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Purpose of an appraisal
• Setting a price for buying or selling

• Setting collateral value for financing

• Determining cash value in a refinance 

• Determining compensation for condemnation



Three approaches to value

• Income approach-
Analyzes the value based on its ability to produce rental income

• Cost approach
Analyzes the value based on actual building costs and deducting for wear 
and tear, design flaws or location problems.  Land value added in

• Sales comparison approach
Compares subject property with similar properties which have 
recently sold. Adjustments for differences are made based on market 
reaction.



What’s different about appraising in 
Indian Country?

• Lack of market

• Type of land ownership

• Remote                               

• We accept the cost approach



Section 184 Property Conditions

• No land to value restrictions

• No lot size restrictions (typical in the area)
What is typical?

• We accept the cost approach

• No value for leasehold interest on (trust)

• No value for improvement supplied by others, 
IHS, BIA or tribe



Appraisal Requirements for 
Section 184 

• We do require a second appraisal on properties exceeding 
$400,000 in value

We did not adopt ML 2009-48

• Appraisal validity period is now 120 days (4 months)
• Plus 30 day extension
• Exceptions will be considered case by case on new 

construction where the detailed cost approach was 
used to establish value.

• Need approval from  Section 184 (HUD) Underwriters



Permissible Validity Period
ML-2010-13

• Without update: 150 days

120 days plus

30 day extension

• With update: 240 days

120 days plus

120 days



What form is required?

• Fannie form 1004D or Freddie form 442
(see handout)

• Part A-allows extension of validity period for 
certain existing appraisals

• Part B reports completion of repairs or 
satisfaction of requirements.

• Not to be used in lieu of HUD-92051 
Compliance Inspection Report for new 
construction



Appraisal Portability

• ML-2009-29

• Authorizes the portability of appraisal from 
one lender to other

Except when!
1-First appraisal contains material deficiencies

2-The appraiser is on receiving lenders excluded list

3-Failure of first lender to send appraisal timely



Condo Policy
ML-2009-46B

• New under construction requires minimum  
50% owner occupancy

• No more than 30% FHA/HUD concentration

• No more than 10% owned by one single 
investor-not counting developer

• Existing condo’s on our approved list already
• https://entp.hud.gov/idapp/html/condlook.cfm

https://entp.hud.gov/idapp/html/condlook.cfm�


90 day Flipping “Waiver” 

• In effect from February 1, 2010 to February 1, 2011

Waiver of Requirements of 24CFR 203.37a(b)(2)

See

http://www.hud.gov/offices/hsg/sfh/waivpropflip2010.pdf



Waiver Continued
Remember-effective 2/1/2010-2/1/2011

• Seller does not need to hold title for 90 days prior to 
resale (NO IOI)
"identity of interest" as any relationship where the purchaser and 
seller are related, and/or affiliated through a business relationship.

• Lender must document sellers acquisition price

• Subject sales price exceeding seller’s acquisition 
price by 20% or more requires lenders justification of 
increase in value.



When is second appraisal required?

Resale date of property is between 1 and 90 days and

Resale price is 20% percent or more over the price paid by seller:
• Increase must be supported by a second appraisal or adequate documentation of 

repairs/rehab/renovation

Resale date is between 91 and 180 days and resale price is 100% or more over the price paid 
by seller

Second appraisal required



Acceptable 1-4 Units

• Units do not have to be connected to be 
consider multi units and eligible for guarantee

• Can be detached from one another

• Property must be describe legally as one 
property 

• Property must conform to local zoning

• Must be recognized as legal conforming unit



Observing the site

• OLG requires the appraiser to disclose and 
report any property conditions that endanger 
the physical improvements, affect livability, 
marketability or the health and safety of the 
occupants



 Safety
 Security
 Soundness (Structural Integrity)

Minimum Property Requirements
(MPR)



• Report and call for inspection of readily observable 
deficiencies of well or septic systems for HUD and state and 
local separation distances 

• Report availability of connection to public or community 
water/sewer system…..if reasonably available we will require a 
connection to public system.  Rule of thumb is 3% of overall 
value for cost to connect

• Appraiser must identify noncompliance if observed. 

