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Introduction

This subpartontaingoropertyeligibility andunderwritingpoliciesfor conventionaloansfor
saleto FannieMae.

In This Subpart
This subpartcontainghefollowing chapters:

B4-1, AppraisalGuidelings. . . . ... e 496.
B4-2, ProjectStandards . . . ... ... .. 582 .




PartB, OriginationThroughClosing DecembeR0, 201
Subpartd, UnderwritingProperty
Chapterl, AppraisalGuidelines

Chapter B4-1, Appraisal Guidelines
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Introduction

This chapterdescribes-annieMae appraisapolicies,guidelinesandrequirements.

In This Chapter

This chaptercontainghefollowing sections:

B4-1.1,GeneralAppraisalRequirements . . ... ... 497
B4-1.2, AppraisalDocumeniStandardsikReport,andPropertyinspections . . . .. ........ 510
B4-1.3, SpecialAppraisalConsiderations. . . . ... 529

B4-1.4, AppraisalReportAssessment. . .. ...t 543
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SectionB4-1.1,General Appraisal
Requirements

\584-1.1-01, General Information on Appraisal Requirements
(07/26/2011)

Introduction

Thistopic containggeneralinformationon appraisalequirementsncluding:
LenderResponsibilities
AppraiserndependencBRequirements
ConfirmationandDocumentatiomf the CurrentOwner

A

A

A

A AcceptableandUnacceptabléreas

A Examplesof UnacceptabléppraisalPractices
A

Additional Resources

Lender Responsibilities
Thelenderis responsibldor:

A theaccuracyandcompletenessf theappraisahndits assessmetf themarketabilityof the
property;

A selectingheappraiser;

A underwritingthe completedappraisateportto determinaevhetherthe subjectpropertypresents
adequateollateralfor themortgage;

A continuallyevaluatinghe quality of theappraised work throughnormalunderwritingreview
of all appraisateportsandspotcheckfield reviewof appraisalaspartof its quality control
system;
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A ensuringhattheappraiseusessound reasoningndprovidesevidenceo supportthe
methodologysedfor developinghevalueopinion,particularlyin caseghatarenot covered
by FannieMaeguidelines;

A ensuringhattheappraiseprovidesanaccuratepinion,anadequatelgupported/alue,and
anaccuratedescriptiorof theproperty;

A ensuringhattheappraiseprovideshis or herlicenseor certificationnumberon theindividual
appraisateportforms;and

A complyingwith the AppraiserindependencBequiements

Lenderanusttakeappropriatectionto ensurghatappraiserslo notengagen unacceptable
appraisapractices.

In particula, lenderanustnot applypressur@r otherwiseattempto influenceappraiserso
reflectcertainresultsin theappraisahnalysisor reporting.

SeeB4-1.1-03, AppraiserSelectionfor informationconcerninghe useof third-partyvendors
for appraisakervicesthelender'sresponsibilityfor the quality of the appraisalwvork, andkey
appraiseselectiorcriteria.

SeeB2-1.4-02,MortgagelLoanEligibility, for informationconcerningherequirementhat
lenderamustwarrantthatthe currentvalueof the propertyis notlessthanthe original valuefor
mortgagdoansthataremorethanfour monthsold from theloanclosingdateto the datetheloan
is soldto FannieMae.

Appraiser IndependenceRequirements

By deliveringloansto FannieMae,lendergepresenandwarrantthatappraisal€onductedn
connectiorwith singlefamily mortgagdoans,otherthangovernmeninsuredand-guaranteed
loans,conformto the AppraiserindependencRequrements

Confirmation and Documentationof the Current Owner

Lenderanustconfirmanddocumentn themortgagdile thatthe propertysellerin apurchase
moneytransactioror theborrowerin arefinanceransactions the ownerof thesubjectproperty
whenanewappraisals required.Thisdocumentatioiis especiallymportantfor transactions
involving anassignmenfor sale)of acontractfor saleandbackto-back,simultaneousjouble
transactiorclosingsor doubleescrowdo supportthe propertyacquisition financing,and
closing.


http://www.efanniemae.com/sf/guides/ssg/relatedsellinginfo/appcode/
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Confirmationthatthe propertysellerin a purchasenoneytransactior{or theborrowerin a
refinanceransaction)s the ownerof thesubjectpropertybasedn publiclyavailable
informationhelpsto identify unacceptablpropertyflipping schemeswhichtypically involve
variouscombination®f transactionandresultin a saleof arecentlyacquireddistressed
propertyfor significantprofit basedn amisleadingor fraudulentppraisalvith aninflated
propertyvalue.

Acceptableand UnacceptableAreas

FannieMaedoesnot designat@areasasbeingacceptabler unacceptabléannieMaedoes
businessn all markets.

Examplesof UnacceptableAppraisal Practices
Thefollowing areexample®f unacceptablappraisapractices:

A developmenof and/orreportinganopinionof marketvaluethatis not supportabldy market
dataor ismisleading;

A developmenof avaluationconclusiorbaseckitherpartiallyor completelyon thesex,race,
color, religion, handicapnationalorigin, familial statuspr otherprotectecclasse®f eitherthe
prospectivewnersor occupantsf the subjectpropertyor thepresenbwnersor occupantsf
the propertiesn thevicinity of thesubjectproperty;

A developmenof avaluationconclusiorbasedn factorghatlocal, state or federalaw
designatesdiscriminatoy, andthus,prohibited;

A misrepresentatioof the physicalcharacteristicef thesubjectpropery, improvementspr
comparableales;

A failureto commenbn negativdactorswith respecto the subjectneighborhoodthe subject
propert, or proximityof thesubjectpropertyto adversenfluences;

A failureto adequatelyanalyzeandreportanycurrentcontractof sale option,offering, or listing
of thesubjectpropertyandthe prior salesof thesubjectpropertyandthe comparableales;

A selectioranduseof inappropriateomparablesales;

A failureto usecomparablealeshatarethe mostlocationallyandphysicallysimilarto the
subjectproperty;
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A creationof comparablsalesby combiningvacantandsaleswith the contractpurchaserice
of ahomethathasbeenbuilt or will bebuilt on theland;

A useof comparablesalesin thevaluationprocessvhentheappraisehasnot personally
inspectedheexteriorof thecomparablgroperty;

A useof adjustmentso comparablesaleshatdo notreflectmarketreactionto the differences
betweerthe subjectpropertyandthe comparableales;

A notsupportingadjustmentin the salescomparisorapproach:;
A failureto makeadjustmentsvhentheyareclearlyindicated;

A useof data particularlycomparablealesdatad providedby partiesvho haveafinancial
interestin the saleor in thefinancingof thesubjectpropertywithouttheappraise®
verificationof theinformationfrom a disinterestegource;

A developmenof anappraisabr reportinganappraisaln amannerr directionthatfavors
thecauseof eithertheclientor anyrelatedparty, theamountof theopinionof value,the
attainmenbf aspecificresult,or theoccurrencef asubsequergventin orderto receive
compensatioand/oremploymentor performingthe appraisabnd/orin anticipationof
receivingfutureassignments;

A developmenof and/orreportinganappraisaln amannethatis inconsistentvith the
requirementsf the Uniform Standardsf ProfessionalppraisalPracticein placeasof the
effectivedateof theappraisal,

A failureto addressindnoteadversdactorsor conditionghataffectvalueor marketabilitywith
respecto theneighborhoodsite,or improvements;

A useof unsupportedescriptivecommentsr drawingunsupported¢onclusionsrom subjective
observationsTheseactionsmayhavea discriminatoryeffect.

A useof unsupportedssumptionsnterjectionsof personabpinion,or perceptiongboutfactors
in thevaluationprocessTheseactionsmayhavea discriminatoryeffect,andmayor maynot
affecttheuseandvalueof aproperty.

A useof unacceptableerminologyincludingbut notlimited to:

=]

T iprofdeown é&mmitlieop, 0 wn end$ |h dofpkdéo f owner shi po;

=]

i Aponoceri ghbor hood?o;

=]

gomeai ghbor hoodo;
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i Acr-rididemar e ao;
i ides ineighbothawad r | ocati ono;
T Aunde eightoothdod r | ocati on. 0

Othersubjectiveerminologythatcanresultin erroneougonclusionss equallyunacceptable.

Additional Resouces

For additionabuidanceon performingappraisal&ndunderwritingappraisal®f propertythat
securesnortgagdoansdeliveredto FannieMae,seeGuidanceor Lendersand Appraisers

Related Announcements

Thetablebelowprovidesreferenceso the Announcementthathavebeenissuedhatarerelated
to thistopic.

Announcements IssueDate
Announcemen$EL-20111 06 July 26, 2011
AnnouncemenSEL-20111 01 Januar7, 21
AnnouncemenSEL-2010 16 Decembed, 2010
Announcemen®9i 32 October30, 2009
Announcemen®9-01 January/, 2009

MB4-1.1-02, Lender Disclosure of Information to Appraisers
(10/30/2009)

Introduction
Thistopic containgnformationon lendedisclosureof informationto appraisersncluding:
A LenderDisclosureof Informationto Appraisers

A InformationThatMustBe Disclosed
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Lender Disclosu eof Information to Appraisers

Thelendermustdiscloseto the appraiseanyandall informationaboutthe subjectpropertyof
whichit is aware,if theinformationcould affect eitherthe marketabilityof the propertyor the
appraised opinionof themarketvalueof theproperty.

Thelendermustprovidetheappraisewwith all appropriatdinancingdataandsalesconcessions
for thesubjectpropertythatwill be,or havebeen grantedoy anyoneassociatedvith the
transactionln addition,thelendermustprovidetheappraisewith a copyof thecomplete,
ratified salescontractandall addenddor thepropertythatis to be appraisedthereforeensuring
thattheappraisehasbeengiventhe opportunityto considethefinancingandsalesconcessions
in thetransactiorandtheir effecton valuelf the lenderis awareof additionalpertinent
informationthatis notincludedin the salescontractthelendermustinform theappraise If the
salescontractis amendediuringthe processthelendermustprovidethe updateccontracto the
appraise

Information That Must Be Disclosed

Thetablebelowprovidesalist of requirednformationthatmustbedisclosedo appraisers.

v Requirement

settlementhages

loanfeesor chages

discountdo the salesprice

paymenif condoor PUD fees

interestratebuydowns

belowmarketratefinancing

creditsor refundsof borrowerexpenses

absorptiorof monthlypayments

assignmenof rentpayments

nonrealtyitemsincludedin thetransaction

anyenvironmentahazardnformationobtainedrom theborrowe, therealestate
broke, or anyotherpartyto thetransactiorso theappraisecanconsidemany
influencethe hazardmayhaveon thevalueandmarketabilityof thepropert.

Lenderamustdisclosesnvironmentahazardnformationthatis in or on thesubject
propery, or inthevicinity of thepropery.




PartB, OriginationThroughClosing DecembeR0, 201
Subpartd, UnderwritingProperty
Chapterl, AppraisalGuidelinesGeneralAppraisalRequirement:

Related Announcements

Thetablebelowprovidesreferenceso the Announcementthathavebeenissuedhatarerelated
to thistopic.

Announcements IssueDate
Announcemen®8i 30 Novemberl4, 2008

=) B4-1.1-03, Appraiser Selection (12/01/2010)

Introduction

Thistopic containggeneralinformationon appraiseselectionjncluding:
A Definition of theAppraiser

A LenderResponsibilitieRegardingAppraiserSelection

A AppraiserSelectiorCriteria

A Useof Third-PartyVendors

Definition of the Appraiser

FannieMae appraisateportformsdefinetheappraiseastheindividualwho personally:
A inspectedhepropertybeingappraised,

A inspectedheexteriorof thecomparables,

A performedheanalysisand

A preparedindsignedthe appraisateportastheappraise

This definitiondoesnot precludeappraiserérom relyingon individualsvho arenot state
licensedor statecertifiedto providesignificantprofessionaassistancesuchasanappraiser
traineeor anemployeeof theappraisedoingmarketdataresearclor dataverification,in the
developmenof theappraisal.


http://www.efanniemae.com/sf/guides/ssg/2008annlenltr.jsp
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Lender ResponsibilitiesRegarding Appraiser Selection

Thefollowing tabledetailsthelende & responsibilitiesegardinghe selectiorof appraisers:

v Lender Responsibilities

Lenderanustobtainanindependentlisintereste@xaminatiorandvaluationof the
propertythatsecures mortgagesoldto FannieMae.

Lenderamustbe awareof, andin full compliancewith, statelawsfor licensingand
certificationof realestateappraisers.

Lenderamustuseappraisersvho:

A arestatelicensedor statecertifiedin accordancevith the provisionsof Title X
of theFinanciallnstitutionsReform,RecoveryandEnforcemenfct of 1989;

A havetherequisiteknowledgerequiredto performa professionatjuality appraisal
for thespecificgeographidocationandparticularpropertytype;

A havetherequisiteknowledgeabout,andaccesso, thenecessargndappropriate
datasourcedor theareain whichtheappraisahssignmenis located.

Appraisersvho arenotfamiliar with specificrealestatemarketsmaynot have
adequaténformationavailableto performareliableappraisalAlthoughthe
Uniform Standardsf ProfessionalppraisalPractic USPAP) allowsanappraiser
who doesiothavetheappropriat&knowledgeandexperienceo accepianappraisal
assignmenby providingproceduresvith whichtheappraisecancompletethe
assignment-annieMaerequiresalenderto only useanappraisewho haghe
appropriat&knowledgeandexperienceanddoesnot allow the USPAP flexibility.
Consequenyl appraisersvho lacktherequisiteknowledge experienceandaccess
to appropriatelatamustnot be utilized.

Lenderamustselecttheappraise

Note: FannieMaedoesnot approveappraisersThereforewhenselecting
appraiserdenderamustnot give anyconsideratiorno anappraises
representatiothatheor sheis approvedr qualifiedby FannieMae.

Lenderamustselectappraisersvho arecurrentlyactivein appraisaivork.

Lenderamustorderandreceivethe appraisateportfor eachmortgageransaction.

Lenderamaynotuseappraisal®rderedor receivedy borrowersr otherparties
with aninterestin thetransactionsuchasthe propertyselleror realestateoroke.
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v Lender Responsibilities

Lenderanustensurghatappraiserprovideaccuratedescription®f condoandco-
op projectsandincludecharacteristicthatmayindicatethata projectis ineligible.

Lenderamustdocumenthattheappraiser# usesarelicensedor certifiedas
appropriatainderthe applicablestatelaw, eitherby:

A includingthelicenseor certificationnumbemwith the appraisess list of
qualificationgthatthelenderhason file, or

A retaininga copyof thelicenseor certificationin thefile thelendermaintaingor
theappraise

Appraiser SelectionCriteria

Lendersareresponsibldor thequalificationsandquality of work providedoy theappraisers
theyselectIf a lenderentergnto a contractwith anyvenda, contracte, or third-partyservice
provide, thelenderis accountabléor thequality of thework performedasif it wereperformed
by anemployeeof thelende. In additionto knowledgegxperienceaccesso theappropriate
datasourcesandgeographicatompetencehe quality of appraisalvork isakey criterionthat
thelendershouldusein selectinganappraise Beforeusinganappraised serviceslenders
shouldbesatisfiedthatthe appraisehasdemonstratethe ability to performhigh quality
appraisalsLendersshouldreviewthe appraise educatiorandexperiencesampleappraisals,
professionadffiliations, andreference$rom clientsandemployersTherequirementor an
appraiseto producea high qualitywork productmustalwaysoutweighfee or turnaroundime
considerationsSeeB4-1.1-01, Generalnformationon AppraisaRequirementdpr additional
informationconcerninghelende & responsibilitieselatedto evaluatinghe quality of the
appraiseds work.

