Welcome to...
Office of Single Family Housing

Appraisal Review and Reconsideration of Value Update
Today’s webinar begins at 2:00 PM (Eastern)

We will be underway shortly

Please test your speakers and choose Audio source (computer/smartphone or telephone) by
selecting desired option in Audio Settings — see left side of toolbar at bottom of screen.




Technical Support

« Recommend Chrome browser.

» Technical issues? Review Technology FAQs by clicking Chat icon at bottom of
screen or Landing Page.

* Need additional tech support? Click Contact Tech Support icon on Chat link or
Landing Page.



Q&A Session

« Webinar registrants were invited to submit questions in advance.

» The presentation team will address those questions at the end of the
presentation.

» Participants may submit typed questions using the Q & A tab.
« Additional questions should be directed to the FHA Resource Center.



Contact FHA Resource Center

 Online at: www.hud.gov/answers.
* Via email at;: answers@hud.qgov.
« Via phone at: 1-800-Call-FHA (1-800-225-5342)

Persons with hearing or speech impairments can access their state’s telecommunications
relay system (TRS) to make TTY calls by dialing 7-1-1.



Documents/Materials & Training Evaluation

Documents/Materials:
» Click Chat icon or Landing Page — select Webinar Documents/Materials link for copy of
presentation.

Training Evaluation:
» Click on Chat icon or Landing Page — select Survey link.



Helpful Links

Click Chat icon or Landing Page — select links to bookmark:

* FHA Single Family Housing main page:
https://www.hud.gov/program offices/housing/sfh.

« FHAFAQ page:
https://www.hud.gov/FHAFAQ.

» Single Family Housing Archived Webinars (On Demand) page:
https://www.hud.gov/program offices/housing/sfh/events/sfh webinars.
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Disclaimer

The purpose of this presentation is to provide an overview and summation of recent
changes to Federal Housing Administration (FHA) policy. It introduces and explains
official policy issued in Department of Housing and Urban Development (HUD)
Handbooks and Mortgagee Letters (ML). If you find a discrepancy between the
presentation and Handbooks, MLs, etc., the official policies prevail. Please note, the
information provided in this training is subject to change.

The information in this presentation is current as of the May 20, 2024, publication of
HUD Handbook 4000.1, FHA Single Family Housing Policy Handbook (Handbook
4000.1), and ML 2024-07 published on May 1, 2024.

Please consult HUD Handbooks and MLs through HUD’s Client Information Policy
Systems (HUDCLIPS) for the most recent updates and current policy.
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Background




PAVE Action Plan Commitments

Action 1.3 Issue guidance and implement new policies to

improve the processes by which a valuation may be
reconsidered if the initial valuation is lower than expected.

Action 4.6 Inform Federal Housing Administration (FHA)
borrowers about the process to request a reconsideration
of a valuation (ROV) when the initial valuation is lower
than expected.

HUD will require FHA lenders to track usage and

outcomes of ROVs and to report this data to FHA via FHA
systems, leveraging insight from VA's existing ROV
process where helpful, so that HUD can better identify
patterns of ROV usage and evaluate the impact ROVs
might have on possible discrimination.




Draft Mortgagee Letter Posted on the Drafting Table

January 2023 Draft Mortgagee Letter,

Borrower Request for Review of
Appraisal Results was posted for
feedback on the FHA Drafting Table.

Feedback was supportive.

Some desired greater specificity while others
sought a more flexible approach.

Consistently stressed the need for industry
collaboration and alignment of the agencies.




Overview of Policy




Impacts of Reconsideration of Valuation Policy on Stakeholders

= Enhances Borrower Awareness

* Notifies the borrower that they may request an appraisal Reconsideration of a Valuation
(ROV)

* Educates borrowers with instructions on how to appeal and what is required

mame INndustry Alignment and Expectations

» Alignment with FHA and Government-Sponsored Enterprises (GSEs) ROV policies
* Framework of principles-based requirements fosters uniformity while maintaining flexibility
 Establishes certain minimum requirements

e Greater Transparency

+ Consistent documentation standards and FHA system data collection
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Reconsideration of Value Process Flow
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Mortgagee Requirements

Appraisal Review

» Mortgagee Underwriter must review the appraisal.
— Appraisal must be Complete, Accurate and Credible.

« Underwriter must be trained to identify deficiencies including prohibited
discriminatory practices.

» Protocols for remediating deficiency must include:
— General corrections, explanations, substantiation
— Reconsideration of Value
— Second Appraisal

Review Process and all communication with Appraiser must conform with Appraiser Independence.
o —————————

10



Mortgagee Requirements (cont.)

General Reconsideration of Value

An ROV refers to a request from the Mortgagee’s underwriter to the Appraiser to re-assess the
appraisal report based upon information that may affect the value conclusion.

