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Welcome to Appraisals, presented by USDA’s Single Family Housing Guaranteed
Loan Program!



Training Objectives
* Where is the topic located?

* 7 CFR Part 3555 and HB-1-3555
* Learning Checks

* Resources

The objectives of the training include:

1. Demonstrating where the training topic is located in the program regulation, 7
CFR Part 3555 and the technical handbook, HB-1-3555.

2. Providing learning checks to help you gain a working knowledge of the topic,
and

3. Links to online resources to assist in locating program information.
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* Every effort has been made to ensure training references

are accurate at the time of publication.

F

* Always reference the most recent USDA publications
available online.

Every effort has been made to ensure this training and all references are accurate,
however, new program revisions and clarifications may occur.

Therefore, please ensure you always reference the most recent USDA publications
available online.

This training module is not intended to replace the need to reference the
regulation, technical handbook, and additional USDA published documents
regarding the Guaranteed Loan Program.



Guaranteed Loan Program Regulation
7 CFR Part 3555

* Final Rule Effective: March 9, 2016

* Eight Subparts: A—H

* Appendix 1

7 CFR Part 3555 is the program regulation. It is the first place users should look for
the answers to their questions.

The regulation is the rule and it cannot be overridden by the technical handbook.
The 7 CFR Part 3555 is comprised of 8 subparts, A through H.

You can access the full regulation online as Appendix 1 from the Regulations and
Guidelines website.



7 CFR Part 3555

http://www.rd.usda.gov/publications/regulations-guidelines

Regulations & Guidelines

All Fdoral regulations can be found at Regulations. gov and custormens can s
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Magazine
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The Regulations and Guidelines website is located from the link shown on the slide.
Under “Rural Development” there are many items available from this home page.
To access the regulation, select “Handbooks.”



Chapter 17 - Regular Sarvcing: Performing Loar

Chapter 38 - Servicng Non-Perforrang Loans - ACcounts with Repaymment, Probliens

Appondix 10 - Urnumbered Letler o State Suppierments

A list of all USDA Rural Development handbooks will display.
Be sure to select the correct technical handbook: HB-1-3555.

Once HB-1-3555 is selected, the entire handbook, including all appendix will display
for selection.

Appendix 1 is the full regulation, 7 CFR Part 3555.
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7 CFR Part 3555

Subpart C: Loan Requirements
.101:
.102:
.103:
.104:
.105:
.107:
.108:

Loan Purposes

Loan restrictions

Maximum loan amount

Loan terms

Combination construction and permanent loans
Application for and issuance of loan guarantee
Full faith and credit

Appraisal guidance is located in Subpart C, Section 3555.107.




7 CFR Part 3555

3555.107 Application for and 1ssuance of the loan guarantee.
{a) Processing of applicaiions.
(b) Automated underwriting.
(¢) Manual underwriting.
(d) Appraisals.
(¢) Environmental requirements.
(f) Issuance of a conditional commitment.
(g) Loan guarantee fee.
(h) Annual fee.
(1)  Proper closing and requesting the loan note guarantee.
(j)  Issuance of the guarantee.

The regulation Table of Contents provides a quick view of the individual topics
included under this Section.
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7 CFR Part 3555: 3555.107(d)

(d)  Appraisals. The lender must supply a curent appraisal report of the property for
which the guarantee is requested.

(1) Appraisals must be conducted in accordance with the Uniform
Standards of Professional Appraisal Practices.

(2) Approved lenders are responsible for selecting a qualified appraiser
and the integrity. accuracy and thoroughness of the appraisals used to
support their loan guarantee request.

(3) The appraiser must report all readily observable property deficiencies.
potential environmental hazards, as well as any adverse conditions
discovered performing the research involved in completing the
appraisal.

3555.107(d) outlines the requirements for a current appraisal report to support the value
of the subject collateral.

Appraisals must be completed in accordance with USPAP standards and practices.
Approved lenders must ensure the appraiser is qualified to complete the appraisal.

The appraiser must report all observable property deficiencies, environmental hazards, and
other adverse conditions in the appraisal report.
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7 CFR Part 3555: 3555.107(d)

4) The Agency will conduct reviews of the appraisals prior to issuance of
the conditional comiitment, and other reviews may be conducted to
ensure overall quality of appraisals. The lender is responsible for
correcting any appraisal deficiencies reported by the Agency.

The Agency may detenine an appiaiser ineligible (o conduct
appraisals for SFHGLP due to the failure to comply with applicable
requirements and regulations. Appraisals from the ineligible
appraisers will not be accepted.
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(6) Use of an alternative approach to value for appraisals performed in
remote rural areas, on tribal lands, or where a lack of market activity
exists may be accepted at the Agency's discretion.

(7 The validity period of an appraisal will be 120 days. unless otherwise
provided by the Agency.