Useof Third -Party Vendors

While FannieMaeallowslenderdo usethird-partyvendorssuchasappraisamanagement
companiegAMC), for appraisakervicesneitherthe AppraiserindependencBRequrements
nor FannieMaerequiregheiruse.If lenderschooseo rely on anAMC to reviewanappraise®
gualificationsor selectheindividualto performappraisalsiendersshouldestablishappropriate
procedureandqualificationsjncludingcompliancewith the previouslynotedrequirementso
ensurghatqualifiedindividualsareselected.

Thelenderdeliveringtheloanto FannieMaeis ultimatelyresponsibldor representatiorsnd
warrantiegelatedto thevalue,condition,andmarketabilityof thesubjectpropery. If a lender
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usegheservicenf anAMC, thelendermusthold the AMC responsibldéor complyingwith
FannieMae® requirementsncludingthoseof the AppraiserdndependencRequirementssif
thelenderhadselectedheappraise Imposingthis requiremenon theAMC doesnotrelievethe
lenderof its warrantiegelatedto theappraisabr thevalue,condition,andmarketabilityof the

propery.

Related Announcements

Thetablebelowprovidesreferenceso the Announcementthathavebeenissuedhatarerelated
to thistopic.

Announcements IssueDate
AnnouncemenSEL-2010 16 Decembet, 2010
Announcemen8EL-2010 09 June30, 2010

2=} B4-1.1-04, Use of Supervisory or Review Appraisers
(10/30/2009)

Introduction

Thistopic containgnformationon useof supervisoror reviewappraiserancluding:

A PropertyinspectiorMust Be Performedby thefi A p p r 8hosSSignstbe AppraisalReport
A SupervisoryAppraiser

A ReviewAppraisers

Property InspectionMust Be Performed by thei A p p r aWhse 8ignsthe Appraisal
Report

FannieMaeallowsanunlicensedr uncertifiedappraisewho works asnemployeeor
subcontractoof alicensedor certifiedappraiseto performa significantamountof theappraisal
(or theentireappraisalf heor sheis qualifiedto do so), asongastheappraisateportis signed
by alicensedor certifiedsupervisoryor reviewappraiseandis acceptableinderstatelaw. A
supervisoryappraiseor anyappraisesigningon theleft-handsideof theappraisateportasthe
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A Appr emmusthaveperformedhelevel of inspectiorof thesubjectpropertyrequiredby the
assignmentThis doesnot requirethe supervisoryappraiseto inspectthe subjectpropertyin all
instancesSeeB4-1.1-03, AppraiserSelectionfor theinformationaboutthe selectiorandthe
definitionof anappraise

Supervisory Appraiser

If a supervisoryappraisers usedthesupervisoryappraisemustcertify thatheor she:
A directlysuperviseshe appraisewho preparetheappraisateport,

A hasreviewedthe appraisateport,

A agreeswith the statementandconclusion®f theappraise

A agreedo bebound by somef thesamecertificationsthatthe appraisemade and

A takesfull responsibilityfor theappraisareport.

ReviewAppraisers

If an appraiseperformsareviewfunctionotherthanasa supervisoryappraise theappraiser
mustpreparea separateeviewreport,attachit to theappraisateportbeingreviewed and
provideawell-documentedeportthatdemonstratethe analysisandsupportghereviewe &
opinionsandconclusions.

If the reviewappraisedetermineshatthe valueopinionexpresseth theappraisateportis
unreasonablehereviewappraisemustdevelopandreporthis or herown opinionof value,as
of theeffectivedateof theoriginal appraisal.

Related Announcements

Thetablebelowprovidesreferenceso the Announcementthathavebeenissuedhatarerelated
to thistopic.

Announcements IssueDate
Announcemend®9i 19 June8, 2009
Announcemen®8i 30 Novemberl4, 2008
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¥-1B4-1.1-05, Field Reviews (04/01/2009)

Introduction

Thistopic containgnformationon fieldreviews,including

A Quality Assurancef AppraisalField Reviews

A FannieMae® Examinatiorof IndependenfppraisalField ReviewReports

A Refusalto AcceptAppraisalsFrom SpecificAppraisers

Quiality Assuranceof Appraisal Field Reviews

FannieMaerecommendghatlendersuseoneof thefollowing appraisafield reviewreport
formsfor theappraisatomponenof its quality controlreviews(seePartD, EnsuringQuality
Control(QC)), howeverlendersmayuseotherformstheyconsidemappropriate:

A For oneunit propertiesQne Unit ResidentiaAppraisalField ReviewReport(Form2000);

A For two- to four-unit propertiesTwo- to Four-Unit ResidentialppraisalField ReviewReport
(Form2000A).

Fannie Mae® Examination of IndependentAppraisal Field ReviewReports

FannieMae performsindependenappraisafield reviewreports Basedon thereview, Fannie
Mae mayreferunacceptablappraisateportsto stateappraiseticensingor regulatoryboardsor
investigatiorandactionconsidere@ppropriate.

In suchcasesFannieMae providesthe stateboardwith a copyof theappraisafield review
reportandtheoriginal appraisateport.

FannieMae objectivedn referringappraisateportsto stateappraiseticensingor regulatory
boardsare:

A to emphasizeontinuingefforts to maintainthe quality of appraisals,
A to protectFannieMaes interest,

A to improvethequality of mortgagesleliveredio FannieMaeby identifyingappraisersvho
haveperformedappraisal®f asuficiently poor qualityasto impairthe securityinterests,


http://www.efanniemae.com/sf/formsdocs/forms/2000.jsp
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A to helptheindustryenhancehe quality of appraisal®y identifyingandreferringindividual
appraisersvho appeato be unethicaland/orincompetento the stateappraiseticensingor
regulatoryboardgor review, and,

A to helpenforceprofessionastandards.

Note: FannieMae® decisionto makesuchreferralsdoesnot affectthelende &
responsibilityfor managinghe propertyvaluationandappraisateviewprocess.

Refusalto AcceptAppraisals From SpecificAppraisers

FannieMae mayrefuseto accepi@appraisalpreparedy specificappraiserspr FannieMaemay
notify alenderthatappraisalpreparedy agivenappraiseareno longeraccepted.

Whenalenderis notified thatappraisalérom specificappraisal@areno longeracceptedi-annie
Maeallowsthelendera certainamountof timeto clearits mortgagepipeline.After that,the
lenderis prohibitedfrom submittingmortgageso FannieMaesecuredy propertiegppraised
by thatindividual.
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SectionB4-1.2,Appraisal Document
Standards,Report, and Property Inspections

\MB4-1.2-01, Age of Appraisal or Age of Property Inspection
(07/26/2011)

Introduction

Thistopic containgnformationon theageof appraisahndthe ageof thepropertyinspection,
including:

A Ageof Appraisalor Ageof Propertyinspection
A Updatingthe Original AppraisalReportor Propertyinspection

A Completingan AppraisalUpdate

Age of Appraisal or Age of Property Inspection

Propertiesnustbeappraisear inspectedif thatis thelevel of propertyfieldwork recommended
for aloancasefileunderwritterthroughDU) within the 12 monthghatprecedehedateof the
noteandmortgage.

Wheneé Thené
appraisateportsaremorethanfour months  |appraisersnustperformanupdatewhich
old on thedateof thenoteandmortgage includes:

0 regardlessf whetherthe propertywas _ _
appraisedsproposedr existingconstruction,|A inspecttheexteriorof thepropertyand

A reviewcurrentmarketdatato determine
whetherthe propertyhasdeclinedin value
sincethedateof theoriginalappraisal.

apropertyinspectiorreportfor aloan appraisersnustpreparea newDesktop
casefileunderwritterwith DU is morethan UnderwriterPropertylnspectiorReport(Form
four monthsold on thedateof thenoteand 2075.

mortgage,
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Note: Theinspectiorandthe appraisalipdatemustoccurwithin thefour monthghat
precedehedateof thenoteandmortgage.

For informatiorregardingpropertyvaluationrepresentatioandwarrantyrequirementssee
B2-1.4-02,MortgagelLoanEligibility.

Updating the Original Appraisal Report or Property Inspection

Thefollowing tabledetailsrequirement$or determiningappraisalpdaterequirements:

I f é Thené

theappraiseindicateghe propertyvaluehas |thelendermustobtaina newappraisafor the
declined, propery.

theappraisemdicateghe propertyhasnot thelendershouldrequestheappraiseto
declinedin value, provideanupdateto theappraisalpbasedn the

appraiseds exteriorinspectionof theproperty
andknowledgeof currentmarketconditions.

Theinspectiorandthe appraisalpdatemust

occurwithin thefour monthghatprecedehe

dateof thenoteandmortgage.

Updatexanbereportedn thefollowing formats:

A AppraisalUpdateand/orCompletiorReport(Form1004D),
A Uniform ResidentiaAppraisalReport(Form1004), or
A'in aletter.

SeeB4-1.2-06, AppraisalFormsandReportExhibits,for moreinformation.

Completing an Appraisal Update

Theoriginal appraiseshouldcompletetheappraisalpdatehoweve, lendersmayusesubstitute
appraisers.

Whenupdatesarecompletediy substitut@ppraiserghe substituteappraisemustreviewthe
original appraisahndexpressanopinionaboutwhetherthe original appraised opinionof
marketvaluewasreasonablen thedateof theoriginal appraisateport.


http://www.efanniemae.com/sf/formsdocs/forms/1004d.jsp
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Thelendermustnotein thefile why theoriginal appraisewasnotused.

SeeB4-1.4-21, AppraisalReportReview:ValuationAnalysisandFinal Reconciliationfor
informationconcerningchangego theappraisedalue.

Related Announcements

Thetablebelowprovidesreferenceso the Announcementthathavebeenissuedhatarerelated
to thistopic.

Announcements IssueDate
Announcemen$EL-20111 06 July 26, 2011
AnnouncemenBSEL-2011i 03 March31, 21
AnnouncemenBEL-2010 09 June30, 2010

=) B4-1.2-02, Objective and Unbiased Appraisals (04/01/2009)

Introduction
Thistopic containgnformationon objectiveandunbiasedppraisalsincluding:
A Requirementfor AppraisersindLenders

A ReportingunfavorableConditions

Requirementsfor Appraisersand Lenders

FannieMaeexpectsall appraiserso observehefollowing requirementsConsequeny, lenders
must:

A ensurehatappraisersonsidenrall factorsthathavean effecton valueandthe developmenof
the opinionof marketvaluein theappraisaleportis objectiveandunbiased;

A ensurehatunsupporte@ssumptionsr interjectionf personabpinionsor perceptionabout
factor® whetherr notthefactorsaffectthe useandvalueof thepropertyd arenotused,;

A ensurehattheappraisehasnotbasedeitherpartiallyor completelytheanalysisand/or
opinionof marketvalueon therace,color, religion, sex,handicapfamilial statuspr national
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origin, of eitherthe prospectiveownersor occupant®f the propertybeingappraisear the
presenbwnersor occupantsf thepropertiesn thevicinity of thatpropery.

Reporting Unfavorable Conditions

Thelendermustensurghatappraisecommentsegardingunfavorablecondition® suchasthe
existencef anadversesnvironmentabr economidactod alsodiscushow theconditionaffects
thevalueand/ormarketabilityof thepropertybeingappraised@ndexplainhow theconditionwas
takeninto considerationn thevaluationprocessin suchcasestheappraised analysismust
reflectandincludecomparablesaleghataresimilarly affected, whenevepossible.

\MB4-1.2-03, Definition of Market Value (04/01/2009)

Introduction

Thistopic containgnformationon definitionof marketvalue.

Fannie Maeé Definition of Market Value

FannieMae® definition of marketvalueis intendedo ensureghatappraisalseflectanopinion of
marketvalueafteradjustment$or anyspecialor creativefinancingor salexoncessionkave
beenmad@® suchassellercontributionsjnterestratebuydowns, etc.

Lenderanustensureghatappraisersertify thatthe following definition of marketvaluewas
used:

Marketvalueis themostprobablepricethata propertyshouldbringin a
competitiveandopenmarketunderall conditionsrequisiteto a fair sale the buyer
andselle, eachactingprudenty, knowledgeablyandassuminghepriceis not
affectedby unduestimulus.

Implicit in this definitionis theconsummationf asaleasof aspecifieddateandthe passingf
title from sellerto buyerunderconditionswhereby:

A buyerandselleraretypically motivated;

A bothpartiesarewell informedor well advisedandeachactingin whathe or sheconsidersis
or herown besinterest;
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A areasonabléimeis allowedfor exposurén the openmarket;

A paymenis madein termsof cashin U.S. dollarsor intermsof financialarrangements
comparablehereto;and

A thepricerepresentthe normalconsideratiorior the propertysoldunéfectedby speciabr
creativefinancingor salesoncessiongrantedoy anyoneassociateavith thesale.

Adjustmentgo thecomparablesmustbe madefor specialbr creativefinancingor sales
concessiono adjustmentarenecessarjor thosecoststhatarenormallypaidby sellersas
aresultof traditionor lawin amarketareajthesecostsarereadilyidentifiablesincetheseller
paysthesecostsin virtually all salestransactionsSpecialor creativefinancingadjustmentgan
be madeto the comparablgropertyby comparisonso financingtermsofferedby athird-party
institutionallenderthatis notalreadyinvolvedin the propertyor transaction.

Any adjustmenshouldnot be calculatecbn adollarfor dollarcostof thefinancingor concession
butthedollaramountof anyadjustmenshouldapproximatehe markets reactionto the
financingor concessionBasecdn theappraised judgment.

This definition providesconsisteninterpretatiorfor theappraise Specificall, FannieMae
wantsto emphasiz¢hatthephrasesi é t h anststhatarenormallypaidby sellersasaresult
of traditionor lawin amarketareathesecostsarereadilyidentifiablesincethesellerpaysthese
costsin virtually all sales r a n s araefertd atl of thasellersin a specificmarketarea.

No distinctionis madebetweera specificgroup of sellershuilders,developersor individualsin
theresalemarke® theyall areconsideredo beindividualsellersin themarket.

\MB4-1.2-04, Requirements for Postponed Improvements
(07/26/2011)

Introduction

Thistopic containgnformationon postponednprovementsincluding:
A Overview

A Postponedmprovementsor Newor Proposeconstruction

A Requirementgor ExistingConstruction

A Requirementfor theEnegy Improvementeatureon ExistingConstruction
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Overview

Generaly, improvementsor thesubjectpropertymustbe completevhenthe mortgagas
deliveredtio FannieMae.Howeve, in somecircumstances;annieMaedoesallow aloanto be
deliveredprior to improvement®eingcompleted.

