



                                   Mortgagee Letter 99-29

 

TO:  ALL APPROVED MORTGAGEES

	ALL FHA ROSTER APPRAISERS 



SUBJECT:  Single Family Loan Production: Clarifications Regarding the Homebuyer Protection Plan

 

 	In Mortgagee Letter 99-18, the Department announced the roll-out of the Secretary's Homebuyer Protection Plan for FHA insured mortgages.  In Mortgagee Letter 99-22, the implementation date for the mandatory use of the Homebuyer Summary and Valuation Condition (VC) Sheet was extended to September 10, 1999.  Since the issuance of these Mortgagee Letters, some industry partners have raised two issues: the first, whether a duly licensed appraiser has the competency to complete the aforementioned forms; the second, whether the Department has the authority to require the completion of these forms.



Competency



The Federal Housing Administration (FHA) of the United States Department of Housing and Urban Development (HUD) believes that any State licensed appraiser who has thoroughly read the updated appraisal handbook (Handbook 4150.2 Valuation Analysis for Home Mortgage Insurance for Single Family One- to Four- Unit Dwellings dated July 1, 1999) will have the competency to complete the Valuation Condition sheet and the Homebuyer Summary form.  Appraisers who have passed state licensing exams and are familiar with the requirements of Uniform Standards of Professional Appraisal Practice (USPAP) will be able to review the instructions set forth in the Handbook and to accurately complete the Valuation Condition Sheet and Homebuyer Summary forms.  The instructions are clear, concise, self-explanatory, and do not require an appraiser to perform work outside the scope of his or her expertise as defined by USPAP.  The handbook instructions and associated forms only apply to FHA insured loans.  These forms are unique to FHA and are not used by the conventional market.

�

The National Housing Act requires an appraiser performing appraisals of properties that will be security for FHA insured financing to be State licensed or certified to perform appraisals.  The State license or certification ensures that the appraiser is competent in performing appraisals and is knowledgeable in following proper appraisal standards as established in USPAP.  To become State licensed or certified, the appraiser must complete educational courses, have a set number of hours of experience in performing appraisals in accordance with State requirements and pass a State test.



Appraisers desiring placement on the FHA Roster of Appraisers voluntarily come to the Department and agree to learn about and abide by the Department’s established appraisal requirements.  To become an FHA Roster Appraiser, the state licensed or certified appraiser applies to FHA after successfully passing an examination on those requirements.  Appraisers already on the FHA Roster prior July 1, 1999 have until February 1, 2000 to pass the examination.  Until this testing is completed, FHA will rely on appraisers’ previous certification to an understanding of the FHA requirements which they made when originally applying for FHA Roster status.  



In making application to FHA, the appraiser completes a form in which he or she certifies that the appraiser will comply with the Handbook 4150.2 on Valuation Analysis for Home Mortgage Insurance. Once appraisers successfully complete these educational prerequisites in becoming State licensed or certified and in passing the FHA examination or certifying that they have read and understand FHA Handbook 4150.2, they have the necessary knowledge to competently complete the FHA forms for appraisals, including the Valuation Condition sheet and the Homebuyer Summary form.



Authority



States regulate appraiser practices in accordance with USPAP (or similar State standards based on USPAP).  These standards do not cover completing FHA forms such as the Valuation Condition Sheet or the Homebuyer Summary.  These extra forms are required only by FHA and only for FHA purposes.  Under Federal law the Department has the right to request the provision of this additional information.  



FHA must, at a minimum, require that FHA appraisals be performed in accordance with USPAP.  However, under its statutory mandate FHA also requires the appraiser to complete the VC sheet and the Homebuyer Summary sheet.  These forms are a necessary adjunct to an FHA appraisal report but certainly do not in themselves constitute an appraisal.  Of greater import, we emphasize that these forms do not constitute an inspection.  In fact, FHA procedures inform homebuyers numerous times during the purchase process that FHA recommends the homebuyers hire home inspector because appraisals do not constitute warranty of the condition of the property.  Furthermore, since these forms are designed to implement the provisions of Handbook 4150.2 which sets forth FHA unique appraisal standards, as authorized by Federal law pursuant to section 202(e) of the National Housing Act, the States are not authorized to preclude the State licensed or certified appraiser from completing these forms.     



	The Department trusts that this Mortgagee Letter will clarify the two issues that have surfaced in the past few weeks. If you have further 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).

 





Sincerely,

 



 

William C. Apgar

Assistant Secretary for Housing-

Federal Housing Commissioner


