
 
 
 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Selling Guide 
 

Fannie Mae Single Family 



Part B, Origination Through Closing 

Subpart 4, Underwriting Property 

December 20, 2011 

Subpart B4, Underwriting  Property 

Underwriting Property 

 

 
 
 
 
 
 

 

Int roduction 
 
This subpart contains property eligibility and underwriting policies for conventional loans for 

sale to Fannie Mae. 
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Appraisal Guidelines 

 

 

Int roduction 
 
This chapter describes Fannie Mae appraisal policies, guidelines, and requirements. 

 

 
In This Chapter 

 
This chapter contains the following sections: 

 
B4-1.1, General Appraisal Requirements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 497 

B4-1.2, Appraisal Document Standards, Report, and Property Inspections . . . . . . . . . . . . . . 510 

B4-1.3, Special Appraisal Considerations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  529 

B4-1.4, Appraisal Report Assessment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  543 
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Section B4-1.1, General Appraisal 

Requirements 
 
 
 
 
 

B4-1.1-01, General Information on Appraisal Requirements 

(07/26/2011) 
 

 
Int roduction 

 
This topic contains general information on appraisal requirements, including: 

 
Å Lender Responsibilities 

 
Å Appraiser Independence Requirements 

 
Å Confirmation and Documentation of the Current Owner 

 
Å Acceptable and Unacceptable Areas 

 
Å Examples of Unacceptable Appraisal Practices 

 
Å Additional Resources 

 

 
Lender Responsibilities 

 
The lender is responsible for: 

 
Å  the accuracy and completeness of the appraisal and its assessment of the marketability of the 

property; 
 
Å  selecting the appraiser; 

 
Å  underwriting the completed appraisal report to determine whether the subject property presents 

adequate collateral for the mortgage; 
 
Å  continually evaluating the quality of the appraiserôs work through normal underwriting review 

of all appraisal reports and spot-check field review of appraisals as part of its quality control 

system; 
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Å  ensuring that the appraiser uses sound reasoning and provides evidence to support the 

methodology used for developing the value opinion, particularly in cases that are not covered 

by Fannie Mae guidelines; 
 
Å  ensuring that the appraiser provides an accurate opinion, an adequately supported value, and 

an accurate description of the property; 
 
Å  ensuring that the appraiser provides his or her license or certification number on the individual 

appraisal report forms; and 
 
Å  complying with the Appraiser Independence Requirements. 

 
Lenders must take appropriate action to ensure that appraisers do not engage in unacceptable 

appraisal practices. 
 
In particular, lenders must not apply pressure or otherwise attempt to influence appraisers to 

reflect certain results in the appraisal analysis or reporting. 
 
See B4-1.1-03, Appraiser Selection, for information concerning the use of third-party vendors 

for appraisal services, the lender's responsibility for the quality of the appraisal work, and key 

appraiser selection criteria. 
 
See B2-1.4-02, Mortgage Loan Eligibility,  for information concerning the requirement that 

lenders must warrant that the current value of the property is not less than the original value for 

mortgage loans that are more than four months old from the loan closing date to the date the loan 

is sold to Fannie Mae. 
 

 
Appraiser Independence Requirements 

 
By delivering loans to Fannie Mae, lenders represent and warrant that appraisals conducted in 

connection with single-family mortgage loans, other than government-insured and -guaranteed 

loans, conform to the Appraiser Independence Requirements. 
 

 
Confirmation  and Documentation of the Current Owner 

 
Lenders must confirm and document in the mortgage file that the property seller in a purchase 

money transaction or the borrower in a refinance transaction is the owner of the subject property 

when a new appraisal is required. This documentation is especially important for transactions 

involving an assignment (or sale) of a contract for sale and back-to-back, simultaneous, double 

transaction closings, or double escrows to support the property acquisition, financing, and 

closing. 

http://www.efanniemae.com/sf/guides/ssg/relatedsellinginfo/appcode/
http://www.efanniemae.com/sf/guides/ssg/relatedsellinginfo/appcode/
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Confirmation that the property seller in a purchase money transaction (or the borrower in a 

refinance transaction) is the owner of the subject property based on publicly available 

information helps to identify unacceptable property flipping schemes, which typically involve 

various combinations of transactions and result in a sale of a recently acquired, distressed 

property for significant profit based on a misleading or fraudulent appraisal with an inflated 

property value. 
 