Individual Water Supply & Sewage 
Systems



– Source of pollution          Minimum horizontal distance (feet)
• Property Line 10 (EP*)
• Septic Tank 50
• Absorption (Drain) Field (SUP1) 100 (EP*)
• Seepage Pit (SUP1)       100
• Absorption Bed (SUP1) 100
• Sewer Lines with Permanent Watertight Joints 10
• Other Sewer Line 50
• Chemically Poisoned Soil (SUP3) 25
• Dry Well 50
• Other (SUP2)
– --------------------------------------------------------------------------------------------
– Asterisk = Existing Properties    SUP#  =  Supplemental Requirements
– EP=See ML 2002-25

Well and Pollution Source Distances



• Soil Contamination

• Surface evidence of underground storage tank (UST)
(Clearance inspection or evidence of clearance mandatory)

• Proximity to dumps, landfills, industrial sites or hazardous 
materials

• Presence of pools of liquid, pits, ponds, lagoons, stressed 
vegetation, stained soils or pavement, drums or odors

• Excessive hazards from smoke fumes, offensive noises or 
odors

Site Hazards & Nuisances That Must Be 
Reported

Presenter
Presentation Notes
This may only constitute external oblselence



Is this a problem?





• Consider and describe overall quality and condition of 
property

• Identify items that require immediate repair (health & safety, 
structural soundness)

• Identify items where maintenance has been deferred, which 
may not require immediate repair 

• Photo documentation of property condition is always 
advisable

Property Condition Requirements

Presenter
Presentation Notes
Minor repairs don’t require conditions to be made subject to a reinspection



Typical conditions that would require further inspection and/or 
repair by qualified individuals or entities that may require 
subsequent repairs:
• Infestation – evidence of termites
• Inoperative or inadequate plumbing, heating or electrical 

systems
• Structural failure in framing members
• Leaking or worn-out roofs
• Cracked masonry or foundation damage
• Drainage problems/standing water against 

foundation/Structural
• Hazardous material on the site
• Faulty, defective or inoperable mechanical systems

Property Condition Requirements 



Water
• Drop or limitation of pressure
• No hot water
Toilet
• Toilets do not function
• Presence of leaks
Sinks/Bathtubs/Showers
• Basin or pipes leak
• Water does not run

Plumbing



Advanced Plumbing



Leaks
• Evidence of damage under fixtures
• Puddles present

Sewer System
• Observable evidence of malfunction

Plumbing Continued



Repairs Required



• Do electrical switches function?

• Presence of sparks or smoke from outlet(s)

• Exposed, frayed or unconnected wiring

Electrical Systems



Dangerous Conditions



• Overhead high voltage transmission lines or towers
The appraiser must indicate whether the dwelling or related 
property improvements are located within the easement 
serving a high-voltage transmission line. 

• If the dwelling or related property improvements are located 
within such an easement, the DE Underwriter must obtain a 
letter from the owner or operator of the tower indicating 
that the dwelling and its related property improvements are 
not located within the tower’s (engineered) fall distance.

High Voltage Power lines





• Private road must have all weather surface (gravel is 
acceptable)                  

• Private streets protected by permanent recorded easements 
or owned and maintained by HOA

• Shared driveways must be protected by permanent recorded 
easements

• Maintenance agreement not required

Roads



Is this driveway ok?



Bad Well                 Good Well





• The nature and degree of any noted deficiency will determine 
whether the deficiency will require repair or simply be 
addressed as deferred maintenance by the appraiser

• Appraiser must provide cost estimate for required repair

• The lender is responsible to clear the condition

• The lender decides whether to accept the property and 
repairs when applicable

Remember

Presenter
Presentation Notes
Cracked window panes….     Deteriorated deck boards but not dangerous   carpet worn out but not dangerous  tile cracked but not dangerous



Comparable Selection
• Identify relevant market area…..rural can extend market area
• Distance depends on market and documentation from 

appraiser with justification. 
• Age of comps should not exceed 6 months, over 12 months 

unacceptable with exceptions..appraiser must document why 
they exceed guidelines. 

• Use of distressed sales may be used when they influence the 
market area

• Listings and pending sales may be used as supplemental data 
only

Comparable sales 



• Form 1004 Uniform Residential Appraisal Report: Report 
for one unit properties

• Form 1004C Manufactured Home Appraisal Report
• Form 1073 Individual Condo Unit Appraisal Report
• Form 1025 Small Residential Income Property Appraisal 

Report (2-4 units),
• FNMA 1004D, Appraisal Update and/or Completion 

Report
• 1004MC Market Condition Form 
• Form HUD-92051 Compliance Inspection Report Form
• Marshal and Swift Form 1007 Detailed Cost Breakdown

Appraisal Forms

Presenter
Presentation Notes
Market condition identifies trends up or downOn the first page of 1004c Man Factured home report make sure unit serial numbers and certification label number is filled in, second page make sure the are addressing the foundation is filled in



• (See 4150.2 Appendix D Page D-127)

• Total all of the adjustments and add them to or subtract them 
from the sales price of each comparable.  Generally, 
adjustments should not exceed 10% for line items, 15% for 
net adjustments and 25% for gross adjustments.  If any 
adjustments exceed stated guidelines an explanation must be 
provided including reasons for not using more similar 
comparable sales. 

