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Meeting Notice 

Missouri Real Estate Appraisers Commission 
 

Missouri Division of Professional Registration 
3605 Missouri Blvd. 

Jefferson City, MO  65109 
 

March 13, 2018 
8:30 a.m. 

 
Notification of special needs as addressed by the Americans with Disabilities Act should be 
forwarded to the Missouri Real Estate Appraisers Commission, P.O. Box 1335, Jefferson City, 
Missouri 65102, or by calling (573) 751-0038 to ensure available accommodations.  The text 
telephone for the hearing impaired is (800) 735-2966. 

Except to the extent disclosure is otherwise required by law, the Missouri Real Estate Appraisers 
Commission is authorized to close meetings, records and votes to the extent they relate to the 
following: Section 610.021 subsections (1), (3), (5), (7), (13), (14) and Section 324.001.8 and 
324.001.9 RSMo 

The Commission may convene in closed session at any time during the meeting.  If the meeting is 
closed, the appropriate section will be announced to the public, with the motion and vote recorded 
in open session minutes. 

 
 
 
 
 
 

 



Open Session 

Tentative Agenda 
Missouri Real Estate Appraisers Commission 

 
Missouri Division of Professional Registration 

3605 Missouri Blvd 
Jefferson City, MO  65109 

 
March 13, 2018– 8:30 a.m. 

I. Call to Order 

II. Roll Call 

III. Approval of Open Session Agenda 

IV. Approval of Open Session Minutes 
 December 7, 2017 commission meeting 
 January 10, 2018 conference call 
 February 21, 2018 conference call 

 
V. Executive Director Report 

 Budget 
 MAAC presentation discussion 
 AARO Spring coference 

 
VI. 2018 AQB Qualification  changes 

 
VII. Education Review 

 Champions: 2018-2019 USPAP Update Equivalent  
 McKissock: Live Webinar: Be Compliant and Competitive with Restricted….  
 ASA: Uniform Appraisal Standards of Federal Land Acquisitions    
 Hondros: 2018-2018 USPAP Update       
 McKissock: The FHA Handbook 4000.1 

 
VIII. Miscellaneous 

 
IX. Closed Meeting - Closed Session 610.021 Subsection (1) for the purpose of discussion of confidential or 

privileged communication between this agency and its attorney; Section 610.021 Subsection (14) and 
324.001.8 and 324.001.9 RSMo for the purpose of discussing investigative reports and/or complaints 
and/or audits and/or other information pertaining to the licensee or applicant section 610.021 subsection 
(1) RSMo for the purpose of discussing general legal action,  causes of action or litigation and any 
confidential or privileged communication between this agency and its attorney, and for the purpose of 
reviewing and approving closed meeting minutes of one or more previous meetings under the 
subsection 610.021 RSMo which authorizes this agency to go into closed session during those 
meetings. 
 

X. Adjournment
 



Missouri Real Estate Appraisers Commission 
December 7, 2017 

Open Minutes 
Page 1 

 

Open Minutes 
Missouri Real Estate Appraisers Commission 

 
Missouri Division of Professional Registration 

3605 Missouri Blvd. 
Jefferson City, Missouri 65109  

December 7, 2017 -  8:30 a.m. 

Members Present 
Darryl (Skip) Knopf, Chairperson  
Casey Cash Gill  
Boyd Harris 
Ann Nunn Jones 
Julie Molendorp 
 
Members Absent 
Melba Curls 
 
Staff Present 
Vanessa Beauchamp, Executive Director 
Patty Morrow, Processing Technician III 

 
Guests Present 
Emerson Sutton, Certified General Appraiser 

 
The Missouri Real Estate Appraisers Commission was called to order by Skip Knopf, Chairperson at 8:33 a.m. on 
December 7, 2017. 

 
Approval of Open Session Agenda 
A motion was made by Ann Nunn Jones and seconded by Boyd Harris to approve the open session agenda as 
amended. Motion carried unanimously. 

 
Approval of Open Session Minutes 
A motion was made by Boyd Harris and seconded by Ann Nunn Jones to approve the open session minutes from the 
September 19, 2017 commission meeting and October 18, 2017 conference call. Motion carried unanimously. 
 
Executive Director Report 

 Budget 
The Commission reviewed the fund balance sheet which indicated the total amount of revenue collected, transfers made 
along with the ending fund balance. This was provided for informational purposes. 

 AARO update 
Ms. Molendorp and Ms. Beauchamp updated the Commission on their recent 2017 AARO Fall DC conference. This was 
provided for informational purposes. 

 
Rule review per 536.175 RSMo (rules and regulations) 
Every five years the Boards and Commissions are required to review the rules and regulations to determine if any  
clean up is needed. A motion was made by Ann Nunn Jones and seconded by Julie Molendorp to make no changes. 
Motion carried unanimously. 
 
20 CSR 2245-5.020 Proposed Amendment 
The Commission reviewed proposed amendment 20 CSR 2245-5.020. A motion was made by Boyd Harris and seconded 
by Cash Gill to approve the proposed changes. Motion carried unanimously. 
 
AQB Fourth Exposure Draft 
The Commission reviewed the Fourth Exposure Draft of Proposed Changes to the Real Property Appraiser Qualification 
Criteria. This was provided for informational purposes. 
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ASC Bulletin No 2017-01 and 2017-02 
The Commission reviewed ASC Bulletin 2017-01on the National Registry of AMCs and 2017-02 on extension of the 
Implementation Period for AMC Programs. This was provided for informational purposes. 
 
Instructor application 

 McKissock: Robert Frazier 
The Commission reviewed the instructor application submitted by McKissock, LP for Robert Frazier to be added to the 
previously approved courses, A Review of Disciplinary Cases; Adjustment Support for Residential Appraisers; 
Adjustments: Supported or Not Supported?; Analyze This! Applications of Appraisal Analysis; Appraisal Practices of 
Manufactured Housing; Expert Witness Testimony: To Do or Not to Do; Fannie Mae Appraisal Guidelines; Issues in 
Appraiser Liability; The FHA Handbook 4000.1; Recognizing Mortgage Fraud and It’s Effects and Work File: Your Best 
Defense Against an Offense. A motion was made by Ann Nunn Jones and seconded by Julie  Molendorp to approve the 
instructor. Motion carried unanimously. 
 
Education Review 

 Hondros: Defensible Appraising 
The Commission reviewed the course application submitted by Hondros College of Business for Defensible Appraising. 
A motion was made by Ann Nunn Jones and seconded by Cash Gill to approve the course. Motion carried unanimously. 

 Hondros: Challenging Assignments for Residential Appraisers 
The Commission reviewed the course application submitted by Hondros College of Business for Challenging Assignments 
for Residential Appraisers. A motion was made by Cash Gill and seconded by Ann Nunn Jones to approve the course. 
Motion carried unanimously. 

 Hondros: Better to be Safe Than Sorry 
The Commission reviewed the course application submitted by Hondros College of Business for Better to be Safe Than  
Sorry. A motion was made by Boyd Harris and seconded by Ann Nunn Jones to approve the course. Motion carried 
unanimously. 

 Hondros: Appraisal Review of Residential Properties  
The Commission reviewed the course application submitted by Hondros College of Business for Appraisal Review of 
Residential Properties. A motion was made by Ann Nunn Jones and seconded by Cash Gill to approve the course. Motion 
carried unanimously. 

 Hondros: Green in Residences and Appraisals 
The Commission reviewed the course application submitted by Hondros College of Business for Green in Residences and 
Appraisals. A motion was made by Julie Molendorp and seconded by Ann Nunn Jones to approve the course. Motion 
carried unanimously. 

 Hondros: Methodology and Application of Sales Comparison 
The Commission reviewed the course application submitted by Hondros College of Business for Methodology and 
Application of Sales Comparison. A motion was made by Ann Nunn Jones and seconded by Julie Molendorp to approve 
the course. Motion carried unanimously. 

 Hondros: Basic Construction Review 
The Commission reviewed the course application submitted by Hondros College of Business for Basic Construction 
Review. A motion was made by Cash Gill and seconded by Ann Nunn Jones to approve the course. Motion carried 
unanimously. 

 Hondros: Property and Valuation Analysis for FHA 
The Commission reviewed the course application submitted by Hondros College of Business for Property and Valuation 
Analysis for FHA. A motion was made by Boyd Harris and seconded by Cash Gill to approve the course. Motion carried 
unanimously. 

 Hondros: FHA and VA Today 
The Commission reviewed the course application submitted by Hondros College of Business for FHA and VA Today.  
A motion was made by Ann Nunn Jones and seconded by Cash Gill to approve the course. Motion carried unanimously. 

 McKissock: 2018-2019 USPAP Update 
The Commission reviewed the course application submitted by McKissock, LP for 2018-2019 USPAP Update. A motion 
was made by Julie Molendorp and seconded by Ann Nunn Jones to approve the course. Motion carried unanimously. 

 Columbia: Methodology and Applications of Sales Comparison 
The Commission reviewed the course application submitted by CoreLogic Valuation Solutions, Inc. dba The Columbia 
Institute for Methodology and Applications of Sales Comparison. A motion was made by Ann Nunn Jones and seconded 
by Julie Molendorp to approve the course. Motion carried unanimously. 
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 Columbia: Covering all the Bases in Residential Reporting 
The Commission reviewed the course application submitted by CoreLogic Valuation Solutions, Inc. dba The Columbia 
Institute for Covering all the Bases in Residential Reporting. A motion was made by Cash Gill and seconded by Ann  
Nunn Jones to approve the course. Motion carried unanimously. 

 Columbia: Defensible Appraising 
The Commission reviewed the course application submitted by CoreLogic Valuation Solutions, Inc. dba The Columbia 
Institute for Defensible Appraising. A motion was made by Boyd Harris and seconded by Ann Nunn Jones to approve the 
course. Motion carried unanimously 

 Columbia: Green in Residences and Appraisals 
The Commission reviewed the course application submitted by CoreLogic Valuation Solutions, Inc. dba The Columbia 
Institute for Green in Residences and Appraisals. A motion was made by Cash Gill and seconded by Ann Nunn Jones to 
approve the course. Motion carried unanimously 

 Columbia: Challenging Assignments for Residential Appraisers 
The Commission reviewed the course application submitted by CoreLogic Valuation Solutions, Inc. dba The Columbia 
Institute for Challenging Assignments for Residential Appraisers. A motion was made by Julie Molendorp and seconded 
by Ann Nunn Jones to approve the course. Motion carried unanimously 

 Columbia: Appraisal Review of Residential Properties 
The Commission reviewed the course application submitted by CoreLogic Valuation Solutions, Inc. dba The Columbia 
Institute for Appraisal Review of Residential Properties. A motion was made by Ann Nunn Jones and seconded by Julie  
Molendorp to approve the course. Motion carried unanimously 

 Lowman: 2018-2019 USPAP Update Course for Mass Appraisal 
The Commission reviewed the course application submitted by Lowman & Co. for 2018-2019 USPAP Update Course for 
Mass Appraisal. A motion was made by Cash Gill and seconded by Ann Nunn Jones to approve the course. Motion 
carried unanimously. 

 Lowman: 2018-2019 USPAP Update 
The Commission reviewed the course application submitted by Lowman & Co. for 2018-2019 USPAP Update. A motion 
was made by Boyd Harris and seconded by Ann Nunn Jones to approve the course. Motion carried unanimously. 

 Lowman: 2018-2019 USPAP 
The Commission reviewed the course application submitted by Lowman & Co. for 2018-2019 USPAP. A motion was made 
by Ann Nunn Jones and seconded by Cash Gill to approve the course. Motion carried unanimously. 

 Lowman: 2018-2019 Residential Review and USPAP Compliance 
The Commission reviewed the course application submitted by Lowman & Co. for 2018-2019 USPAP Residential Review 
and USPAP Compliance. A motion was made by Julie Molendorp and seconded by Ann Nunn Jones to approve the 
course with correspondence that this course will not meet the USPAP update continuing education requirement. Motion 
carried unanimously. 

 ASFMRA: 88th Annual Convention Day 2 
The Commission reviewed the course application submitted by American Society of Farm Managers and Rural Appraisers 
for 88th Annual Convention Day 2. A motion was made by Cash Gill and seconded by Ann Nunn Jones to approve the 
course along with granting retroactive approval. Motion carried unanimously. Mr. Harris recused himself from this 
discussion and vote. 

 ASFMRA: 2018-2019 USPAP 
The Commission reviewed the course application submitted by American Society of Farm Managers and Rural Appraisers 
for 2018-2019 USPAP. A motion was made by Ann Nunn Jones and seconded by Cash Gill to approve the course. Motion 
carried unanimously. Mr. Harris recused himself from this discussion and vote. 

 McKissock: Limited Scope Appraisal and Appraisal Reports 
The Commission reviewed the course application submitted by McKissock, LP for Limited Scope Appraisal and Appraisal 
Reports. A motion was made by Boyd Harris and seconded by Ann Nunn Jones to approve the course. Motion carried 
unanimously. 

 UMKC: 2018 Kansas City Real Estate Trends 
The Commission reviewed the course application submitted University of Missouri-Kansas City for 2018 Kansas City Real 
Estate Trends. A motion was made by Ann Nunn Jones and seconded by Cash Gill to approve the course. Motion carried 
unanimously. 
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 ASFMRA: Basic Appraisal Procedures 
The Commission reviewed the course application submitted by American Society of Farm Managers and Rural Appraisers 
for Basic Appraisal Procedures. A motion was Julie Molendorp and seconded by Ann Nunn Jones to approve the course. 
Motion carried unanimously. 

 McKissock: 2018-2019 USPAP Update for Non-Residential Property 
The Commission reviewed the course application submitted by McKissock, LP for 2018-2019 USPAP Update for Non-
Residential Property. A motion was Cash Gill and seconded by Ann Nunn Jones to approve the course. Motion carried 
unanimously. 

 McKissock: 2018-2019 USPAP 
The Commission reviewed the course application submitted by McKissock, LP for 2018-2019 USPAP. A motion was Cash 
Gill and seconded by Ann Nunn Jones to approve the course. Motion carried unanimously. 

 GPAA: 2018-2019 USPAP Update 
The Commission reviewed the course application submitted by Great Plains Appraisal Academy for 2018-2019 USPAP.  
A motion was Boyd Harris and seconded by Ann Nunn Jones to approve the course. Motion carried unanimously. 

 Lifetime: 2018-2019 USPAP Update 
The Commission reviewed the course application submitted by Lifetime Learning for 2018-2019 USPAP Update. A motion 
was made by Ann Nunn Jones and seconded by Cash Gill to approve the course. Motion carried unanimously. 

 Lifetime: 2018-2019 USPAP  
The Commission reviewed the course application submitted by Lifetime Learning for 2018-2019 USPAP. A motion was 
made by Julie Molendorp and seconded by Ann Nunn Jones to approve the course. Motion carried unanimously. 

 McKissock: Appraising Small Apartment Properties 
The Commission reviewed the course application submitted by McKissock, LP for Appraising Small Apartment Properties. 
A motion was Ann Nunn Jones and seconded by Cash Gill to approve the course. Motion carried unanimously. 

 McKissock: Intermediate Income Approach Case Studies for Commercial Appraisers 
The Commission reviewed the course application submitted by McKissock, LP for Intermediate Income Approach Case 
Studies for Commercial Appraisers. A motion was made by Cash Gill and seconded by Ann Nunn Jones to approve the  
course. Motion carried unanimously. 

 NAIFA: 2018-2019 USPAP Update 
The Commission reviewed the course application submitted by NAIFA for 2018-2019 USPAP. A motion was made by  
Boyd Harris and seconded by Ann Nunn Jones to approve the course. Motion carried unanimously. 

 AI: Online Residential and Commercial Valuation of Solar 
The Commission reviewed the course application submitted by Appraisal Institute for Online Residential and 
Commercial Valuation of Solar. A motion was made by Cash Gill and seconded by Ann Nunn Jones to approve the 
course. Motion carried unanimously. 
 