Postponedmprovementsfor New or ProposedConstruction

Whenthe propertysecuringhe mortgages newor proposedonstructiontheappraisamaybe
basedn eithemplansandspecification®r anexistingmodelhome.Thetablebelowdescribes
requirementselatedto propertieghatarenewor proposeaonstructiorthatarenotcomplete
whenthemortgages deliveredio FannieMae.

Requirementsfor New or ProposedConstruction

Mortgagesmay be deliveredbeforepostponedtemsare completeif the lenderrepresentand
warrantsthatthe postponedmprovementsvill be completewithin 180 day=of thedateof the
mortgagenote.Acceptablgpostponedtemsincludeitemsthat:

A arepartof thesalescontract(third-partycontractsarenot permissible);

A arepostponedor avalid reasonsuchasinclementweatheror ashortageof building
materialsand

A do notaffecttheability to obtainanoccupancyermit.

A certificationof completiormustbe obtainedo verify thework wascompletecandmust:
A becompletedby theappraise,

A statethattheimprovementsverecompletedn accordanceith therequirementsnd
conditionsin the original appraisaleport,and

A beaccompanietdy photographsf thecompletedmprovements.

Thecostof completingmprovementsnustnotrepresenimorethan10% of thefi acso mp | e
appraisedralueof thepropert.

Lenderamustestablishta completionescrowfor thepostponedmprovementshy withholding
from the purchaseroceed$unds equato 120% of theestimateatostfor completinghe
improvementsHoweve, if thecontractoror builderoffersa guaranteedixed-pricecontractfor
completionof theimprovementsthefundsin thecompletionescrowonly needto equalthefull
amountof thecontractprice.
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Requirementsfor New or ProposedConstruction

Lendersandborroweramustexecuteanescrowagreementhatstateshow theescrowaccount
will bemanage@dndhow funds frontheescrowaccountwill bedisbursed.

Themortgagansurancendtitle insurancanaynot beadverselaffectedduringor afterthetime
thecompletionescrowis in effect.

Oncea certificateof completions obtainedthelendermustreleasehefinal drawfrom the
escrowaccountwhich shouldincludeanyfunds inexcesof theamounieededo payfor
completionof thepostponedtems.

Lenderamustobtaina final title report,which mustnot show anyoutstandingnechanié
liens,takeanyexceptiongo the postponedmprovementsor takeany exceptiondo the escrow
agreementif the final title reportis issuedbeforethe completionof theimprovementslenders
mustobtainanendorsemerto thetitle policy thatensureshe priority of FannieMaes lien.

Requirementsfor Existing Construction

Lenderanustreviewtheappraisato ensurghatthe propertydoesnot haveminor conditionsor
deferredmaintenancéemsthataffectthe safey, soundnessr structuraintegrity of thesubject
propert. SeeB4-1.4-15, AppraisalReportReview:PropertyConditionandQuality of
Constructionfor informationconcerningpropertyconditionandquality of constructiomratings.

Thetablesbelowproviderequirementselatedto existingpropertieshathavephysical
deficienciesminor conditionsor deferrednaintenancéemsthatmayor maynot affectthe
safey, soundnesgr structuralntegrity of thepropert.

Requirementsfor Existing Construction When Thereare Minor
Conditions or Deferred Maintenanceltems that Do Not Affect
the Safety, Soundnessor Structural Integrity of the Property

If the appraisereportsthe existencef minorconditionsor deferrednaintenancéemsthatdo
not affectthe safey, soundnessr structuraintegrity of thepropert, theappraisemay
completetheappraisah ai ssandthesatemsmustbereflectedin the appraised opinionof
value.Minor conditionsanddeferredmaintenancéemsinclude,butarenotlimited to, worn
floor finishesor carpetminor plumbingleaks,holesin windowscreensor crackedvindow
glassandaretypically dueto normalwearandtea. Thelenderis notrequiredto ensurehatthe
borrowerhashadthis work completegrior to deliveryof theloanto FannieMae.

If thereareminor conditionsor deferrednaintenancéemsto beremediedr completeafter
closing,thelendermayescrowfor thesdtemsattheirown discretiorandstill delivertheloanto
FannieMaeprior to thereleasef theescrowaslong asthelendercanensurdhatthesatemsdo
not affectthe safey, soundnessr structuraintegrity of theproperty.
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Requirementsfor Existing Construction When Thereare Incompleteltems or
Conditions that Do Affect the Safety, Soundnessor Structural Integrity of the Property

Whenthereareincompletatemsor conditionghatdo dfectthesafet, soundnessr structural
integrity of thepropert, the propertymustbeappraisedubjectto completionof the specific
alterationor repairsThesdatemscanincludea partially completedadditionor renovation,

or physicaldeficiencieghatcouldaffectthe safey, soundnessyr structuraintegrity of the
improvementsincludingbut not limited to, cracksor settlemenin thefoundationwater
seepageqctiveroof leakscurledor cuppedoof shinglespr inadequatelectricalserviceor
plumbingfixtures.In suchcasesthelendermustobtaina certificateof completionfrom the
appraisebeforethemortgages deliveredto FannieMae. Althoughthe original appraiseshould
completeanyrequiredcertificationof completionthelendermayusea substituteappraise

SeeB4-1.2-01, Age of Appraisalor Ageof Propertyinspectionfor certificationscompletedy
substituteappraisers.

Thecertificationdoesnot needto includephotographsf the propertyunlesshosethat
accompaniethe original appraisateportareno longerepresentativef thecompletedproperty.

Requirementsfor the Energy ImprovementFeature on Existing Construction

Thetablebelowprovidesthe postponedmprovementequirement$or aloanwith enegy
improvementeaturesSeeB5-3.3-01, Mortgagel. oanswith Enegy Improvementeature®n
ExistingPropertiesfor otherrequirementselatedto loanswith enegy improvementeatures.

Mortgagesnaybedeliveredbeforetheeneagy improvementarecompletaf thelender
representandwarrantghatthe postponedmprovementsvill becompletewithin 180 day<f
thedateof themortgagenote.Acceptablgostponedtemsincludeitemsthatwill notrequirean
occupancyermit.

A certificationof completiormustbe obtainedo verify thework wascompletecandmust:
A becompletedby theappraise,

A statethattheimprovementsverecompletedn accordancevith therequirementsnd
conditionsin theoriginal appraisateport,and

A beaccompanietly photographsf thecompletedmprovements.

Thecostof theimprovementsnustnotrepresenimorethan10% of thefi acso mp | et e d
appraisedalueof thepropery.

Lenderamustestablisha completionescrowfor thepostponeeneagy improvementdy
withholdingfunds equato 120% of theestimatectostfor completingheimprovements.
Howevae;, if the contractooffersa guaranteefixed-pricecontractfor completionof the
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improvementsthe funds inthe completionescrowonly needto equalthe full amountof the
contractprice.

Lendersandborroweramustexecuteanescrowagreementhatstateshow theescrowaccount
will bemanage@ndhow funds frontheescrowaccountwill bedisbursed.

Themortgagansurancendtitle insurancanaynot beadverselyaffectedduringor afterthe
time thecompletionescrows in effect.

Oncea certificateof completions obtainedthelendermustreleasehefinal drawfrom the
escrowaccountwhich shouldincludeanyfunds inexcesof theamountieededo payfor
completionof thepostponedtems.Any funds remainingn theescrowaccountafterthework
is completednustbeappliedto reducetheunpaidprincipalbalanceof themortgagdoan.The
valueof sweatequityandDo It Yourselfimprovementgarenotreimbursable.

Lenderamustobtainafinal title report,which mustnotshow anyoutstandingnechanié
liens,takeany exceptiongo the postponedmprovementsor takeany exceptiongo the escrow
agreementlf the final title reportis issuedbeforethe completionof theimprovementslenders
mustobtainanendorsemerntb thetitle policy thatensureshe priority of FannieMae lien.

Related Announcements

Thetablebelowprovidesreferenceso the Announcementthathavebeenissuedhatarerelated
to thistopic.

Announcements IssueDate
AnnouncemenBEL-2011i 06 July 26, 201
AnnouncemenSEL-2010 15 Decembed, 2010
Announcemen®8i 30 Novemberl4, 2008

2=} B4-1.2-05, Requirements for the Appraisal Report
(10/25/2011)

Introduction

Thistopic containgnformationon requirementtr theappraisaleport,including:
A LenderResponsibilitieRelatedo the AppraisalReport

A Uniform AppraisalDatase{UAD)

A Uniform CollateralDataPortal
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Lender ResponsibilitiesRelatedto the Appraisal Report

Thetablebelowprovideslenderresponsibilitieselatedto theappraisateport.

v

Requirement

Lendersareresponsibldor:
A theaccuracyof theinformation,
A theintegrity of thedocumentsand

A ensuringhattheappraisals completeandpreparedn accordancevith Fannie
Maeappraisabuidelines.

Lenderanmustensureghatappraisateportsarecompletecbn FannieMae® forms
(seeB4-1.2-06, AppraisalFormsandReportExhibits).

Lendersmustensurethatthe appraisareportreflectsa thoroughinvestigationand
analysisof the marketvalueandprovidesthe rationalefor the appraise& opinion
of themarketvalue.

Lenderamustupgradeo aninteriorandexteriorappraisalnspectionf anexterior
only inspectiordoesnot providesuficient informationaboutthe propertyto
performtheinspection.

For exampleif thefollowing conditionsexist,theappraisamustbeupgraded:
A theappraisecannotadequatelyiew the propertyfrom thestreet,
A apparentadversehysicaldeficiencieor environmentatonditionsareobserved,

A theappraiseneedsadditionalinformationaboutthe physicalconditionsof the
propery.

SeeB4-1.2-06, AppraisalFormsandReportExhibits,for informationconcerning
theexhibitsthatarerequiredfor aninteriorandexteriorappraisal.

Lenderamustretrieveandreproduceeompleteandclearcopiesof appraisateports
atanytimein responsé¢o arequesfrom FannieMae.

Lenderamustensureall applicableappraisalfiavebeencompletedn compliance
with AppendiD: Field-SpecificStandadizationRequrementgAppendixD) of
the FannieMaeand FreddieMac Uniform AppraisalDatasetSpecification(UAD
Specification).
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v Requirement

Lenderamustensureall applicableappraisaleportshavebeensubmittedo the
Uniform CollateralDataPortal(UCDP)andreceiveafi S u ¢ ¢ estatadfromthe
UCDP prior to thedeliverydateof theloan.Whensubmittinganappraisateport
to the UCDP, lenderamustensurehatit is theunalteredeportsubmittedoy the
identifiedappraise

Uniform Appraisal Dataset(UAD)

TheUAD standardizeappraisatlataclementdor asubsebf fieldson specificappraisateport
formsandincludesall dataelementsequiredto completeheseforms.FannieMaerequires
thatthefollowing appraisateportformsarecompleteditilizing AppendixD of theUAD
Specificationwhenreportingtheresultsof anappraisafor aconventionamortgagdoan:

A Uniform ResidentiaAppraisalReport(FannieMae Form1009),
A Individual Condominiununit AppraisalReport(FannieMae Form 1073,

A Exterior-Only Inspectionindividual Condominiunnit AppraisalReport(FannieMae Form
1075, and

A Exterior-Only InspectiorResidentiaAppraisalReport(FannieMae Form 2055.

Otherappraisateportformsmaybe completedusingthe standardsontainedn the UAD
Specificatiornto the extentthosestandardgareapplicableto thatparticularfform. Lenderamay
obtainthe mostrecentversionof AppendixD of theUAD Specificatioron eFannieMae.com.

Uniform Collateral Data Portal

TheUCDPIs aportalthroughwhichlendersarerequiredto electronicallysubmitappraisal
reportsfor conventionamortgagdoansdeliveredto FannieMae. Thefollowing appraisaforms
includingall exhibits,addenddincludingthe MarketConditionsAddendunto the Appraisal
Report(Form1004MQ), andphotographsnustbe submittedo the UCDPandreceivea

A S u c c eswmtasdromthéeUCDPprior to thedeliverydateof theloan:

A Uniform ResidentiaAppraisalReport(FannieMae Form1004),
A ManufactwuedHomeAppraisalReport(FannieMae Form1004Q
A SmallResidentialncomePropertyAppraisalReport(FannieMae Form 1025,

A Individual CondominiunUnit AppraisalReport(FannieMae Form1073),


http://www.efanniemae.com/sf/formsdocs/forms/1004.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1073.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1075.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1075.jsp
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http://www.efanniemae.com/sf/lqi/umdp/uad/index.jsp
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A Exterior-Only Inspectiorindividual CondominiunUnit AppraisalReport(FannieMae Form
1079,

A Exterior-Only InspectiorResidentialAppraisalReport(FannieMae Form 2055,
A Individual CooperativenterestAppraisalReport(FannieMae Form 2090, and

A Exterior-Only Inspectiorindividual CooperativdnterestAppraisalReport(FannieMae Form
2095.

Appraisalreportformsnotlistedabovemustnot bedeliveredthroughUCDP. (Lenderamust
maintainthe applicableappraisateportandattachments the mortgagdoanfile in accordance
with E-2-07, PostClosingMortgagelL.oanFile Documentation.).endersmayobtaindetailed
informationon theUCDP pageon eFannieMae.com.

Related Announcements

Thetablebelowprovidesreferenceso the Announcementthathavebeenissuedhatarerelated
to thistopic.

Announcements IssueDate
AnnouncemenBEL-20117 11 October25, 21
AnnouncemenBEL-2011i 06 July 26, 2011

\MB4-1.2-O6, Appraisal Forms and Report Exhibits
(09/27/2011)

Introduction

Thistopic containgnformationon appraisalormsandreportexhibits,including:
List of AppraisalForms

ManuallyUnderwrittenLoans

Exhibitsfor Appraisalswith InteriorandExteriorPropertyinspections

Exhibitsfor Appraisalswith ExteriorOnly Propertylnspections

o o Do Io Do

DesktopUnderwriterPropertylnspectionrReport(Form2075)
A DesktopUnderwriterAppraisalsBasedon ExteriorOnly Propertyinspections

Printed copiesmay not bethe most cumrentversion. For the most current version,go to theonline version at
http://ww w.efanniemae.com/sf/guides/ssi 521
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List of Appraisal Forms

Appraiseranustusethe mostrecentversionof theappraisaformsandincludeany otherdata
eitherasanattachmenbr addendunto the appraisateportformd neededo adequatelypupport
theopinionof marketvalue.

Thefollowing tablelists FannieMae® appraisaforms (seeSingle Family Formsfor acomplete

list):

Form

Purpose

Uniform Residential
AppraisalReport(Form
10049

For appraisalsf oneunit propertiesandunitsin PUDs (includinghose
thathaveanillegal secondunit or accessorgpartmentpasedn interior
andexteriorpropertyinspectionsForm 1004alsomaybeusedfor two-
unit propertiesif eachof theunitsis occupiedoy oneof theco-borrowers
ashis or herprincipalresidencer if thevalueof thelegalsecondunit

is relativelyinsignificantin relationto thetotal valueof theproperty(as
mightbethe casefor abasementinit or aunit overagarage)ln addition,
appraisalgor unitsin condoprojectsthatconsistsolelyof detached
dwellingsmaybedocumentedn Form1004 if theappraisemcludesan
adequatelescriptiorof theprojectandinformationabouttheh o me o w
associatiorieesandthe quality of the projectmaintenanceAppraisals
reportedon Form1004 musbecompletedn accordanc&ith the UAD
Specification

Exterior-Only Inspectior
Residential Appraisal

For appraisalsf oneunit propertiesandunitsin PUDs basedn exteriof
only propertyinspectionsAppraisalgeportedon Form2055 musbe

Report(Form completedn accordancevith the UAD Specification

2055

ManufactuedHome For appraisalsef oneunit manufacturedhomes(including manufactured
AppraisalReport(Form (homesin a PUD, condopr co-op project)basedon interiorandexterior
10040 propertyinspections.

