fee

712712012

Streamlined (k)

(Replaces Mortgagee Letter 2005-19)

The Streamlined (k) limited repair program
is intended for uncomplicated rehabilitation
and/or improvements to a home for which
plans, consultants, engineers and/or
architects are not required.

7271202




Streamlined (k) Appraisal
Requirements

« Appraiser must note any health and safety
deficiencies or conditions;

« A description of the proposed repairs and/or
improvements must be included;

« The appraiser is to indicate an “after-improved”
value in the reconciliation section.

ENERGY EFFICIENT
MORTGAGE (EEM)

EEM Appraisal Protocol

* Disclose EEM items if known
» Value contribution not mandatory

» Final certification by fee inspector
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Procedures and Policies

HUD REO APPRAISALS

FHA Appraiser

= The FHA (Roster) Appraiser :

Reports fair market value in “ as-is’_condition;

Ensures FHA's MPR (minimum property
requirements) guidelines,

Establishesthe list pricefor the REO property,

Performs the same duties.

APPENDIX A
HB 4150.2

VAL UATI ON OF REAL ESTATE

OWNED PROPERTIES
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APPENDIX A GUIDE

= Scope:
In accordance with USPAP and HUD/FHA

= Contractual Responsibility of Appraisers:

Appraiser “hired” by the AM

= |ntended Use of Appraisal:
Determine the Listing Price

I APPENDIX A GUIDE

= |ntended User:
TheAM, lender, and HUD/FHA

= Statement of Insurability
Insurable
Insurable with Repair Escrow
Uninsurable

= Effective Date of Value
Sitevisit date

HUD REO APPRAISAL REPORT
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I HUD REO APPRAISAL REPORT
» The appraisal report consists of:

The applicable reporting forms,
(1004, 1025, 1075, and 1004c),

All required exhibits
Property sketch
Street map

A copy of the Property Condition Report

HUD REO APPRAISAL REPORT

Requirements:
= 1004MC

= Photographs
Subject Photographs;
Representative interior photos ;
Street scene
Comparabl e photos

I HUD REO APPRAISAL REPORT

Identify assignment as: “ Other”;
Indicate the property type: “HUD REO property;
HUD REO propertiesare to be appraised: “asis’;

The market valueis as of the effective date of the
appraisal.
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HUD REO APPRAISAL REPORT

= URAR page 1
Flood Zone Requirements
Septic Well Requirements
Subject

= URAR page 2
2 Comparable saleswithin 90 days
2Comprable sales within 6 months
Use of REO comparable sales

I HUD REO APPRAISAL REPORT
ORDER

= Cover Page

= Report
Additional Comparables and Listings
Text Addendum
MPR Addendum

1004MC

HUD REO APPRAISAL REPORT
ORDER

Sketch

All photos of the Subject property
Comparable photos

Maps (Location and Flood Map)
Appraiser’sLicense

ECR (Environmental compliance record)
PCR (Property condition report)




HUD REO APPRAISAL
REQUIREMENTS

HUD REO APPRAISAL
REQUIREMENTS

» The FHA Case Number.
* PCR must be provided to the appraiser

» The statement of insurability is reported in
bold font,

= This Statement of Insurability indicatesif the
property can be sold with FHA mortgage
Insurance.

HUD REO APPRAISAL
REQUIREMENTS

Statement of Insurability:

Properties are marketed and sold based
on the condition of the property
existing at the time of listing

“asis’ condition-no repairs
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HUD REO APPRAISAL
REQUIREMENTS:

Statement of I nsurability col

Repairs of less than $5000

Repairs greater than $5000

I APPRAISAL REQUIREMENTS

» The appraiser must report any/all
deficiencies.

= Cost-to-cure.

MPR Addendum

Subject: 109 Woodlawn Plantation FHA Case # CERISENES

Client: Home Telos-1A

The Property Condition Report (PCR) was provided to the appraiser by the client and is included
within this appraisal. The report has been retained by the appraiser and is part of the appraiser’s
work file.

‘The mechanical systems were not checked for functionality by the appraiser; however a visual
inspection was performed. PCR report indicated that all systems were listed in satisfactory
condition unless otherwise noted below.

The subject property can be sold as
insured with a repair escrow, because the cost of repairs necessary fo meet FA’s

Buyer Incentives:. Repair/replace damaged carpet.