Miscellaneous 
The Commission revisited the issue of providing USPAP books to all the licenses. A licensee had contacted the  
Appraisal Foundation directly regarding options the Commission may have in purchasing and distributing the publication 
to its licensees. The Commission discussed the options provided by the Appraisal Foundation and the costs associated, 
with the lowest option being $28,000.00.  A motion was made by Julie Molendorp and seconded by Ann Nunn Jones to no 
longer supply the USPAP books to licensees as it would not be cost effective. In addition, this book can be obtained online 
and through the Appraisal Foundation. Motion carried unanimously. 
 
Closed Meeting 
A motion was made by Cash Gill and seconded by Julie Molendorp to move to closed session per motion to 
close pursuant to section 610.021 subsection (14) and 324.001.8 and 324.001.9 RSMo for the purpose of discussing 
investigative reports and/or complaints and/or audits and/or other information pertaining to the licensee or applicant 
section 610.021 subsection (1) RSMo for the purpose of discussing general legal action, causes of action or litigation and 
any confidential or privileged communication between this agency and its attorney, and for the purpose of reviewing and 
approving closed meeting minutes of one or more previous meetings under the subsection 610.021 RSMo which 
authorizes this agency to go into closed session during those meetings. Mr. Knopf, Mr. Gill, Mr. Harris, Ms. Molendorp 
and Ms. Nunn Jones voted in favor of the motion. 
 
Adjournment 
A motion was made by Cash Gill and seconded by Boyd Harris to adjourn. Motion carried unanimously. The meeting 
was adjourned approximately 11:50 pm on December 7, 2017. 
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Executive Director 

 
Approved by Missouri Real Estate Appraisers Commission on    
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Open Minutes 
Missouri Real Estate Appraisers Commission 

 
  Missouri Division of Professional Registration 

3605 Missouri Blvd 
Jefferson City, Missouri 65109 

 
January 10, 2018 -  8:30 a.m. 

 

Members Present 
Darryl (Skip) Knopf, Chairperson  
Melba Curls 
Casey Cash Gill (Mr. Gill joined the call approximately 8:40 am) 
Boyd Harris (Boyd left the meeting approximately 9:10 am) 
Ann Nunn Jones 
Julie Molendorp 
 
Staff Present 
Vanessa Beauchamp, Executive Director 
Patty Morrow, Processing Technician III 
Sharon Euler, Division Legal Counsel 
 
The Missouri Real Estate Appraisers Commission was called to order by Skip Knopf, Chairperson at 8:35 a.m. on 
January 10, 2018. 
 
Approval of Open Session Agenda 
A motion was made by Julie Molendorp and seconded by Ann Nunn Jones to approve the open session agenda. 
Motion carried unanimously. Mr. Gill was not present for this discussion and vote. 
 
Instructor additions: ASFMRA 

 Jeffrey Berg; Thomas Dobbin; Chris Greenwalt; Mark Lewis; LeAnn Moss; Ann Roehm; Scott Seely and  
James Synatzske 
The Commission reviewed the instructor applications for Jeffrey Berg; Thomas Dobbin; Chris Greenwalt; Mark Lewis; 
LeAnn Moss; Ann Roehm; Scott Seely and James Synatzke to be added to the previously approved 2018-2019 USPAP 
update course. A motion was made by Ann Nunn Jones and seconded by Julie Molendorp to approve the instructors. 
Motion carried unanimously. Mr. Gill was not present for this discussion and vote. 
 
Education Review 

 StLC IAAO: Residential Quality, Condition and Effective Age  
The Commission reviewed the course application submitted by St. Louis Chapter of IAAO for Residential Quality, 
Condition and Effective Age. A motion was made by Julie Molendorp and seconded by Ann Nunn Jones to approve the 
course. Motion carried unanimously. Mr. Gill was not present for this discussion and vote. 

 StLC IAAO: 2018 – 2019 USPAP Update 
The Commission reviewed the course application submitted by St. Louis Chapter of IAAO for 2018 – 2019 USPAP 
Update. A motion was made by Ann Nunn Jones and seconded by Julie Molendorp to approve the course. Motion 
carried unanimously. Mr. Gill was not present for this discussion and vote. 

 AI: 2018 – 2019 USPAP Update 
The Commission reviewed the course application submitted by Appraisal Institute for 2018 – 2019 USPAP Update.  
A motion was made by Julie Molendorp and seconded by Ann Nunn Jones to approve the course along with granting 
retroactive approval. Motion carried unanimously. Mr. Gill was not present for this discussion and vote. 

 AI: 2018 – 2019 USPAP 
The Commission reviewed the course application submitted by Appraisal Institute for 2018 – 2019 USPAP. A motion 
was made by Boyd Harris and seconded by Ann Nunn Jones to approve the course along with granting retroactive 
approval. Motion carried unanimously. Mr. Gill was not present for this discussion and vote. 
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 Kunzler: 2018 – 2019 USPAP Update 
The Commission reviewed the course application submitted by Kunzler Valuation & Consulting, Inc. for  
2018 – 2019 USPAP Update. A motion was made by Ann Nunn Jones and seconded by Julie Molendorp to  
approve the course. Motion carried unanimously. Mr. Gill was not present for this discussion and vote. 

 MSAA: Income & Expense, Lodging and Self – Storage 
The Commission reviewed the course application submitted by Missouri State Assessor Association for Income & 
Expense, Lodging and Self – Storage. A motion was made by Julie Molendorp and seconded by Ann Nunn Jones to 
approve the course. Motion carried unanimously. 

 NAIFA: Residential Report Writing Skills 
The Commission reviewed the course application submitted by NAIFA for Residential Report Writing Skills. A motion 
was made by Ann Nunn Jones and seconded by Julie Molendorp to approve the course. Motion carried unanimously. 

 SWIAAO: Assessment of Personal Property 
The Commission reviewed the course application submitted by Southwest Missouri Chapter of IAAO for Assessment of 
Personal Property. A motion was made by Cash Gill and seconded by Julie Molendorp to approve the course. Motion 
carried unanimously. 
 
Miscellaneous 
Ms. Beauchamp advised the Commission that the conference date for the spring Missouri Appraisers Advisory Council 
(MAAC) has not yet been determined which led to discussing possible presentation topics. 
 
Closed Meeting 
A motion was made by Ann Nunn Jones and seconded by Julie Molendorp to move to closed session per motion to 
close pursuant to section 610.021 subsection (14) and 324.001.8 and 324.001.9 RSMo for the purpose of discussing 
investigative reports and/or complaints and/or audits and/or other information pertaining to the licensee or applicant 
section 610.021 subsection (1) RSMo for the purpose of discussing general legal action, causes of action or litigation 
and any confidential or privileged communication between this agency and its attorney, and for the purpose of 
reviewing and approving closed meeting minutes of one or more previous meetings under the subsection 610.021 
RSMo which authorizes this agency to go into closed session during those meetings. Mr. Knopf, Ms. Curls, Mr. Gill, 
Ms. Molendorp, Mr. Harris and Ms. Nunn Jones voted in favor of the motion. 
 
Adjournment 
A motion was made by Ann Nunn Jones and seconded by Julie Molendorp to adjourn. Motion carried 
unanimously. The meeting was adjourned approximately 9:15 am on January 10 2018. 
 
 
 
 

 
Executive Director 
 
Approved by Missouri Real Estate Appraisers Commission on    
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Open Minutes 
Missouri Real Estate Appraisers Commission 

 
 

  Missouri Division of Professional Registration 
3605 Missouri Blvd 

Jefferson City, Missouri 65109 
 
 

February 21, 2018 -  8:30 a.m. 
 
 

Members Present 
Darryl (Skip) Knopf, Chairperson  
Melba Curls (Ms. Curls adjourned the call at 9:42 am) 
Boyd Harris  
Ann Nunn Jones 
Julie Molendorp 
 
Members Absent 
Casey Cash Gill 
 
Staff Present 
Vanessa Beauchamp, Executive Director 
Patty Morrow, Processing Technician III 
Tom Townsend, Division Legal Counsel 
 
The Missouri Real Estate Appraisers Commission was called to order by Skip Knopf, Chairperson at 8:32 a.m. on 
February 21, 2018. 
 
Approval of Open Session Agenda 
A motion was made by Ann Nunn Jones and seconded by Melba Curls to approve the open session agenda as 
amended. Motion carried unanimously. 
 
2018 AQB Qualification changes/Randall Bryson correspondence 
The Commission reviewed the Real Property Appraiser Qualification Criteria Summary of Changes effective  
May 1, 2018 along with an email from Randall Bryson. The Commission will table this to the March 13, 2013 
Commission meeting to allow time for further discussion. 
 
Instructor addition 

 Lifetime Learning: Andrea Storms – Basic Appraisal Principles; Basic Appraisal Procedures; Residential  
Market Analysis & Highest & Best Use; Residential Report Writing & Case Studies 
The Commission reviewed the instructor applications for Andrea Storms to be added to the previously approved  
courses. A motion was made by Julie Molendorp and seconded by Ann Nunn Jones to approve the instructor. Motion 
carried unanimously.  
 
Education Review 

 McKissock: The Appraisal of 2-4 Unit Properties (classroom) 
The Commission reviewed the course application submitted by McKissock, LP for The Appraisal of 2-4 Unit Properties 
(classroom). A motion was made by Ann Nunn Jones and seconded by Julie Molendorp to approve the course. Motion 
carried unanimously. 

 McKissock: The Appraisal of 2-4 Unit Properties (online) 
The Commission reviewed the course application submitted by McKissock, LP for The Appraisal of 2-4 Unit Properties 
(online). A motion was made by Boyd Harris and seconded by Ann Nunn Jones to approve the course. Motion carried 
unanimously. 
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 Allterra: 2018 Keynote Charleston 
The Commission reviewed the course application submitted by Allterra Group, LLC for 2018 Keynote Charleston. A 
motion was made by Ann Nunn Jones and seconded by Julie Molendorp to approve the course. Motion carried 
unanimously. 

 Allterra: 2018 Appraisal Policy and Procedures 
The Commission reviewed the course application submitted by Allterra Group, LLC for 2018 Appraisal Policy and 
Procedures. A motion was made by Ann Nunn Jones and seconded by Julie Molendorp to approve the course. Motion 
carried unanimously. 

 McKissock: Evaluating Today’s Residential Appraisal 
The Commission reviewed the course application submitted by McKissock, LP for Evaluating Today’s Residential 
Appraisal. A motion was made by Julie Molendorp and seconded by Ann Nunn Jones to approve the course. Motion 
carried unanimously. 

 Calypso: 2018-2019 USPAP Update 
The Commission reviewed the course application submitted by American Continuing Education Institute dba Calypso 
Continuing Education for 2018-2019 USPAP Update. A motion was made by Ann Nunn Jones and seconded by  
Julie  Molendorp to approve the course. Motion carried unanimously. 

 McKissock: Manufactured Home Appraisal 
The Commission reviewed the course application submitted by McKissock, LP for Manufactured Home Appraisal. A 
motion was made by Boyd Harris and seconded by Ann Nunn Jones to approve the course. Motion carried 
unanimously. 

 AI: Online Appraising Automobile Dealerships 
The Commission reviewed the course application submitted by Appraisal Institute for Online Appraising Automobile 
Dealerships. A motion was made by Ann Nunn Jones and seconded by Julie Molendorp to approve the course. Motion 
carried unanimously. 

 MAAC: 2018-2019 USPAP Update 
The Commission reviewed the course application submitted by MAAC (Missouri Appraisers Advisory Council) for  
2018-2019 USPAP Update. A motion was made by Ann Nunn Jones and seconded by Boyd Harris to approve the 
course. Motion carried unanimously. 

 AI: 2018-2019 USPAP 
The Commission reviewed the course application submitted by Appraisal Institute for 2018-2019 USPAP. A motion was 
made by Julie Molendorp and seconded by Ann Nunn Jones to approve the course. Motion carried unanimously. 

 AI: 2018-2019 USPAP Update 
The Commission reviewed the course application submitted by Appraisal Institute for 2018-2019 USPAP Update. A 
motion was made by Ann Nunn Jones and seconded by Julie Molendorp to approve the course. Motion carried 
unanimously. 

 City of St. Louis: Basic Appraisal Principles 
The Commission reviewed the course application submitted by City of St. Louis for Basic Appraisal Principles. A motion 
was made by Boyd Harris and seconded by Ann Nunn Jones to approve the course. Motion carried unanimously. 

 Lowman: Methods and Techniques Used in the Cost, Sales Comparison & Income Approaches 
The Commission reviewed the course application submitted by Lowman & Co. for Methods and Techniques Used in  
the Cost, Sales Comparison & Income Approaches. A motion was made by Ann Nunn Jones and seconded by Julie 
Molendorp to approve the course. Motion carried unanimously. 

 Lowman: Let’s Review The Methods and Techniques Used in the Cost, Sales Comparison & Income  
Approaches 

The Commission reviewed the course application submitted by Lowman & Co. for Let’s Review the Methods and 
Techniques Used in the Cost, Sales Comparison & Income Approaches. A motion was made by Ann Nunn Jones and 
seconded by Julie Molendorp to approve the course. Motion carried unanimously. 

 OREP Education Network: How to Raise Appraisal Quality and Minimize Risk 
The Commission reviewed the course application submitted by OREP Education Network for How to Raise Appraisal 
Quality and Minimize Risk. A motion was made by Ann Nunn Jones and seconded by Boyd Harris to approve the 
course. Motion carried unanimously. 

 ASFMRA: Basic Appraisal Principles 
The Commission reviewed the course application submitted by American Society of Farm Managers and Rural 
Appraisers for Basic Appraisal Principles. A motion was made by Julie Molendorp and seconded by Ann Nunn Jones to 
approve the course. Motion carried unanimously. 
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Miscellaneous 
 Ms. Beauchamp informed the Commission that the AMC rule has been filed. The intent is to start collecting  

fees during the 2018 renewal period. This was provided for informational purposes. 
 Ms. Beauchamp informed the Commission that Trent Watson has replaced Pat Strader as the MAAC Lobbyist. 

In addition, Joseph Rose is no longer the president of MAAC. This was provided for informational purposes. 
 The Commission discussed the upcoming MAAC presentation along with possible ideas/topics for the 

Commissions portion of the conference. This will be discussed further at the March 13, 2018 Commission 
meeting. 

 
Closed Meeting 
A motion was made by Ann Nunn Jones and seconded by Julie Molendorp to move to closed session per motion to 
close pursuant to section 610.021 subsection (14) and 324.001.8 and 324.001.9 RSMo for the purpose of discussing 
investigative reports and/or complaints and/or audits and/or other information pertaining to the licensee or applicant 
section 610.021 subsection (1) RSMo for the purpose of discussing general legal action, causes of action or litigation 
and any confidential or privileged communication between this agency and its attorney, and for the purpose of 
reviewing and approving closed meeting minutes of one or more previous meetings under the subsection 610.021 
RSMo which authorizes this agency to go into closed session during those meetings. Mr. Knopf, Ms. Curls,  
Ms. Molendorp, Mr. Harris and Ms. Nunn Jones voted in favor of the motion. 
 
Adjournment 
A motion was made by Julie Molendorp and seconded by Boyd Harris to adjourn. Motion carried unanimously. 
The meeting was adjourned approximately 10:20 am on February 21, 2018. Ms. Curls was not present for this 
vote. 
 