USDA will review all appraisals before a conditional commitment will be issued. Some
appraisals may be selected for additional levels of review. If any deficiencies are
discovered, USDA will contact the approved lender to request correction.

USDA may determine that an appraiser is not eligible to complete appraisals for approved
lenders for guaranteed lenders. This determination is made by the Agency when an
appraiser has submitted multiple instances of unacceptable appraisals that do not meet
USPAP and additional regulatory requirements.

Appraisers are granted flexibility in their opinion of value when the property is considered
to be located in a remote rural area where sales and comparable properties may be in
short supply.

Appraisals are valid for 120 days, unless otherwise provided by the Agency. USDA does
allow a 30 day grace period in the technical handbook. Therefore, appraisals are
technically valid for 150 days.
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Guaranteed Loan Program Technical Handbook

HB-1-3555
* Provides guidance to support the regulation

* HBis not the rule
* 20 Chapters

The 7 CFR Part 3555 regulation cannot cover every topic and every potential
scenario, therefore a technical handbook has been published to support the
regulation and provide additional clarification. HB-1-3555 has 20 chapters.
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e, Suppeort Mandtoek

Chapler 2 - Recond Retenton
Chapter 3 - Lender A

Closing the Loan and Requesting the Guarantes

Ruguiar Servicng: Pedonming Lo

Sencing Non-Performng Loans - Accounts with Repayment Problems.
Custodial and Real Exlale Owned Property

Lok Clairms. - Collecting on the Guarantes

ape
Appendix 4 - Agency and Employws Addresses

Appendix § - income

Appendix 8 - E0I Docurmenlastion
Appandix g - Penallies

Appendix 10 - Urnumbered Ledler and Slate Suppiements

The handbook may be accessed from the Regulations and Guidelines website.

Appraisals are located in Chapter 12.
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HB-1-3555

SECTION 2: APPRAISALS
12.5 RESIDENTIAL APPRAISAL REPORTS

A, Qualified Appraiser

B.  Appraisal Report

C.  Agency Review

D.  State Director Responsibilities

E. Types of Agency Reviews

F. Appraisals in Remote Rural Areas. On Tribal Lands Or in Areas

Lacking Market Activity

This screen shot displays the Table of Contents of Chapter 12. This helps the user to
locate specific topics more quickly.
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TIPS
Underwriter = USDA Approved Lender
USDA = not an underwriter

Research Rule & HB questions: Table of Contents
Research Rule & HB questions: Control + F

»_.....I

7 CFR Part 3355

supplemental social security income and Social Security
benefits received m a lump sum:

(v} Any eamed income tax credit

(] assastance in excess of any amount determined
2 o HUIYs definition of anmual income at 24 CFR

.60%c)

A few helpful tips:

The underwriter of the loan is the approved lender’s underwriter.

USDA is NOT the underwriter of the loan.

When researching topics, it is helpful to begin with the Table of Contents for the
regulation and the handbook.

A great best practice when searching for information is to open the regulation or a
handbook chapter, select the “Control” button on the keyboard, hold it down, and
then also select the “F” key. A keyword search box will appear. Enter a keyword or
phrase to locate information more quickly.
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7 CFR PART 3555 / HB-1-3555

LEARNING CHECKS

The best way to learn information is to test your knowledge!
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Question Slide

* Question will be bulleted with scenario, or
* Include a statement/question

TRUE/FALSE or other answer options will be displayed

Each question slide will list:

* the topic

* aquestion or scenario, and
* potential responses.

16
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ANSWER SLIDE
“TOpiC"
ANSWER: 7 CFR Part 3555 and HB-1-3555 references
provided

X. Correct Response

» Additional guidance for clarification may be provided

The answer slide will list:

The topic

The reference to the answer from the regulation and handbook
The correct response, and

Any additional clarification that may be helpful.

17



Let’s get started!
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Appraisals

B. FALSE

A. TRUE

Read the question on the slide and select a response.

19
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Appraisals
ANSWER: 3555.107(d) and HB 12.5 B
A. TRUE

* Appraiser is trained expert

* Appraiser must conduct report in accordance with USPAP
guidelines

True.

The appraiser is an educated and well trained expert in documenting appraisals and making
the property type determination.

Appraisers must complete appraisal reports in accordance with applicable USPAP
guidelines.



Appraisals

* Bixby Bank orders an appraisal, but cannot complete the
transaction
* Applicant goes to Orange Lending

e Nrance lendino reniiecte the a
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save applicant money
* Orange Lending may use this appraisal

A. TRUE B. FALSE

Read the question on the slide and select a response.
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Appraisals
ANSWER: 3555.107(d)(7) and HB 12.5 B
A. TRUE

* Recipient lender must assume all responsibility for the
transferred appraisal

* Transferring lender must provide letter to state the transfer
is approved

¥

» Appraisal validity dates apply

True.