Individual For appraisalsf oneunit propertiesn condoprojectsbasecdn interior
CondominiumJnit andexteriorpropertyinspectionsAppraisalgeportedon Form1073 must
AppraisalReport(Form [becompletedn accordancevith the UAD Specification.

1073

Exterior-Only Inspectiof
Individual
CondominiunJnit
AppraisalReport(Form

1075

Forappraisal®f oneunit propertiesn condoprojectsbasedn exteriof
only propertyinspectionsAppraisalseportedon Form1075 musbe
completedn accordancevith the UAD Specification

Printed copiesmay not bethe most cumrentversion. For the most current version,go to theonline version at

http://ww w.efanniemae.com/sf/guides/ssi
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Form

Purpose

Individual Cooperative
InterestAppraisal
Report(Form2090

For appraisalsf oneunit propertiesn co-op projectsbasecdn interiorand
exteriorpropertyinspections

Exterior-Only Inspectiof
Individual Cooperative
Interest Appraisal

For appraisalsf oneunit propertiesn co-op projectsbasecbn exterior
only propertyinspections.

Report(Form

2095

SmallResidential For appraisalsf two- to four-unit propertieqincludingtwo- to four-unit
IncomeProperty propertiesn PUD, condopr co-op projects)basedn interiorandexterior
AppraisalReport(Form |propertyinspections.

1029

AppraisalUpdateand/ |For appraisalipdatesand/orcompletionreportsfor all one to four-unit

or CompletiorReport |appraisateports.

(Form1004D

MarketConditions Requiredor all mortgagdoansdeliveredto FannieMaewith appraisal®f
Addendunto the one to four-unit propertiesForm 1004MCis intendedo providethe lende
AppraisalReport(Form |with a clearandaccuratainderstandingf themarkettrendsand condition
1004MQ prevalenin the subjectneighborhoodTheform providesthe appraisewith

astructuredormatto reportthe dataandto moreeasily identifycurrent
markettrendsandconditions.Thereareseverakhaded areas theformto
recognizehatall therequestedlatamaynotbe availablédrom thedata
sourcesisedby theappraiseandthereforehe informatiormaynotbe
provided.Thelack of completionof theseareass acceptablaslong asthe
appraiseprovidesanexplanatiorasto why these sectionsf theform are
notcompleteHowevae, if thedatais available the appraisemustinclude
thedatain theanalysis.

Manually Underwritten

Loans

All manuallyunderwrittermortgagdoanssoldto FannieMaerequireanappraisabasedn
aninteriorandexteriorpropertyinspectiorandmustbe completedn theappropriatdorm
dependingpn thepropertytype,unlesgshe specificproductguidelinegpermitalessthanfull

appraisal.

Printed copiesmay not bethe most cumrentversion. For the most current version,go to theonline version at

http://ww w.efanniemae.com/sf/guides/ssi
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Exhibits for Appraisalswith Interior and Exterior Property Inspections

Thefollowing exhibitsmustaccompanyppraisalsvith interiorandexteriorproperty
inspections:

A anexteriorbuilding sketchthatindicateshe dimensions.
If the floor planis atypicalor functionallyobsoletethuslimiting the marketappeafor the
propertyin comparisorio competitivepropertiesn theneighborhoodi-annieMaerequiresa
floor plansketch.

A calculationslemonstratingnow theestimatefor gross livingareais derived.
For aunitin acondoor coop project,the sketchof theunit mustindicateinterior perimeter
unit dimensionsatherthanexteriorbuilding dimensiongdimensionsandestimatesor gross

living areashown on thelatareacceptable).

A astreetmapthatshows thdocationof thesubjectpropertyandof all comparablethatthe
appraiseused.

A clea, descriptivepriginal photographshowingthe front, back,anda streetsceneof the
subjectpropertyandthefront of eachcomparablesale.

Thesubjectandall comparablesustbe appropriatelydentified.Photographsf comparable
rentalsandlistingsarenotrequired.

Acceptablephotographscludeclea, descriptivepriginalimagesrom photographer
electronidmagescopiesof photographf&rom a multiple listing service or copiesrom the
appraisesfiles.
A interior photographsywhich must,ata minimum,include:
T thekitchen;
i all bathrooms;
i mainliving area;
i examplef physicaldeteriorationif presentand

T example®f recentupdatessuchasrestorationfemodelingandrenovationijf present.
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A OperatingincomeStatemenfForm216) or asimilar cashflow andoperatingncome
statemend requiredfor investmenpropery, includingatwo- to four-unit propertyin which
theapplicantwill occupyoneunit asa principalresidence.

Note: Theform maybepreparedy theapplicantor theappraise

T Whentheapplicantprepares-orm216, theappraise® commenton thereasonablenesd
the projectedoperatingncomemustbeincludedon theform.

I Whentheappraiseprepares-orm216, thdendermustensurghattheappraisehas
operatingstatementsexpensetatementselatedto mortgagensurancegremiums,
h o0 me o wassediatio@ues|easeholgpaymentsor subordinatéinancingpaymentsand
anyotherpertinentinformationrelatedto the propery.

A SingleFamily ComparableRentSchedul¢Form1007), if the propertyis aoneunit investment
propertyandthe borroweris usingrentalincometo qualify. Otherwise Form1007 isnot
required(Thelendermayobtainthis form for the purposeof reportinggross monthly rerst
delively. SeeA3-4-02, DataQuality andintegrity.)

A anyotherdat&® asanattachmenor addendunto theappraisateportformd thatare
necessarto provideanadequatelgupportedpinionof marketvalue.

Exhibits for Appraisalswith Exterior -Only Property Inspections
Thefollowing exhibitis requiredfor appraisalsvith exterioronly propertyinspections:

Streetmapthatshows thdocationof boththe subjectpropertyandthe comparablesalesanda
photographhatshows thdront sceneof thesubjectpropery.

Note: Whenappraisalbasedn exterioronlyinspectionareusedin connectiorwith a
oneunitinvestmenpropert, Form1007mustaccompanyhe appraisalf theborroweris
usingrentalincometo qualify. Otherwise Form1007 isnotrequired.

DesktopUnderwriter PropertylnspectionReport(Form 2075

Form2075 isnotanappraisaleport.lt is a propertyinspectiorreportthatrequiresanexterior
only inspectiorof thesubjectpropery, completedoy astatelicensedor -certifiedappraise
whichincludescommentn:

A zoningregulations,
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A otherpropertiesn the neighborhood,
A highestandbestuseof thepropertyasimproved,
A anyapparenadversehysicaldeficienciesr environmentatonditions.
Lenderanustobtainanappraisabf thepropertyif the propertyinspectiorreveals:
A apparenadversehysicaldeficienciesr conditions,
A apparenadversesnvironmentatonditionsor
A thesubjectpropertydoesnot conformto the neighborhood.
Note: WhenDU recommend&orm 2075, lendergarenot responsibldor thetraditional

warrantiegegardingthe valuationof the propery. Howeve, lendersareresponsibldor
determininghe acceptabilityof Form2075 for aparticularpropery.

DesktopUnderwriter Appraisals Basedon Exterior-Only Property Inspections

WhenDU recommendanappraisalvith anexterioronlyinspectionJenderamustensurehat
appraisers:

A providedescription®f thephysicalcharacteristicsf thepropertybasedn reliabledata
sourcesor thepropertyandlocation,and

A usethesametypeof datasourcesisedfor comparablesales.

Note: Lendersarerequiredto obtainanappraisaivith aninteriorandexterior
inspectionif:

i thepropertydoesnotconformto theneighborhood,
i adversephysicaldeficiencier environmentatonditionsareobservedor

T datasourceslo notprovidesuficientinformationaboutthe propertyto performthe
appraisal.
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Related Announcements

Thetablebelowprovidesreferenceso the Announcementthathavebeenissuedhatarerelated
to thistopic.

Announcements IssueDate
AnnouncemenBEL-2011i 10 SeptembeR7, 2A1
Announcemen$EL-20111 06 July 26, 2011
Announcemen$EL-2010 09 June30, 2010
Announcemen®8i 30 Novemberl4, 2008

\HB4-1.2-O7, Certifications and Statements of Assumptions
and Limiting Conditions (04/01/2009)

Introduction

Thistopic containgnformationon certificationandstatementsf assumptionandlimiting
conditionsjncluding:

A Alterationsto AppraiserCertificationsandLimiting Conditions

A LenderResponsibilitiefAssociatedvith Additional Certifications

Alterations to Appraiser Certifications and Limiting Conditions

EachFannieMaeappraisalor propertyinspectionyeportformsincludesanappraise®
certification(and,if applicableasupervisoryappraised certification)anda statemenof
assumptionandlimiting conditions.

Thelendermustensurehatthe appraisedoesnot makechange®r deletiongo theappraise®
certifications.

Appraisersmaymakeadditionalcertificationson aseparat@ageor form.
Acceptableadditionalcertificationsmightinclude:
A thoserequiredby statdaw;
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A thoserelatedto the appraised continuingeducatioror membershipn anappraisal
organizationpr

A thoserelatedto the appraised compliancewith privacylawsandregulationsn the
developmentreporting,andstorageof anappraisahndtheinformationon whichit is based.

Appraisersnaynotaddlimiting conditions.

Lender ResponsibilitiesAssociatedwith Additional Certifications

Lendersareresponsibldor reviewinganyadditionalcertificationsmadeby appraiserto ensure
thattheydo notconflict with FannieMae policiesor standaraertificationson FannieMae
appraisaforms.

Theappraised certification#23 isanacknowledgmerty theappraisethatcertainpartiesto a
mortgagdinancetransactiorthatarenotthelender/clienand/orintendeduseroftenrely on the
appraisateport.This certificationclarifiesthatsuchotherpartiesincludethe borrowe, another
lenderattherequesbf theborrowe, themortgage®r its successorandassignsmortgage
insurersgovernmensponsoreénterprisesandothersecondarynarketparticipants.

FannieMaewill accepthefollowing additionalnoticeor statemenivhenappraiserfelievethe
lender/clienis theonly intendeduser:

A T hntendeduserof thisappraisateportis thelender/clientTheintendeduseis
to evaluatdahe propertythatis the subjectof thisappraisafor amortgagdinance
transactionsubjecto the statedscopeof work, purpos®f theappraisalreporting
requirementsf thisappraisateportform, anddefinition of marketvalue.No
additionalintendedusersareidentifiedby theappraise 0
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SectionB4-1.3,SpecialAppraisal
Considerations

\584-1.3-01, Special Appraisal Considerations for Properties
Affected by Environmental Hazards (04/01/2009)

Introduction

Thistopic containgnformationon speciabppraisatonsiderationfor propertiesffectedby
environmentahazardsincluding:

A DisclosureRegardinggEnvironmentaHazards
EnvironmentaHazardsEligible Properties
EnvironmentaHazardsineligible Properties

Well WaterandHazardou&Vaste

ST ST SR

OtherHazards

Disclosu e Regarding EnvironmentalHazards

If real estatebrokers propertysellers propertypurchasergyr anyotherpartiesto the mortgage
transactionnform thelenderthatanenvironmentahazardexistsin the propery, on thepropery,
or inthevicinity of thepropery, thenthelendermustdisclosetheinformationto theappraiser
andnotetheindividual mortgagdile accordingy.

FannieMaealsorequiredenderdo disclosesuchinformationto the borrowe, andto comply
with anystateor localenvironmentalawsregardingdisclosure.

EnvironmentalHazards: Eligible Properties

FannieMaepurchasesr securitizesnortgagdoanssecuredy propertiesffectedby
environmentahazardsf:
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A theeffect of thehazards measurabléhroughananalysisof comparablenarketdataasof the
effectivedateof theappraisaland

A theappraisereflectsin theappraisateportany adversesffect thatthe hazarchason thevalue
andmarketabilityof the subjectpropertyor indicateghatthe comparablenarketdatareveals
no buyemresistancéeo thehazard.

EnvironmentalHazards: Ineligible Properties

In raresituationsa particularenvironmentahazardmayhavea significanteffect on thevalueof
thesubjectpropery, althoughthe actualeffectis notmeasurablbéecaus¢hehazards so serious
or so recentlyliscoveredhatanappraisecannotarriveatareliableopinionof marketvalue
becausehereis no comparablenarketdata;suchassalescontractsalespr activelistings
availableto reflecttheeffectof thehazard.

In suchcasesthemortgagewill notbeeligible for deliveryto FannieMae.

Well Water and HazardousWaste

Whenthelenderhasreasorto believethatprivatewell waterthatis on or availableo a property
mightbe contaminate@stheresultof theproximity of thewell to hazardousvastesites,
thelendermustobtainawell certificationto determinevhetherthewatermeetscommunity
standards.

Other Hazards

Whenthe appraisehasknowledgeof anyhazardousondition(whetherit existsin or on the
subjectpropertyor on anysitewithin thevicinity of theproperty® suchasthepresencef
hazardousvastestoxic substancegsbestogontainingnaterialsureaformaldehydénsulation,
radongas,etcd theappraisemust:

A notethehazardousonditionin theappraisateport,

A commenbn anyinfluencethehazarchason thepropertys valueandmarketability(if it is
measurabléhroughananalysisof comparablenarketdataasof theeffectivedateof the
appraisal)and

A makeappropriateadjustmentn the overallanalysisof thepropertys value.
Note: FannieMae doesnot consideitheappraiseto beanexpertin thefield of
environmentahazardsThetypical residentiafeal estateappraisers neitherexpected
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nor requiredo beanexpertin this specializedield. Howeve, theappraisehasa
responsibilityto notein theappraisateportanyadverseonditionsthatwereobserved
duringtheinspectiorof the subjectpropertyor informationthathe or shebecameaware
of throughthenormalresearchnvolvedin performinganappraisal.

\MB4-1.3-02, Special Appraisal Considerations for Factory-
Built Housing (04/01/2009)

Introduction

Thistopic containgnformationon speciabppraisatonsiderationfor factory-built housing.

Overview

Factorybuilt housingincludesmanufacturethomesmodularhomesandothertypesof
prefabricatedhousing.

FannieMae purchasemortgagesecuredy factory-built housingthat:
A is designechsa onefamily dwelling,

A assumeshecharacteristicef site-built housing,

A is legally classifiedasrealpropery,

A is permanentlyffixed to afoundationsystenthatis appropriatéor thesoil conditionsof the
site,and

A is designedo meetlocal andstatecodes.