‘The intended use for an REO appraisal is to estimate the “as is” market value of the property in
order to provide a basis for determining the listing price of the property for marketing purposes
The intended user of a REO appraisal is the M&M contractor, the lender (under certain
circumstances) and HUD/FHA

Minimum Property Requirements (VIPR) Repairs

Ttem Noted: Required Repair Estimated Cost: Noted on P
[ Replace AC Condenser | } $1500 | OnFCR




Minimum Property Requirements (MPR) Repairs

Ttem Noted: Required Repair Estimated Cost:  Noted on PCR?
Replace AC Condenser $1500 OnPCR

| Total MPR Cost | $1.500.00

Cosmelic Repairs

Ttems Noted Recommended Repair Noted
Repair/replace 2 damaged

thresholds $300 Not on PCR
Replace damaged BR carpet | $300 Not on PCR

Replace missing LR light
re 3100 Not on PCR

Items Noted on PCR not noted by Appraiser

ML 2010-08
Validity Period:

dates on or after April 1, 2010 will be valid fi
om the effective date of the appraisal.

e thru FHA, a valid HUD
atified within 120 days of
appraisal effective date;

Or the mortgagee must order a new appraisal or an
appraisal update in accordance with ML 2009-51.
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HUD REO’s
ML 2010-08

REO Second Appraisals:

A second appraisal may not be ordered to support a
higher purchase price;

A second appraisal can be ordered only to support a
higher sale if there are material deficiencies with the

current appraisal;

Or the current appraisal will not be valid on the date of
contract ratification.

71272012

Appraisal Portability
ML 2009-29

When the borrower requests that the case be
transferred to a new lender...

The lender is expected to transfer the case number to the new
lender.

Tt st lender is expected to provide the appraisal to the new

is due the a

FI L‘i\ does not require that the appraisal bear the name of the new
ender.

The new lender is not permitted to request that the apprai

change the name of the client on the appraisal to the new
7/27/12012

Appraisal Portability

ML 2009-29

Where a new borrower and a new sales
contract are involved...

The lender must transfer the case number to the
new lender. No new fee is due the appraiser.

hould collect the app 1 fee fi
borrower, and then reimburse the former
lender for the cost of the appraisal

712712012
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Appraisal Portability

A new appraisal may only be ordered where...

= The first appraisal contains material deficiencies as
determined by the second lender’s underwriter.

= The appraiser performing the first appraisal is on
the second lender’s exclusionary list of appraisers.

= Delays in receipt of transferred appraisal would
delay closing and cause harm to borrower.

712712012

I Appraisal Validity Period

ML 2009-30

For case numbers issued prior to
oi/o1/10

For case numbers issued on or
after o1/01/10

712712012

I Appraisal Validity Period

ML 2009-30
Extensions:

ract was signed or the loan was approved
ation of the a

= Appraisal may be extended for 30 days to allow for loan
closing.

712712012
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PROPERTY INSURABILITY:

APPRAISAL REVIEW

Are Reviews Necessary?

Of the pre-closing files reviewed,

75% - 85% of the appraisals were
found to be unacceptable.

N

Lt ET A an)

Appraisal Reviews

» Technical Reviews:

- Desk Reviews
- Field Reviews

= Provide Technical Support to
Underwriting Staff in PETR and
HECM Reviews.
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Monitoring The FHA Roster
Appraiser

Rate of loan default
Number of Assignments
Property Location (Area)
Loan and property type
Time period

= Quality of Work Product

Appraisals Subject to a
Detailed Review?

Credit Package Deficiencies
Consumer Complaints
Missing or conflicting documentation

Departures from HUD and/or USPAP
Standards

Previously Sanctioned Appraisers

Within Selected Geographical Area

Appraiser Actions and Sanctions

= Actions
Notice of Deficiency (NOD) (no appeal)
Remedial Education (no appeal)

* Sanctions
Removal or Removal w/Education (up to 12
mos)
Limited Denial of Participation (LDP)
(May or may not be National in scope)

Debarment (could be indefinite)




3 Leading Forms of FRAUD

> Over Value
» Misleading Information

> Fraudulent Information

Appraisal Performance Standards
and Sanctions

ML 2009-41

FHA oversight is based on the following
risk factors:

High default rate on loans

High volume of FHA loans
Complaints

Referrals

Previously sanctioned appraisers

712712012

Appraisal Performance Standards
and Sanctions

ML 2009-41
How does the FHA review process work?
HUD staff review appraisers routinely;

The severity of the deficiencies determines the
actions;

ML 2000-30 provides an Appraiser Violation
Matrix .

7271202
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Disciplinary Action

ML 2009-41

Minor exceptions
: Must attend class within 60 days of notice

: Improper valuation, fraud,
failure to report repairs, serious omissions.

Limited Denial of Participation (LDP)
National Debarment
Civil Money Penalties

Civil & Criminal Actions
Multiple sanctions may be pursued concurrently

71272012

Discussion

> Resources

> New Mortgagee Letters

» URAR-Single family home

> URAR-Manufactured home

» URAR-Condominium

» URAR-Small income residential
> 203k

> REO

> FHA Quality control

712712012

Spare pair?
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