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SUBJECT:	Single Family Loan Production: Handbook 4150.2 - Valuation Analysis for Home Mortgage Insurance for Single Family One- to Four- Unit Dwellings, Comprehensive Valuation Package and the updated "Importance of Home Inspections" Form





To increase the accuracy and thoroughness of FHA appraisals performed as part of the homebuying process, Secretary Cuomo announced the Homebuyer Protection Plan for FHA insured mortgages.  Part of this plan includes:





o	Revising and updating the nine-year-old Appraisal Handbook.


o	Revising the Valuation Condition (VC) form.


o	Providing a new disclosure to prospective homebuyers which outlines the repair conditions of the property as observed by the appraiser.


o	Targeting of poorly performing appraisers for quality assurance reviews.


o	Announcing stronger enforcement actions against poorly performing appraisers.





This Mortgagee Letter announces the issuance of Handbook 4150.2 - Valuation Analysis for Home Mortgage Insurance for Single Family One- to Four- Unit Dwellings (Appraisal Handbook), the Comprehensive Valuation Package (CVP) and the updated "Importance of Home Inspections" form.  These new appraisal guidelines and forms must be used for all cases that obtain new FHA case numbers ordered on or after August 1, 1999.  Additional instructions for appraisers will issued in a forthcoming Mortgagee Letter.





Appraisal Handbook





This new Appraisal Handbook reflects all of the updates in FHA appraisal standards that have been adopted since the previous handbook was transmitted on March 15, 1990, as well as clarifications to FHA appraisal standards, for existing, proposed and new construction of one- to four- unit dwellings for FHA insured mortgage purposes.  This Appraisal Handbook incorporates the sections of Mortgagee Letters and other HUD Handbooks that are relevant to appraisals.  Those Mortgagee Letters and Handbooks are listed in the "Foreword" section of the Handbook.  The new Appraisal Handbook replaces most, but not all, of Handbook 4150.1 REV-1, "Valuation Analysis for Home Mortgage Insurance".  The Appraisal Handbook has two primary purposes:
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o	Provide guidance for appraisers on how to appraise existing, proposed and new construction of one- to four-family homes for which mortgages are to be insured by FHA.


o	Inform appraisers to the Department's improved monitoring of appraisals to ensure greater accountability associated with HUD appraisal reform.





Comprehensive Valuation Package (CVP)





The CVP has three parts.  Part one is the Uniform Residential Appraisal Report (URAR), part two is the Valuation Conditions - Notice to the Lender (VC form) and part three is a new disclosure to homebuyers entitled Homebuyer Summary - Notice to the Homebuyer (Homebuyer Summary) (see Attachments).  These three forms are more fully described below.





Part I -URAR





The URAR (attached) has not been modified and remains the same for FHA single family appraisals.





Part 2- - VC Form





The VC form (attached) has been revised to more clearly reflect the items under each of the current VC categories needed to meet the Department's Minimum Property Standards or Requirements (MPS/MPR).  Non MPS/MPR or routine maintenance items will no longer be listed on the VC form.  Appendix D of the new Handbook lists the specific conditions of the subject property that the appraiser must observe and note on the VC Form.  In addition, this section provides instructions on how to complete the Form.





Part 3 - Homebuyer Summary





The Homebuyer Summary will be prepared by the appraiser if any MPS/MPR nonconformity is noted by the appraiser.  The appraiser must sign the Homebuyer Summary and provide this document to the Lender, in addition to the URAR and VC form.  The Lender will be required to provide each prospective borrower with the Homebuyer Summary when a nonconformity is noted (attached).  The lender's Direct Endorsement (DE) Underwriter must review the Homebuyer Summary to assure that it is complete.  Borrowers must be in receipt of this Homebuyers Summary at least five (5) business days prior to loan closing and must so indicate on the form.  A Copy of the Homebuyer Summary signed by the appraiser and dated by homebuyer must be included in the case binder submitted to FHA with the lender's request for insurance endorsement.  Repair items must be completed prior to loan closing, using the repair procedures set forth in Appendix D of the new Handbook.
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Important FHA Consumer Protection Notice





FHA has replaced the "Importance of Home Inspections" form found in Mortgagee Letter 96-67 dated December 9, 1996, with the form "For Your Protection: Get a Home Inspection".  The "For Your Protection: Get a Home Inspection," informs the homebuyer that:





o	FHA Does Not Guarantee the Value or Condition of the Property.


o	An Appraisal is not a Home Inspection.


o	The Borrower Has the Right to have the House Inspected by a Professional Home Inspector.





The revised form must be signed on or before the date that the sales contract is executed (the sales contract must be re-executed if necessary) for all transactions that will involve FHA mortgage insurance on existing property.  A Copy of the Notice signed and dated by homebuyer must be included in the case binder submitted to FHA with the lender's request for insurance endorsement.  A copy of this revised form is attached to this Mortgagee Letter.





Clarification of Existing Policy





Existing handbook instructions found in HUD Handbook, 4000.4 Rev-1 pages 3-3 through 3-4, and Mortgagee Letter 95-7 allow DE underwriters to eliminate cosmetic repair items identified on the VC form by the appraiser.  This Mortgagee Letter clarifies that Minimum Property Requirements repair items cannot be waived and must be completed prior to loan closing, unless the completion of repairs meets HUD guidelines for the establishment of Escrow of Funds.





Information Collection Requirements





The information collection requirements referred to in this Mortgagee Letter have been approved by the Office of Management and Budget (OMB) under the Paperwork Reduction Act of 1995 (44 U.S.C. Chapter 35).  The OMB number issued for this requirement is OMB 2502-0538.





Obtaining Forms, Disclosures and the Appraisal Handbook





The handbook can be downloaded over the Internet at http://www.hudclips.org or http://www.hud.gov/reac/reasfappr.html or by calling 1-800-767-7468.  Forms or disclosures not attached to this Mortgagee Letter can be obtained from the Department's Forms Warehouse at:





http://www.hudclips.org/sub_nonhud/html/forms.htm





Past and future Mortgagee Letters can be viewed and downloaded over the Internet at:





http://www.hud.gov/fha/mletters/mltrmenu.html
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In addition, when the handbook becomes available in other media, this information will be added to the website.





Assistance





If you have questions about this Mortgagee Letter, please contact your local Home Ownership Center in Atlanta (1-888-696-4687), Denver (1-800-543-9378), Philadelphia (1-800-440-8647) or Santa Ana (1-888-827-5605).  In addition, the HUD's Real Estate Assessment Center's Customer Service Center can also provide assistance; the telephone number is 1-888245-4860.





						Sincerely,











						William C. Apgar


Assistant Secretary for Housing-


Federal Housing Commissioner





Attachments
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Attachment 1 - Handbook 4150.2 - Valuation Analysis for Home Mortgage Insurance for Single


	Family Dwellings


Attachment 2 - Uniform Residential Appraisal Report


Attachment 3 - Part 2: Comprehensive Valuation Package Valuation Conditions - Notice to


the Lender


Attachment 4 - Part 3: Comprehensive Valuation Package Homebuyer Summary - Notice to the


	Homebuyer


Attachment 5 - "For Your Protection: Get a Home Inspection"