The recipient lender, in this example Orange Lending, must assume all responsibility for the
integrity and completion of the appraisal that has been transferred to them from Bixby
Bank. USDA will now assume that any appraisal submitted by Orange Lending meets their
standards and was completed under the regulation and technical handbook requirements.

The transferring lender, Bixby Bank, must provide a letter to the new lender which states
they approve of transferring their property to a different lender.

The date of the appraisal report will continue to determine when it will expire.
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* Appraisal completed June 15t
* Loan closing moved to October 4t
« Appraisal will be 120 days old on September 29t (120

* Lender must order a new appraisal

A. TRUE B. FALSE

Read the question on the slide and select a response.
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Appraisals
ANSWER: 3555.107(d)(7) and HB 12.5 B
B. FALSE

* Lenderis allowed a 30 day grace period
* No request to USDA is required
* When 150 days is breeched, an appraisal update or new

Y T T Y R ~ wm e
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False.

Appraisals are valid for 120 days plus a 30 day grace period, therefore they are valid for 150
days.

No request to USDA is required to utilize the 30 day grace period extension.

If the appraisal will be more than 150 days old at the time of loan closing, an appraisal
update or new appraisal report will be required.
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Appraisals

» Subject property appraisal dated March 15t

* Property history reflects the previous sale was on January
5t of this year

* Thisis a “flip” transaction, and therefore ineligible

A TRIIC n Icr
A. ThUL D. TALOL

Read the question on the slide and select a response.
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Appraisals
ANSWER: 3555.107(d)and HB 12.5B
B. FALSE

* Appraiser has noted the sales history

* Appraiser must be aware of any renovations or
rehabilitation that may have taken place since purchase
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False.

Appraisers are required to research the subject property including previous sale dates and
sale prices. They will document this in the appraisal report.

The appraiser must be aware of renovations, rehabilitation, or other updates that may have
occurred since the prior purchase. These items may influence the opinion of value.

It is the appraiser’s responsibility to review the subject property, comparable properties,
and determine their opinion of market value.

USDA relies upon the appraisers research and expertise to arrive at a valid opinion of value
to support the collateral and loan request.
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Appraisals

Appraisal completed March 29t

Loan closing moved to November 5t
Appraisal will be 120 days old on July 27t
* Lender may order an appraisai update

A DIIc D | cC
M. nuL D. TALOL

Read the question on the slide and select a response.
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Appraisals
ANSWER: 3555.107(d)(7) and HB 12.5 B
A. TRUE

* Appraisal updates extend the validity period up to 240
days from the original completion date

* Original appraisal completed March 29t plus 240 days =

November 24th

* When 240 days is breeched, a new appraisal will be
required

True.

The lender may request an appraisal update to extend the validity period of the current
appraisal report.

An appraisal update will extend the validity period of a current appraisal up to 240 days
from the original completion date.

In this example the appraisal was completed on March 29t. A appraisal update would
extend the report only up to November 24,

When the 240 day timeframe is breeched, a whole new appraisal report will be required for
the loan package if the loan is not closed.

28
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Every appraisal report has an administrative review
performed by USDA staff.

A. TRUE B. FALSE

Read the question on the slide and select a response.
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Appraisals
ANSWER: 3555.107(d)(4) and HB 12.5E 1
A. TRUE

* USDA completes an administrative review on every
appraisal

* This review is completed prior to issuance of Form RD
3555-18/18E (conditional commitment)

A==

True.

USDA will complete an administrative appraisal review of every appraisal submitted.

The review is completed before a conditional commitment is issued by USDA.

If the appraisal is selected for a random second level review or if issues are detected within
the appraisal report, it will be elevated to a USDA Regional Appraiser for a technical desk
review or a technical field review.



Appraisals

R o o

The review is performed t the appraisal
is complete, clearly reasoned, and has adequate support for
the conclusion of value.

A. technical desk B. technicalfield

Read the question on the slide and select a response.



Appraisals
ANSWER: 3555.107(d)(4) and HB 12.5E 2
A. technical desk

Technical desk reviews:
* Ensure USPAP format is in compliance
* USDA may require as “spot check” and quality control

* USDA may request this review for appraisais that exhibit
weaknesses

Response: Technical desk
The technical desk review is completed by USDA to:

Ensure the appraisal is compliant with USPAP guidelines and standards,

Spot check appraisals and perform quality control, and

Review appraisals that may exhibit weaknesses, miscalculations, and other questionable
verbiage or conclusions.
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Appraisals

properties listed is a

A. technical Desk

An on-site visit to the subject property and comparabie

review.

B. technical Field

Read the question on the slide and select a response.
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Appraisals
ANSWER: 3555.107(d)(4) and HB 12.5E 3
B. technicalfield

Technical field reviews:
* Ensure USPAP Standard 3 Review format met
* USDA may require as “spot check” and quality control

Response: Technical field

Technical field reviews help ensure the USPAP Standard 3 Review format is met.