« Minimum requirements for communication with the appraiser

— Include a description of the area(s) in the appraisal report and all the additional information that require
the Appraiser’s response;

— Provide detailed information, data, or relevant comparable sales as available;

— Only include relevant comparable sales as of the effective date of the appraisal; and
— Not include more than five alternative comparable sales.

* No costs associated with an ROV may be charged to the Borrower.

* The resolution of the ROV must be completed prior to loan closing.
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Mortgagee Requirements (cont.)

Borrower-Initiated ROV

The Mortgagee must establish an appeal process for when a borrower believes
appraisal is inaccurate or deficient.

» Must provide an easy-to-understand borrower disclosure with processing instructions and
expected ROV processing times. Disclosure must specify what information will be required from a
borrower and any limitations on the information allowed (maximum of five alternative comparables and one
ROV per appraisal).

— Must establish protocols for communicating the status, updates, and final resolution with the borrower
(must be in writing).

« If the borrower-initiated ROV request is unclear, deficient, or requires additional information, the
Mortgagee must remediate with the Borrower, as applicable.

All documentation associated with an ROV must be retained in the case binder.
|




Mortgagee Requirements (cont.)

Borrower-Initiated ROV Disclosure

The Mortgagee must provide an easy-to-understand disclosure at mortgage loan application and
upon delivery of the appraisal report to the Borrower with instructions that explains:

The process for requesting clarifications; and or
corrections unrelated to the value conclusion.
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Mortgagee Requirements (cont.)
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The Mortgagee must provide the borrower the following communications in writing:

A clenawladaina racaint nf thea PO\/ raniLiaoct:
T~ \'UIN\1 |UVV|UUH|| |s |UUU|PL VUl U1V T\NUYV |U\1UU°L,

Inctriinrtinne nan how o ~carract an ineomnletea RO/ ranioct:
IMMTOUULULIVUTTO VUIT TITUVY TU UVUIToootl AT immiouli ||~J|ULU T\N\UUV IU\.'LJUOL,

lLInAdatne Aan tho ctatiic nfthe BON\/ raruioct: and

UpMPUAlCo UTT UTC oldiUo UT UTC TNU'V TOTYUTOL, Aadilu

The roaciiliec nftho PO\/ roaniLioct

'S TCOoUto UT 1T TNVOU VvV TOCUYUTOL.
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Mortgagee Requirements (cont.)

Updates to Ordering a Second Appraisal

When the underwriter )
considers the Appraiser unable
to resolve material deficiencies
due to the nature of the
deficiency, they may forgo
communication with the
Appraiser before obtaining a
\second appraisal.

The Mortgagee must report
appraisals replaced due to
material deficiencies to the
applicable State Appraiser
Regulatory Agency.

J

15



Mortgagee Requirements (cont.)

Other Important Notes

Quality Control Plan
« Standards for the appraisal review and the ROV process must be clearly defined in the
Mortgagee’s Quality Control (QC) Plan.

Applicable Programs
» Applies to FHA Single Family Title Il forward and Home Equity Conversion Mortgage (HECM)
programs.




Appraiser Expectations

Responding to ROV Request

thoroughly assess all borrower-initiated ROV requests before
communicating with appraiser.

SUEEWGCERUITEIE. orovide only relevant and appropriate information, as of the
effective date.

summarize the analysis of the information and outcome.
respond in a revised version of the appraisal.
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Important Dates and System Changes

18



Important Dates and System Changes

Mortgagee Letter » Appraisal Review and ROV Updates

2024-07 * Provisions in the ML may be implemented immediately but must be
. implemented for FHA case numbers assigned on or after October
Published May 1, 2024 31, 2024

» Change to Endorsement information section of the Insurance
Application screen

* New Section: Borrower Request for Appraisal Review Information
* Required for Cases assigned on and after October 31, 2024
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System Changes and Effective Date

Example of New Section as Shown on the Insurance Application Screen

The FHAC B2G submission requirements accommodate the new data fields.
Refer to the B2G Interface webpage for technical requirements.
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Resources
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Helpful Links

« SF Handbook 4000.1 Information
https://www.hud.gov/program offices/housing/sfh/handbook 4000-1

« Upcoming Single Family Housing Events and Training
https://www.hud.gov/program_offices/housing/sfh/events

« Subscribe to FHA INFO
https://www.hud.gov/program_offices/housing/sfh/FHA INFO subscribe

« HUD'’s Client Information Policy Systems (HUDCLIPS)

https://www.hud.gov/guidance
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FHA Resource Center

___Option | __Point of Contact Hours Available

P eriizelge www.hud.gov/answers
Base — FAQs i -9
e Email answers@hud.gov

1-800-CALLFHA
(1-800-225-5342)
Information on how to make
e Telephone an accessible phone call:
https://www.fcc.gov/consumer
s/quides/telecommunications-
relay-service-irs.

24[7/365

2471365

8:00 AM to 8:00 PM
Eastern
M-F

Knowledge Base web
page includes option to
email questions.

Voicemail is available after
hours or during extended
wait periods.
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Thank you for joining us today!
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