Sales Comparison

Presenter
Presentation Notes
Reasons for this could be lack of adequate comparable sales data  in  a rural area.  Many rural areas don’t have lots of sales and because of that, they sales that do take place may not be good comparables.  The appraiser just needs to say that.











Quiz

• What’s the difference between replacement 
cost and reproduction cost?



• The lesser of actual pro-rated costs or up to 15% of the cost 
of the construction of the subject house may be added for off-
site infrastructure associated with development of the subject 
lot. 

• i.e. including public water, sewer, electricity, and telephone 
represent significant development costs

Off Site-Eligible Costs



• Any nationally recognized cost manual is acceptable.
• Most widely used is Marshall & Swift
• Local cost data is acceptable if it is documented with local 

builders or estimators

Cost Manuals 



Presenter
Presentation Notes
Need picturesNarrative of property and condition of improvementsCopy of pages from cost manual justifying costs used And 1007 











52

Presenter
Presentation Notes
Defective floor finish or covering (worn through the finish, badly soiled carpeting)









 184  Appraisal conditions
“As-is”
“Subject to following repairs…”
“Subject to completion per plans and specs…
“Subject to required inspections…”

Reporting:  Form 1004 



Quizzz

What was the date HUD adopted the 
Manufactured Home Construction and Safety 
Standards?

Or

What is the oldest Manufactured Home we 
will accept for a loan guarantee?





• Minimum of 570 sq. ft. GLA
• Built after June 15, 1976
• Classified and taxed as real estate (detitled)
• Unit must not have been moved from another site
• ML-2009-16..one difference, we required minimum 570 sq ft

Mortgagee Letter permits 400 sq feet.

Manufactured Homes

General Eligibility Criteria





Appraisal Essentials
Page 1 of the Manufactured Home Appraisal Report

In the HUD Data Plate Section

The following is required to be in the report 

• Must have Manufacturers serial number documented

• HUD Certification Label (s) documented

• Name of Manufacturer documented

• Trade Model documented

• Date of Manufacture documented 







Manufactured Homes:  Eligibility



Manufactured Housing Foundation 
Standards

• On the reservation, the Office of Loan 
Guarantee will accept whatever standard or 
code the tribe has adopted.

• Off the reservation the foundation must have 
a permanent foundation and the unit must be 
attached to the ground with mechanical 
fasteners. 

• Engineers certification required for foundation 
and attachment of unit to the ground



Manufactured Housing Foundation 
Guide Continue

• Certification to state that unit substantially complies 
with HUD Handbook Permanent Foundation Guide for 
Manufactured Housing, or evidence that it was 
installed in accordance with state adopted standards. 

OR
• Statement from engineer that foundation is of 

sufficient size and strength to support unit and unit is 
attached in a manner that it will withstand normal 
sheer and wind loading 

• 25 states have Manufactured Housing Installation 
standards that meet or exceed HUD standards



• HUD does not reissue labels
• Letters of label verification

– http://www.ibts.org/label_req.htm
– 3-5 business days, cost $75

Missing HUD Certification Label

Data Plate

HUD Label

http://www.ibts.org/label_req.htm�




 Handbooks
4150.2 (6/99) Valuation Analysis
4150.2 Appendix D
4150.1 REV 1(3/90)  Valuation Analysis
4145.1 REV 2 (12/91) Architectural Processing & 

Inspections
4905.1 REV 1 (3/91) Requirements for existing 1-4 family 

units
4910.1 (7/94) Appendix K, MPS

Proposed construction-1-4 family

Resources



• ML 2009-30 Appraisal Validity Period
• ML 2009-09 Adoption of Market Condition Form
• ML 2009-16 Manufactured Housing Guidance
• ML 2008-09 Second Appraisal Requirements
• OLG Did Not adopt ML-09-48 Eliminating a second 

appraisal in high balance loans in declining markets
• ML 2008-25 Converting Existing Home To Rental
• ML 2006-33 New Construction Exhibits
• ML 2005-48 Repair and Inspection Requirements

Mortgagee Letters



• ML 2006-14 Property Flipping
• ML 2005-34 Appraisal Report Forms
• ML 2005-02 Seller Concessions
• ML 2002-25 Private Well & Septic Distances

Mortgagee Letters Continued



• Lyle Konkol
• U.S. Department of Housing and Urban Development
• Office of Field Policy and Management
• 100 Neil Street,
• Helena, Montana 59626
• Phone (406) 447-1487
• Fax (406) 449-5052
• Email, lyle.j.konkol@hud.gov

Contact Information

mailto:lyle.j.konkol@hud.gov�
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