 
 
 

 
Executive Director 
 
Approved by Missouri Real Estate Appraisers Commission on    
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Real Estate Appraisers - 0561
FY 2018 Monthly Fund Balance Sheet

July August September October November December January February March April May June Lapsed July YTD Total Projected

Remaining 
(Projected - YTD 

Total)
Beginning Fund Balance 964,774.93 951,854.78 944,670.96 936,729.99 924,110.56 914,776.79 902,770.60 895,077.48 895,077.48 895,077.48 895,077.48 895,077.48 895,077.48

Revenue 4,400.00 8,370.00 4,640.00 4,770.00 6,450.00 7,460.00 6,250.00 42,340.00 679,550.00 637,210.00

Revenue Adjustment 0.00 0.00 0.00

Total Revenue 4,400.00 8,370.00 4,640.00 4,770.00 6,450.00 7,460.00 6,250.00 0.00 0.00 0.00 0.00 0.00 0.00 42,340.00 679,550.00 637,210.00

Appropriation Costs:
0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Expense and Equipment 0.00 0.00 0.00

Personal Service and Per Diem 0.00 0.00 0.00
Total Appropriation Costs 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

PR Transfers (HB 7.530):
Rent 131.07 403.27 131.07 140.99 806.40 1,617.66 811.26

DIFP Department Cost Allocation 219.85 193.09 412.94 1,021.79 608.85

Licensee Refunds 410.00 410.00 2,000.00 1,590.00

Start-up Loan - Borrower's Expense 0.00 0.00 0.00

Division PR Transfer:

Division-Wide Costs 936.41 1,600.67 1,023.89 853.50 981.01 812.30 6,207.78 15,826.72 9,618.94

Purchasing Staff 26.25 28.04 27.53 27.96 24.99 27.80 162.57 305.85 143.28

Legal Team 66.49 72.40 69.70 88.42 90.29 142.03 529.33 3,304.74 2,775.41

CRR 131.58 133.73 115.55 133.05 150.15 114.86 778.92 1,994.25 1,215.33

Board Specific:

Expense/Equipment 1,359.20 1,044.95 934.47 3,028.34 8,629.36 886.01 15,882.33 205,009.50 189,127.17

Personal Services 6,011.13 5,861.39 6,092.64 5,821.09 5,814.84 6,089.84 35,690.93 75,353.08 39,662.15

Fringe Benefits 3,121.91 3,111.02 3,130.29 3,113.12 3,115.43 3,134.62 18,726.39 36,840.12 18,113.73

Technical Support Staff 146.89 149.73 155.81 145.54 152.73 133.38 884.08 1,775.79 891.71

Central Mail Processing 152.53 159.11 158.45 162.47 157.75 184.72 975.03 1,785.09 810.06

CIU Investigations 105.16 357.37 198.97 284.42 218.57 122.16 1,286.65 2,482.38 1,195.73

Total Division PR Transfer 0.00 12,057.55 12,518.41 11,907.30 13,657.91 19,335.12 11,647.72 0.00 0.00 0.00 0.00 0.00 0.00 81,124.01 344,677.52 263,553.51

Total PR Transfers 0.00 12,188.62 12,738.26 12,503.66 14,067.91 19,466.19 11,788.71 0.00 0.00 0.00 0.00 0.00 0.00 82,753.35 349,316.97 266,563.62

GR Transfer (HB 7.535):
Attorney General 2,346.17 3,536.77 1,715.86 805.41 8,404.21 135,000.00 126,595.79

Administrative Hearing Comm. 0.00 20,000.00 20,000.00

Total GR Transfer 0.00 2,346.17 0.00 3,536.77 1,715.86 0.00 805.41 0.00 0.00 0.00 0.00 0.00 0.00 8,404.21 155,000.00 146,595.79

Other Transfers:
Workers Compensation 0.00 0.00 0.00

Unemployment 0.00 0.00 0.00

Board Staff Fringe Benefits 0.00 0.00 0.00

Biennium Sweep 0.00 0.00 0.00

OA Cost Allocation Transfer 1,349.00 1,349.00 1,349.00 4,047.00 5,397.00 1,350.00

FY 2017 Transfers Carried Over:
FY 2017 May/June PR Transfer                    15,971.15 15,971.15 0.00 (15,971.15)

FY 2017 July Lapse PR Transfer               0.00 0.00 0.00

FY 2017 PR Transfer Adjustment             (157.29) (157.29) 0.00 157.29

FY 2017 Final Rent Transfer Adj             0.37 0.37 0.00 (0.37)

FY 2017 DIFP Transfer Adjustment 0.00 0.00 0.00

FY 2017 AG - June 1,018.66 1,018.66 0.00 (1,018.66)

FY 2017 AHC - June                                 0.00 0.00 0.00

Total FY 2017 Transfers Carried Over 15,971.15 1,019.03 (157.29) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 16,832.89 0.00 (16,832.89)

Total Transfers 17,320.15 15,553.82 12,580.97 17,389.43 15,783.77 19,466.19 13,943.12 0.00 0.00 0.00 0.00 0.00 0.00 112,037.45 509,713.97 397,676.52

Total Appropriation Costs and Transfers 17,320.15 15,553.82 12,580.97 17,389.43 15,783.77 19,466.19 13,943.12 0.00 0.00 0.00 0.00 0.00 0.00 112,037.45 509,713.97 397,676.52

Ending Fund Balance 951,854.78 944,670.96 936,729.99 924,110.56 914,776.79 902,770.60 895,077.48 895,077.48 895,077.48 895,077.48 895,077.48 895,077.48 895,077.48

FY 2018 Actual FY 2018 Projections



MAAC Ideas/comments submitted by Boyd 

Sun 2/25/2018 5:19 PM 

I was working on materials for another class I am supposed to help teach and he wanted me to 
focus on the report writing and compliance aspects of the process.  As I worked on that, it occurred 
to me that that may be how to address the other matter that we were looking at with regard to VLF 
for farm appraisals, etc.  They sort of all started coming together. 

My question is; is there a complaint  that we have that has a glaring example in a complaint that we 
could use;  of course we would have to retype/redact/sterilize to make it useable.  Or, at least use it 
among ourselves to reproduce a classroom example?  I just thought a real life example to work with 
to make an example would be easier than trying to invent a train wreck. 

 

Sun 2/25/2018 5:19 PM 

My thoughts on this are on the order of addressing our Scope of Practice rule, Scope of Work. and 
the first page of Standard 2 in USPAP, on page 20. From there, it may just turn into a pared-down 
report writing seminar, beefed up with statutes, etc. to specifically address why what is being done 
is right or how it would have to be “supplemented” to make it compliant, if it could be done 

 

Mon 2/26/2018 9:49 AM 

Below is a rough outline that perhaps, if it makes sense to you, you could share with the 
others, have them provide thoughts, things they think should be worked in, and maybe we can build 
from there and each do a portion as they want. 

Fundamentals, Forms and Flaws 

A Review of Who Can Do What, How and How Not To 
1. Start with Review of 339.501, with focus on 501.5 (1-5) 
2. Review 20 CSR 2245-9 Section 3 

 Break this down to highlight Sections A and C 
 Detail breakdown of Section B, Res. Cert/terms/allowed properties with discussion of 

implied sizes, property types, income elements,  HBU analysis, etc. 
          (I have a more detailed breakdown outlined in my notes) 

3. Review  SR1 and SR2, particularly the opening lines of each section.  Especially in 
Standard 2 where is talks about not specifying a form but that the format must be 
compliant.  In particular the part about need to supplement a form to make it compliant 

4. Perhaps take an example of a VLF used to do a farm property and then work through it as to 
where it is deficient and what would have to be done to make it compliant.  Basically do this 
by walking through SR 1 and 2 to match up where a form might be sufficient and where it 
would be deficient.  

5. Perhaps pull some slides/info from a Report Writing class and work them in. 







Beauchamp, Vanessa 

From: 

Sent: 

To: 

Subject: 

Magdalene Vasquez 

Tuesday, February 27, 2018 11:38 AM 

Magdalene Vasquez 

AQB Adopts New Real Property Appraiser Qualification Criteria 

r.:;i =--==--======---·-
t=..J 

Appraiser Qualifications Board Adopts 

New Real Property Appraiser Qualification Criteria 

At its public meeting on February 1, 2018, the Appraiser Qualifications 
Board (AQB) adopted new Criteria requirements. These Criteria go into 
effect May 1, 2018. 

In the coming months, the AQB will issue additional guidance on the new 
requirements in the form of Q&As, a new Guide Note 10 (on in-lieu of 
college degree requirements), a presentation on May 5, 2018 at the 
Association of Appraiser Regulatory Officials Conference, and a short 
PowerPoint webinar summarizing the changes. 

In the meantime, if you would like to review a summary of the changes, click 
here: https://appraisalfoundation.sharefile.com/d-s40e607fb0d64915a 

To review the new Criteria language, click here: 
https :/ /appraisalfoundation .sharefile. com/d-sdO 12395690d48e 1 b 

An updated Criteria booklet will be available soon. 

As a reminder, your state cannot implement these requirements any sooner 
than May 1, 2018. 

If you have any questions or additional comments, please email 
magdalene@appraisalfoundation.org. 

1 
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Morrow, Patty

From: Beauchamp, Vanessa
Sent: Monday, February 05, 2018 12:10 PM
To: Morrow, Patty
Subject: FW: AQB Qualification changes as of May 1, 2018.

For next meeting  

From: Randall C Bryson SRA, AI-RRS [ 
Sent: Monday, February 05, 2018 12:13 PM 
To: Ann Nunn; 'Boyd Harris'; Beauchamp, Vanessa 
Subject: AQB Qualification changes as of May 1, 2018. 

Members of the Missouri Real Estate Appraiser Commission, 

The AQB & ASB has spent three years considering changes to Appraiser Qualifications Criteria. It seems public comment 
has been split on several items of consideration. While I submitted comment in support of the changes I do see both 
sides. I am concerned that some of the negative feedback might not be from the industry that is working in the field. As 
most of us know, the average age of an appraiser across the county is not getting any lower.  

I have two staff appraisers in the upper 50s and I am 64 years of age. The industry will have to find other ways to survive 
if there are not enough qualified appraisers to provide services. I have been active in the field for 38 years now and still 
enjoy the business and process. I do see qualified people wanting to get into the appraisal business but the minimum 
requirements and the low income levels for a new trainee is preventing the industry from growing and potentially 
surviving. 

The number of appraisal class room hours gives a trainee the tools and knowledge to get started. While experience I the 
best teacher anything over 12 months is not necessary. The industry in large part will not accept the trainee signing on 
the left side. The secondary market is clear that this is acceptable as long as the supervisor signs. The larger players in 
the market (AMCs) are setting a higher standard. This reduces an Owner’s interest in taking on a trainee for two years 
before he or she can be out on their own when in most cases, they are well qualified at a year to be making inspections. 

I encourage the Commission to adopt the changes the AQB has made which will be taking place May 1, 2018. 

Sincerely, 

Randall C Bryson SRA, AI-RRS    

Associated Property Analysts, Inc           
209 E Green Meadows Rd. Ste E 
Columbia, MO 65203 
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REAL PROPERTY APPRAISER QUALIFICATION CRITERIA 
Summary of Changes 

Effective May 1, 2018 

The Appraiser Qualifications Board of The Appraisal Foundation establishes the minimum qualifications for 
real property appraisers in the United States. These qualifications can be found in the Real Property 
Appraiser Qualification Criteria.  

To become a real property appraiser, candidates must obtain qualifying education hours, and, as applicable, 
obtain college-level education and experience hours, and successfully pass the National Uniform Licensing 
and Certification Examination. The following is a summary of changes to the Criteria effective May 1, 2018. 
Because state appraiser regulatory agencies are only required to adopt minimum AQB Criteria, it is crucial 
that candidates contact their state to determine if the state intends to adopt any or all of these changes, and 
if so, when the changes may go into effect.   

College-Level Education 
PREVIOUS 

January 1, 2015 – April 30, 2018 
NEW 

May 1, 2018 

Licensed Residential 30 Semester Hours of College-Level 
Education 

No College-Level Education 
Required 

Certified Residential Bachelor’s Degree or Higher (See Chart of Options on 
Next Page) 
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May 1, 2018  

 
College Level Education for Certified Residential 

Option #1 Option #2 Option #3 Option #4 Option #5 Option #6 
Bachelor’s 
Degree in 
any field 
of study 

Associates Degree 
in a field of study 
related to:  
 Business 

Administration 

 Accounting 

 Finance 

 Economics; or 
 Real Estate 

Successful 
completion of 30 
semester hours of 
college-level 
courses in each of 
the following 
specific topic areas: 
 English 

Composition (3 
hours) 

 Microeconomics (3 
hours) 

 Macroeconomics 
(3 hours) 

 Finance (3 hours) 
 Algebra, 

Geometry, or 
Higher Math (3 
hours) 

 Statistics (3 hours) 
 Computer Science 

(3 hours) 
 Business Law or 

Real Estate Law (3 
hours) 

 Two elective 
courses in any of 
the above topics, 
or in Accounting, 
Geography, 
Agricultural 
Economics, 
Business 
Management, or 
Real Estate (3 
hours each) 

Successful 
completion of at 
least 30 hours of 
College Level 
Examination 
Program® (CLEP®) 
examinations that 
cover each of the 
specific topic areas 
in Option #3 (see 
Equivalency Table 
on next page). 

 

Any 
combination 
of Option #3 
and Option 
#4 that 
includes all 
of the topics 
identified 

No college-
level 
education 
required. 
 
This option 
applies only 
to appraisers 
who have 
held a 
Licensed 
Residential 
credential for 
a minimum of 
five (5) years 
and have no 
record of any 
adverse, final, 
and non-
appealable 
disciplinary 
action 
affecting the 
Licensed 
Residential 
appraiser’s 
legal eligibility 
to engage in 
appraisal 
practice within 
the five (5) 
years 
immediately 
preceding the 
date of 
application for 
a Certified 
Residential 
credential. 
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Summary of Changes to the Real Property Appraiser Qualification Criteria 

May 1, 2018  

 
 Equivalency Table  

CLEP Exams CLEP Semester 
Hours Granted Applicable College Courses 

College Algebra 3 
Algebra, Geometry, Statistics, or 
higher mathematics 

College Composition 6 English Composition 

College Composition Modular 3 English Composition 

College Mathematics 6 
Algebra, Geometry, Statistics, or 
higher mathematics 

Principles of Macroeconomics 3 Macroeconomics or Finance 

Principles of Microeconomics 3 Microeconomics or Finance 

Introductory Business Law 3 Business Law or Real Estate Law 

Computer Science 3 Information Systems 
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May 1, 2018  

Experience 
 Pre April 30, 2018 Effective May 1, 2018 

Licensed Residential 2,000 hours in no fewer than 
twelve (12) months 

1,000 hours in no fewer than six 
(6) months 

Certified Residential 2,500 hours in no fewer than 
twenty-four (24) months 

1,500 hours in no fewer than 
twelve (12) months 

Certified General 

3,000 hours in no fewer than 
thirty (30) months, of which one 
thousand five hundred (1,500) 
hours must be in non-
residential appraisal work 

3,000 hours in no fewer than 
eighteen (18) months, of which 
one thousand five hundred 
(1,500) hours must be in non-
residential appraisal work 
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The FHA Handbook 4000.1  
Written by: Daniel A. Bradley, SRA, CDEI 

 

 
Version 2.17 and 
11.17 



www.mckissock.com 

As the culmination of a project that took over one year to complete, FHA has 
released the Single Family Housing Policy Handbook, also known as Handbook 
4000.1.  This Handbook is designed to consolidate FHA requirements into one 
single authoritative source, instead of having requirements scattered throughout 
several different handbooks and mortgagee letters.  Effective September 14, 
2015, Handbook 4000.1 is the “go-to” handbook for appraisers and lenders, and 
FHA appraisers need to become familiar with its requirements. After the 
mortgage meltdown of 2006-2009, FHA-insured loans have made a comeback, 
and now have a significant share of the 1- to 4-family residential lending market.  
This seminar focuses on the new FHA Handbook 4000.1 with emphasis on 
revisions to FHA appraisal requirements and protocols.  In addition, students will 
learn how to effectively stay up-to-date with FHA requirements.     
For appraisers seeking placement on the FHA Appraiser Roster, this detailed 
seminar is essential. For the current FHA Roster appraiser, it will provide useful 
insight and tips.  

