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Home Equity Conversion Mortgage (HECM) Program –

Changes to Appraisal Submission and Assessment for all 

HECM Originations

➢ Due to the nonrecourse nature of the HECM, the financial soundness of the HECM 

program is contingent on receipt of an accurate determination of property value and 

property condition

➢ To mitigate risk to the MMIF as well as FHA borrowers posed by valuation of the collateral, 

two appraisals will be required for HECM originations, if determined necessary by the 

collateral risk assessment

➢ Effective with all case numbers assigned on or after October 1st, 2018
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As the insurer of HECM loans, FHA is implementing measures to ensure that appraisals used for HECM 

financing are accurate.

The solution is called “Collateral Risk Assessment”, as described by the following flow chart: 

1. First Appraisal 
Logged

2. Collateral Risk 
Assessment 
performed

Second not 
Warranted

3. Second Warranted

Value is justified

Value is Reduced 

As you can see, a first appraisal is completed and logged in FHA connection. FHA performs a “Collateral Risk 

Assessment”, and if warranted, a second appraisal will be required. When the second appraisal is returned, 

there will be one of two results:

•The value of the first appraisal is justified or

•The value is reduced based on the results of the 2nd appraisal 

If the second appraisal is lower, that value will be used in calculating the MCA
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Second Appraisal Required Response

Dear XXXXX,

Thank you for contacting the FHA Resource Center regarding a HECM Collateral Risk Assessment 

request for FHA Case Number XXX-XXXXXXXXX.

FHA's HECM Collateral Risk Assessment has determined a second appraisal is required. Once the 

second appraisal is obtained, email the FHA Resource Center at answers@hud.gov. In the email subject 

line, place: 'HECM Second Appraisal Complete' and the FHA Case Number. In the body of the email 

indicate the second appraisal value. Please refer to ML 2018-06 on how to proceed once a second 

appraisal is obtained.

As a reminder, mortgagees are responsible for identifying any problems or potential problems with the 

integrity, accuracy and thoroughness of an appraisal submitted to FHA for mortgage insurance purposes.

mailto:answers@hud.gov
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No Second Appraisal Required Response

Dear XXX,

Thank you for contacting the FHA Resource Center regarding a HECM Collateral Risk Assessment 

request for FHA Case Number xxx-xxxxxxx.

FHA's HECM collateral risk assessment has determined the mortgagee may continue 

processing without a second appraisal. Please refer to ML 2018-06 for additional details.

As a reminder, mortgagees are responsible for identifying any problems or potential problems with 

the integrity, accuracy and thoroughness of an appraisal submitted to FHA for mortgage insurance 

purposes.
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Mortgagee Responsibility

As a reminder, mortgagees are responsible for identifying any problems or potential problems with the integrity, 

accuracy and thoroughness of an appraisal submitted to FHA for mortgage insurance purposes.

Mortgagees have the responsibility of identifying any issues with an appraisal as well as reconciling any 

discrepancies between both appraisals

Examples: 

 1st appraisal as is, no required repairs, however 2nd appraisal is subject to required repairs

 1st appraisal shows property zoned legal, conforming, 2nd shows legal non-conforming

 Comparable discrepancies

 Market Data discrepancies
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NRMLA Working group

NRMLA through the HUD Issues committee formed a working group

Compiled a list of implementation questions-further clarification

Identified additional questions for more detailed research and evaluation

Make recommendations to the NRMLA Executive committee
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Collateral Risk Assessment

Good News vs Bad News
 Good news

Not every loan requires a 2nd appraisal

 Good news
Lenders are seeing CRA turn times as soon as quickly as thirty minutes up to 
24 hours

 Good news
The interim protocol is running very smoothly 

Bad news
Some loans do require a 2nd appraisal
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Resources- www.hud.gov/answers

http://www.hud.gov/answers
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Collateral Risk Assessment- Q & A