 
 

Acceptable and Unacceptable Areas 

 
Fannie Mae does not designate areas as being acceptable or unacceptable. Fannie Mae does 

business in all markets. 
 

 
 

Examples of Unacceptable Appraisal Practices 

 
The following are examples of unacceptable appraisal practices: 

 
Å  development of and/or reporting an opinion of market value that is not supportable by market 

data or is misleading; 

 
Å  development of a valuation conclusion based either partially or completely on the sex, race, 

color, religion, handicap, national origin, familial status, or other protected classes of either the 

prospective owners or occupants of the subject property or the present owners or occupants of 

the properties in the vicinity of the subject property; 

 
Å  development of a valuation conclusion based on factors that local, state, or federal law 

designate as discriminatory, and thus, prohibited; 

 
Å  misrepresentation of the physical characteristics of the subject property, improvements, or 

comparable sales; 

 
Å  failure to comment on negative factors with respect to the subject neighborhood, the subject 

property, or proximity of the subject property to adverse influences; 

 
Å  failure to adequately analyze and report any current contract of sale, option, offering, or listing 

of the subject property and the prior sales of the subject property and the comparable sales; 

 
Å  selection and use of inappropriate comparable sales; 

 
Å  failure to use comparable sales that are the most locationally and physically similar to the 

subject property; 
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Å  creation of comparable sales by combining vacant land sales with the contract purchase price 

of a home that has been built or will  be built on the land; 
 
Å  use of comparable sales in the valuation process when the appraiser has not personally 

inspected the exterior of the comparable property; 
 
Å  use of adjustments to comparable sales that do not reflect market reaction to the differences 

between the subject property and the comparable sales; 
 
Å  not supporting adjustments in the sales comparison approach; 

 
Å  failure to make adjustments when they are clearly indicated; 

 
Å  use of dataðparticularly comparable sales dataðprovided by parties who have a financial 

interest in the sale or in the financing of the subject property without the appraiserôs 

verification of the information from a disinterested source; 
 
Å  development of an appraisal or reporting an appraisal in a manner or direction that favors 

the cause of either the client or any related party, the amount of the opinion of value, the 

attainment of a specific result, or the occurrence of a subsequent event in order to receive 

compensation and/or employment for performing the appraisal and/or in anticipation of 

receiving future assignments; 
 
Å  development of and/or reporting an appraisal in a manner that is inconsistent with the 

requirements of the Uniform Standards of Professional Appraisal Practice in place as of the 

effective date of the appraisal; 
 
Å  failure to address and note adverse factors or conditions that affect value or marketability with 

respect to the neighborhood, site, or improvements; 
 
Å  use of unsupported descriptive comments or drawing unsupported conclusions from subjective 

observations. These actions may have a discriminatory effect. 
 
Å  use of unsupported assumptions, interjections of personal opinion, or perceptions about factors 

in the valuation process. These actions may have a discriminatory effect, and may or may not 

affect the use and value of a property. 
 
Å  use of unacceptable terminology including but not limited to: 

 
ï  ñpride of ownership,ò ñno pride of ownership,ò and ñlack of pride of ownershipò; 

 
ï  ñpoor neighborhoodò; 

 
ï  ñgood neighborhoodò; 
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ï  ñcrime-ridden areaò; 
 

ï  ñdesirable neighborhood or locationò; 
 

ï  ñundesirable neighborhood or location.ò 
 

Other subjective terminology that can result in erroneous conclusions is equally unacceptable. 
 

 
 

Additional  Resources 
 
For additional guidance on performing appraisals and underwriting appraisals of property that 

secures mortgage loans delivered to Fannie Mae, see Guidance for Lenders and Appraisers. 
 

 
Related Announcements 

 
The table below provides references to the Announcements that have been issued that are related 

to this topic. 
 