Course Description 

2 
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• Summarize a basic understanding of the FHA Single Family Housing Policy 
Handbook project and how it affects appraisers 

• Identify recent changes to FHA policy 
• Recognize minimum property requirements and standards 
• Recognize specific FHA property observation requirements, including those for 

the subject’s site, exterior, mechanical systems, and interior 
• Recognize FHA valuation and reporting protocols  
• Identify and apply additional development and reporting requirements for the 

appraisal of single-family, manufactured home, condominium, and 2- to 4-family 
properties 

• Identify requirements for HUD REO appraisals  
• Identify sources for information on changes to FHA mortgage and appraisal 

requirements  

Course Learning Objectives 

3 
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Course Contents 

Part 1: Overview of Single Family Handbook Project 
and FHA Basics   

Part 2: Doing Business with FHA  

Part 3: Appraiser and Property Requirements  

Part 4: Quality Control, Oversight and Compliance  

Part 5: Appraisal Report and Data Delivery Guide   

Part 6: Final Thoughts  



www.mckissock.com 

• Current and future solvency of the FHA Mortgage Insurance Fund    

• Actual or suggested FHA appraisal fees   

• Line-by-line reading of the new Handbook 4000.1 and Data Delivery 
Guide (1,000+ pages total) 

• The minutiae of UAD protocols and Fannie Mae form contents  

• Non-appraisal related requirements, e.g., borrower qualification and 
underwriting standards 

What we will NOT cover 

5 
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Part 1 
• Overview of Single Family Handbook 

Project 



www.mckissock.com 

Overview of Single Family Handbook Project and FHA Basics 

Handbook goals 

Handbook layout 

 Effective date 

Handbook project 

• According to HUD’s website, the 
goals of developing this SF 
Handbook were: 

• Be a single, authoritative 
source of policy 

• Use clear, consistent, and 
more direct language  

• Align the flow of the 
Handbook to the mortgage 
process 

• Make it easier to understand 
and implement policy 
changes  

7 
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Overview of Single Family Handbook Project and FHA Basics 

Handbook goals 

Handbook layout 

 Effective date 

Handbook project • The SF Handbook is divided into 
five sections: 
• Doing Business with FHA* 
• Origination Through Post-

Closing/Endorsement * 
• Servicing and Loss 

Mitigation  
• Claims and Disposition    
• Quality Control, Oversight 

and Compliance*   

8 

* Sections that are important to appraisers 
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Overview of Single Family Handbook Project and FHA Basics 

Handbook goals 

Effective Date 

Handbook project 
• Originally, the effective date 

was to be June 15, 2015 but it 
was extended  

• The eventual effective date of 
the SF Handbook 4000.1 was 
September 14, 2015 

• The Handbook is revised 
periodically and the effective 
date of the revisions is noted in 
the transmittal letter  

Handbook layout 

9 
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Part 2 
• I. Doing Business with FHA  

• B. Other Participants  

• 1. Appraisers 



www.mckissock.com 

Doing Business with FHA - Appraisers 

Doing Business  
with FHA 

The SF Handbook contains a 
section titled “Doing Business 
with FHA – Other Participants in 
FHA Transactions – Appraisers” 

• It includes information on:    

• FHA Appraiser Roster 

• Roster Eligibility Requirements 

• Roster Application Process 

Page 61 
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Doing Business with FHA - Appraisers 

New Applicant 
Procedure 
Definition  

“Appraiser  refers to an FHA 
Roster Appraiser who observes, 
analyzes, and reports the physical 
and economic characteristics of a 
Property and provides an opinion 
of value to FHA. An Appraiser’s 
observation is limited to readily 
observable conditions and is not 
as comprehensive an inspection 
as one performed by a licensed 
home inspector.” 

Page 61 
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Doing Business with FHA - Appraisers 

FHA Appraiser 

In order to do appraisals for FHA 
loans (including reverse mortgages 
and REO properties) an appraiser 
must be listed on the FHA roster   

Eligibility  

• Must be a state-certified appraiser 

• Must not be listed on HUD’s  
Limited Denial of Participation 
(LDP) list, Credit Alert Verification 
Reporting System (CAIVRS), or be 
subject to current loss of standing 
or suspension as an appraiser in 
any state  

Page 61 
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Doing Business with FHA - Appraisers 

FHA roster instructions for new applicants:  

http://portal.hud.gov/hudportal/HUD?src=/gro
ups/appraisers  

Applicant must meet minimum eligibility 
requirements 

Applications must be submitted online, 
following step-by-step directions 

Applicant must also certify that he or she has 
“read and fully understands and will comply 
fully with FHA Single Family Housing Policy 
Handbook (SF Handbook) and FHA Single 
Family Housing Residential Appraisal Report 
and Data Delivery Guide.”  

New Applicant 
Procedure 

New Applicant 
Procedure 

Page 62 

http://portal.hud.gov/hudportal/HUD?src=/groups/appraisers
http://portal.hud.gov/hudportal/HUD?src=/groups/appraisers
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Doing Business with FHA - Appraisers 

New Applicant 
Procedure Reinstatement 

If you have ever been on the FHA roster, you 
are not required to go through the same 
application process as a new applicant 
 
Former roster appraisers must apply for 
reinstatement  
 
The FHA will reject applications of former roster 
appraisers who fill out the application as “new” 
applicants  
 
On the FHA application site, there is a clickable 
link to access the instructions for reinstatement 
http://portal.hud.gov/hudportal/HUD?src=/progr
am_offices/housing/sfh/appr/reinstatements  

http://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/sfh/appr/reinstatements
http://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/sfh/appr/reinstatements
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Doing Business with FHA - Appraisers 

• FHA requires the assigned 
appraiser to be able to complete 
the assignment for the property 
type, assignment type, and 
geographic location of the 
subject property  

• Appraisers must comply with 
USPAP, including the 
COMPETENCY RULE, when 
conducting FHA appraisals   

• Appraisers must avoid conflicts 
of interest, and the appearance 
of conflicts of interest  

New Applicant 
Procedure 

Appraiser 
Competency 

Pages 63-64 
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Doing Business with FHA - Appraisers 

New Applicant 
Procedure Confidentiality  

“The Appraiser is bound by the 
confidentiality provisions of the 
USPAP and may not discuss the 
value or conclusions of the 
appraisal with anyone other than 
the Direct Endorsement (DE) 
underwriter or FHA staff or their 
representatives.” 

The appraiser is permitted to 
interact with real estate agents 
and others to provide property 
access, information, and other 
market data. 

Page 64 
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Part 3 
• II. Origination Through Post-Closing/ 

Endorsement  

• D. Appraiser and Property Requirements 
for Title II Forward and Reverse Mortgages 
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This section of the SF Handbook is intended to replace 
Handbooks 4905.1 and 4150.2, as well as several 
Mortgagee Letters. 

It is 70 pages long. 

Many of the requirements are the same as previous HUD 
guidance, but some have changed. 

For those new to FHA appraising, and for those who could 
benefit from a “refresher”, we will cover this section of 
Handbook 4000.1 in great detail. 

Appraiser and Property Requirements 

19 Page 480 
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This section has 12 subparts: 

1. Commencement of the Appraisal   

2. General Appraiser Requirements  

3. Acceptable Appraisal Reporting Forms and Protocols 

4. Valuation and Reporting Protocols  

5. Property Acceptability Criteria for Manufactured Housing 

6. Condominium Projects 

7. Valuation of Leasehold Interests 

8. Additional Appraisal Requirements for 223(e) Mortgages  

D.  APPRAISER AND PROPERTY REQUIREMENTS FOR TITLE II FORWARD 
AND REVERSE MORTGAGES 

20 
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9. Unimproved Property Appraisal  
10.Update of an Appraisal  
11.Market Conditions Addendum, Fannie Mae Form 

1004MC/Freddie Mac Form 71  
12.Programs and Products 

a. Section 248 Indian Land Program 
b. Section 247 Hawaiian Homelands Program 
c. 203(k) Program 
d. Special Energy-Related Building Components 
e. HUD REO Properties 

D.  APPRAISER AND PROPERTY REQUIREMENTS FOR TITLE II FORWARD 
AND REVERSE MORTGAGES, cont’d. 

21 
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The appraisal process is the mortgagee’s tool for 
determining if a property meets eligibility requirements and 
standards for an FHA insured mortgage 

Mortgagees bear primary responsibility for determining 
eligibility and sufficiency of collateral  

The appraiser provides: 

• Preliminary verification that the Property Acceptability 
Criteria have been met, AND 

• An appraised value for the property. 

Eligibility Requirements 

22 
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Eligibility Requirements, continued 

The criteria apply to  

• residential properties containing one- to  four-family housing 
units, 

• individual condominiums 

• manufactured housing units, 

• related property improvements, 

• the sites on which they are located, AND 

• the immediate environment for the dwelling including streets 
and other services or facilities associated with the site 

23 
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Three operative words 

Representatives from FHA have 
stated in training sessions that 
the appraiser’s obligations in 
the new Handbook can be 
boiled down to three operative 
words: 

• OBSERVE 
• ANALYZE 
• REPORT 

The appraiser must: 

observe the property and note 
property conditions 

analyze the effect on value and 
marketability of the observed 
condition 

report the observed condition 
and the appraiser’s analysis of 
the condition’s effect on value 
and marketability 
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You will note that the appraiser’s obligations that appear in the 
new SF Handbook do not include the word “inspect” 
FHA now uses the term “observe” in its place, e.g. 
“The appraiser must observe the physical condition of the 
plumbing, heating and electrical systems.” 
The Handbook does not require the appraiser to 
• “inspect” 
• “test” 
• “certify” 
anything related to property condition. 
 

Observe 

25 
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The SF Handbook states: 

“The appraiser must observe, analyze, and report that the 
Property meets HUD’s MPR and MPS.” 

“Minimum Property Requirements (MPR) refer to the general 
requirements that all homes insured by FHA be safe, sound, 
and secure. 

Minimum Property Standards (MPS) refer to regulatory 
requirements relating to the safety, soundness, and security 
of New Construction.” 

On a side note:  
Safe, Sound, Secure – The Three S’s 

26 
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1. Commencement of the Appraisal 

The effective date of the appraisal 
cannot be before the FHA case 
number assignment date, unless:   

• the mortgagee certifies the 
appraisal was ordered for 
conventional or government 
guaranteed loan purposes, and  

• was performed pursuant to FHA 
guidelines  

This is a new assignment 
because intended users have 
changed 

If a re-inspection of the property 
is not necessary, the prior 
effective date can be used 

The appraiser must disclose 
the prior service at the time of 
the assignment and in the new 
report certification  
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The appraiser must obtain all of the following from the 
mortgagee before beginning the appraisal:   
• A complete copy of the executed sales contract for the 

subject (if a purchase transaction)  
• Land lease, if applicable 
• Surveys or legal descriptions if available  
• Any other legal documents contained in the loan file 
• A point of contact and contact information for the mortgagee 

so the appraiser can communicate any noncompliance 
issues  

1. Commencement of the Appraisal 

28 
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Part II D 3. ACCEPTABLE APPRAISAL REPORTING 
FORMS AND PROTOCOLS 
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A table identifying the acceptable reporting for the 
property/assignment type is included in the Handbook. 

Briefly, they are: 

1004/70 – Single Family 
• Detached, Attached, or semi-detached  

1073/465 – Single Unit Condominium 
1004C/70B – Manufactured (HUD Code) Housing 

3. Acceptable Appraisal Reporting Forms and Protocols  

30 
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1025/72 – Small Residential Income Property Appraisal 
Report  
• Small residential income properties (Two to four units)  

1004D/442 – Update of Appraisal 
• All property types  

HUD-92051 - Compliance or Final Inspection 
• New construction or manufactured housing 

1004D/442 – Compliance or Final Inspection 
• Existing property 

 

3.  Acceptable Appraisal Reporting Forms and Protocols, continued 

31 
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HUD requires every property to be safe, sound, and secure 
to be eligible for FHA insurance 
The property must comply with HUD’s MPR and MPS.  
• existing construction must comply with MPR 
• new construction must comply with MPR and MPS 
These standards and requirements form the basis for  
• identifying the deficiencies of the property that the 

appraiser must note within the appropriate appraisal form, 
and  

• that must be addressed by the mortgagee before closing. 

Property Compliance 

32 
Page 483 



www.mckissock.com 

Application of MPR and MPS by Construction Status 

• Existing construction 100% 
complete for over one year or 
has been completed for less 
than one year but has been 
occupied 

• New construction has three 
categories: 

• Proposed Construction – 
No concrete or permanent 
material has been placed 

• Under Construction – 
construction has begun to 
100% complete, but no CO 

• New Construction 
Existing Less than One 
Year – property is 100% 
complete and has been 
completed for less than one 
year of issuance of the CO, 
but never occupied 
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Defective Conditions refer to 
• defective construction, 

• evidence of continuing settlement, 

• excessive dampness, 

• leakage, decay, termites 

• environmental hazards, OR 

• other conditions affecting health/safety of occupants, 
collateral security, or structural soundness of the dwelling. 

Defective Conditions – Definition 

34 
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Appraiser Responsibility  
The appraiser must: 
• Identify defective conditions  
• Identify defective conditions that are curable and provide an 

estimated cost to cure 
If the appraiser cannot determine that a property meets MPR or 
MPS, an inspection by a qualified individual or entity is required  
The appraiser must:  
• identify defective conditions, AND 
• provide photographic documentation in the report. 

 

Defective Conditions 
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Examples of conditions that require an inspection include, but are not 
limited to: 
• standing water against foundation; 
• excessively damp basements; 
• hazardous materials on the site or within the improvements; 
• faulty or defective mechanical systems; 
• evidence of structural failure (e.g., settlement or bulging foundation wall, 

unsupported floor joists, cracked masonry walls or foundation);  
• evidence of possible pest infestation; OR 
• leaking or worn-out roofs. 
A reason must be given when requiring an inspection of any mechanical 
system, structural system, etc. 

Conditions that Require Inspection  
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A. Real Estate Entity  
• The subject must be 
•  a single, marketable real estate entity, and 
• it may consist of a primary plot with a secondary plot contributing to use 

and marketability. 
The secondary plot may not be capable of a separate use. 
B. Property Rights   
The appraiser must contact the mortgagee if the property rights to be 
appraised  are not held in  
• Fee Simple or  
• Leasehold ownership that complies with HUD requirements  

c.  Minimum Property Requirements 
i.  Legal Requirements 

37 
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A. Party or Lot Line Wall 
A building constructed on or next to a property line must be 
separated from the adjoining building by a wall extending the full 
height of the building from the foundation to the ridge of the roof. 
B.  Non-Residential Use of Property 
Any non-residential use of the property must be subordinate to its 
• residential use, 
• character, and 
• appearance. 
The non-residential portion may not exceed 49% of floor area 

ii.  Legal and Land Use Considerations 

38 
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C.  Zoning 
• FHA requires the property comply with all applicable zoning 

ordinances. 
Illegal property uses are not eligible for FHA insurance. 
The appraiser must determine whether the current use 
complies with zoning ordinances. 
If the property does not comply with current zoning but is 
accepted by the zoning authority,  
• the appraiser must report the property as “Legal Non-

Conforming” and explain. 

ii.  Legal and Land Use Considerations 
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ii.  Legal and Land Use Considerations 

C.  Zoning, continued 

If the use of the property is legal non-conforming, the 
appraiser must analyze AND report 

• any adverse effect from the non-conforming status, AND 
• whether the property may be legally rebuilt if destroyed.  

40 
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D.  Encroachments 
An encroachment may cause a property to be ineligible 
The appraiser must identify any encroachments of: 
• the subject’s dwelling, garage, or other improvement onto an 

adjacent property, right-of-way, utility easement, or AND 
• a neighboring dwelling, garage, or other physical structure or 

improvements on the subject property. 
The appraiser must notify the mortgagee if it appears an 
encroachment affects the subject property, so that the 
mortgagee may determine eligibility  

ii.  Legal and Land Use Considerations 

41 
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iii. Externalities 

Externalities refer to off-site 
conditions that affect a property’s 
value. 

The appraiser must 

• consider how externalities affect 
marketability and value of the 
subject property,  

• report the issue and the market’s 
reaction, and 

• address them within the 
approaches to value 

1.  Heavy Traffic 
The appraiser must 

• analyze, and 

• report 

whether close proximity to a heavily 
travelled roadway or railway has an 
effect on the marketability and 
value of the site because of excess 
noise and safety issues 
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2.  Airport Noise and Hazards 
Appraisers must identify properties affected by 
• noise AND 
• hazards of low flying aircraft 
• because they are near an airport. 
The appraiser must 
• review airport contour maps, AND 
• analyze accordingly 
The acceptability of the property must be based on its 
marketability 

iii. Externalities 

43 
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3.  Special Airport Hazards 
The appraiser must note if  

• the property is located within a Clear Zone (a/k/a Runway 
Protection Zone) at a civil airport or military airfield, AND 

• consider the effect of the airport hazards on the marketability 
when valuing the subject property. 