For appraisalequirementsoncerningnanufacturedhousingseeSectionB5-2.3, Manufactured
Housing.
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\584-1.3-03, Special Appraisal Considerations for Modular,
Prefabricated, Panelized, or Sectional Housing (04/01/2009)

Introduction

Thistopic containdnformationon speciabppraisatonsiderationfor modula, prefabricated,
panelizedpr sectionahousing,ncluding:

A AcceptabléviodularHomes
A AppraisalRequirementfor ModularHomes
A AcceptablePrefabricatedPanelizedor SectionaHousing

A AppraisalRequirementfor Prefabricated?anelizedor SectionaHousing

AcceptableModular Homes

FannieMae purchasefoanssecuredy modulathomesbuilt in accordancevith the Uniform
Building Codeadministeredy stateagenciesesponsibléor adoptingandadministering
building coderequirementsor thestatein whichthemodularhomeis installed.

FannieMae doesnot haveminimumrequirement$or width, size,roof pitch,or anyother
specificconstructiordetailfor modularhomesEachsuchhomemusthavesuficient square
footageandroomdimensiongo beacceptabl¢o typical purchaserf the subjectmarketarea.

Appraisal Requirementsfor Modular Homes

Theappraisemustbefamiliar with thefeatureghataffectthe quality of thehomeandmust
includethisinformationin theappraisalf necessaryo supporthis or heropinionof value.

Theappraisamustaddresdoththe marketabilityandcomparabilityof modularhomes.

Theappraisemustincludethe mostappropriatecomparablesaleso supportthe opinionof value
for thesubjectpropery.

Theproces®f selectingcomparablealedor factory-built housingis generallythe sameas
thatfor selectingcomparablesalesfor site-built housing Whenthe subjectpropertyis modula,
prefabricatedpanelizedpr sectionahousingFannieMaedoesnotrequirethatoneor moreof
thecomparablesalesbethe sametypeof factory-built housingalthoughusingcomparableales
of similartypesof homesgenerallyenhanceshereliability of theappraise& opinionof value.
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AcceptablePrefabricated, Panelized,or SectionalHousing

FannieMae purchasetoanssecuredy prefabricatedyanelizedpr sectionahousing.These
propertieslo nothaveto satisfyHUD& FederaManufacturedHomeConstructiorandSafety
Standardsr theUniform Building Codeghatareadoptecandadministeredby thestatein which
thehomeis installed.

FannieMae doesnot haveminimumrequirement$or width, size,roof pitch,or anyother
specificconstructiordetailfor prefabricatedpanelizedpr sectionahousing Eachsuchhome
musthavesuficient squardootageandroomdimensiongo beacceptablé¢o typical purchasers
in thesubjectmarketarea.

Appraisal Requirementsfor Prefabricated,Panelized,or SectionalHousing

Theappraisemustbefamiliar with thefeatureghataffectthe quality of thehomeandmust
includethisinformationin theappraisalf necessaryo supporthis or heropinionof value.

Theappraisamustaddresdoththe marketabilityandcomparabilityof prefabricatedpanelized,
or sectionahomes.

Theappraisemustincludethe mostappropriate&eomparablealeso supportthe opinionof value
for thesubjectpropery.

Theproces®f selectingcomparablealedor factory-built housingis generallythe sameas
thatfor selectingcomparablealedfor site-built housing Whenthe subjectpropertyis modula,
prefabricatedpanelizedpr sectionahousingFannieMaedoesnotrequirethatoneor moreof
thecomparablesalesbethe sametypeof factory-built housing althoughusingcomparableales
of similartypesof homesgenerallyenhancethereliability of theappraised opinionof value.

\584-1.3-04, Special Appraisal Considerations for Mixed-Use
Properties (04/01/2009)

Introduction

Thistopic containgnformationon speciahppraisatonsiderationfor mixeduseproperties,
including:

A FannieMaeAcceptancef Mixed-UseProperties
A AppraisalRequirementfor Mixed-UseProperties
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Fannie Mae Acceptanceof Mixed-UseProperties

FannieMaepurchasesr securitizesnortgagdoanssecuredy propertiegshathaveabusiness
usein additionto theirresidentialseprovidedspecialkeligibility criteriaaremet.Examples
include,butarenotlimited to, propertieswvith spacesetasidefor daycarefacilities, beautyor
barbershops, doctds offices,andsmallneighborhoodjroceriesor specialtystores.

Lenderanustmakesurethatthe mixed-usecriteriaareconsiderecndadequatelyaddresseah
theassessmerlf thepropery.

For eligibility criteria,seeB2-3-01, Occupancyfype Requirements.

Appraisal Requirementsfor Mixed-UseProperties

Thetablebelowdescribe¢enderrequirementgertainingto appraisal$or mixed-useproperties.

v Lendersmust ensuet h a 't é

Appraisergprovideanadequatelescriptiorof themixed-usecharacteristicsf the
subjectpropery.

Themixeduseof thepropertyrepresentalegal,permissibleuseof theproperty
underthelocal zoningrequirements.

Themarketvalueof thepropertyis primarily afunctionof its residential
characteristicgatherthanof thebusinessiseor anyspeciabusinesaise
modificationsthatweremade.

=] B4-1.3-05, Special Appraisal Considerations for Properties
in Special Assessment Districts (04/01/2009)

Introduction

Thistopic containdnformationon specialappraisatonsiderationfor propertiesn special
assessmeidlistricts,including:

A LenderAppraisalResponsibiliieRelatedto SpecialAssessmenir CommunityFacilities
Districts

A EvaluatingPropertiesn SpecialAssessmerar CommunityFacilitiesDistricts
A LenderRequirement®ertainingo CommunityFacilitiesDistricts
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Lender Appraisal ResponsibilitiesRelatedto SpecialAssessmendr Community Facilities
Districts

A communityfacilities districtis adistrictin which a specialtaxis createdo fund awide variety
of publicimprovementsaswell asthe ongoingoperatiorandmaintenanceostsof alimited
numberof publicservices.

Lenderamust:

A know whether propertyis locatedin a specialassessmeulistrictor acommunityfacilities
districtandtheeffect this hason themarketabilityof thesubjectproperty,

A beawareof theeffectthatassessmentsviedby thedistrictcouldhaveon propertyalues,
and

A ensurehatappraiserglive specialconsideratiorto the valuationof propertiedocatedin these
districts.

Evaluating Propertiesin SpecialAssessmenbr Community Facilities Districts

Thetablebelowprovidesconditionalconsiderationsrhenevaluatingoropertiesn special
assessmeior communityfacilities districts.

I f é Thené

the propertybeingappraiseds locatedin a lenderamustrequireappraiserso reporton any
specialassessmenlistrict, specialassessmentbataffectthe propert.

If the specialassessmeilistrictis lenderamustensureghatappraisers:
experiencindginancialdifficulty andthat o _ _

difficulty hasaneffecton thevalueor A reflectthedifficulty in theanalysis,

marketabilityof the subjectpropery,
¥ Jecipropery A notethedifficulty andimpactin the

appraisateport,

A reflectmarketreactionto the potential
liabilities thatmayarisewithin afinancially
troubledspecialassessmeirlistricts,

A considetthefollowing within thedistrict:

T currentandexpiredlistingsof properties
for sale,
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Then é

i pendingcontractsalesand

T recenfclosedsales.

If financial difficulty of aspecialassessment
districtis so severghatits actualeffecton the
valueandmarketabilityof a propertyis not
measurabléecaus¢hereareno comparable
marketdataavailableto enablethe appraiseto
arriveatareliableopinionof marketvalue

themortgagesecuredy suchpropertywill not
beeligible for deliveryto FannieMaeuntil an
activemarketdevelopsnablingtheappraiser
to demonstratéhe valueandmarketabilityof
thesubjectproperty.

Lender RequirementsPertaining to Community Facilities Districts

Thetablebelowlists lenderrequirementpertainingto communityfacilities districts.

v

Requirement

Lenderoriginatingmortgagesn communityfacilities districtsmustdiscloseto the
appraiseanyinformationthatit becomeswareof regardingspecialassessments
agivenpropery.

Lendermustcautionappraiseraboutthe needto be awareof whetherthe subject
propertyandthe comparablesalesare locatedwithin or dfectedby acommunity
facilities district.

Note: Propertiesubjectto anassessmefity oneof thesedistrictsoften
competeagainsipropertieghatareeithersubjecto a significantlydifferent
specialassessmeiarr tono assessmeatall.

Lendermustensurehatappraisers:

A considetthe reactionof themarket,if any, to theassessmetfior theapplicable
communityfacilities district by analyzingsimilarly affectedcomparablesales;
and

A notetheeffectof theassessmeim theappraisateport.
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\584-1.3—06, Special Appraisal Considerations for Properties
Subject to Leasehold Interests (04/01/2009)

Introduction

Thistopic containgnformationon speciabppraisatonsiderationor propertiesubjecto
leaseholdnterests.

Appraisal RequirementsPertaining to Leaseholdinterests

Thetablebelowlists appraiserequirements$or leaseholdnterestproperties.

v

Requirements

Appraisergnustdevelopathorough clea, anddetailednarrativethatidentifiesthe
terms restrictionsandconditionsregardingeaseagreementer ground leases:

Appraisergnustincludethisinformationasanaddendunto theappraisateport.

Appraisersanustdiscusgheeffect, if any, theleaseagreemenor ground leasbas
on thevalueandmarketabilityof thesubjectpropery.

Theappraised® salescomparisorapproacho valuemustusecomparablgroperty
saleghathavesimilarleaseholdnterests.

Whentherearesuficient numberf closedcomparablgropertysaleswith similar
leaseholdnterestsavailable theappraiseshould:

A usethepropertysalesn theanalysisof marketvalueof theleaseholdstatefor
the subjectpropert, and

A reportthepropertysalesin thefi s adorepsarisora n a | grid an shéapplicable
appraisateportform.

If comparablesaleswith the samdeaseermsandrestrictionsarenotavailable,
appraisersnayusesalesof similarpropertieswith differentleasetermsor, if
necessaf, salesof similarpropertiegshatwereappraise@dsfeesimpleestates.

Appraisersgnustexplainwhy theuseof thesesaless appropriateandmake
appropriateadjustmentsn thefi s adorepsrisora n a | grid to refl@ctthe
marketreactionto the differentleasetermsor propertyrightsappraised.
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\584-1.3-07, Special Appraisal Considerations for Units in
Co-op Projects (04/01/2009)

Introduction

Thistopic containgnformationon speciabppraisatonsiderationfor unitsin co-op projects,
including:

A Co-opCorporation
A Co-oplnterest
A Determiningthe Valueof theCo-op Interest

A AppraisalRequirementgor Co-op ShareLoans

Co-op Corporation

A co-op corporatiorholdstitle to a co-op projectandgrantsoccupancyightsto particular
apartmentsr unitsto shareholderthroughproprietarylease®r similararrangements.

Co-op Interest

Theco-opinterestis the co-op sharesor otherevidenceof anownershipnterestin the co-op
corporationandthe accompanyingccupancyights; excludingthe co-op interesé pro rata
shareof thedebtserviceof theblanketmortgage.

In otherwords, theco-opinterestis theequityportionthatis overandabovethe pro ratashareof
theblanketmortgage(s).

Determining the Value of the Co-op Interest

Appraisersnustdevelopanopinionof themarketvalueof theco-opinterestwhenevaluating
co-opunits.

To determinghevalueof theco-op interestappraisersnustconsiderandreport,amongother
things,theinformationlistedbelow:

A thenumberof sharesttributableto the unit;
A thenumberof sharesssuedandoutstandingor theco-op corporation;
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A thenameof thelienholde, thelien position,andtheamountandrepaymentermsof all
projectblanketfinancing;

A thepro ratashareof theblanketmortgagegpaymentghatareattributableto theunit, as
determinedy dividingthe numberof sharesttributableto the unit by thetotal numberof
projectshares;

A thepro ratashareof eachlien thatis attributableto the unit;
A anytax abatementer exemptionshatareattributableto the unit;

A theremainingtermfor anytax abatementsr exemptionsndprovisionsfor escalatiorof real
estateaaxes,whichis thedollaramountby whichthetaxeswill increaseandtheyearin which
theincreasewill occur;

A anymonthlymaintenancéees,including:
T utility chages,if theyarepartof thesefees;
T monthlyspecialassessments;
T groundrent;
i otherfeesfor theuseof thefacilitiesthatareattributableto the unit; and
T thefeetype,amountandterm(if applicable)f thoseotherfees.

Thisinformationcanbe developedhroughRequestor CooperativeProjectinformation(Form
1074, if themanagemerdgentco-op board,or projectsponsor/developersesheform to
respondo lenderor appraisemquiriesfor projectinformation.

WhenForm 1074 isused appraisersnayeithertranscribeheappropriatenformationto the
applicableappraisateportor attachtheform to thereportasanaddendum.

Appraisal Requirementsfor Co-op ShaelLoans

Thetablebelowprovidesrequirementgenderamustfulfill upon reviewof appraisal$or co-op
shardoans.

v Lendersmust ensuethat appraisersmeetthe following requirements:

Appraisersnustusereliablesourceso obtaindataon theco-op project,the
individual subjectunit, andthe comparablg@roperties.
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v Lenders must ensuethat appraisersmeetthe following requirements:

Appraisergnustindicatethe nameof eachsourcen theappraisateportor inan
addendunto theappraisateport.

Appraisergnustaddresgactorsthatcouldresultin anincreaseo the monthlydebt
servicefor thesubjectunit.

For comparisopurposesappraisershouldindicatein thefi s adorspsrison
a n a | gdpstnsenyrid thedollaramountof themonthlyassessmenter eachof
thecomparablesales.

Appraisersnustreportthevalueof theco-opinterestexcludingits pro ratashare
of theblanketmortgage(s).

Note: Thisvaluereflectsthemarketvaluefor theco-opinterestof theunit.

For examplewhentheindicatedvalueof theunit encumberedy theblanket
mortgage(sis $100,000 andts pro ratashareof theblanketmortgage(sis
$25,000, theralueestimatehatthe appraiseshouldreportfor theco-op interestof
theunitis $75,000.

Appraisergnustcertify in theappraisateportthatthe pro ratashareof theblanket
mortgage(spn therealestatenasnot beenincludedin theopinionof themarket
valueof theco-opinterest.

Appraiseramustcommenbn theacceptancef housingco-opsin the market
area.Thedegreeof acceptancgenerallyis reflectedin the availability of similar
comparablesalesdatafor co-op units.

If thereis limited marketacceptancef theco-op form of ownershipor if co-op
formsof ownershiparerelativelynewin themarketarea appraisersnustaddress
anyeffectthathason themarketabilityandvalueof theunit thatis beingappraised,

Appraisersmustcomparehe subjectunit to thegeneramarketareaandotherunits
in thesubjectco-op project.

Note: This comparisorshouldhelpdemonstratenarketacceptancef co-op
unitsin thearea.

If submissiorof morethanthreerequiredcomparablealess appropriatéo
supportthe marketvalueopinion,appraisersnustsubmitothercomparableale®
includingcontractdor salé asadditionalsupportingdata.
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v Lenders must ensuethat appraisersmeetthe following requirements:

Comparablesalesmustbe from similartypesof project® townhousesnid-rise,
high-rise,etcd thathavesimilarcommonamenitiesandrecreationafacilities.

Appraisershouldusesalesof co-op unitsascomparables.

Howeve, appraisersnay usecondounitsascomparablesalesif co-op unit sales
arenot available providedthe appraiseexplainswhy thosetypesof comparables
wereused.