 

Announcements Issue Date 

Announcement SEL-2011ï06 July 26, 2011 

Announcement SEL-2011ï01 January 27, 2011 

Announcement SEL-2010ï16 December 1, 2010 

Announcement 09ï32 October 30, 2009 

Announcement 09-01 January 7, 2009 

 
 

 

B4-1.1-02, Lender Disclosure of Information to Appraisers 

(10/30/2009) 
 

 
 

Int roduction 
 
This topic contains information on lender disclosure of information to appraisers, including: 

 
Å Lender Disclosure of Information to Appraisers 

 
Å Information That Must Be Disclosed 

http://www.efanniemae.com/sf/guides/ssg/relatedsellinginfo/appcode/
http://www.efanniemae.com/sf/guides/ssg/2011annlenltr.jsp?referrer=frpromo
http://www.efanniemae.com/sf/guides/ssg/2011annlenltr.jsp?referrer=frpromo
http://www.efanniemae.com/sf/guides/ssg/2010annlenltr.jsp?referrer=frpromo
http://www.efanniemae.com/sf/guides/ssg/2009annlenltr.jsp
http://www.efanniemae.com/sf/guides/ssg/2009annlenltr.jsp?from=hp
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Lender Disclosure of Information  to Appraisers 
 
The lender must disclose to the appraiser any and all information about the subject property of 

which it is aware, if  the information could affect either the marketability of the property or the 

appraiserôs opinion of the market value of the property. 
 

The lender must provide the appraiser with all appropriate financing data and sales concessions 

for the subject property that will  be, or have been, granted by anyone associated with the 

transaction. In addition, the lender must provide the appraiser with a copy of the complete, 

ratified sales contract and all addenda for the property that is to be appraised, therefore ensuring 

that the appraiser has been given the opportunity to consider the financing and sales concessions 

in the transaction and their effect on value. If the lender is aware of additional pertinent 

information that is not included in the sales contract, the lender must inform the appraiser. If the 

sales contract is amended during the process, the lender must provide the updated contract to the 

appraiser. 
 
 

Information  That Must Be Disclosed 
 
The table below provides a list of required information that must be disclosed to appraisers. 

 

 
 

Requirement 

 settlement charges 

 loan fees or charges 

 discounts to the sales price 

 payment of condo or PUD fees 

 interest rate buydowns 

 below-market-rate financing 

 credits or refunds of borrower expenses 

 absorption of monthly payments 

 assignment of rent payments 

 non-realty items included in the transaction 

 any environmental hazard information obtained from the borrower, the real estate 

broker, or any other party to the transaction so the appraiser can consider any 

influence the hazard may have on the value and marketability of the property. 
 
Lenders must disclose environmental hazard information that is in or on the subject 

property, or in the vicinity of the property. 



Part B, Origination Through Closing 

Subpart 4, Underwriting Property 

Chapter 1, Appraisal Guidelines, General Appraisal Requirements 

December 20, 2011  

 

Related Announcements 
 
The table below provides references to the Announcements that have been issued that are related 

to this topic. 

 
Announcements Issue Date 

Announcement 08ï30 November 14, 2008 

 
 

 

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

 
 

Int roduction 
 
This topic contains general information on appraiser selection, including: 

 
Å Definition of the Appraiser 

 
Å Lender Responsibilities Regarding Appraiser Selection 

 
Å Appraiser Selection Criteria 

 
Å Use of Third-Party Vendors 

 

 
Definition  of the Appraiser 

 
Fannie Maeôs appraisal report forms define the appraiser as the individual who personally: 

 
Å  inspected the property being appraised, 

 
Å  inspected the exterior of the comparables, 

 
Å  performed the analysis, and 

 
Å  prepared and signed the appraisal report as the appraiser. 

 
This definition does not preclude appraisers from relying on individuals who are not state- 

licensed or state-certified to provide significant professional assistance, such as an appraiser 

trainee or an employee of the appraiser doing market data research or data verification, in the 

development of the appraisal. 

http://www.efanniemae.com/sf/guides/ssg/2008annlenltr.jsp
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Lender Responsibilities Regarding Appraiser Selection 
 
The following table details the lenderôs responsibilities regarding the selection of appraisers: 

 

 
 

Lender Responsibilities 

 Lenders must obtain an independent, disinterested examination and valuation of the 

property that secures a mortgage sold to Fannie Mae. 

 Lenders must be aware of, and in full  compliance with, state laws for licensing and 

certification of real estate appraisers. 

 Lenders must use appraisers who: 
 
Å  are state-licensed or state-certified in accordance with the provisions of Title XI 

of the Financial Institutions Reform, Recovery and Enforcement Act of 1989; 
 
Å  have the requisite knowledge required to perform a professional quality appraisal 

for the specific geographic location and particular property type; 
 
Å  have the requisite knowledge about, and access to, the necessary and appropriate 

data sources for the area in which the appraisal assignment is located. 
 