Existing dwellings, the appraiser must condition the appraisal on 
the borrower’s acknowledgement of the hazard. 

Proposed, Under Construction, and Existing Less than One 
Year are ineligible; the appraiser must notify the mortgagee.  

 

iii. Externalities  
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4.  Proximity to High Pressure Gas Lines 
No dwelling or related property improvements may be 
located less than 10 feet from the nearest boundary of the 
easement for an aboveground or subsurface 

• high pressure gas pipeline 

• liquid petroleum pipeline 

• or other volatile and explosive products 

The appraiser must notify the mortgagee of the deficiency  

iii. Externalities 

45 
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5.  Overhead Electric Power Transmission and Distribution 
Lines 
The appraiser must indicate in the report if overhead power 
lines or local distribution lines pass directly over any dwelling, 
structure, or property improvement, including pools and spas  
The appraiser must notify the mortgagee if dwelling or 
improvements are located within an easement or within an 
unsafe distance to a power line or tower  
The appraiser is required to note and comment on the effect 
on marketability resulting from the proximity to such site 
hazards and/or nuisances 

iii. Externalities 
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iii. Externalities 

6.  Smoke, Fumes and Offensive 
Odors 
The appraiser must notify the 
mortgagee if 

• excessive smoke 

• chemical fumes 

• noxious odors, stagnant ponds or 
marshes, 

• poor surface drainage, AND/OR 

• excessive dampness 

threaten the 

• health and safety of the 
occupants, OR 

• the marketability of the property. 

If these conditions do exist but do 
not threaten the occupants or 
marketability, the appraiser must 
consider their effect on value. 
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7.  Stationary Storage Tanks 
The appraiser must notify the mortgagee if the subject is located within 
300 feet of 
• an aboveground or subsurface stationary storage tank 
• with a capacity of 1,000 gallons or more of flammable or explosive 

material 
This includes 
• domestic and 
• commercial uses, 
• including automotive service station tanks. 
This generally means the property is ineligible, but remember, the 
mortgagee is responsible for determining eligibility  

iii. Externalities 

48 
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A.  Access to Property 
The appraiser must 

• note whether there is adequate access to the site, AND 

• analyze any effect on value or marketability 

Each property must have safe and adequate pedestrian or 
vehicular access from a public or private street 

Adequate vehicular access is defined as 

• all-weather road surface over which emergency and typical 
passenger vehicles can pass at all times. 

 

 

iv. Site Conditions  

49 
Pages 491-492 



www.mckissock.com 

A.  Access to Property, continued 
Streets must be either 
• public or  
• retained as private streets with permanent recorded easements, 

AND 
• the appraiser must report evidence of a permanent easement. 
A joint maintenance agreement for a private road is not required, 
however, the appraiser must 
• ask if a maintenance agreement exists, and  
• comment on the condition of the private road or lane. 

iv. Site Conditions  
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B.  On-Site Hazards and Nuisances 
The appraiser must  
• note 
• comment on, AND 
• provide photographic evidence, when possible 
of all on-site or adjacent hazards and nuisances affecting the subject that 
may endanger 
• the health and safety of the occupants, and/or 
• structural integrity, OR 
• marketability of the property. 
The mortgagee determines eligibility.  

iv. Site Conditions  

51 
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C. Topography  
The appraiser must notify the mortgagee if surface and subsurface 
water is not diverted from the dwelling to ensure positive drainage 
away from the foundation 
If the  
• purchase contract,  
• any other documentation,  
• or the appraiser’s observation  
indicates there is dampness because of a foundation issue, then 

“the appraiser must make the appraisal subject to an inspection 
by a qualified individual or Entity.” 

iv. Site Conditions  
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iv. Site Conditions  

D. Grading and Drainage  
The appraiser must check for 
readily observable evidence of 
grading and drainage problems 
and must note any readily 
observable evidence of 
standing water adjacent to the 
foundation  

If grading does not provide 
positive drainage away from the 
improvements, the appraiser 
must make the appraisal 
“subject to repair”  
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G. Oil or Gas Wells 
The appraiser must 
• examine the site for readily observable evidence of an oil or gas well, 

AND 
• report the distance from the dwelling 
Distance is measured from  the dwelling to the site boundary, not to the 
actual well site. 
The appraiser must notify the mortgagee of the deficiency if the dwelling is 
located with 75 feet of an operating or proposed gas or oil well  
If the appraiser notes an abandoned gas or oil well on the subject or 
adjacent property, the appraiser must stop work and notify the mortgagee  

iv. Site Conditions  
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I.  Property Eligibility in Special Flood Hazard Areas 
Appraisers are required to 
• review the FEMA Flood Insurance Rate Map (FIRM), and  
• make appropriate notations on the applicable appraisal 

reporting form, including the map panel number and date  
If the property appears to be located within a Special Flood 
Hazard Area (Zones A and V), the appraiser must attach a 
copy of the flood map panel to the appraisal report 
If the property is not shown on any map, enter “not mapped” 

iv. Site Conditions  

55 
Page 495 



www.mckissock.com 

L.  Mineral, Oil and Gas Reservations  
The appraiser must consider the degree to which  
• the residential benefits may be impaired, or 
• the property damaged by the exercise of the rights set forth in oil, 

gas and mineral reservations. 
Consideration should be given to the following: 
• the infringement on property rights of the fee owner caused by the 

rights granted by the reservation or lease; AND 
• the hazards, nuisances, or damages that may arise or accrue to 

the subject property from the exercise of reservation or lease 
privileges on neighboring properties 

iv. Site Conditions  
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iv. Site Conditions 

M.  Soil Contamination 
Appraiser must check for readily 
observable evidence of hazardous 
substances including:  

• USTs used for heating oil, 

• pools of liquid, pits, ponds, 
lagoons,  

• stressed vegetation,  

• stained soils or pavement, or  

• drums or odors. 

The appraiser must note the 
proximity to  
• dumps,  
• landfills,  
• industrial sites, or 
• other sites that could contain 

hazardous wastes 
that may have a negative 
influence on the marketability 
and/or value of the subject 
property. 
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For appraisals of  
• proposed construction 
• under construction, or 
• properties less than one year old, 
the appraiser must receive 
• a fully executed form  HUD-92541, Builder’s Certification of Plans, 

Specifications, and Site,  
• signed and dated no more than 30 days prior to the date the appraisal was 

ordered,  
• BEFORE performing the appraisal  
The appraiser must review the form and analyze any discrepancies between the 
information provided by the builder and the appraiser’s observations 

v.  New Construction Site Analysis 
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The appraiser must distinguish 

• “Excess Land” from 

• “Surplus Land.” 

Excess land refers to land not needed to serve or support 
the existing improvement.   

The highest and best use of excess land may or may not be 
the same as that of the improved parcel.    

Excess land may have the potential to be sold separately 

vi.  Excess and Surplus Land 
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Surplus Land refers to land that  

• is not currently needed to support the existing 
improvement, 

• but cannot be separated from the property and sold off. 

Surplus land  
• does not have an independent highest and best use, and 

• may or may not contribute to the value of the improved 
parcels 

vi. Excess and Surplus Land  
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i.  Excess and Surplus Land, continued 
A highest and best use analysis must be included to support the 
appraiser’s conclusion of excess land. 
If the subject contains  
• two or more legally conforming platted lots under one legal description 

and ownership, AND 
• the second vacant lot is capable of being divided and/or developed as a 

separate parcel,  
the second lot 
• is treated as excess land, AND  
• the value of the second lot must be excluded from the final value 

conclusion. 

vi. Excess and Surplus Land  
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A.  Requirements for Living Unit 
Each living unit must contain: 

• a continuing and sufficient supply of safe and potable water under 
adequate pressure and of appropriate quality for all household 
uses 

• sanitary facilities and a safe method of sewage disposal 

• at least one bathroom which must include at a minimum, a water 
closet, lavatory, and a bathtub or shower 

• adequate space for healthful and comfortable living conditions 

• heating adequate for healthful and comfortable living conditions 

vii.  Characteristics of Property Improvements 
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A.  Requirements for Living Unit, continued 
Each living unit must contain: 
• domestic hot water 
• electricity adequate for lighting, cooking and for mechanical 

equipment used in the living unit. 
FHA does not have a minimum size requirement for one- to four-
family dwellings and condominium units. 
Manufactured Housing units do have a minimum size requirement 
of 400 SF. 
(Other Manufactured Housing requirements will be addressed later 
in this material.) 

 
 

vii.  Characteristics of Property Improvements 
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B.  Access to Living Unit 
Access to the living unit must be provided 

• without passing through any other living unit. 

Access to the rear yard must be provided  

• for attached dwellings, access may be by means of alley, 
easement, common area, or passage through the dwelling 

If access is deficient, the appraiser must notify the mortgagee  

The appraiser must report when the subject property has 
security bars on bedroom windows or doors 

vii.  Characteristics of Property Improvements  
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vii.  Characteristics of Property Improvements 

C.  Non-Standard House Styles 
For unique properties 

• e.g., a log house, earth sheltered 
housing, dome houses, houses with 
lower-than-normal ceiling heights, 
etc., 

the appraiser must provide a comment 
that the property 

• is structurally sound, 

• readily marketable, AND 

• the appraiser must apply appropriate 
techniques for analysis and 
evaluation 

The appraiser may require 

• additional education, 

• experience, AND/OR 

• assistance for these types of 
properties 
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vii.  Characteristics of Property Improvements 

D.  Modular Housing 
Modular Housing refers to 
dwellings constructed 

• according to state and local 
codes 

• off-site in a factory, 

• transported to a building lot, and 

• assembled by a contractor into a 
finished house. 

Although quality can vary, all of the 
materials  

• framing 

• roofing and plumbing 

• cabinetry, 

• interior finish 

• electrical 

are identical to comparable quality 
conventional “stick-built” housing. 
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vii.  Characteristics of Property Improvements 

D.  Modular Housing, continued 

Modular Housing  

• IS NOT considered Manufactured 
Housing for FHA insurance 
purposes, 

• IS treated the same as stick-built 
housing 

• IS reported on the same form as 
stick-built housing (not the 1004C). 

 

Appropriate comparable sales 
must be  

• selected AND 

• analyzed. 

Appropriate comparable sales 
may include: 

• conventionally built housing, 

• modular housing, or 

• manufactured housing. 
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E.  Identifying an Accessory Dwelling Unit 
An ADU refers   
• to a habitable living unit, 
• added to, created within, or detached from a primary one-unit 

single family dwelling, 
• constituting a single interest in the real estate. 
An ADU is a  
• separate additional living unit which includes 

• kitchen, 
• sleeping, and 
• bathroom facilities. 

vii.  Characteristics of Property Improvements 
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E.  Identifying an Accessory Dwelling Unit, continued 
The appraiser will determine if the property classifies as a  
• single-family dwelling with an ADU, OR 
• a two-family dwelling. 
The appraiser must notify the mortgagee if the property has more than one 
ADU  
An ADU is usually  
• subordinate in size, location and appearance to the primary house, and 
• may or may not have separate means of ingress or ingress. 
The living area of the ADU must not be included in the GLA of the primary 
dwelling. 

vii.  Characteristics of Property Improvements  
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GLA is the total area of 
• finished, 
• habitable, 
• above-grade living space 
The appraiser must: 
• identify non-contiguous living area and analyze its effect on functional 

utility; 
• ensure finished basements and unfinished attic areas are not included in 

total GLA; 
• use the same measurement techniques for the subject and the 

comparable sales; AND 
• report the building dimensions in a consistent manner. 

d.  Gross Living Area (GLA)  
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When any part of a finished level is below grade, all of that  level is 
reported as below grade finished area, AND considered on a different line 
in the appraisal report 
 
UNLESS the market considers it to be partially below-grade habitable 
space. (definition coming up shortly)  
In the case of non-standard properties and floor plans, the appraiser must 
• observe, 
• consider, 
• analyze, AND 
• report the market expectations and reactions to the unique property. 

d.  Gross Living Area (GLA)  
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iii.  Additions and Converted Space 
Room additions and garage conversions are to be treated as part of 
the GLA provided that the addition/conversion space: 
• is accessible from the interior of the main dwelling in a functional 

manner, 
• has a permanent and sufficient heat source, AND 
• was built in keeping with the design, appeal, and quality of 

construction of the main dwelling. 
Room additions and garage conversions which do NOT meet this 
criteria are to be addressed as a separate line item in the sales grid, 
not in GLA. 

d.  Gross Living Area (GLA) 
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iii.  Additions and Converted Space, continued 

Appraisers must analyze and report differences in functional 
utility when selecting comparable properties of similar total GLA 
that do not include converted living space. 

If the appraiser chooses to include converted living space as 
GLA, the appraiser must include an explanation of: 

• the composition of the GLA reported for the comparable sales, 

• the functional utility of the subject and comparable properties, 
AND 

• the market’s reaction 

d.  Gross Living Area (GLA) 
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d.  Gross Living Area (GLA) 

iv.  Partially Below-Grade 
Habitable Space 
This is defined as “living area 
constructed partially below grade, 
but has the full utility of GLA.” 

This space may have the full utility of 
GLA, but does not meet its strict 
definition. 
 

The appraiser must report:  

• the design and measurements of 
the subject,  

• the market acceptance or 
preference, 

• how the levels and areas of the 
dwelling are being calculated and 
compared, AND  

• the effect this has on the analysis. 
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v. Bedrooms 
The acceptability of a bedroom requires  

• windows or 

• a door  

that can accommodate ingress/egress in an emergency, 
regardless of location above or below grade. 

If a room does not have ingress/egress, the appraiser must 
not identify the room as a bedroom.  

d.  Gross Living Area (GLA)  
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e.  Appliances  

Appliances are:  

• Refrigerators 

• Ranges/ovens 

• Dishwashers 

• Disposals 

• Microwaves 

• Washers/dryers  

Note: this section of the Handbook 
was revised effective 9/30/2016.  

“Appliances that are to remain and 
that contribute to the market value 
opinion must be operational.”  

“The Appraiser must note all 
appliances that remain and 
contribute to the Market Value.”  

It does not state who must operate 
the appliances, but since this is in 
the appraisers’ section of the 
Handbook…you can draw your 
own conclusions.   
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Swimming pools must be operational to provide contributory 
value  

The appraiser must report readily observable defects in a non-
covered pool that would render the pool inoperable or unusable  

Appraiser must require that pools with unstable sides or 
structural issues be 

• repaired, OR 

• permanently filled in accordance with local guidelines, AND the 
surrounding land re-graded if necessary  

f.  Swimming Pools  
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If the swimming pool has been 

• winterized, OR 

• the appraiser cannot determine if the pool is in working 
order, 

the appraiser is to complete the appraisal  

• with the extraordinary assumption that the pool and its 
equipment can be restored to full operating condition at 
normal costs. 

 

 

f.  Swimming Pools, continued 
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g.  Mechanical Components and Utilities 

Mechanical systems must be: 

• safe to operate 

• protected from destructive 
elements 

• have reasonable future utility, 
durability and economy, AND 

• have adequate capacity. 

If they are not, the appraiser must 
notify the mortgagee 

The appraiser must observe the 
physical condition of the 

• plumbing, 

• heating, AND 

• electrical systems. 

The appraiser must  

• operate applicable systems, AND 

• observe their performance. 
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If the systems are 

• damaged, OR 

• do not function properly, 

the appraiser must condition the appraisal on 

• repair, OR 

• further inspection. 

