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If you plan to use a Federal Housing Administration (FHA) loan to buy a house, the property will 

have to be appraised and inspected by a Housing & Urban Development (HUD) approved home 

appraiser. This individual will determine the current market value of the property, and will also 

inspect it to ensure it meets HUD's minimum property Health & Safety standards. 

An FHA’s certified appraiser’s home valuation is only one component of the individual’s assigned 

job to be completed. FHA appraisers also have an eye toward ensuring the new homeowners will 

be safe in their purchased home. Therefore aside from the appraisal, the appraiser is also required 

to utilize and apply the HUD inspection guidelines in regards to Health and Safety. Thus FHA 

appraiser’s need to report all deficiencies of a property's condition and whether or not any 

deficiency is a threat to the buyer’s Health and Safety including any deficiency that 

jeopardizes the homes structural integrity. 
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What else do FHA and appraisers look for?  

For starters:  All utilities should be turned on so the appraiser can test systems and appliances   

(ie: electricity, gas, water). 

                                                            

Interior of the House 

The FHA appraiser will look at all of the major components of the home, including some appliances 

such as refrigerators and microwaves, the attic, the basement and the home’s heating and air 

conditioning systems (any built-in appliances, heating and air conditioning systems must be 

operational). 

 Appraisers will also look for dampness in the basement or bathrooms. Any dampness is 

deemed as having the potential to turn into mold. 

 When inspecting the heating and air conditioning systems, the appraiser is looking for 

problems such as poor ventilation, exposed or frayed wires and the presence of heat 

sources in all rooms. Heat sources can include wood stoves, wall heaters, floor heaters, air 

duct vents and solar heaters. In all cases, those heaters must pass FHA standards for 

safety. 

 All bedrooms should have egress to the outside of the house - this for reasons of fire safety. 

A bedroom window will suffice as long as it is large enough to allow an emergency exit in 

case of a fire. 

 Any built-in appliances and any appliances conveyed in the purchase agreement need to be 

operational and function properly. 

 The heating system must be in working order and must operate sufficient enough to create 

"healthful and comfortable living conditions" inside the home. 

 FHA doesn’t require air conditioning, but if present the system should work as intended. 

 Electrical outlets must work (outlets should have a cover plate). 

 Electrical outlets near water fixtures require Ground Fault Circuit Interrupter (GFCI) outlets. 

The GFCI outlets have the “Test” and “Reset” buttons and are a “water meets electricity” 

safety device.  

 No dangling electrical wires from missing light or fan fixtures or anywhere else. 

 Smoke detectors & carbon monoxide detectors are required in order to fulfill California state 

& local codes. 

 Appraisers flush toilets and in addition they make sure they are firmly mounted to floor. 

 Toilets, sinks and showers must be operational. 

 There should be no plumbing leaks anywhere. Especially those leaks that go onto the 

vanity cabinets, walls, kitchen cabinetry and ceilings etc. (Remember:  dampness has 

the potential to turn into mold). 

 Appraisers will turn on all faucets and ensure that both hot and cold water are working. 

 The water heater must be in working order and “strapped” according to local code. 



 When viewing the attic, at a minimum it must be viewed from “head-to-shoulder” of 

appraiser (ie: need to stick head and shoulder into the attic space) to make sure there are 

vents, no damage, no exposed or frayed wires, and that sunlight is not beaming through the 

roof. Excessive debris in the attic should be removed. 

 Windows & Sliding doors must open and close properly and they cannot be broken. Minor 

cracks can be OK so long as there is not an issue with safety, health, soundness and 

security. 

 The firewall from the garage to the house should be intact. Missing sheet-rock/drywall, a pet 

door installed in the firewall door, a lack of self door-closing hinges, or a hollow door could 

pose as a fire safety issue. If a pet door is installed in the firewall door, this is a breach of 

the firewall door and thus will be tagged and/or called-out as a safety issue. 

Exterior of the House 

 If the roof has composite shingles type roofing, FHA will only accept a maximum of 3-layers. 

The roof should be in a good and in acceptable condition. 

 Regardless of the type of roofing, if the appraiser determines that if the roof has less than 

two years of life left in it, the home will not pass the FHA appraisal process (ie: roof must 

have at least 2-plus years of life remaining). 

 A roof should not be leaking. 

 The appraiser must check into the home’s sewage system only if a problem is suspected 

and/or is obvious. 

