U.S. Department of Housing and Urban Development

H O U S I N G

_______________________________________________________________________

Special Attention of:               

Notice   H 94-9 (HUD)

Regional Administrators; Regional

Director of Housing; Directors of Housing    Issued:  February 8, 1994

Management; Directors of Housing             Expires: February 28, 1995

Development Chiefs of Valuation              ______________________________

                                                Cross References:

                                                Notice H 92-54

                                                Notice H 93-21

_______________________________________________________________________ 

Subject:  Review Checklist for Preservation Appraisal(s) under

          Title II of the Emergency Low Income Housing

          Preservation Act of 1987 (ELIHPA) and Title VI of the

          Low Income Housing Preservation and Resident

          Homeownership Act of 1990 (LIHPRHA)

     Attached is a review checklist to be used by both HUD

review appraisal staff and HUD contract review appraisers in

reviewing appraisal(s) for both Title II and Title VI.  In the

recent Office of Inspector General audit of the Title II program,

it was determined that in a number of cases, the appraisers did

not adequately document their files to indicate to what extent

the appraisal was reviewed.  In order to ensure that all

significant issues have been considered, such as rent control,

the appraisal review checksheet is attached.  The Notice is

effective upon receipt.

Attachment

                                                _________________________

                                                Nicolas P. Retsinas

                                                Assistant Secretary

_______________________________________________________________________

HMIT: Distribution:  W-3-1, W-2(H), W-3(H)(ZAOO)(OGC), W-4(H)(OGC), R-1,

                      R-2, R-3, R-3-1(H)(RC), R-3-2, R-3-3, R-6, R-6-2,

                      R-7, R-7-2, R-8

Previous Editions Are Obsolete                              HUD 21B (3-80)

                                                            GPO 871 902

_______________________________________________________________________ 

        Title II & VI

        Preservation of Low Income Housing

        Valuation

        Contract Review Checklist

The following checklist is to help Field Office Valuation Staff in their

review of contract appraisals in preservation cases.  If more space is

required attach separate sheets of paper.

___________________________________________________________________________

Property Name:                                   FHA Case Number:

_______________________________________________________________________

Address:                                         Effective Date

                                                 of Appraisal:

_______________________________________________________________________

[ ]  Desk Review (of Contract Review Appraiser)

[ ]  Field Review (required on all Title II & VI preservation appraisals).

     In performing the appraisal, did the contract appraiser:

1.   assume existing low income restrictions imposed by

     HUD have been removed;                                 [ ] Yes  [ ] No

2.   assume existing assisted mortgages have been prepaid;  [ ] Yes  [ ] No

3.   assume project based Section 8 contracts terminated

     at same time mortgage was paid off;                    [ ] Yes  [ ] No

4.   develop an estimate of conversion costs;               [ ] Yes  [ ] No

5.   assume all required repairs have been completed;       [ ] Yes  [ ] No

6.   deduct required repairs from unsubsidized value;       [ ] Yes  [ ] No

7.   consider lead-based mitigation and Section 504

     Accessibility costs in the appraisal (if they are

     local code requirements)?                              [ ] Yes  [ ] No

     Additional items to be reviewed...

8.   Was the highest and best use adequately defined?       [ ] Yes  [ ] No

9    Were the rents developed by the appraiser based

     on market rate comparables?                            [ ] Yes  [ ] No

10.  Did the appraiser consider the effect of Rent

     Control (if existing) on the market value of the

     project following theoretical conversion?              [ ] Yes  [ ] No

11.  Was the operating expense estimate done properly

     on a Title VI case?                                    [ ] Yes  [ ] No

        If any of the above questions is answered "no,"

        the appraisal is unacceptable.  For a Title II

        case, the HUD reviewer can make the corrections or

        do another appraisal.  For a Title VI case, the

        originating appraiser must correct the appraisal

        or it is unacceptable.

12.  Did the appraiser use Discounted Cash Flow (DCF)

     as the only method in estimating the

     capitalization approach to Value?                      [ ] Yes  [ ] No

13.  If the appraisal does not conform with Uniform

     Standards of Professional Appraisal Practice

     (USPAP) and the Appraisal Guidelines,

     is it serious enough to reject?                        [ ] Yes  [ ] No

        If the answer to the above questions is "yes,"

        the appraisal is unacceptable.  For a Title II case,

        the HUD reviewer can make the corrections or do

        another appraisal.  For a Title VI case, the

        originating appraiser must correct the appraisal

        or it is unacceptable.

        Listed below are additional review questions of

        a subjective nature which the reviewer should

        consider.

14.  If the occupancy rate exceeds 93%, does the data

     support that conclusion.                               [ ] Yes  [ ] No

15.  Were the rental adjustments reasonable and

     properly supported?                                    [ ] Yes  [ ] No

16.  Were the rental and sales comparables selected

     truly comparable to the subject or at least the best

     available?                                             [ ] Yes  [ ] No

17.  Did the appraiser consider either Gross Income

     Multiplier (GIM) or Effective Gross Income Multiplier

     (EGIM) in addition to the Market Approach?             [ ] Yes  [ ] No

18.  Did the appraiser develop an estimate of

     hypothetical upgrade improvements?                     [ ] Yes  [ ] No

19.  Was the capitalization rate based on market data?

     (if not, explain).                                     [ ] Yes  [ ] No

___________________________________________________________________________

                                                form HUD-93226 (2/17/94)

                                                ref. Handbook XXXXX

___________________________________________________________________________

Report Conclusions

Is the appraisal report acceptable with respect to the

Appraisal Guidelines?                                       [ ] Yes  [ ] No

If not acceptable, identify all major appraisal

deficiencies and attach to this review report.  If the

reviewer disagrees subjectively with the appraisal,

identify all areas and provide documentation to

support your conclusions.

_______________________________________________________________________

Review Appraiser's Name, Signature, & Date:

X

_______________________________________________________________________

Comments:

    ********************************************************************

    *                                                                  *

    *       GRAPHICS  MATERIAL  IN  ORIGINAL  DOCUMENT  OMITTED        *

    *                                                                  *

    ********************************************************************

___________________________________________________________________________

form HUD-93226 (2/17/94)

ref. Handbook XXXXX