For vacant properties, the appraiser must note in the report 
whether the utilities were on or off at the time of the appraisal. 

g.  Mechanical Components, continued 
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If utilities are not on, and the systems could not be operated, 

the appraiser must: 

• render the appraisal as subject to re-observation; 

• condition the appraisal upon further observation to determine if 
the systems are in proper working order once the utilities are 
restored; AND 

• complete the appraisal under the extraordinary assumption that 
utilities and mechanical systems, appliances, etc., are in 
working order. 

g.  Mechanical Components, continued 
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The appraiser must note that 
• re-observation may result in additional repair requirements once 

all the utilities are on and fully functional 
If systems could not be operated due to weather conditions, 
appraiser must  clearly note this in the report  
Appraiser should not operate the systems if 
• doing so may damage equipment, OR 
• outside temperatures will not allow the system to operate 
Electrical, plumbing, and/or heating/cooling certifications may be 
required if appraiser cannot determine if the systems are working 
properly  

g.  Mechanical Components, continued 
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g.  Mechanical Components, continued 

i.  Heating and Cooling Systems 
The appraiser must examine the heating system to determine if the 
heating system is adequate for healthful and comfortable living conditions, 
regardless of  
• design 
• fuel, OR 
• heat source 
The appraiser must notify the mortgagee if the heating system does not:  
• automatically heat the living areas of the house to a minimum of 50 

degrees F in all GLAs, AND  
• in non-GLAs containing building or system components subject to failure 

or damage due to freezing;  
83 
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The appraiser must notify the mortgagee if the heating 
system does not: (continued from previous page)  

• provide healthful and comfortable heat or is not safe to operate; 

• rely upon a fuel source that is readily obtainable within the 
subject’s geographic area; 

• have market acceptance within the subject’s marketplace; AND 

• operate without human intervention for extended periods of 
time. 

g.  Mechanical Components 
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i.  Heating and Cooling Systems, continued 

Central air conditioning is not required, but, if installed, must 
be operational.  

If the AC system is not operational, the appraiser must  

• indicate the level of deferred maintenance, 

• consider the effect on marketability, AND 

• include the cost to cure. 

g.  Mechanical Components 
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ii.  Electrical System 
The appraiser must notify the mortgagee of a deficiency if the electrical 
system  is not adequate to support the typical functions performed in the 
dwelling without disruption, including appliances adequate for the type and 
size of the dwelling. 
The appraiser must examine the electrical system to ensure that there is 
• no visible frayed wiring, or 
• exposed wires in the dwelling, including garage and basement areas, 

AND 
• note if the amperage and panel size appears inadequate for the property. 

g.  Mechanical Components 
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g.  Mechanical Components 

ii.  Electrical System, continued 

The appraiser must operate a 
sample of 

• switches, 

• lighting fixtures, AND 

• receptacles 

inside the house, garage and on 
the exterior walls, and note any 
deficiencies. 
 

The appraiser is not required 

• to insert any tool, probe or testing 
device inside the electrical panel, 
OR 

• to dismantle any electrical device 
or control. 
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g.  Mechanical Components 

iii.  Plumbing System 
The plumbing system must function 
to supply 

• water pressure, 

• flow,  AND 

• waste removal. 

The appraiser must  

• flush toilets, AND 

• operate a sample of faucets  

to determine that the system 

• is intact, 

• does not emit foul odors, 

• faucets function appropriately,  

• that both cold and hot water run, 
AND  

• there is no readily observable 
evidence of leaks or structural 
damage under fixtures.  
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iii.  Plumbing, continued 
The appraiser must examine the water heater to ensure that 
• it has a temperature and pressure-relief valve with piping to safely divert 

escaping steam or hot water. 
If the property has a septic system, the appraiser must examine it for any 
signs of 
• failure OR 
• surface evidence of malfunction 
If there are deficiencies, the appraiser must require 
• repair, OR 
• further inspection. 

g.  Mechanical Components 
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The appraiser must notify the mortgagee if the roof covering does not:  
• prevent entrance of moisture, 
• provide reasonable future utility, durability and economy of maintenance, 

AND 
• have a remaining physical life of at least two years 
The appraiser must  observe the roof  to determine if there are deficiencies 
that  
• present a health and safety hazard, or  
• do not allow for reasonable future utility 
The appraiser must identify the roof material type and observed condition 
in the Improvements section of the report 

h.  Roof Covering 
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The appraiser must  

• report if the roof has less than two years remaining life, AND 

• make the appraisal subject to inspection by a professional 
roofer. 

If unable to view the roof, the appraiser must explain why the 
roof is unobservable, and report the results of the assessment of  

• the underside of the roof,  
• the attic,  
• and the ceilings. 

h.  Roof Covering, continued 
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The foundation and structure of the property must be serviceable for 
the life of the mortgage. 

The appraiser must  

• perform a visual observation of the foundation and structure of the 
improvements, AND 

• report the results. 

If any structural issues are noted, the appraiser must  

• address the nature of the deficiency in the appraisal where physical 
deficiencies or adverse conditions are reported, AND 

• require inspection, if appropriate. 

i.  Structural Conditions 
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j.  Defective Paint 
If the dwelling and/or related improvements were built after 
1978, the appraiser must 

• report all defective paint surfaces on the exterior, AND 

• require repair of any defective paint that exposes the 
subsurface to the elements. 

Lead based paint is addressed in a different section “n. 
Environmental and Safety Hazards” of the new Handbook. 

For purposes of this course, lead-based paint requirements will 
be presented out of order on the following slides. 

j.  Defective Paint 
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For improvements built BEFORE 1978, the appraiser must 

• note the condition and location of all defective paint on the 
property, AND 

• require repair in compliance with 24 CFR 200.810 (c) and 
applicable  EPA requirements. 

The appraiser must  observe all interior and exterior surfaces 
e.g., stairs, deck, porch, railings, windows, doors 

for defective paint 

• Defective paint is cracking, scaling, chipping, peeling, or loose 

n(i).  Lead-Based Paint 

94 Page 507 



www.mckissock.com 

n(i).  Lead-Based Paint, Improvements Built on or Before 1978, continued 

Exterior surfaces include  

• fences 

• detached garages 

• storage sheds, AND 

• other outbuildings and 
appurtenant structures 

 

For condos built before 1978, the 
appraiser must  

• observe the interior of the unit, 
exterior surfaces and appurtenant 
structures of the specific unit being 
appraised , 

• address the overall condition, 
maintenance and appearance of 
the Condo Project; 

• note the condition and location of 
all defective paint  in the unit; AND  

• require repair. 
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The appraiser is required to observe the interior of all attic spaces. 
The appraiser is not required to 
• disturb insulation 
• move personal items, furniture, equipment or debris 
 
If unable to view the area safely in its entirety, the appraiser must 
• contact the mortgagee AND reschedule a time when a complete 

visual observation can be performed, OR 
• complete the appraisal subject to inspection by a qualified third 

party. 

k.  Attic Observation Requirements 
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If access through a scuttle is limited and the appraiser cannot fully enter 
the attic:  
• the insertion of at least the head and shoulders of the appraiser will 

suffice. 
If there is evidence of a deficient condition 
• e.g., water-stained ceiling or smell of mold 
the appraiser must 
• report this condition, AND 
• render the appraisal as subject to inspection and repairs, if necessary. 
If there is no access or scuttle, the appraiser must report the lack of 
accessibility to the area in the appraisal report. 
There is no requirement to cut open walls, ceilings or floors. 

k.  Attic Observation Requirements, continued 
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The appraiser must examine the foundation for readily 
observable evidence of safety or structural deficiencies that 
may require repair. 

If a deficiency is noted, the appraiser must:  

• describe the nature of the deficiency, AND 

• note necessary repairs, alterations or required inspections 
in the appraisal report where physical deficiencies or 
adverse conditions are reported. 

l.  Foundation 
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For Manufactured Housing, the appraisal must be conditioned 
upon 
• the certification of an engineer or architect that the foundation 

is in compliance with the Permanent Foundations Guide for 
Manufactured Housing (PFGMH). 

i.  Basements 
The appraiser must notify the mortgagee of the deficiency if 
the basement is not free of: 
• dampness or wetness, or 
• any obvious structural problems that would affect health and 

safety or structural soundness.  

l.  Foundation, continued 
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The appraiser must visually observe all areas of the crawl 
space, and must notify the mortgagee of the deficiency when the 
crawl space does not satisfy any of the following criteria: 
• the floor joists must be sufficiently above ground level to provide 

access for maintaining and repairing ductwork and plumbing; 
• if the crawl space contains any system components, the minimum 

required vertical clearance is 18 inches between grade and the 
bottom of the floor joists; 

• the crawl space must be properly vented unless  mechanically 
conditioned;  

• the crawl space must be free of trash, debris, and vermin; 

m. Crawl Space Observation Requirements 
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The appraiser must notify the mortgagee if the crawl space 
does not satisfy the following criteria:  

• the crawl space must not be excessively damp and must not 
have any water pooling.   

if moisture problems are evident, a vapor barrier and/or 
prevention of water infiltration must be required. 

If access through a scuttle is limited and the appraiser cannot 
fully enter the crawl space,  

• the insertion of at least the head and shoulders of the 
appraiser will suffice. 

m. Crawl Space Observation Requirements 
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If there is no access to the crawl space, but there is evidence of a deficient 
condition, e.g., water stained sub-flooring or smell of mold, the appraiser 
must  
• report this condition, and 
• the mortgagee must have a qualified third party perform an inspection. 
 
If there is no access, the appraiser must report the lack of accessibility. 
 
Not all houses (especially historic houses) with a vacant area beneath the 
floor are considered to have a crawl space; it may be an intentional void, 
with no mechanical systems and no intention or reason for access. 

m. Crawl Space Observation Requirements, continued 
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n. Environmental and Safety Hazards 

The appraiser must report known  

• environmental and safety hazards , 
AND 

• adverse conditions 

that may affect the 

• health and safety of the occupants, 

• the property’s ability to serve as 
collateral, AND  

• The structural soundness of the 
improvements  

Examples include 

• defective lead-based paint, 

• mold, 

• toxic chemicals, 

• radioactive materials, 

• other pollution, 

• hazardous activities, AND 

• potential damage from soil or ground 
movements, subsidence, flood and 
other hazards  
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ii.  Methamphetamine Contaminated Property 
If the mortgagee or the appraiser identifies a property as contaminated by the 
presence of “meth,” either by its manufacture or by consumption, the appraiser 
must render the appraisal subject to the property being certified safe for 
habitation. 
If the effective date of the appraisal is 
• AFTER certification that the property (site and dwelling) is safe for habitation, 

AND  
• the lender has provided a copy of the certification by the certified hygienist, 
the appraiser must include a copy of the certification in the appraisal report. 
The appraiser must address issues of stigma and impact on value and 
marketability.  

n. Environmental and Safety Hazards 
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iii.  Wood Destroying Insects/ Organisms/Termites 
The property must be free of wood destroying insects and 
organisms. 

The appraiser must observe the foundation and perimeter of 
the buildings for evidence of wood destroying pests. 

n. Environmental and Safety Hazards 
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iii.  Wood Destroying Insects/ Organisms/Termites, 
continued 

The appraiser’s observation is not required to be at the same 
level as a qualified pest control technician. 

If there is evidence of infestation, including prior treatment, the 
appraiser must  

• mark the evidence of infestation box in the “Improvements” 
section of the report, AND 

• make the appraisal subject to inspection by a qualified pest 
control specialist. 

n. Environmental and Safety Hazards 
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When examination of new or existing construction reveals non-
compliance with MPR and MPS, the appraiser must  

• note the repairs necessary to make the property comply 

• provide an estimated cost to cure, 

• provide descriptive photographs, AND 

• condition the appraisal for the required repairs 

“Regardless of the appraiser’s suggested repairs, the 
Mortgagee will determine which repairs are required.”  

o.  Repair Requirements 
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i.  Limited Required Repairs 
The appraiser must limit required repairs to those repairs 
necessary to:   
• maintain safety, security, and soundness,  
• preserve the continued marketability of the property, AND 
• protect the health and safety of the occupants. 
 
If an element is functioning well but has not reached the end of 
its useful life, the appraiser should not recommend 
replacement simply because of age. 

o.  Repair Requirements 
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o.  Repair Requirements 

ii.  As-Is Condition and Cosmetic 
Repair 
The appraiser may complete an as-
is appraisal for existing property 
when  

• minor property deficiencies 
(which general result from 
deferred maintenance and normal 
wear and tear) do not affect the  

• health and safety of the 
occupants, OR 

• the security and soundness of the 
property.  

Cosmetic/minor repairs are not 
required; however, 

• they must be reported by the 
appraiser, AND 

• considered in the overall 
condition when rating and valuing 
the property. 
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ii.  As-Is Condition and Cosmetic Repair, continued 
Examples of cosmetic repairs include: 
• missing handrails that do not pose a threat to safety, 
• holes in window screens, 
• cracked window glass, 
• defective interior paint surfaces in housing built after 1978,  
• minor plumbing leaks that do not cause damage (e.g., dripping 

faucet, etc.), AND 
• other inoperable or damaged components that in the appraiser’s 

professional judgment do not pose a heath or safety issue  

o.  Repair Requirements 
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iii.  Individual Water Supply Systems 
When an individual water supply system is present:  

• water quality must meet the requirements of the health 
authority with jurisdiction. 

If there here are no local (state) water quality standards, the 
water must be potable, which may be demonstrated by 
compliance with the current EPA Manual of Individual and 
Non-Public Water Supply Systems. 

p.  Utility Services 
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iii.  Individual Water Supply Systems, continued 

Soil poisoning is an unacceptable method for treating termites 
UNLESS satisfactory assurance is provided that the treatment 
will not endanger the quality of the water supply. 

Requirements for the location of wells for FHA-insured 
properties are found in a different section of the Handbook  (II 
A 3 O 2) 

The following slides are excerpts from the Handbook, pages 
167 and 168 

p.  Utility Services 
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MPR Water Supply Distances   
Existing Construction: 
• Property line:  10 feet 
• Septic tank:  50 feet 
• Drain field:  100 feet 
• Septic tank drain field reduced to 75 feet if allowed by local authority 
 
If subject property line is adjacent to residential property, local well 
distance requirements prevail. 
If subject property is adjacent to nonresidential property or roadway, a 
separation distance of at least 10 feet from the property line is required. 

p.  Utility Services 
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Water Wells 
The complete table is presented in a different section of the Handbook. 
The following slides are excerpts from the Handbook, pages 167-168. 
New Construction MPS 
• lead free piping 
• if no local chemical and bacteriological water standards, state standards 

apply 
• connection of public water whenever feasible 
• wells must deliver water flow of five gallons per minute over at least a 

four-hour period 

p.  Utility Services 
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Water Wells 
Existing Construction MPR 
• existing wells must deliver water flow of three to five gallons 

per minute 

• no exposure to environmental contamination 

• continuing supply of safe and potable water 

• domestic hot water 

• water quality must meet requirements of local jurisdiction or 
the EPA if no local standard 

p.  Utility Services 
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iii (C) (1) Conditions for Individual Water Supplies 
A well located within the foundation walls of  
• an existing dwelling is acceptable only if there is evidence that the 

local jurisdiction recognizes and permits such a location; 
• new construction dwelling is acceptable only in arctic and sub-

artic regions. 
If water supply is a dug wells cistern or holding tank used in 
conjunction with water purchased and hauled to the site 
• The appraiser must report whether such systems are readily 

accepted by local market participants and that the water supply 
system may violate MPR or MPS  

p.  Utility Services 
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Conditions for Individual Water Supplies, continued 

The appraiser must notify the mortgagee of a deficiency if the 
subject property has a water source that includes:  

• A mechanical chlorinator; 

• Spring, lake, or river; 

• Sandpoint well or Artesian well  

A pressure tank with a minimum capacity of 42 gallons must be 
provided  

Pre-pressurized tanks and other pressurizing devices are 
acceptable, if delivery meets or exceeds that of a 42-gallon tank 

p.  Utility Services 
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2.  Required Analysis and Reporting  
The appraiser must note any readily observable deficiencies 
regarding the well and require test or inspection if any of the 
following apply:  
• The water supply relies on a water purification system due to the 

presence of contaminants  
• corrosion of pipes (plumbing)  
• areas of intensive agricultural uses within one quarter (¼)  mile; 
• coal mining or gas drilling operations within ¼ mile 
• dump, junkyard, landfill, gas station, dry cleaner within ¼ mile  
• unusually  objectionable smell, taste, or appearance of water  

p.  Utility Services 
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Required Analysis and Reporting, continued 

The appraiser must also  

• be familiar with the minimum distance requirements 
between private wells and sources of pollution, AND 

• comment on them, if discernible. 