Appraisers who are not familiar with specific real estate markets may not have 

adequate information available to perform a reliable appraisal. Although the 

Uniform Standards of Professional Appraisal Practice (USPAP) allows an appraiser 

who does not have the appropriate knowledge and experience to accept an appraisal 

assignment by providing procedures with which the appraiser can complete the 

assignment, Fannie Mae requires a lender to only use an appraiser who has the 

appropriate knowledge and experience, and does not allow the USPAP flexibility. 

Consequently, appraisers who lack the requisite knowledge, experience, and access 

to appropriate data must not be utilized. 

 Lenders must select the appraiser. 
 

 

Note: Fannie Mae does not approve appraisers. Therefore, when selecting 

appraisers, lenders must not give any consideration to an appraiserôs 

representation that he or she is approved or qualified by Fannie Mae. 

 Lenders must select appraisers who are currently active in appraisal work. 

 Lenders must order and receive the appraisal report for each mortgage transaction. 
 
Lenders may not use appraisals ordered or received by borrowers or other parties 

with an interest in the transaction, such as the property seller or real estate broker. 
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Lender Responsibilities 

 Lenders must ensure that appraisers provide accurate descriptions of condo and co- 

op projects, and include characteristics that may indicate that a project is ineligible. 

 Lenders must document that the appraisers it uses are licensed or certified as 

appropriate under the applicable state law, either by: 
 
Å  including the license or certification number with the appraiserôs list of 

qualifications that the lender has on file, or 
 
Å  retaining a copy of the license or certification in the file the lender maintains for 

the appraiser. 

 
 

Appraiser Selection Criteria  
 
Lenders are responsible for the qualifications and quality of work provided by the appraisers 

they select. If a lender enters into a contract with any vendor, contractor, or third-party service 

provider, the lender is accountable for the quality of the work performed as if  it were performed 

by an employee of the lender. In addition to knowledge, experience, access to the appropriate 

data sources, and geographical competence, the quality of appraisal work is a key criterion that 

the lender should use in selecting an appraiser. Before using an appraiserôs services, lenders 

should be satisfied that the appraiser has demonstrated the ability to perform high quality 

appraisals. Lenders should review the appraiserôs education and experience, sample appraisals, 

professional affiliations, and references from clients and employers. The requirement for an 

appraiser to produce a high quality work product must always outweigh fee or turnaround time 

considerations. See B4-1.1-01, General Information on Appraisal Requirements, for additional 

information concerning the lenderôs responsibilities related to evaluating the quality of the 

appraiserôs work. 
 

 
Use of Third -Party Vendors 

 
While Fannie Mae allows lenders to use third-party vendors, such as appraisal management 

companies (AMC), for appraisal services, neither the Appraiser Independence Requirements 

nor Fannie Mae requires their use. If lenders choose to rely on an AMC to review an appraiserôs 

qualifications or select the individual to perform appraisals, lenders should establish appropriate 

procedures and qualifications, including compliance with the previously noted requirements, to 

ensure that qualified individuals are selected. 

 
The lender delivering the loan to Fannie Mae is ultimately responsible for representations and 

warranties related to the value, condition, and marketability of the subject property. If a lender 

http://www.efanniemae.com/sf/guides/ssg/relatedsellinginfo/appcode/
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uses the services of an AMC, the lender must hold the AMC responsible for complying with 

Fannie Maeôs requirements, including those of the Appraiser Independence Requirements, as if 

the lender had selected the appraiser. Imposing this requirement on the AMC does not relieve the 

lender of its warranties related to the appraisal or the value, condition, and marketability of the 

property. 
 

 
Related Announcements 

 
The table below provides references to the Announcements that have been issued that are related 

to this topic. 
 