 When it comes to water, the appraiser must evaluate if the water system into the house is 

well-based or not. If water comes from a well, in this case, the appraiser must make sure the 

well is far enough from the septic system (if any) as to not create a health hazard. 

 There should be proper drainage around the perimeter of the house. Exterior grading must 

reveal positive drainage (ie: away from the house/structure).   The lot should be graded in a 

way that prevents moisture from entering the basement and/or foundation. In other words, 

the lot should be sloped to allow water to drain away from the house - not toward it. 

 Water pressure must be adequate for the house. Standard residential water pressure is 

about 55psi to 80psi. 

 Electrical outlets must work (outlets should also have the proper exterior cover plate). 

 Crawlspaces are to be viewed at minimum from “head-to-shoulder” of appraiser (ie: need to 

stick head and shoulder into the crawl space). When inspecting the crawl space, appraisers 

make sure there are no signs of standing water or any other foundation support issues. 

Excessive debris in the crawl space should be removed. 

 Paint must not be chipping, peeling, or flaking on homes built before 1978 because of the 

danger of lead-based paint (lead was used in paint prior to 1978). However, there must be 

no defective paint or bare wood for properties built after 1978 because defective paint 

impacts the economic longevity of the property. Defective paint should be scraped and re-

painted (with no wood chips on the soil/ground). 

 Any active termite infestation needs to be cured. 

 In-ground swimming pools must be filled with water.                                                             

 A house will be FHA rejected if the site is subject to hazards, environmental contaminants, 

noxious odors, or excessive noises to the point of endangering the physical improvements 



or affecting the structure itself and the occupant livability (quality of life) within the parcel 

lines of subject property. 

Both Interior & Exterior of the House 

Remember that FHA appraisers will look for health & safety hazards, including lead-based paint, 

which is no longer used to paint homes. If the home was built prior to June 1, 1978, the appraiser 

must check to make sure the home is free of this substance, and requires repairs if lead is 

detected. Any damaged painted surface such as peeling inside or outside the home must be 

corrected. 

 All steps and stairways must have a handrail for safety. This is a commonly cited 

discrepancy during FHA appraisals. 

 A trip hazard is a subjective call to make by the appraiser and not necessarily an automatic 

repair, but if there is a legitimate safety issue it should be called out by the appraiser for it to 

be repaired. 

 Home must be free of any mold. 

Health Hazards 

If your home has asbestos as an ingredient in roofing or in the insulation of pipes, this would not 

be an issue unless the asbestos has deteriorated into a powdery substance, in which case it must 

be removed. The FHA appraiser also seeks out any other toxic substances in the home and may 

not pass the appraisers scrutiny as a result of their presence (per HUD inspection guidelines). 

Bugs / Pests Termites 

An appraiser does not personally inspect a property for insects/pests/termites that can damage the 

home. But the appraiser will verify the home has been inspected for pests and is free of pest 

infestation (ie: a “Termite Clearance report” needs to be issued by the Pest Control company). 

 If the appraiser is looking at a new home, they must make sure the home’s builder offers a 

one-year warranty against termites, this which is now a federal requirement in regards to 

new homes. 

 

Note:  In the case of FHA streamlined refinancing, knowledge of the home’s pest inspection 

status and clearance is not always necessary for a homeowner to be able to acquire an           

FHA-insured loan.                                                         

Repairs 

When it comes to repairs, there is one key difference between an appraisal for a Conventional loan 

and an appraisal for a FHA-insured loan. If your FHA appraiser determines that something in the 

home needs to be repaired, the repair is required and must be done or the appraiser will not pass 

the home for the FHA-insured loan. In this case, you’ll need to have the repairs made and then the 



appraiser will come out again to make sure the repairs were completed according to FHA 

standards (at times a picture of the repair will suffice – this at the discretion of the appraiser) 

Simply know that if the list (if any) of any “flagged” and/or “called-out” issues are corrected before 

the final inspection (when the appraiser follows up on the list) then the loan process can still 

continue to move forward towards the loan being funded.  

NOTE:  In most cases, the only "deal breakers" are serious safety issues that cannot easily be 

corrected. An example would be a bedroom with no windows and therefore there is no egress in 

the event of a fire. Other examples would be an older home with a deteriorated roof, cracks on the 

foundation or holes in the floor (ie: a fixer-upper). In these cases, the discrepancies (A) create 

hazardous conditions and (B) cannot be easily fixed. These are just 4-samples of the types of 

issues of which FHA loans are usually denied.  