The appraiser is not required to sketch or note distances 
between well, property lines, septic tanks, drain fields, or 
building structures, but may provide estimated distances 
when they are comfortable doing so.  

p.  Utility Services 
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p.  Utility Services 

iv.  Shared Wells  
A shared well that services 2-4 
homes where there is a shared well 
agreement between the property 
owners is acceptable if it meets 
FHA requirements 

v. Community Water Systems  
This is a system owned, operated, 
and maintained by a private 
corporation or HOA 

If a property is on a community 
system, the appraiser must note the 
name of the water company in the 
report 

Appraiser must report the availability 
of public and/or community water 
and sewer systems  
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If a property is served by an individual residential water 
purification system, the appraiser must indicate which type of 
system is installed on the property, either:   

• Point-of entry, or 

• Point-of-use  

The appraiser must report the conditions requiring connection to 
the individual residential water purification system.  

This section was added to the Handbook effective 9/30/16  

vi.  Individual Residential Water Purification Systems 

121 
Page 512 



www.mckissock.com 

“An Onsite Sewage Disposal System refers to wastewater systems 
designed to treat and dispose of effluent of the same Property that 
produces the wastewater.” 
If not served by an off-site sewer system, each living unit must be provided 
with a sewage disposal system adequate to dispose of all domestic 
wastes.  
The appraiser must visually inspect 
• the on site system, and 
• its surrounding area. 
 
If there are readily observable signs of a system failure, the appraiser must 
require an inspection to ensure that the system is in proper working order. 

q.  Onsite Sewage Disposal Systems 
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Onsite Sewage Disposal Systems, continued 

The appraiser must report on the availability of public sewer 
to the site  

The appraiser must note the deficiency if the appraiser has 
evidence that the onsite sewage disposal system is not 
sufficient  

q.  Utility Services 
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Part II D 4. VALUATION AND REPORTING PROTOCOLS 
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a. Photograph, Exhibits and Map Requirements 

The report must contain 

• a legible street map showing 
• the location of the subject AND 
• each of the comparable sales, 

rentals, listings, etc. presented 
in the report. 

• additional legible street maps  
• IF there are substantial 

distances between the subject 
and the comparables. 

The appraiser must  include a 
building sketch which shows 

• GLA 

• all exterior dimensions of the 
house, patios, porches, decks, 
garages, breezeways, 
outbuildings contributing value 

• “covered” or “uncovered” to 
indicate a roof or no roof (such as 
over a patio). 
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The calculations used to arrive at the estimated GLA must be 
shown in the appraisal report. 

• An interior sketch or floor plan is only required for 
properties exhibiting functional obsolescence attributable to 
the floor plan design. 

The Handbook contains a table identifying FHA minimum 
photograph requirements. 

They appear on the next several slides. 

a.  Photograph, Exhibits and Map Requirements, continued 
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Subject exterior 
• front and rear at opposite angles showing all sides of the 

dwelling 
• improvements with contributory value not captured in the 

front or rear photo 
• street scene to include a portion of the subject site 
For new construction 
• Photographs that depict the subject’s grade and drainage 
For proposed construction 
• a photo showing the grade of the vacant lot 

a.  Photograph, Exhibits and Map Requirements, continued 
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Subject interior 
• kitchen, main living area, bathroom, bedrooms 

• any other room representing overall condition 

• basement, attic, and/or crawl space 

• recent updates such as restoration, remodeling and 
renovation 

For 2- to 4-unit properties, also include 
• photos of common areas, hallways, etc. 

a.  Photograph, Exhibits and Map Requirements, continued 

128 
Page 514 



www.mckissock.com 

Comparable Sales, Listings, Pending Sales, Rentals, etc. 
• photos depicting the front view of each comparable used by the 

appraiser 

• photo should be taken at an angle to depict both the front and 
the side 

• use of MLS photos to exhibit comparable condition at the time 
of sale is acceptable 

HOWEVER, appraisers must include their own photographs 
to document compliance [with the required scope of work] 

a.  Photograph, Exhibits and Map Requirements, continued 
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Subject Property Deficiencies 
• photos of the deficiency or condition requiring inspection or repair 
Condominium Projects 
• additional photos of the common areas and shared amenities of 

the project 
Although these satisfy FHA’s minimum requirements, the appraiser 
should include any 
• additional exterior and/or interior photos, 
• reports, studies, analysis, or copies of prior listings 
in support of the appraiser’s observation and analysis. 

a.  Photograph, Exhibits and Map Requirements, continued 
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The intended use of the appraisal is “solely to assist in FHA 
in assessing the risk of the property securing the FHA-
insured Mortgage.”  

FHA and the Mortgagee are the intended users of the report.  

FHA appraisals are not a guarantee that the property is free 
from defects 

The appraisal establishes the value of the property for 
mortgage insurance purposes only. 

b.  Intended Use and Intended Users of Appraisal 
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c.  Development of the Market Value 

The appraiser must determine 
the market value of the 
property.  
The appraiser must analyze all 
data researched and collected 
prior to reporting the value.  
• Conditions of the property, 

mortgage type and/or the 
market will determine if the 
appraisal is to be performed: 
 

• As-is, or 

• Subject to an additional 
inspection, or completion of 
construction, repairs, or 
alterations  

• extraordinary assumption   
• hypothetical condition 
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ii. Appraisal Conditions  
The appraisal report must state whether 

• repairs, alterations or inspections 

are necessary to eliminate conditions threatening 

• the continued use, 

• security, AND 

• marketability of the property.  

The Handbook contains a table of the appropriate appraisal 
conditions based upon the appraiser’s assignment conclusions.  

c.  Development of the Market Value 
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iii.  Valuation Development 
Three valuation approaches apply to 1- to 4-unit properties 
• Sales comparison approach 
• Cost approach 
• Income approach 
The application of each of these approaches requires the appraiser to 
obtain 
• credible AND 
• verifiable data.  
The appraiser must perform a highest and best use of the property, using 
all four tests, and report the results of that analysis. 

c.  Development of the Market Value 
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c.  Development of the Market Value 

iii.  Valuation Development, 
continued 

The appraiser must verify the 

• characteristics of the transaction 
• sale, price, date, seller 

concessions, conditions of 
sale, AND 

• characteristics of the comparable 
property at the time of sale 

through reliable data sources. 

The appraiser must verify  

• Transactional data via parties to 
the transaction 

• Agents, buyers, sellers, 
mortgagees, etc.  

If the sale cannot be verified by a 
party to the transaction, the 
appraiser may rely on public 
records or another verifiable 
impartial source 
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c.  Development of the Market Value 

iii.  Valuation Development, 
continued 
MLS records and property site 
visits alone ARE NOT 
ACCEPTABLE VERIFICATION 
SOURCES. [Emphasis added.] 
 

D. Effective Age and Remaining 
Economic Life 
The effective age reflects the 
condition of the property relative to 
similar competitive properties. 

The effective age may be 

• greater than, 

• less than, OR 

• equal to  

the actual age. 
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D.  Effective Age and Remaining Economic Life 
Any significant difference between the actual and the effective 
ages requires an explanation. 

The appraiser must provide an explanation if the remaining 
economic life is less than 30 years.  

The remaining economic life must be stated as a 

• single number OR 

• as a range 

for all property types, including condominiums. 

c.  Development of the Market Value 
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E. Approaches to Value  
“The appraiser must  consider and attempt all approaches to 
value and must develop and reconcile each approach that is 
relevant.”  
(1) Cost Approach 
• The appraiser may use any credible and recognized methods 

to complete the cost approach 
• If the cost approach is applicable the appraiser must estimate 

the site value  
• The site value is not required if the appraiser does not 

complete the cost approach 

c.  Development of the Market Value 
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iii (E) (3)  Sales Comparison Approach 
The sales comparison approach is REQUIRED for all appraisals 
completed for FHA-insured financing. 
The appraisal report must present the 
• data, 
• points of comparison and analysis, 
• support for the appraiser’s choices of comparable properties, 
• support for the adjustments for dissimilarities to the subject, AND 
• include sufficient description and explanation to support the facts, 

the analyses, and the conclusions of the appraiser. 

c.  Development of the Market Value 
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c.  Development of the Market Value 

Sales Comparison Approach, 
continued 

If data from the market area is 
insufficient to support some of 
these requirements, 

• the appraiser must provide the 
best information available, AND 

include an explanation of 

• the issue,  

• the data available,  

• the conclusions reached, AND 

• the steps taken by the appraiser 
to attempt to meet the 
guidelines. 
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iii (E) (3) (c) Comparable Sale Selection 
• An appraiser must use arm’s length transactions as comparables  

• Unless there is evidence that REO or short sales are so prevalent 
that normal arm’s length transactions are not present or 
supported by market trend  

An arm’s length transaction refers to a transaction  

• between unrelated parties 

• and meets the requirements of market value  

A foreclosure transfer to a mortgagee is not evidence of market 
value, and is not a valid comparable sale  

c.  Development of the Market Value 
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Comparable Sale Selection, continued 
The following  common types of property transfers  require 
investigation and analysis to ensure they meet the definition of an 
arm’s length transaction. 
• REO sale – transfer from mortgagee to new owner 
• short sale/PFS 
• estate sale 
• court ordered sale 
• relocation sale 
• flip transactions 

c.  Development of the Market Value 
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Comparable Sale Selection, continued 
The appraisal report must include as many comparable properties as are 
• necessary to support the appraiser’s analysis and conclusions. 
At a minimum, the appraiser is required to include 
• the most recent, AND 
• relevant sales, 
• preferably within the last six months [of the effective date]. 
The appraiser MUST include 
• at least 3 sales that settled no longer than 12 months prior to the 

effective date of the appraisal. 

c.  Development of the Market Value 
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iii (E) (3) (d)  Adjusting Comparable Properties 
Calculation of the contributory value includes methods based on the 
• direct sales comparison approach; 
• cost approach; AND 
• income approach. 
Appraisers are required to 
• apply all appropriate techniques and methods,  
• analyze,  
• and report the results. 
The appraiser must include the reasoning that supports the analyses, 
opinions, and conclusions in the report.  

c.  Development of the Market Value 
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c.  Development of the Market Value 

iii (E) (3) (e)  Comparable 
Selection in Diverse Real 
Estate Markets 
Comparable sales should be 
selected based on similar 

• locational and 

• physical characteristics; 

• NOT sales price. 

Subdivisions, Condominium 
or Planned Unit Development 
Projects 
The best indicator of value is 

• arm’s length resale activity 

• from within the established 
subdivision, condo, or PUD 
project. 
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Subdivisions, Condo, PUD Projects, continued 
If the appraiser uses sales of comparable properties located 
outside the subject's subdivision/project 
• the analysis must include an explanation to reflect typical 

borrower expectations and behavior. 
For properties in new subdivisions or units in new (or recently 
converted) condo projects, 
• the appraiser must include properties within the subject 

market area, AND 
• properties within the subject subdivision or project. 

c.  Development of the Market Value 
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Subdivisions, Condo, PUD Projects, continued 

When possible, the comparable selection must include 

• at least one sale from a competing subdivision or project, 
AND 

• one sale from within the subject subdivision or project. 

If the new project is mature enough to have experienced 
arm’s length resales 

• those properties must also be analyzed AND reported. 

c.  Development of the Market Value 
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iii (E) (3) (f)  Comparable Sale Selection in Rural and Slow 
Growth Markets 
If insufficient comparable sales exist within the previous six 
months, 
• the appraisal report must include at least 3 sales that occurred in 

less than 12 months prior to the date of appraisal. 
In markets with a scarcity of recent comparable sales, sales older 
than 12 months may be included as additional sales. 
The appraiser must provide a thorough explanation of market 
conditions and supply and demand, and the reason for a lack of 
recent sales data.  

c. Development of the Market Value  
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iii (E) (3) (g) Sales Concessions  
Sales concessions refer to 
• non-realty items, 
• upgraded features in newly constructed homes, AND 
• special financing incentives. 
Adjustments for sales concessions are not calculated on the dollar for 
dollar cost of the concession  
The amount of the adjustment should approximate the market’s reaction to 
the concession  based on the appraiser’s analysis 
The adjustment should reflect the difference between the sales price with 
the concession, and that the property would have sold for without the 
concession 

c.  Development of the Market Value 
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Sales Concessions, continued 
The appraiser must 
• verify ALL comparable sales transactions for seller 

concessions, AND 
• report those finding in the appraisal. 
The appraiser must clearly state how and to what extent the 
sale was verified.  
If the sale cannot be verified with someone who has first-hand 
knowledge of the transaction (i.e., buyers, sellers, or one of 
their representatives), the appraiser must report the lack of 
verification  

c.  Development of the Market Value 
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c.  Development of the Market Value 

iii (E) (3) (h) Bracketing  
Bracketing refers to selecting 
comparable properties with 
features that are superior to and 
inferior to the subject features   

The appraiser must use 
bracketing techniques when 
possible and appropriate  

Comparable properties are 
selected based on the principle of 
substitution 

Comparable properties should not 
be chosen only because their 
prices bracket a desired or 
estimated value  
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iii (E) (3) (i) Market Conditions (Time) Adjustments  
Reflect the value changes in the market between the date of 
contract of the comparable sale and the effective date of the 
appraisal   

If a “market-to-market” (time) adjustment is warranted, it must 
be applied to the date of the contract rather than the date of 
closing or deed recordation  

The appraiser must provide a summary comment and support 
for all conclusions related to the trend of the current market  

c.  Development of the Market Value 
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iii (F) FHA Requirements in Changing Markets 
An analysis of market trends for at least the past 12 to 24 
months is necessary to establish a benchmark for reporting 
present market conditions 
A declining market refers to any 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 and 
extended marketing times  

c.  Development of the Market Value 
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c.  Development of the Market Value 

iii (F) FHA Requirements in Changing Markets, cont’d  

A trend in the housing market is identifiable when it extends  

• at least six months, or  

• two quarters  

prior to the effective date of the appraisal  

In a declining market, negative market conditions adjustments 
should be applied if there is sufficient proof of the trend from a 
credible source based on a thorough analysis of specific 
market trends as evidenced by a sale and resale comparison 
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iii (F) FHA Requirements in Changing Markets, continued 

The appraiser must: 

• report conditions and determine when trends are increasing, 
stable, or declining 

• provide a comment as to the continuance of the current trend 
or if the trend appears to be changing  

If the appraiser bases the adjustment on a published source, 
the appraiser must include a copy of this source in the 
addendum  

c.  Development of the Market Value 
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c.  Development of the Market Value 

iii (F) FHA Requirements in 
Changing Markets, continued 

The appraiser must include: 

• an absorption rate analysis  

• at least 2 comparable sales 
that closed within 90 days of 
the effective date  

If the appraiser cannot comply 
with this requirement, a detailed 
explanation is required  

The appraiser must also include 
a minimum of two active listings 
or pending sales on the 
appraisal grid, in addition to at 
least three recently settled sales  
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iii (F)  FHA Requirements in Changing Markets, continued 
The appraiser must: 
• provide an explanation for a DOM that does not approximate 

periods reported in the “Neighborhood” section of the appraisal 
reporting form; 

• reconcile the adjusted values of active listings or pending sales 
with the adjusted values of the settled sales provided; AND 

• if the adjusted values of the settled comps are higher than the 
adjusted values of the active listings or pending sales, the 
appraiser must determine if a market conditions adjustment is 
appropriate. 

c.  Development of the Market Value 
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If the appraiser must conclude the report under  
• hypothetical condition OR 
• extraordinary assumption 
the issues and requirements must be reported as one of the following: 
• “subject to completion per plans and specifications on the basis of a 

hypothetical condition that the improvements have been completed;” 
• “subject to the following repairs or alterations (list them) on the basis of a 

hypothetical condition that the repairs or alterations have been 
completed;” or 

• “subject to a required inspection based on the extraordinary assumption 
that the condition or deficiency does not require alteration or repair.” 

c. Development of the Market Value 
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iii (H) Signatures  
The FHA Roster appraiser must 
• sign the certification of the appraisal, AND 
• perform all parts of the analysis AND reconciliation. 
A trainee or licensee may assist in any part of the appraisal BUT 
• the opinions and analysis must be performed by the FHA Roster appraiser. 
The FHA Roster appraiser is required to 
• select the comparable properties, AND 
• perform all critical analyses contained in the appraisal report, INCLUDING 
• the Market Conditions Addendum. 

c.  Development of the Market Value 
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iii (H) Signatures, continued 
The FHA Roster appraiser must also 

• inspect the subject property, AND 

• at least the exterior of the comparable properties. 

