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5 REPORTI NG THE APPRAI SAL

5-0 | NTRODUCTI ON

Accurate and thorough appraisal reporting is critical to the
accuracy of underwiting for the nortgage insurance process. The
need for accuracy is greater for FHA-insured nortgages because
buyers tend to have nore limted income and | ower equity in the
properties. This chapter presents the requirenents for reporting
conpl ete and accurate appraisal information to HUD. An appraisa
performed for HUD) FHA purposes requires that all sections of the
Conpr ehensi ve Val uati on Package (CVP) nust be conpleted. The CWP
constitutes the reporting instrument to HUD for FHA-insured

nort gages.

5-1 REPORTI NG THE APPRAI SAL

VWhen the appraisal is conpleted, submit the CVP and all required
attachments - maps, photographs, sketches, etc. to the | ender

Al so, for new and proposed construction, submit the plans,

speci fications, construction docunents and the conpl et ed
builder's certification (Form HUD-92541). Submt the origina
package and a conplete copy to the | ender

The CVP is required for reporting the appraisal findings,

anal yses and concl usi ons about the observed conditions of the
property. A conplete HUD apprai sal package includes three parts:
the Uniform Residential Appraisal Report (URAR), the Valuation
Condi tions Form and the Homebuyer Sunmary. These are descri bed
bel ow.

A PART 1: UN FORM RESI DENTI AL APPRAI SAL REPORT ( URAR)
The URAR is the standard appraisal reporting formavail abl e
through all lenders. The following are required in
reporting apprai sal findings on the URAR

0 Al information nmust be reported consistently with the
HUD protocol in Appendi x D of this Handbook

0 Al'l findings nust be reported consistent with Standard
2 of USPAP for a summary report.

0 Al'l boxes must be filled in and rel evant factual data
i ncluded, unl ess specifically noted.

0 Al'l cal cul ati ons must be verified.

0 Consi stency between the sections nust be verified.

1. Departure from HUD Requirenents

HUD requirenments are presented in this Handbook. Any
departure fromthese requirements nmust be explained in

the URAR or as an attachnent to the appraisal. Present
the reasoning, the result of such departure and any
additional limtations to the use of the appraisal or

the reported value as a result of this departure.
Departure from USPAP is not permtted for an appraisa
submitted to HUD

2. Certification
Wthin the URAR, the appraiser nust certify that the



reported value is an unbiased, independent val uation of
the subject property. This certification is consistent
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with that required by USPAP. O particular inportance
is the certification that the appraisal is not based on
any of the foll ow ng:

0 a requested nini mum val ue
0 a specific val ue
0 the approval of a loan as indicated

(5-1)
If the appraiser is subject to additiona
certifications in devel oping and reporting the
appraisal, include themin the URAR report. Such
additional certifications may be the result of state
certification requirenments in certain jurisdictions or
of relationships with professional appraisal and rea
estate organi zati ons.

The assigned appraiser is required to sign the report
maki ng himher fully and wholly accountable for the
i nformati on presented on the URAR and in devel opi ng the
appraisal findings. |f any party provided significant
prof essi onal assistance, nane this party on the
certification and note the contribution

3. Statenment of Limting Conditions

For each appraisal, the URAR includes the standard
limting conditions. The appraiser nust confirmthese
limting conditions and strike any that do not apply.

Also, if there are additional liniting conditions,
clearly state them |If the linmting conditions differ
or are contrary to the limting conditions stated on
the URAR, fully disclose those limting conditions and
make them known in the value estimate. Cite any val ue-
influencing limting conditions with the report of the
estimate of market val ue.

The repair conditions reported in the VC segnent
of the report constitute a limting condition for the
devel opnent of the apprai sal because HUD appraisal s
estimate value "as-repaired." The reported estinate
assunmes that the noted deficiencies have been
corrected. It is, therefore, inmportant that the
apprai ser certify to testing specific systens and
exam ning all areas of the house to note the
def i ci enci es.

B. PART 2: VALUATI ON CONDI TI ONS FORM

The Val uati on Conditions (VC) Form specifically addresses
physi cal conditions of the property- that may render the
property uni nhabitabl e or cause health and safety concerns.
Note the conditions observed during the wal k-through on the
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VC formas of the date of appraisal. A hone inspection. is
not required to conplete the VC. The VC formis divided
into Site and Property Analysis as well as other property
rel ated i nformation.

0 VC-1 identifies the site hazards and nui sances that may
render a location ineligible for FHA i nsurance.

0 VC-2 through VC-11 identify the basic structural and
mechani cal components of the property and are the bases
for determining if the property is habitable and
eligible for FHA-insured financing.
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0 VC-12 and VC-13 provide further information on the property.
0 The addenda include a provision for current market

assessed val ue and a summary of estimated repair costs.

Each section nust be conpleted entirely, based on the
instructions in the protocol in Appendix D of this Handbook

The apprai ser nust observe the property's components, test
certain basic operations, view areas of the hone that may
i nclude adverse conditions and report on readily observed
adverse conditions. In all instances, the observations are
as of the effective date of value, as identified in the VC
and apprai sal segnents.