Appraisergnustadjustthe condocomparableso reflectthereactionof themarket
to the co-op unit whenthereis a preferencdor condoownershipn the subject
marketarea.

If the subjectpropertyis aunitin anewor recentlyconvertecco-op project,
appraisershouldselectascomparables:

A oneclosedor settledsalefrom the subjectproject(if oneis available)and

A two closedor settledsalesfrom outsideof theproject.

If closedor settledsalesarenotavailablein the subjectproject,appraisersnustuse
comparablesalesrom competingprojects.

Whenthe subjectpropertyis a unitin anestablishedo-op projec® onethathas
resaleactivityd appraisershouldusethefollowing ascomparables:

A two closedor settledsalesfrom within the subjectproject(if available)and

A oneclosedor settledsalefrom acompetingproject.

\HB4-1.3-08, Special DU Property Fieldwork Requirements
for Foreclosure and REO Properties (10/30/2009)

Introduction

Thistopic containgnformationon DU propertyfieldwork requirement$or previously
foreclosecandREO properties.
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SpecialDU Property Fieldwork Requirementsfor Foreclosueand REO Properties

Propertyforeclosuresesultin someREO propertiedeingneglectedr sittingvacantfor an
extendegeriodof time beforetheyaresoldto newhomeownerdn thesecasesanexterioronly
propertyinspectioror appraisamaynot providethe mostaccuratessessmertf theconditionof
thepropery.

For propertiesinderwritterthroughDU, lenderamustobtainanappraisabasecdn aninterior
andexteriorpropertyinspectiorfor purchase¢ransactionsvhenthetransactions theresult
of thesaleof anREO propery, or thelasttransactioron thepropertybeingpurchaseavasa
foreclosure.

Related Announcements

Thetablebelowprovidesreferenceso the AnnouncementandReleaséNotesthathavebeen
issuedhatarerelatedto this topic.

Announcementsand Releasd\otes IssueDate
DU 7.1 Decembedpdate Octoberl6, 2008
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SectionB4-1.4,Appraisal Report Assessment

2= B4-1.4-01, Reviewing the Appraisal Report (04/01/2009)

Introduction
Thistopic containanformationon reviewinghe appraisateport,including:
A MandatoryAppraisalReportAnalysis

A LenderResponsibilitie®ertainingo AppraisalReportReview

Mandatory Appraisal Report Analysis
Thelendermustperformanunderwritinganalysisof the:

A currentcontractfor salefor purchasenoneytransactions;

A currentofferingor listingfor salefor bothpurchasendrefinancerransactions;
A comparablesalesfor bothpurchasendrefinancetransactions;

A currentownershigfor thesubjectproperty;and

A whentheinformationis reasonablyvailable the saleor transfehistoryof thesubject
propertyandof comparablesaledor bothpurchaseandrefinancetransactions.

Lender ResponsibilitiesPertaining to Appraisal Report Review

Whenanewappraisals requiredfor amortgagehatalenderdeliversto FannieMae,thelender
mustperformanunderwritinganalysisof:

A theappraisateportto ensurehatthereportis of professionatjuality andis preparedn away
thatis consistentvith FannieMae'sappraisaktandardsSeeB4-1.4-21, AppraisalReport
Review:ValuationAnalysisandFinal Reconciliationfor guidanceon addressingppraisal
deficiencies;
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A thepropertybasedn theappraisal;

A thepropertys acceptabilityassecurityfor themortgagerequestedn view of its valueand
marketability;

A thecurrentcontractfor salefor thesubjectpropertyfor purchasenoneytransactions;

A thecurrentofferingor listingfor salefor thesubjectpropertyfor bothpurchasend
refinancingtransactionsf applicable;

A thecurrentownershigfor thesubjectpropertyfor bothpurchasendrefinanceransactions;

A thesaleor transfetistoryof thesubjectpropery, andcomparablesalesfor bothpurchasend
refinanceransactions;

A thesale(s)of thesubjectpropertyandthe salepricetrendin relationto the appraise opinion
of valueto confirmthattheyarereasonablendrepresentativef themarket.

\MB4-1.4-02, Appraisal Report Review: Urban Properties
(04/01/2009)

Int roduction

Thistopic containgnformationon speciabppraisatonsiderationfor urbanproperties,
including:

A AppraisalConsiderationfor UrbanProperties

A AppraisalRequirementfor UrbanProperties

Appraisal Considerationsfor Urban Properties

Block-by-blockunderwritingandappraisabnalysigs acceptablén casesn whichrehabilitation
hasstartedn theblockin whichthesubjectpropertyis located(or in facingblocksthatare
visible to the property) but hasnot yet spreado therestof theneighborhood.

Thisenablesppraiserandlenderdo placeweighton thepositiveinfluencesof the
rehabilitationefforts.
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Appraisal Requirementsfor Urban Properties

Thetablebelowdescribes¢enderrequirementgertainingto appraisal$or urbanproperties.

,.,r Lendersmust ensuet h at é

appraiserslemonstratéhatlocal marketconditionsmakeblock-by-blockanalysis
appropriate;

appraisersinalyzeandusecomparablealesof notonly lesssimilar properties
from the subjectneighborhoodbut alsofrom competingheighborhoodsg there
is alack of comparablesalesn theneighborhood eitherbecausef thelevel of
rehabilitationor therelativelylow numberof saledransactions.

-] B4-1.4-03, Appraisal Report Review: Property Location
(04/01/2009)

Introduction

Thistopic containgnformationon propertyiocation,including:
A PropertyLocation

A Adjoining Properties

A Propertiesvith Outbuildings

Property Location

FannieMaewill purchaser securitizanortgageshataresecuredy residentiapropertiesn
urban,suburbanor ruralareas.

To beeligiblefor purchaser securitizationmortgagdoansmustbe securedy propertieshat
areresidentiain naturé basedn thecharacteristicsef thesubjectpropery, zoning,andthe
presentanduse.

FannieMaedoesnot purchas@r securitizenortgage®n thefollowing propertytypes:
A agriculturattypepropertiessuchasfarms,orchardspr ranches,
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A undevelopedand,

A landdevelopmentypeproperties,

A propertieghatarenot suitablefor yearroundoccupancyegardlessf location,and

Note: Certainaspect®f thelocationof a propertywill requirespecialconsideration.
For examplepropertiesn resortareashatattractpeoplefor seasonabr vacatioruse
areacceptablenly if theyaresuitablefor yearrounduse.

A propertieghatarenotreadilyaccessibléy roadghatmeetlocal standards.

Adjoining Properties

Appraisersnmustconsidempresenbr anticipatedisesof adjoiningpropertiegshatmayadversely
affectthevalueor marketabilityof thesubjectpropery.

Propertieswith Outbuildings

Propertiesvith outbuildingsrequirespecialconsiderationn the underwritingandappraisal

review.

Type of Outbuilding

Acceptability

Minimal outbuilding® suchassmallbarns
or stabled thatareof relativelyinsignificant
valuein relationto thetotal appraisedalueof
thesubjectpropery.

Thepropertyis acceptabl@rovidedthe
outbuildingsaretypical of otherresidential
propertiesn thesubjectarea.

A smallbarnor stable.

Theappraisemustdemonstrat¢éhatthe
improvementaretypical of propertiegor
whichanactive,viableresidentiamarket
exists,andmustpresensimilarimprovements
in comparableales.

An atypicalminimal outbuilding.

Thepropertyis acceptabl@rovidedthe
appraised analysigeflectslittle or no
contributoryvaluefor it.

Significantoutbuildings suchassilos,large
barns storageareaspr facilitiesfor farm-type
animals.

Thepresencef theoutbuildingsmayindicate
thatthepropertyis agriculturalin nature.
Thelendermustdeterminevhetherthe
improvementsireresidentiabr agricultural
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Type of Outbuilding Acceptability

in nature regardlessf whethertheappraiser
assignwalueto the outbuildings.

\HB4-1.4-04, Appraisal Report Review: Trend of
Neighborhood Property Values, Demand/Supply, and
Marketing Time (10/30/2009)

Introduction

Thistopic containgnformationon thetrendof neighborhoogropertyvalues.demand/suppi
andmarketingtime, including:

A Overview
A MarketConditionsAddendunto the AppraisalReport(Form1004MC)

A Assessmenif MarketConditions

Overview

Theappraisemustreportthe primaryindicatorsof marketconditionfor propertiesn the subject
neighborhoodsof theeffectivedateof theappraisaby noting:

Trend of Property Values

Supply of Propertiesin the

Marketing Time for

SubjectNeighborhood Properties
A increasing, A shortage, A underthreemonths,
A stableor A in-balancepr A threeto six months or
A declining. A oversuppl. A oversix months.

Note: Theappraisemustprovidetheir conclusiongor thereasons marketis

experiencinglecliningpropertyvaluesanoversupplyof propertiespr marketingimes
oversix months.

Theappraise® analysisof apropertymusttakeinto consideratiorall factorsthataffectvalue.
Becausd-annieMae purchasemortgagesn all marketsthisis particularlyimportantfor market
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areaghatareexperiencingignificantfluctuationsin propertyvaluesincludingsub-marketsor
particulartypesof housingwithin the marketarea.

Market ConditionsAddendumto the AppraisalReport(Form 1004MC)

Form1004MCis requiredfor all mortgagdoansdeliveredto FannieMaewith appraisal®f
one to four-unit propertieslt is intendedo providethelenderwith a clearandaccurate
understandingf themarkettrendsandconditionsprevalenin the subjectheighborhoodFor
additionalinformationconcerning-orm1004MC,seeB4-1.2-06, AppraisalFormsandReport
Exhibits.

Assessmenbdf Market Conditions

If the lenderdetermineshe propertyis locatedwithin a decliningmarket,the lendermustensure
thatcurrentmarketconditionsareidentified andanalyzedn the valuationprocessanddescribed
in theappraisateport.

Related Announcements

Thetablebelowprovidesreferenceso the Announcementthathavebeenissuedhatarerelated
to thistopic.

Announcements IssueDate
Announcemend®9i 19 June8, 2009
Announcemen®8i 30 Novemberl4, 2008

MB4-1.4-05, Appraisal Report Review: Site Analysis
Parameters (10/30/2009)

Introduction

Thistopic containgnformationon siteanalysigparametersncluding:
A SiteAnalysisParameters

A Evaluatingthe SubjectPropertySite
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Site Analysis Parameters

Thesubjectpropertysite shouldgenerallyconformto andbeacceptablén the marketareain
termsof size,shapeandtopograph.

Theappraisamustincludethe actualsizeof thesiteandnot a hypotheticaportionof thesitefor
thesubjectpropery.

Example

Theappraisemaynotappraisenly 5 acreof anunsubdividedtOi acreparcel. Theappraised
valuemustreflecttheentire40i acreparcel.

In addition,the propertymusthavecomparableutilities, streeimprovementsadequateehicular
accessandotheramenities.

Note: Subjectpropertyamenitieseasementgandencroachmentsiustbe reflectedin
the appraisabnalysisandevaluationsincethey caneitherdetractirom or enhancéhe
marketabilityof asite.

Evaluating the SubjectProperty Site

If the sitehasadverseor atypicalconditionsfor theneighborhoodthe appraisamustprovide
commenton theconditions.

If thereis marketresistancéo a propertybecausés siteis notcompatiblewith the
neighborhoodr with therequirementsf thecompetitivemarket,lendersareexpectedo
underwritethe mortgagdoanmorecarefullyand,if appropriateimposemoreconservative
mortgaggerms.

Related Announcements

Thetablebelowprovidesreferenceso the Announcementthathavebeenissuedhatarerelated
to thistopic.

Announcements IssueDate
Announcemen®8i 30 Novemberl4, 2008
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=] B4-1.4-06, Appraisal Report Review: Subject Property

Zoning (12/01/2010)

Introduction

Thistopic containgnformationon subjecpropertyzoning,including:

A SubjectPropertyZoning
A PermissibleJseof Land

A HighestandBestUse

SubjectProperty Zoning

Lenderanustensurehatthe specificzoningclasshasbeenreportedn theappraisalalongwith
ageneraktatemenasto whatthe zoningpermits.

Theappraisamustincludea statementhatthe subjectpropertypresents legalconforminguse,
alegalnon-conforming(grandfathered)se,or anillegal useunderthe zoningregulationspr

thatthereis no localzoning.

PermissibleUseof Land

FannieMaedoesnot purchaser securitizenortgagdoanson properties theimprovementslo
not constitutea legally permissiblauseof theland.

Certainexceptiongo this policy aremadeprovidedthe propertyis appraisecndunderwritten
in accordancavith the specialrequirementgmposedasa conditionto agreeingo makethe

exception.

Property Type

Loan Eligible for Purchaseor Securitization
by Fannie Mae?

A propertythatis subjectto certainland use
regulationssuchascoastatidelandor
wetlandlawsthatcreatesetbackinesor other
provisionsthatpreventthereconstructioror
maintenancef thepropertyimprovementsf
theyaredamagear destroyed.

No.

A propertythatrepresentalegal,butnon
conforming,useof thelandandtheappraisal

Yes,if themortgages securedy aone to
four-unit propertyor aunitin aPUD project.
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Property Type

Loan Eligible for Purchaseor Securitization
by Fannie Mae?

analysigeflectsanyadversesffectthatthe
non-conformingusehason thevalueand
marketabilityof the propery.

A propertywheretheimprovementérom a
projectthatrepresentalegal,butnon
conforming,useof thelandonly canberebuilt
to currentdensityin the eventof partialor full
destruction.

Yes,FannieMaewill purchaser securitize
a condounit mortgageor cc-op shardoan,
providedthe mortgagedile includeseithera
copyof theapplicablezoningregulationsor
aletterfrom thelocal zoningauthoritythat
authorizegeconstructiorio currentdensiy.

A one or two-unit propertythatincludesan
illegal additionalunit or accessorgpartment
(sometimeseferredto asa motherin-law,
motherdaughte or grannyunit).

Yes,providedthat:

A Theillegal useconformsto the subject
neighborhoodndto the market.

A Thepropertyis appraisedvasedipon its
currentuse.

A Theborrowerqualifiesfor themortgage
withoutconsideringanyrentalincomefrom
theillegal unit.

A Theappraisamustreportthatthe
improvementsepresenanillegal use.

A Theappraisareportmustdemonstratéhat
theimprovementsaretypical for the market
throughananalysisof atleastthree
comparablg@ropertieshathavethesame
illegal use.

A Thelenderensureshattheexistenceof the
illegal additionalunit will notjeopardize
anyfuturehazardnsuranceslaimthatmight
needto befiled for thepropery.

A three to four-unit propertythatincludesan
illegal accessorgpartment.

No.
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Highestand BestUse

If the currentimprovementglearlydo notrepresenthe highestandbestuseof thesiteas
animprovedsite,the appraisemustso indicateon theappraisateport.FannieMaewill not
purchaser securitizea mortgagdhatdoesnotrepresenthe highestandbestuseof thesite.

Related Announcements

Thetablebelowprovidesreferenceso the Announcementthathavebeenissuedhatarerelated
to thistopic.

Announcements IssueDate

AnnouncemenSEL-2010 06 Decembet, 2010

\HB4-1.4-07, Appraisal Report Review: Site Utilities
(04/01/2009)

Introduction

Thistopic containgnformationon siteutilities.