Appraiser trainees or licensees may NOT sign the appraisal report.  

If a trainee or licensee provided assistance or participated in the 
preparation of the appraisal, the FHA Roster Appraiser must 

• disclose the name of the trainee appraiser in the report, AND 

• their role in developing the appraisal 

c.  Development of the Market Value 
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II. D. 5. PROPERTY ACCEPTABILITY CRITERIA FOR 
MANUFACTURED HOUSING FOR TITLE II INSURED 

MORTGAGES 



www.mckissock.com 

a.  Definitions 
Manufactured housing is 
• transportable in one or more sections, 
• designed to be used as a dwelling when connected to the require utilities 

• plumbing, heating, air-conditioning an electrical systems contained 
therein; 

• designed and constructed to the federal Manufactured Home 
Construction and Safety Standards (MHCSS) 

• as evidenced by the affixed certification label;  
• also referred to as 

• mobile homes, sectionals, multi-sectionals, doublewide, triple-wide or 
singlewide. 

5. Manufactured Housing Acceptability Criteria 
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Manufactured Housing 
The appraiser must notify the mortgagee and report a deficiency 
if the manufactured home does not comply with: 

• have a floor area of not less than 400 SF. 

• was constructed on or after June 15, 1976, in conformance with 
the federal MHCSS, evidenced by the certification label. 

• The manufactured house and site exist together as a real 
estate entity in accordance with state law 

• but need not be treated as real estate for taxation purposes. 

5.  Manufactured Housing Acceptability Criteria 
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General Requirements for Mfg Housing, continued 
The manufactured house must comply with:  
• was moved from the factory or dealer directly to the site 
• was designed to be used as a dwelling with a permanent foundation built 

to comply with the PFGMH (engineer or architect to certify)  
• The finished grade elevation beneath the mfg. home or, if a basement is 

used, the grade beneath the basement floor, is at or above the 100-year 
return frequency flood elevation 

• The structure must be designed for occupancy as a principal residence 
by a single family or 

• The lease meets HUD requirements 

5.  Manufactured Housing Acceptability Criteria 
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c.  Foundation Systems, continued 

Existing Construction 

• if the perimeter enclosure is non-load-bearing skirting 
comprised of lightweight material, 

• the entire area of the skirting must 
• be permanently attached to backing made of concrete, 

masonry, treated wood, or a product with similar strength 
and durability.  

5.  Manufactured Housing Acceptability Criteria 
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5.  Manufactured Housing Acceptability Criteria 

f.  HUD Certification Label  
The mfg. home must have an 

• affixed HUD certification label 
(HUD seal/HUD tag) 

• which is a 2 inch by 4 inch 
aluminum plate  

• permanently attached to the 
housing and located at one end of 
each section of the house, 
approximately one foot up from 
the floor and one foot in from the 
road,  

• or as near that location on a 
permanent part of the exterior of 
the house as practicable. 

Etched on the certification label is 
the 
• certification label number, also 

referred to as 
• the HUD label number. 

Label numbers are not required to 
be sequential on a multi-section 
house. 
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g.  Data Plate 
Mfg. homes have a data plate affixed in a permanent manner 

• typically adjacent to the electric service panel, the utility 
room, or within a cabinet in the kitchen. 

The data plate provides 
• Information required to be reported within the appraisal, such 

as 
• manufacturer name, 
• serial number, 
• model and date of manufacture, AND 
• wind, roof load and thermal zone maps. 

5.  Manufactured Housing Acceptability Criteria 
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If the HUD Certification label is missing, the appraiser must 
report that it is missing 

This may affect the property’s eligibility for an FHA-insured 
mortgage  

If the data plate is missing, the appraiser must report that it is 
missing  

This does not affect the property’s eligibility 

The appraiser is not required to secure the data plate information 
from another source  

5.  Manufactured Housing Acceptability Criteria 
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k.  Sales Comparison Approach for Manufactured Housing 
The appraiser must include 
• a sufficient number of sales to produce a credible value; 
• at least two manufactured homes must be included in the 

comparable sales grid. 
l.  Estimate of Cost New for Manufactured Housing 
The cost approach is REQUIRED for new construction 
manufactured homes 
Specific requirements for the cost approach as applied to mfg. 
houses are addressed in the Appraisal Report and Data Delivery 
Guide. 

5.  Manufactured Housing Acceptability Criteria 
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6. CONDOMINIUM PROJECTS 
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6.  Condominium Projects 

A Condominium Project refers to a 
multi-unit property in which 

• persons hold title to individual 
units AND 

• an undivided interest in common 
elements. 

Examples of common elements 
(areas) include: 

• underlying land and building 
structures, 

• driveways, parking areas 

• elevators, 

• outside hallways, AND 

• recreation and landscaped areas. 

Common areas are typically 
managed by a condominium 
association. 

To be eligible, the project must be 
on the list of FHA-approved 
condominiums, unless it meets the 
definition of a site condominium.  
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7. VALUATION OF LEASEHOLD INTERESTS  
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Leasehold interest refers to real estate where residential 
improvements are located on land that is subject to a long-
term lease from the underlying fee owner, creating a divided 
interest in the property.    

Ground rent refers to the rent paid for the right to use and 
occupy the land. 

Improvements made by the ground lessee typically revert to 
the lessor at the end of the lease term. 

7.  Valuation of Leasehold Interests 
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The appraiser must obtain a copy of the lease from the 
mortgagee  
The appraiser must analyze and report the terms of the lease, 
including  
• the amount of the ground rent  
• the term of the lease 
• if the lease is renewable 
• if the lessee has the right of redemption 
• if the ground rent can increase or decrease over the life of 

the lease term  

7.  Valuation of Leasehold Interests 
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8. ADDITIONAL APPRAISAL REQUIREMENTS FOR 223(e) 
MORTGAGES  
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Section 223(e) program is a mortgage insurance program for 
properties located in older, declining urban areas  
It can be used for  
• acquisition 
• repair and/or renovation 
• construction  
of a residential property 
For an appraisal prepared for the 223(e) program, the 
appraiser must report the remaining physical life, in addition to 
the remaining economic life.  

8.  Additional Requirements for 223(e) Mortgages 
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9. UNIMPROVED PROPERTY APPRAISAL 
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9.  Unimproved Property Appraisal 
An appraisal of unimproved property (land appraisal) may be 
warranted when:  

• the subject property does not include building improvements; 

• the prior improvements on the subject property we demolished; 

• the improvements are in such deteriorated conditions as to 
provide no contributory value to the property; or 

• condemnation proceedings by the local authority have acquired 
the improvements in part or in their entirety. 

9.  Unimproved Property Appraisal 
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9.  Unimproved Property Appraisal 

Unimproved Property Appraisal, 
continued 

The appraiser must provide 

• a written narrative format OR 

• a commercially available 
reporting form. 

 

Any costs to be incurred in  
• Razing the existing improvements 

and/or 
• Cleanup of the site  
must be  
• calculated AND 
• extracted from the value of the 

land 
to arrive at a final conclusion of the 
value of the site as if vacant and 
ready to be put to its highest and 
best use.  
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10. UPDATE OF APPRAISAL  
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10. Update of Appraisal  
Appraisers may perform an update of a previously completed 
appraisal when requested by a mortgagee using Form 
1004D/442  
The appraiser must adhere to the Scope of Work and 
Certification listed on the form, including:  
• An exterior inspection of the subject from at least the street 

and  
• Research, analyze, and verify current market data to 

determine whether or not the subject property has declined in 
value since the original appraisal date  

10.  Update of Appraisal 

181 
Page 535 



www.mckissock.com 

10.  Update of Appraisal 

If the appraiser determines the 
value has not declined, the 
appraiser must  

• Indicate this on the form 

• Provide necessary comments, 
and  

• Provide a front photo of the 
subject property 

If the appraiser does not concur 
with the original data or the 
property value has declined, the 
appraiser must indicate this on 
the form.   

In this case, a photo is not 
required.  
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11. MARKET CONDITIONS ADDENDUM, FANNIE MAE FORM 
1004MC/FREDDIE MAC FORM 71 INSTRUCTIONS APPLICABLE TO 

FHA APPRAISALS 
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The following instruction is found on the Fannie Mae Form 
1004MC/Freddie Mac Form 71, Market Conditions Addendum to 
the Appraisal Report: 
“Sales and listings must be properties that compete with the 
subject property, determined by applying the criteria that would 
be used by a prospective buyer of the subject property.” 

This instruction seems to require that the appraiser 

• only analyze and report properties that are potential 
comparables and not include any non-competitive properties 
that might be in the subject’s market area. 

11.  1004MC Instructions Applicable to FHA Appraisals 
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The appraiser’s study of the market affecting the subject 
property must 

• include data sufficient for a statistical analysis to be 
relevant. 

If data sources provide information as an average instead of 
the median, the appraiser should 

• report the available figure AND 

• identify it as an average. 

11.  1004MC Instructions Applicable to FHA Appraisals, continued 
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12. PROGRAMS AND PRODUCTS  
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12. e. HUD Real Estate Owned Properties 

A HUD REO property, also 
known as a HUD home or HUD-
owned home 

• is a 1 to 4-unit residential 
property 

• acquired by HUD as a result of a 
foreclosure on an FHA-insured 
mortgage, 

• whereby the Secretary of HUD 
becomes the property owner, 
AND 

• offers it for sale to recover the 
mortgage insurance claim that 
HUD paid to the mortgagee  

An appraisal may be ordered on 
a HUD REO property as one of 
one or more evaluation tools to 
establish list price or 
subsequent price adjustments.  
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Requirements for providing appraisal for REO properties 
and related purposes  

• are the same as for any other assignment type, 

• except as noted in this section, which supersedes other 
instructions. 

Under “Assignment Type” in the “Subject” section of the 
appraisal reporting from, the appraiser must mark the box 
labeled “Other” and indicate that the property is a HUD REO 
property. 

12. e. HUD Real Estate Owned Properties 
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B. Intended Use 
• As per the Handbook: “The intended use of the appraisal 

for a HUD REO Property is as one of one or more 
evaluation tools to establish list price or subsequent price 
adjustments.”  

C. Intended User 
• The intended user of an appraisal of a HUD REO property 

is HUD/FHA or its contractors.  

12. e. HUD Real Estate Owned Properties, cont. 
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(B) Utilities – Mechanical Components  
If the utilities are off at the time of inspection, the appraiser 
must ask to have them turned on so the systems can be 
operated 

HOWEVER, if it is not feasible to have the utilities turned on, 

• the appraisal must be completed without the utilities turned 
on or the mechanical systems functioning. 

12. e. HUD Real Estate Owned Properties, cont. 
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The assignment is to estimate market value, so 
• REO sales 
• short sales and 
• other non arm’s length transactions 
MUST NOT AUTOMATICALLY BE CHOSEN AS 
COMPARABLES. 
If there is compelling evidence in the market to warrant their use, 
the appraiser must 
• provide additional explanation AND 
• support in the “Analysis” section of the sales comparison 

approach. 

12. e. HUD Real Estate Owned Properties, cont. 
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12. e. HUD Real Estate Owned Properties, cont. 

D.  Appraisal Conditions  
The appraiser must provide an 
analysis and report the value 
of a HUD property “as is.”  
For manufactured housing, the 
appraiser must NOT require a 
certification that the foundation 
complies with the PFGMH.  
 

The appraisal report must 
include 

• the applicable property-specific 
reporting form,   

• all required exhibits, AND 

• a copy of the PCR. 
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F. Statement of Insurability  
The appraiser must 
• include a Statement of Insurability 
• in the “Comments” section of the appraisal report. 
This statement provides preliminary verification that an REO 
property is eligible to be sold with FHA-insured mortgage 
financing according to one of the following three conditions: 
• Insurable 
• Insurable with repair escrow 
• Uninsurable  

 

12. e. HUD Real Estate Owned Properties, cont. 
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12. e. HUD Real Estate Owned Properties, cont. 

1. Insurable 
The appraiser must state that 
the property is insurable if, at the 
time of the appraisal  

• property meets MPR or MPS  

• in its as-is condition without 
any necessary repairs. 

2.  Insurable with repair 
escrow 
The appraiser must state that 
the property is insurable with 
repair escrow if, at the time of 
the appraisal  

• the property needs no more 
than $5,000 in repairs to meet 
MPR or MPS. 
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3.  Uninsurable 
The appraiser must state that the property is uninsurable 
if, at the time of the appraisal 

• the estimated cost of repairs is greater than $5,000. 

12. e. HUD Real Estate Owned Properties, cont. 
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Part 4 
• Quality Control, Oversight and Compliance 
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This section of the Handbook covers a broad spectrum of 
quality control, oversight, and compliance issues. 

For purposes of this material, the focus will be on those 
issues that apply to appraisers, which can be found in 
Section V E 5. 

Some parts of this section of the Handbook have not yet 
been published in the Federal Register, but the part that 
applies to appraisers (5 e) has been published.  

VI.  Quality Control, Oversight and Compliance 
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Part 5 
• Appraisal Report and Data Delivery Guide 
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The “FHA Single Family Housing Appraisal Report and Data 
Delivery Guide” document is not part of the Single Family 
Housing Policy Handbook   
• It is a separate document 

• It provides guidance to appraisers who are preparing 
appraisal reports using industry standard forms 

• It is somewhat akin to Fannie Mae’s Appendix D: Field 
Specific Standardization Requirements document  

Appraisal and Data 
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Many of the requirements in the Appraisal Report and Data 
Delivery Guide document are the same as the UAD specs 

This is not surprising because the FHA adopted UAD for 
appraisal reporting 

In this section of the course, we will not go through the 
URAR or reporting protocols line-by-line 

 

Appraisal Reports 
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• Originally, when the ARDDG was published,  it stated on page 35 
“FHA requires the appraiser to report the date(s) and prices of 
prior sale(s) that occurred within three years of the effective date 
of the appraisal. (FHA Specific Requirement).”  

• Effective November 5, 2015, the wording was changed to “FHA 
requires the appraiser to report the date(s) and prices of prior 
sale(s) that occurred within one year of the effective date of the 
appraisal.”  

• This page also states “Enter an ‘X’ in the applicable box indicating 
whether the appraiser’s research ‘did’ or ‘did not’ reveal any prior 
sales or transfers of the comparable sales for the one year prior 
to the date of sale of the comparable sale per the requirements of 
the form.”  [Emphasis added.] 

Comparable Sales History 
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On page 42 of the Appraisal Report and Data Delivery Guide, it provides 
additional guidance for prior sales history of the subject and comparables  
• “If the prior transfer or offering is not relevant to the current transfer or 

offering, explain why.” 
• “The appraiser must evaluate the relevancy of prior transfers to the 

current sale or offering of the comparable.”  
• “The appraiser must describe the difference between recent transfers 

versus the current sale or offering, and the effect on the appraisal 
problem.” 

• “The appraiser must provide an analysis of the prior sale or transfer 
history of the subject property and comparable properties in the report.  
Simply reporting a transaction is not a sufficient analysis or explanation 
to the reader.” 

Sales History 
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Page 34 of the Appraisal Report and Data Delivery Guide  
states: 

“A property’s location in a ‘non-disclosure state’ does not remove 
the appraiser from the requirement to research, report, and 
analyze the prior sale history of the subject and comparable 
properties.” 

The Guide also states on page 42, “If the properties are located 
in a ‘non-disclosure state,’ the appraiser is responsible for 
reporting the information that is reasonably obtainable.”  

Non-disclosure States 
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• Wrap up 
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This has been as comprehensive a review of the FHA Handbook 
4000.1 as time would permit. 

However, appraisers are advised to read the Handbook themselves 
to come to a more complete understanding of its requirements.  

An important link for all appraisers is the FHA Roster Appraisers’ 
home page: 

http://portal.hud.gov/hudportal/HUD?src=/groups/appraisers 

Almost everything you need or want can be accessed through this 
link, including the training events, FAQs, archived newsletters, 
Mortgagee Letters, and other types of related information. 

What else is there to cover? 
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Thanks for participating.  We appreciate your business! 

 

We hope you enjoyed the course, and if you have any 
questions, please don’t hesitate to call McKissock at  

1-800-328-2008 

 

The End 
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