Also in most cases, any “flagged” appraiser discrepancies can be resolved fairly easily – that is if 

the seller is willing to fix them.  If the items are repaired or corrected to the appraiser's 

satisfaction, there should be no further issues and the FHA loan will have a greater chance to 

continue to move forward and funded. 

 

If the purchase “to be” is a Condominium, the condo complex must be on the official list of 

FHA (HUD) approved condo projects in order to qualify for FHA loan funding. Due to the unique 

nature of condo ownership, FHA loan rules for condominium units are different than the rules for 

loans on home purchases. 

 As-you-know:  Condo projects/complexes feature ownership of a portion of a property 

rather a buyer owning the entire property. Such ownership requires HOA agreements and 

covenants between the owners and the HOA which specifically state who is responsible for 

the care and upkeep of the owner units and its common areas. A key thing to remember is 

that condo ownership means you own 100% within the interior walls of your unit and a zero 

% of the common areas. 

 As a rule the following also must be met to be considered for an FHA condo loan approval... 

In a "condo complex" - at least 51% of the units must be owner occupied. 

 No more than 10 percent of the units may be owned by one investor, entity and/or an 

individual. 

 Of the monthly HOA fees collected, FHA requires that there be an established “Reserve 

Funding”. This stating that at least 10% of all budgeted income (from monthly HOA fees 

collected) must go toward the reserve account. 

 There are multiple uses for a Reserve Account.  The following are examples of some of the 

use and purposes… the reserve account should be with sufficient funds to cover all condo 

complex insurance deductibles, any capital repairs, road maintenance and insurance 

coverage must be for 100% of “replacement cost” of the condominium structure/complex… 

this in case of an unforeseen catastrophe. 

 There is more detail and/or requirements as to whether a condo complex is FHA approved. 

The rules can also vary slightly depending on the size and number of units in the complex, 

therefore always check with your mortgage lender for more information. 



 

 

If the purchase “to be” is a Planned Unit Development (PUD) 

 FHA does not require the PUD complex to be on the official list of FHA (HUD) approved 

projects in order to qualify for FHA loan funding. 

 PUD's are treated like single family homes (SFR's) therefore, just like SFR’s, there is no 

pre-condition for placing FHA mortgage insurance (ie: FHA insured loan funding). 

 Although they look like condominiums, PUDs are "true townhomes".  

 With a PUD you own a parcel/plat of land and the structure itself. It will have a common wall 

next to the unit that is your neighbor. Once in a while you will find “detached” units in a PUD 

development but for the most part, most all are attached with a common wall. 

 The PUD “Parcel Identification Number” (PIN) resembles that of a detached Single-Family 

Residence. 

 The PUD lot and dimensions is clearly identified in the property plat map (same as SFR’s) 

whereas Condos are “grouped-in” with the entire property/lot of the condo complex.  

 Know that if there are common areas, the association owns them.  

 If obtaining an FHA or VA loan and if the unit you want to buy is a PUD, there should be no 

problem in obtaining a government insured loan in that regard. 

 Simply remember that both FHA and VA treat PUD’s like single family homes and the 

complex does not need to be on the official list of the VA or FHA (HUD) approved 

residential complexes in order to qualify for the FHA or VA insured loan funding. 

* NOTE:  I Oscar Castillo am not a Home Appraiser nor am I in the Mortgage Home Loan business.  I am a local San 

Diego County REALTOR® Broker, a Listing agent and Buyer agent.  My intent for this FHA Appraisal information is 

for it to be useful and informative to you as to what else do FHA appraisers look for during the FHA home appraisal 

process.  It is fully recommended that you communicate with your mortgage lender in regards to the full scope and 

responsibilities of the lender selected FHA or VA Appraiser...... If you are not working with a lender yet, let me know 

and if you wish I can to send you a few local mortgage lenders contact information. 

 

 

 

                                                                         

 

 

_      Oscar Castillo :  BROKER - REALTOR __  ____________________________________  

 Real Estate Consultant  (San Diego, CA) ● Business (858) 775-1057 ● CalBRE lic # 01140298 ● Website: www.OscarSellsHomes.com                                                       

http://www.oscarsellshomes.com/agents/view/oscar-castillo.html