Site Utilities

For mortgagdoansto beeligible for purchas@r securitizationthe utilities of thepropertymust
meetcommunitystandardspeadequatehein service andbeacceptedy areaesidents.

If public sewerand/orwaterfacilitiesd thosethataresuppliedandregulatedy thelocal
governmend arenotavailable communityor privatewell andsepticfacilities mustbeavailable
andutilized by thesubjectpropery. Theownersof thesubjectpropertymusthavetheright to
accesshosefacilities, whichmustbeviableon anongoingbasis.

Generaly, privatewell or septidacilities mustbelocatedon thesubjectsite.Howeve, if
inhabitantf thesubjectpropertyhavetheright to acces®ff-site privatefacilities andthereis
anadequatdegallybindingagreementor accessandmaintenanceahenoff-site privatefacilities
areacceptable.
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If thereis marketresistancéo anareabecaus®f environmentahazardor anyotherconditions
thataffectwell, septic,or publicwaterfacilities, theappraisamustaddressheeffect of the
hazardon themarketabilityandvalueof thesubjectproperty(seeB4-1.3-01, SpecialAppraisal
Considerationfor Propertie\ffectedby EnvironmentaHazards).

\MB4-1.4-08, Appraisal Report Review: Off-Site
Improvements (04/01/2009)

Introduction

Thistopic containgdnformationon df-siteimprovementsincluding:
A Off-SiteImprovements

A EvaluatingOff-Site Improvements

A CommunityOwnedor PrivatelyMaintainedStreets

Off-Site Improvements
Off-siteimprovementsncludestreetsalleys,sidewalkscurbsandgutters streetlights, etc.

Thesubjectpropertyshouldfront on apublicly dedicatecandmaintainedstreetthatmeets
communitystandardsaindis generallyacceptedy arearesidents.

Evaluating Off-Site Improvements

If a propertyfrontson astreetthatis nottypical of thosefound inthecommuniy, theappraiser
mustaddressheeffect of thatlocationon themarketabilityandvalueof thesubjectpropery.

Thepresencef sidewalkscurbsandgutters streetlights, andalleysdepend®n localcuston®
if theyaretypicalin thecommuniy, theyshouldbe presenbn thesubjectsite.

Community-Ownedor Privately Maintained Streets

If the propertyis locatedon acommunityownedor privatelyownedandmaintainedtreetan
adequatdegally enforceablagreementr covenanfor maintenancef thestreetis required.
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Theagreemenbr covenanshouldincludethefollowing provisionsandberecordedn theland
recordsof theappropriatgurisdiction:

A responsibilityfor paymenbf repairsjncludingeachpartyés representativehare;

A defaultremediesn the eventa partyto theagreemenor covenantails to complywith his or
herobligations;and

A Theeffectivetermof theagreemendr covenantwhichin mostcaseshouldbe perpetuabnd
bindingon anyfutureowners.

Note: If the propertyis locatedwithin a statethathasstatutoryprovisionsthatdefinethe
responsibilitie®f propertyownersfor the maintenancandrepairof a privatestreetno
separat@agreementdr covenants required.

If the propertyis notlocatedin a statethatimposesstatutoryrequirement$or maintenancegnd
eitherthereis no agreementdr covenanfor maintenancef thestreetor anagreemenor
covenanexistsbut doesnot meettherequirementsistedabove thelendermustindemnify
FannieMaefor anylossesr expenses mayincur dueto the physicalconditionof thestreetor
in orderto establisrand/orretainaccesshereto.

\MB4-1.4-09, Appraisal Report Review: Special Flood Hazard
Area (04/01/2009)

Int roduction

Thistopic containgnformationon speciaflood hazardareas.

SpecialFlood Hazard Areas

FannieMaes appraisateportformsprovideanareafor theappraiseto indicatewhetherthe
propertyis locatedin a SpecialFloodHazardAreathatis identifiedon theFederaEmegency
Managemenfgency® (FEMA) FloodInsurancerateMaps.

Floodinsurances requiredif anypartof theprincipalstructures locatedin thefollowing
SpecialFloodHazardAreazonesA, AE, AH, AO, AR, A1-30, A-99,V, VE, VO, or V1-30.
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\HB4-1.4-10, Appraisal Report Review: Improvements
Analysis Overview (04/01/2009)

Introduction
Thistopic containgnformationon improvementanalysisjncluding:
A Improvement#nalysisRequirements

A RemainingeconomicLife

ImprovementsAnalysis Requirements

Theappraisamustprovidea clea, detailedandaccuratedescriptiorof theimprovementshatis
consistentvith thelevel of fieldwork requiredin connectiorwith theappraisabssignmentt must
beasspecificaspossiblecommentingon suctthingsasneededepairsadditionalfeatures,
modernizationetc.,andshouldprovidesupportingaddendaif necessar If the subjectproperty
hasanaccessorgpartmenttheappraisashoulddescribat.

Remaining EconomicLife

FannieMaedoesnotrequirethe mortgageermto haveanycorrelationto theremaining
economidife of thepropery.

Howevae, relatedpropertydeficienciesmustbe discussedh the sectionof theappraisateport
thataddressheimprovementsnalysisandcomment®n theconditionof thepropert.

FannieMaes appraisateportforms aredesignedo meetthe needsof severadifferentuser
groups;consequemnyl the forms addresgshe remainingeconomidife for the propertybeing
appraisedbut appraisergarenot requiredto reportthis.

If appraiserseportthisinformation,lendersdo notneedto consideremainingeconomidife
becausanyrelatedpropertydeficiencieswill bediscussedh thesectionsof theappraisateport
thataddressheimprovementanalysisasndcommenton theconditionof thepropery.
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MB4-1.4-11, Appraisal Report Review: Conformity of
Improvements to Neighborhood (04/01/2009)

Introduction

Thistopic containgnformationon conformityof improvementso the neighborhood.

Conformity to Neighborhood

Specialconsideratiomustbegivento propertieghatrepresenspecialor uniquehousingfor the
subjectneighborhood.

On acaseby-casebasis|enderanustdeterminevhetherthereis suficient informationto
developareliableopinionof marketvalue.

\584-1.4-12, Appraisal Report Review: Actual and Effective
Ages of the Improvements (10/25/2011)

Int roduction

Thistopic containgnformationon actuabndeffectiveagesof theimprovements.

Age of ImprovementgYear Built)

FannieMaedoesnot placea restrictionon theactualageof thedwelling. Olderdwellingsthat
meetFannieMae® generarequirementsreacceptablemprovementsor all propertiesnust
beof thequalityandconditionthatwill beacceptabléo typical purchasers the subjectmarket
area.

Whenadjustmentaremadeto theappraisafor theyearbuilt, whetherthoseadjustmentsre
madefor theactualageor for theeffectiveageof thesubjectpropert, theappraisemustprovide
anexplanatiorfor theadjustments.
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Related Announcements

Thetablebelowprovidesreferenceso the Announcementthathavebeenissuedhatarerelated
to thistopic.

Announcements IssueDate
AnnouncemenSEL-2011i 11 October25, 2d1
Announcemen®8i 30 Novemberl4, 2008

\HB4-1.4—13, Appraisal Report Review: Insulation and
Energy Efficiency of the Improvements (04/01/2009)

Int roduction

Thistopic containgnformationon insulatiorandenegy efficiency of theimprovements.

Insulation and Energy Efficiency of the Improvements

An enegy-efficient propertyis onethatusescosteffectivedesign materialsequipmentandsite
orientationto conservenonrenewabléuels.

Speciakenegy-savingitemsmustberecognizedn theappraisaprocessThenatureof these
itemsandtheir contributionto valuewill varythroughouthe countrybecaus®f climactic
conditionsanddifferencesn utility costs.

Appraisersmustcompareeneggy-efficient featuresof the subjectpropertyto thoseof comparable
propertiesn thefi s adorepsrisora n a | grid tb ensurehatthe overallcontributionof these
itemsis reflectedin the marketvalueof thesubjectproperty.
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\HB4-1.4-14, Appraisal Report Review: Layout, Floor Plans,
and Gross Building and Living Areas (04/01/2009)

Introduction

Thistopic containgnformationon layout floor plans,andgross buildingandliving areas,
including:

A Overview

Minimum Size
EvaluatingAbove-GradeRoomCount
BelowGradeAreas

AppropriateAbove-GradeandBelow-GradeComparisons

Do Do o D>

Gross BuildingArea

Overview

Dwellingswith unusualayouts,peculiarfloor plans,or inadequatequipmenbr amenities
generallyhavelimited marketappeal.

A reviewof theroomlist andfloor planfor thedwelling unit mayindicateanunusualayou®
suchasbedroom®n alevelwith no bathor akitchenon adifferentlevel from thediningroom.

Theappraisamustincludeappropriateadjustmentdasecn how thesubjectcompareso the
comparablesales.

Minimum Size

FannieMaedoesnot specifyminimumsizeor living arearequirementsor propertiegwith the
exceptiomf Manufacturedousing;seeSectionB5-2.3,ManufacturedHousing).

Evaluating Above-Grade Room Count
Themostcommoncomparisorfor oneunit propertiess theabovegradegross livingarea.

Appraisersnustbe consistentvhencalculatingandreportingfinishedabovegraderoomcount
andsquardootagefor thegross livingareaabovegrade.
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A levelis consideredbelowgradef anyportionof it is belowgradé regardlessf thequality
of its finish or thewindow areaof anyroom.A walk-outbasementith finishedroomswould
notbeincludedin theabovegraderoomcount.

For unitsin condoor co-op projects the appraisemustuseinterior perimeterunit dimensiongo
calculatethe gross livingarea.ln all otherinstancesthe appraisemustusethe exteriorbuilding
dimensiongerfloor to calculateheabovegradegross livingareaof apropery.

Thefollowing mustbeobservedvhencalculatingandreportingabovegraderoomcountand
squardootagefor thegross livingarea:

A Onlyfinishedabovegradeareasanbeusedin calculatingandreportingof abovegraderoom
countandsquardootagefor thegross livingarea.

A Garagesndbasementsncludingthosethatarepartially abovegrade mustnot beincludedin
theabovegraderoomcount.

Below-Grade Areas

Roomsthatarenotincludedin theabovegraderoomcountmayaddsubstantiallyto the valueof
apropertyy particularlywhenthe quality of thefinish s high.

Theappraisemustreportthebasemenor otherpartially below-gradeareasseparatelyandmake
appropriateadjustment$or themon thefi b a s eantdinishedareadelowg r a liheimthe
i s adoreparisora n a | grid.i s 0

Appropriate Above-Grade and Below-Grade Comparisons

To ensureconsistencyn the salescomparisoranalysisappraisersnustcompareabovegrade
areado abovegradeareasandbelowgradeareago belowgradeareas.

Appraisersmaydeviatefrom this approachf the style of thesubjectpropertyor anyof the
comparabledoesnotlenditself to suchcomparisons.

Howevae, in suchinstancesthe appraisemustexplainthereasorfor thedeviationandclearly
describehe comparisonshatweremade.

GrossBuilding Area
Gross buildingarea:

A is thetotal finishedareaincludinganyinterior commonareassuchasstairwaysandhallways
of theimprovementd®asedn exteriormeasurement
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A is themostcommoncomparisorior two- to four-unit properties;

A mustbe consistentlydevelopedor thesubjectpropertyandall comparablessedin the
appraisal;

A mustincludeall finishedabovegradeandbelow-gradeliving areascountingall interior
commonareasuchasstairwayshallways,storaggooms,etc.;

A cannotcountexteriorcommonareassuchasopenstairways.

FannieMaewill acceptheuseof othercomparisongor two- to four-unit propertiesuchasthe
totalabovegradeandbelowgradeareasprovidedthe appraiser:

A explainsthereason$ieor shedid notuseagross buildingareacomparisonand

A clearlydescribeshe comparisonshatweremade.

\584-1.4-15, Appraisal Report Review: Property Condition
and Quality of Construction (07/26/2011)

Introduction

Thistopic containgnformationon propertyconditionandquality of constructionincluding:
PropertyCondition

PropertyConditionDisclosureto Borrower

PropertyConditionRating

Identifying PropertyCondition

Definitionsof Not UpdatedUpdatedandRemodeled

AppraisalsCompletedi Alss 0

Quality of ConstructiorRating

Identifying Quality of Construction

o Do To o Do Do Io Io Do

PhysicalDeficienciesThatAffect Safey, Soundnesgr Structuralntegrity

™

Infestation Dampnesspr Settlement
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Property Condition

Lenderanusttakethe necessargtepso ensurghata propertymeets=annieMae® condition
requirementasoutlinedin this subsection.

Thetablebelowprovidestherequirement$or propertycondition.

v

Requirement

Basedon thefactualdataof theimprovementanalysistheappraisaleportmust
expressanopinionaboutthe conditionof theimprovements.

Appraisaldhasedn interiorandexteriorinspectionsnustincludecompletevisual
inspection®f theaccessiblareasof thepropery.

Note: Appraisersarenotresponsibléor hiddenor unapparentonditions.

Appraisalreportsmustreflectadverseconditionsthatwereapparenturingthe

inspectioror discoveredvhile performingresearch suchas,butnotlimited to,
neededepairsdeteriorationpr thepresencef hazardousvastestoxic substances
or adversenvironmentatonditions.

Detrimentalconditionsof theimprovementsnustbereportedn theappraisakven
if theconditionsaretypical for competingoroperties.

Theappraisemustconsidermnddescribeheoverallconditionandquality of the
propertyimprovementsSeeldentifying PropertyCondition;Definitionsof Not
UpdatedUpdatedandRemodeledandldentifying Quality of Constructiorfor
details.

Theappraisemustidentify:
A itemsthatrequireimmediaterepair;and

A itemswheremaintenancenayhavebeendeferredwhich mayor maynotrequire
immediaterepar.

Theappraisatommentsectionmustaddressieededepairsandphysical,
functional,or externainadequacies.

Property Condition Disclosueto Borrower

Thelendermustdiscloseall known propertyconditionissuedo theborrowerso thathe
borrowermaytakenecessargctionsto addressuchissues.
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Property Condition Rating

For appraisalsequiredto becompletedvith the UAD, theappraisemustassignoneof the
following standardizedonditionratingsto identify the conditionof theimprovementsor the
subjectpropertyandcomparablesales.

Rating

Description

C1

Theimprovementhiavebeenvery recentlyconstructe@ndhavenot previously
beenoccupiedTheentirestructureandall componentarenewandthedwelling
featuresno physicadepreciation.

Note: Newly constructedmprovementshatfeaturerecycledmaterials
and/orcomponentsanbeconsideredchewdwellingsprovidedthatthe
dwellingis placedon a100% newfoundationandtherecycledmaterials
andtherecycledcomponentfiavebeenrehabilitated/remanufacturednto
like-newcondition.Recentlyconstructedmprovementshathavenotbeen
previouslyoccupiedarenotconsideredi n e ifvtbeyhaveanysignificant
physicaldepreciatior{thatis, newly constructediwellingsthathavebeen
vacantfor anextendedgeriodof timewithoutadequatenaintenancer
upkeep).