0 For each itemin VC-1, a "YES" renders the property
ineligible for FHA nortgage insurance.

0 For each specific itemin VG2 through VC 11, "YES"
indicates a limting condition on the apprai sal subject
to the repair of the deficiency or further inspection

0 For each specific itemin VC 2 through VC 11, "NO'
i ndi cates that the appraiser did not observe a
deficient condition.

The apprai ser may encounter a negative physical condition
that does not require repair or inspection. In this
i nstance the appraisal is based upon the existing condition

"NO'" is not a substitute for a hone inspection by a
qual i fied professional home inspector, but nerely indicates
that the appraiser did not observe the condition during the
property inspection for valuation purposes.

For both "YES" and "NO' responses, exercise care and
judgrment in reporting the extent and the magnitude of the
observed condition. The nere presence of an item may not
require an inspection or repair. Likew se, depending on the
condition observed, a m nor observation may prove to be
significant to the soundness of the property. The property



anal ysis relies heavily on the appraiser's judgnment. It is
important to note all considerations as comments for each
Val uati on Condition.

For detailed instruction regarding the Valuation Conditions
Form please see the protocol in Appendix D of this
Handbook.

Apprai sal s performed for HUD FHA are not intended to protect
the buyer: they protect HUD. Many honebuyers ni stakenly
believe that a HUD apprai sal and subsequent inspection is a
guarantee that the property is free fromdefects when, in
fact, the appraisal only establishes the value of the
property for mnortgage insurance purposes. Buyers need to
secure their own home
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i nspection through the services of a qualified inspector and
sati sfy thensel ves about the condition of the property. If
available in a tinely manner, hone inspection reports should
be sent to the appraiser; this affords the appraiser the
opportunity to make val uati on adjustnments as needed.

C. PART 1: HOVEBUYER SUMVARY

This part sunmmarizes required repairs fromthe appraiser's
observation of the physical condition. The Honebuyer
Summary intends to protect the honmebuyer by informng
hi m her of any material conditions that typically nake the
property ineligible for FHA nortgage insurance.

> If any of the VC s are marked "YES" in the VC form the
apprai ser nmust denote it in the appropriate box of the
Honebuyer Summary and explain, in detail, the nature of
the problem

The summary al so includes a notice to the honmebuyer
regardi ng the val ue of securing a hone inspection, by a
qual i fied inspector.

5-2 ACCESS TO FORMs

The Honebuyer Summary and Val uation Conditions Form are avail able
electronically fromthe HUD I nternet website:
http://ww. hudcli ps. org.

5-3 RECORD KEEPI NG

HUD reserves the right to request and review the appraiser's work
files supporting an FHA-insured nortgage at any time and w thout
prior notice. Appraisers on the FHA Register nust conply with
the record-keeping and inspection requirenents as a condition of
perform ng appraisals for FHA-insured nortgages.

A M Nl MUM TERM FOR RECORD KEEPI NG
The appraiser is required to keep supporting docunentation
in addition to a copy of the CVP. These files nust be



mai ntai ned for five years after the date of preparation or
at least two years after final disposition of any judicial
proceeding in which testinony was gi ven, whichever expires
last. This is consistent with the Record Keeping Rul e of
USPAP.

B. DOCUMENTATI ON FI LE REQUI REMENTS

Al t hough there is no prescribed file for-mat or content,
appraiser's work files must include information to support
all findings, observations and concl usi ons supporting the
val ue estimate. The files nust indicate the rationale for
adj ustnents and the market data anal yzed in the devel opnent
of the appraisal report. The files mnust include
docunent ati on of the acceptance of the assignment and
hi storical and factual information, such as photographs and
maps. A sanple docunentation file index is provided bel ow
This is not a conprehensive list of information
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C. SAVPLE DOCUMENTATI ON FI LE

Secti on Supporting Data
Accept ance of assi gnnent Fil e menorandum
Property Description Legal description

Phot ogr aphs

Fl oor pl ans

Tax map and i nformation
Field notes frominspection
Li sting information

O fer to purchase

Nei ghbor hood

Notes fromthe field visit

Phot ogr aphs
Denogr aphi ¢ data

Cost Approach Rel evant Marshal | Swi ft
Val uati on
(i f applicable) i nformation

Cal cul ati ons perfornmed
Land Sal es detai l

Sal es Conpari son Approach Sal e details and phot ographs
Transaction information
Derivation of adjustnents
I nterview notes

i ncone approach Mar ket rent conparabl e
i nformation
(if applicable) Cap rate justification

H storical financial
statenents

t he



VC Condi ti ons Not ed

Addi ti ona

I nf ormati on
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Phot ograph of condition
Field notes

Support for any assuned
repairs

Cal cul ati on of cost to
repair a VC

condi tion

Surveys
Rel evant nar ket data
O her sources of data