The technical field review also serves as a spot check for quality control of appraisals
received by USDA.

34



T

i-i e

Appraisals

Appraisals must meet USPAP standards: Uniform Standards
of Professional Appraisal Practice.

A. TRUE B. FALSE

Read the question on the slide and select a response.
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Appraisals
ANSWER: 3555.107(d)(1) and HB 12.5
A. TRUE

» Appraisals must meet USPAP standards
* Appraisers must be licensed or certified in the State where

e b wmde ~ e

tha viel A
tne property is iocated

USDA requires all applicable USPAP standards be met.

Appraisers must be licensed or certified in the State where the property is located when

they complete the appraisal for the subject property.
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Appraisals

Appraisers are not required to assess environmental hazards.

A. TRUE B. FALSE

Read the question on the slide and select a response.
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Appraisals
ANSWER: 3555.107(d)(3) and HB 12.5
B. FALSE

* Appraisers must note property deficiencies, including
environmental hazards
& m e o alel

Any items that affect the health an C
or structural integrity of the collateral must be noted

False.

Appraisers must certainly note property deficiencies which includes environmental hazards.

They must also note any items that affect the health and safety of the occupants. This also
includes the structural integrity of the collateral.
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Appraisals

* Manufactured home

* Appraisal completed on Fannie Mae Form 1004/Freddie
Mac Form 70 for a SFH dwelling

* Thisis an acceptable form

A -
|

A. TRUE B. FALSE

Read the question on the slide and select a response.
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Appraisals
ANSWER: 3555.107(d) and HB 12.5B
B. FALSE

* Manufactured Homes: Fannie Mae 1004C/Freddie Mac
70B is required for manufactured homes
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appraisal form for the dwelling

False.

Manufactured homes must have appraisals completed on the appropriate form. The
Fannie Mae 1004C/Freddie Mac 70B has been created for the appraisal of manufactured
homes.

Appraisers are responsible to select the appropriate form for the dwelling.
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Way to go! You have completed the learning checks!
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Regulations

http://www.rd.usda.gov/publications/regulations-guidelines

Mo e st

Publications

Publications for
Cooperaties

Rural Cooparatives.
Magazee

Strategic Plan
Congressional Testimany

Transcriots and Speeches.

f RAural Development

Regulations & Guidelines
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Don’t forget the Regulations and Guidelines website is a wonderful source of USDA

guideline knowledge.
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GovDelivery Sign up
https://public.govdelivery.com/accounts/USDARD/subscriber/new?qsp=USDARD 25

Emaii Updates
To sign up for updates or to access your subscriber preferences, please enter your contact
information below.

*Email Address

Submit Cancel

Please sign up for GovDelivery messages. USDA sends out origination (including
GUS) and servicing messages to alert lenders of new publications, clarifications, and
additional program updates.
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Thank you for supporting YOUR BUSINESS
the USDA Single Family

Housing Guaranteed Loan
Program!

Thank you for supporting the USDA Single Family Housing Guaranteed Loan
Program! We appreciate the opportunity to help you serve more rural
homebuyers!
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In accordance with Federal civil rights law and U.S. Department of Agriculture (USDA) civil rights
regulations and policies, the USDA, s Agencies, offices, and employees, and institutions participating in
or administering USDA programs are prohibted from discriminating based on race, color, national origin,
religion, sex, gender identity (including gender expression), sexual orientation, disabiity, age, marital
status, family/parental status, income derived from a public assistance program, political beliefs, or
reprisal or retaliation for prior civil rights activity, in any program or activity conducted or funded by
USDA (not all bases apply to all programs). R dies and compk fiina deadli vary by prog or

incident.

Persons with disabilties who require alternative means of communication for program information (e.g.,
Braille, large print, audiotape, American Sign Language, etc.) should contact the responsible Agency or
USDA's TARGET Center at (202) 720-2600 (voice and TTY) or contact USDA through the Federal Relay
Service at (800) 877-8339. Additionally, program information may be made available in languages other

than Englich,

To file a program discrimination complaint, complete the USDA Program Discrimination Complaint Form,
AD-3027, found online at How to File a Program Discrimination Complaint and at any USDA office or
write a letter addressed to USDA and provide in the letter all of the information requested in the form.
To request a copy of the complaint form, call (866) 632-9992. Submit your completed form or letter to
USDA by: (1) mail: U.S. Department of Agriculture, Office of the Assistant Secretary for Civil Rights,
1400 independence Avenue, 5W, Washington, D.C. 20250-9410; (2) fax: (202) 6%0-7442; or (3] email:
program.intake@usda.gov.

USDA & an equal opportunity provider, employer, and lender.

SRRSARARY

This will conclude the training module. Thank you and have a great day!
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