C2

Theimprovementgeatureno deferrednaintenancdittle or no physical
depreciationandrequireno repairsVirtually all buildingcomponentarenewor
havebeenrecentlyrepairedrefinished or rehabilitatedAll outdateccomponents
andfinisheshavebeenupdatedand/orreplacedvith componentshatmeetcurrent
standardsDwellingsin this categoryeitherarealmostnewor havebeenrecently
completelyrenovatedandaresimilarin conditionto newconstruction.

C3

Theimprovementarewell-maintainedandfeaturelimited physicaldepreciation
dueto normalwearandtea. Somecomponentshut noteverymajorbuilding
componentmaybeupdatedr recentlyrehabilitatedThe structurehasbeenwell-
maintained.

C4

Theimprovementgeaturesomeminor deferredmaintenancandphysical
deterioratiordueto normalwearandtea. Thedwelling hasbeenadequately
maintainedandrequiresonly minimal repairsto buildingcomponents/mechanical
systemsandcosmetiaepairs All majorbuildingcomponentfiavebeenadequately
maintainedandarefunctionallyadequate.

C5

Theimprovement$eatureobviousdeferredmaintenancandarein needof some
significantrepairs.Somebuildingcomponentsieedrepairs rehabilitation,or
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Rating Description

updating.Thefunctionalutility andoveralllivability is somewhatiminisheddue
to condition,butthedwellingremainsuseableandfunctionalasaresidence.

C6 Theimprovementhiavesubstantialamageor deferrednaintenancevith
deficiencieor defectghataresevereenoughto affectthe safey, soundness,

or structuralntegrity of theimprovementsTheimprovementsrein needof
substantiatepairsandrehabilitationjncludingmanyor mostmajorcomponents.

Identifying Property Condition

Theconditionratingselectedor thepropertymustreflecta holistic view of theconditionof the
propertyimprovementslt would beinappropriatéo selecteitheraloweror higheroverall rating
on thebasisof oneor twominorinferior or superiolreasof thepropertyimprovements.
Howeve, the C6 ratingis anexceptiorbecausét indicateghatthe propertyis impactedoy one
or moredeficiencieghatnegativelyaffectthe safet, soundnesgr structuralintegrity of the
propery. As aresult,if anyportionof thedwellingis rateda C6, thewholedwellingmustbe
rateda C6.

Propertiewvith a conditionratingof C6 areeligiblefor saleto FannieMae providedany
deficiencieghatimpactthe safey, soundnesgr structuraintegrity of thepropertyarerepaired
prior to deliveryof theloan.SeePhysicalDeficienciesThat Affect Safet, Soundnessr
Structuralintegrity for informationrelatedto completingappraisal®n propertiesvith safey,
soundnessyr structuralntegrity deficiencies.

Definitions of Not Updated,Updated,and Remodeled

For appraisalsequiredto becompletedusingthe UAD, asa subsebf identifyingthe condition
of thesubjectpropery, theappraisemustalsoidentify thelevel of updatingjf any, thatthe
subjectpropertyhasreceivedoy utilizing thefollowing definitions:

Level of Description
Updating

Not Updated Little or no updatinggr modernizationThis descriptionncludes putis not
limited to, newhomes.

Residentiapropertieof fifteenyearsof ageor lessoftenreflectanoriginal
conditionwith no updatingif no majorcomponenttiavebeenreplacecor
updatedThoseoverfifteen yearsof agearealsoconsiderecdhot updatedf the
appliancesfixtures,andfinishesarepredominanthydated An areathatis6 N o t
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Level of Description
Updating

U p d a maystilbbewell-maintainedandfully functional,andthis ratingdoes
not necessarilymply deferredmaintenancer physical/functionadeterioration.

Updated Theareaof thehomehasbeenmodifiedto meetcurrentmarketexpectations.
Thesemodificationsarelimited in termsof bothscopeandcost.

An updatedareaof thehomeshouldhaveanimprovedliook andfeel, or
functionalutility. Changeshatconstituteupdatesncluderefurbishmenand/
or replacingcomponent$o meetexistingmarketexpectationdJpdatesio not
includesignificantalterationgo the existingstructure.

Remodeled |Significantfinish and/orstructurakchangesavebeenmadethatincreasautility
andappeathroughcompletereplacemenand/orexpansion.

A remodeledareareflectsfundamentathangeshatincludemultiple alterations.
Thesealterationgnayincludesomeor all of thefollowing: replacementf a
majorcomponent{cabinet(s)pathtub,or bathroontile), relocationof plumbing/
gasfixtures/appliancesignificantstructuralalterationgrelocatingwalls,and/
or theadditionof squardootage).Thiswouldincludea completeguttingand
rebuild.

AppraisalsCompletedi As | s 0

FannieMae permitsappraisalso bebasedn thefi ai sscanditionof the propertyprovided
existingconditionsareminoranddo notaffectthe safet/, soundnessyr structuralntegrity of the
propery, andtheappraise® opinionof valuereflectsthe existenceof theseconditions.

Minor conditionsanddeferrednaintenancaretypically dueto normalwearandtearfrom the
agingprocesandthe occupancyf thepropery. While suchconditionsgenerallydo notriseto
thelevel of arequiredrepar, theymustbereported Examplesof minorconditionsanddeferred
maintenancencludeworn floorfinishesor carpetminor plumbingleaks,holesin window
screensopr crackedvindowglass.

ConditionratingsC1,C2,C3,C4,andC5aspreviouslydefinedareeligible for deliveryin i a s
i scandition.Propertiewith theinitial conditionrating C6 indicateoneor moredeficiencies
thatimpactthe safey, soundnesgyr structuraintegrity of thepropertyandthereforehe
appraisamustbe completedsubjectto completionof thedeficientitem(s).

SeePhysicalDeficienciesThat Affect Safet, Soundnessyr Structuralintegrity for additional
detailswhencompletingappraisal®on propertiesvith safey, soundnessr structuraintegrity
deficiencies.
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Quiality of Construction Rating

For appraisalsequiredto becompletedusingthe UAD, theappraisemustassignoneof the
following standardizeduality ratingswhenidentifying the quality of constructiorfor thesubject
propertyandcomparablesales:

Rating

Description

Q1

Dwellingswith this qualityratingareusuallyuniquestructureghatare
individually designedy anarchitectfor aspecifieduse. Suchresidences
typically areconstructedrom detailedarchitecturaplansandspecifications
andfeatureanexceptionallyhigh level of workmanshigandexceptionallyhigh-
gradematerialghroughoutheinteriorandexteriorof thestructureThedesign
featuresexceptionallyhigh-quality exteriorrefinementandornamentatiorand
exceptionallyhigh-qualityinterior refinementsTheworkmanshipmaterialsand
finishesthroughouthedwellingareof exceptionallyhigh quality.

Q2

Dwellingswith this quality ratingareoftencustomdesignedor constructioron
anindividual propertyowne & site. Howeve, dwellingsin this quality gradeare
alsofound inhigh-qualitytractdevelopmentgeaturingresidencesonstructed
fromindividual plansor from highly modifiedor upgradeghlans.Thedesign
featuredetailed high-quality exteriorornamentatiorhigh-qualityinterior
refinementsanddetail. Theworkmanshipmaterialsandfinishesthroughouthe
dwellingaregenerallyof highor veryhigh quality.

Q3

Dwellingswith this qualityratingareresidencesf higherquality built from
individual or readilyavailabledesigneplansin abovestandardesidentiatract
developmentsr on anndividual propertyowne & site. Thedesignincludes
significantexteriorornamentatiomandinteriorsthatarewell finished.The
workmanshipexceedscceptablstandardeandmanymaterialsandfinishes
throughouthedwellinghavebeenupgradedromii s t ctanklavds.

Q4

Dwellingswith this qualityratingmeetor exceedherequirementsf applicable
building codes Standarcr modifiedstandarduilding plansareutilized and
thedesignincludesadequatéenestratiorandsomeexteriorornamentatiomand
interior refinementsMaterials workmanshipfinish, andequipmentreof stock
or buildergradeandmayfeaturesomeupgrades.

Q5

Dwellingswith this quality ratingfeatureeconomyof constructiorandbasic
functionalityasmainconsiderationsSuchdwellingsfeaturea plain designusing
readilyavailableor basicfloor plansfeaturingminimal fenestratiorandbasic
finisheswith minimal exteriorornamentatioandlimited interior detail. These
dwellingsmeetminimumbuilding codesandareconstructedvith inexpensive,
stockmaterialswith limited refinementandupgrades.
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Rating Description

Q6 Dwellingswith this quality ratingareof basicquality andlower cost;somemay
notbesuitablefor yearroundoccupanyg. Suchdwellingsareoftenbuilt with
simpleplansor withoutplans,oftenutilizing thelowestquality building materials.
Suchdwellingsareoftenbuilt or expandetby personsvho areprofessionally
unskilledor possesenly minimal constructiorskills. Electrical,plumbing,and
othermechanicatystemsandequipmentmaybe minimal or nonexistentOlder
dwellingsmayfeatureoneor moresubstandardr nonconformin@dditionsto the
original structure.

Identifying Quality of Construction

Thesameapproachusedin identifyingthe conditionof thepropertyis alsoapplicableo
identifyingthe quality of constructionTheselectedatingmustreflecta holistic view of the
guality of constructionHoweve, the Q6 ratingis anexceptiorbecausé indicateshatthe
propertyis impactedby oneor moredeficiencieghatnegativelyaffectthe safey, soundnesgr
structuralintegrity of thepropery. As aresult,if anyportionof thedwellingis rateda Q6, the
wholedwellingmustberateda Q6.

Propertiesvith a quality of constructiorratingof Q6 areeligible for saleto FannieMaeprovided
anyitemsin relationto the quality of constructiorthatimpactthe safet, soundnesr structural
integrity of thepropertyarerepairedprior to thedeliveryof theloan.SeePhysicalDeficiencies
ThatAffect Safet, Soundnesyr Structuralntegrity for requirementsvhencompleting
appraisalon propertiesvith safey, soundnessyr structuralintegrity deficiencies.

PhysicalDeficienciesThat Affect Safety, Soundnessor Structural Integrity

Theappraisateportmustidentify anddescribephysicaldeficiencieghatcouldaffecta
propertys safey, soundnessyr structuralntegrity. If the appraisehasidentifiedanyof these
deficienciesthe propertymustbe appraisedubjectto completionof thespecificrepairs

or alterationsin theseinstancesthe propertyconditionandquality ratingsmustreflectthe
conditionandquality of the propertybasedon thehypotheticakconditionthatthe repairsor
alterationdhavebeencompleted.

If the appraisers notqualifiedto evaluatehealterationor repairmeededtheappraisamust
identify anddescribahedeficienciesandthe propertymustbe appraisedgubjectto a satisfactory
inspectiorby aqualifiedprofessionalTheappraisamayhaveto berevisedbaseduponthe
resultsof theinspectionlf so, thereportmustindicatetheimpact,if any, on thefinal opinionof
value.Thelendermustreviewtherevisedappraisateportto ensureghatno physicabeficiencies
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or conditionghatwould affectthe safey, soundnessyr structuralntegrity of the propertyare
indicated A certificationof completionis requiredto ensurghenecessarglterationor repairs
havebeencompletedprior to deliveryof theloan.

Infestation, Dampnesspor Settlement

If the appraisaindicatesevidenceof wood-boringinsectsdampnessyr settlementtheappraisal
mustcommenbn theeffecton themarketabilityandthevalueof thesubjectpropert.

Thelendermusteitherprovidesatisfactoryevidencehatthe conditionwascorrectedr submit
aprofessionallypreparedeport,indicatingd basedn aninspectiorof the propertyd thatthe
conditiondoesnot poseanythreatof structuradamagedo theimprovements.

Related Announcements

Thetablebelowprovidesreferenceso the Announcementthathavebeenissuedhatarerelated
to thistopic.

Announcements IssueDate
AnnouncemenBEL-2011i 06 July 26, 2011
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\584-1.4-16, Appraisal Report Review: Sales Comparison
Approach (06/30/2010)

Introduction

Thistopic containgnformationon thesalescomparisorapproacho value,including:
Overview

CurrentandPrior Listingsof theSubjectProperty

ThreeYearPrior SalesHistory

Sourcef ComparablélarketData

Selectiomof Comparablé&ales

GeneraRequirements

RuralProperties

Propertiesn EstablishecdubdivisionsCondospr PUDs

o To Do Io o Do Io Do o

Propertiesn Newor RecentlyConvertedSubdivisionsCondospr PUDs

Overview

Lenderanustensurehatthe appraisersheyuseanalyzethefollowing aspartof thesales
comparisorapproach:

A listingsandcontractsales,
A closedor settledsalesand
A themostrecentandsimilar salesavailable.

Particularattentionmustbe paidto salesor financingconcessions marketghatare
experiencinglecliningpropertyvaluesanoversupplyof propertiespr marketingimesoversix
months.

Currentand Prior Listings of the SubjectProperty

FannieMae'sappraisateportformsrequiretheappraiseto researclandcommenion whether
thesubjectpropertyis currentlyfor saleor if it hasbeenlistedfor salewithin 12 monthgrior to
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theeffectivedateof theappraisalTheappraisemustreporton eacloccurrencer listingand
providethe datasource(s)pffering prices,anddate(s).

Example

If the subjectpropertyis currentlylistedfor saleandwaspreviouslylistedeightmonthsago,the
appraisemustreporton bothofferings.

ThreeYear Prior SalesHistory

The USPAP requiresappraiserso reporta minimumthreeyearprior saleshistoryfor thesubject
propert. Theappraisemustcomplywith the minimumrequirementsef USPAP.

Sou cesof ComparableMarket Data

Dataand/orverificationsource(sjor eachcomparablesalemustbereportedon theappraisal
reportform. Singleor multiplesourcedor dataandverificationsareacceptabl@rovidedthe
appraiseadequatelyerifiesthe comparablesales Examplesf datasourcesnclude,but arenot
limited to, amultiple listing service deedrecordstax recordsyealtors builders,appraisers,
appraiseifiles, andthelInternet. The appraisemuststatethe specificdatasourceandrefrain
from usingbroadcategoriessuchasii p u b le ic ® Dathsourée(snustbereliablesources
for theareawherethe subjectpropertyis located.

Informationusedto verify thedatais obtainedromafi v e r i fsioa a erdioationsources
include,butarenotlimited to, thebuyae, selle, listing agent sellingagentandclosing
documentsn certainsituationsRegardlessf the source(sysed theremustbe suficient datato
understandhe conditionsof sale existencef financingconcessionghysicalcharacteristicef
thesubjectpropery, andwhethelit wasanarmslengthtransaction.

Whencomparablealesdatais providedby partieghathavea financialinterestin eitherthesale
or financingof thesubjectpropery, theappraisemustverify the datawith a partythatdoesnot
havea financialinterestin the subjectransaction.

Selectionof Comparable Sales

Theappraisemustperformaneighborhoo@nalysisn orderto identify the areathatis subjectto
thesamenfluencesasthe propertybeingappraisedbasedn theactionsof typicalbuyersin the
marketarea).Theresultsof aneighborhoodnalysisenableheappraisenotonly to identify the
factorsthatinfluencethevalueof propertiesn themarketareabutalsoto definetheareafrom
whichto selectthe marketdataneededo performasalescomparisoranalysis.
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