 

Announcements Issue Date 

Announcement SEL-2010ï16 December 1, 2010 

Announcement SEL-2010ï09 June 30, 2010 
 

 
 
 

B4-1.1-04, Use of Supervisory or Review Appraisers 

(10/30/2009) 
 

 
 

Int roduction 
 
This topic contains information on use of supervisory or review appraisers, including: 

 
Å Property Inspection Must Be Performed by the ñAppraiserò Who Signs the Appraisal Report 

 
Å Supervisory Appraiser 

 
Å Review Appraisers 

 

 
 

Property Inspection Must Be Performed by the ñAppraiserò Who Signs the Appraisal 

Report 

 
Fannie Mae allows an unlicensed or uncertified appraiser who works as an employee or 

subcontractor of a licensed or certified appraiser to perform a significant amount of the appraisal 

(or the entire appraisal if  he or she is qualified to do so), as long as the appraisal report is signed 

by a licensed or certified supervisory or review appraiser and is acceptable under state law. A 

supervisory appraiser or any appraiser signing on the left-hand side of the appraisal report as the 

http://www.efanniemae.com/sf/guides/ssg/2010annlenltr.jsp?referrer=frpromo
http://www.efanniemae.com/sf/guides/ssg/2010annlenltr.jsp?referrer=frpromo
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ñAppraiserò must have performed the level of inspection of the subject property required by the 

assignment. This does not require the supervisory appraiser to inspect the subject property in all 

instances. See B4-1.1-03, Appraiser Selection, for the information about the selection and the 

definition of an appraiser. 
 

 
Supervisory Appraiser 

 
If a supervisory appraiser is used, the supervisory appraiser must certify that he or she: 

 
Å  directly supervises the appraiser who prepared the appraisal report, 

 
Å  has reviewed the appraisal report, 

 
Å  agrees with the statements and conclusions of the appraiser, 

 
Å  agrees to be bound by some of the same certifications that the appraiser made, and 

 
Å  takes full  responsibility for the appraisal report. 

 

 
 

Review Appraisers 
 
If an appraiser performs a review function other than as a supervisory appraiser, the appraiser 

must prepare a separate review report, attach it to the appraisal report being reviewed, and 

provide a well-documented report that demonstrates the analysis and supports the reviewerôs 

opinions and conclusions. 

 
If the review appraiser determines that the value opinion expressed in the appraisal report is 

unreasonable, the review appraiser must develop and report his or her own opinion of value, as 

of the effective date of the original appraisal. 
 

 
Related Announcements 

 
The table below provides references to the Announcements that have been issued that are related 

to this topic. 
 

 

Announcements Issue Date 

Announcement 09ï19 June 8, 2009 

Announcement 08ï30 November 14, 2008 

http://www.efanniemae.com/sf/guides/ssg/2009annlenltr.jsp
http://www.efanniemae.com/sf/guides/ssg/2008annlenltr.jsp
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B4-1.1-05, Field Reviews (04/01/2009) 
 

 
Int roduction 

 
This topic contains information on field reviews, including 

 
Å Quality Assurance of Appraisal Field Reviews 

 
Å Fannie Maeôs Examination of Independent Appraisal Field Review Reports 

 
Å Refusal to Accept Appraisals From Specific Appraisers 

 
 
Quality  Assurance of Appraisal Field Reviews 

 
Fannie Mae recommends that lenders use one of the following appraisal field review report 

forms for the appraisal component of its quality control reviews (see Part D, Ensuring Quality 

Control (QC)), however lenders may use other forms they consider appropriate: 
 
Å  For one-unit properties, One-Unit Residential Appraisal Field Review Report (Form 2000); 

 
Å  For two- to four-unit properties, Two- to Four-Unit Residential Appraisal Field Review Report 

(Form 2000A). 
 
 
Fannie Maeôs Examination of Independent Appraisal Field Review Reports 

 
Fannie Mae performs independent appraisal field review reports. Based on the review, Fannie 

Mae may refer unacceptable appraisal reports to state appraiser licensing or regulatory boards for 

investigation and action considered appropriate. 
 
In such cases, Fannie Mae provides the state board with a copy of the appraisal field review 

report and the original appraisal report. 
 
Fannie Maeôs objectives in referring appraisal reports to state appraiser licensing or regulatory 

boards are: 
 
Å  to emphasize continuing efforts to maintain the quality of appraisals, 

 
Å  to protect Fannie Maeôs interest, 

 
Å  to improve the quality of mortgages delivered to Fannie Mae by identifying appraisers who 

have performed appraisals of a sufficiently poor quality as to impair the security interests, 

http://www.efanniemae.com/sf/formsdocs/forms/2000.jsp
http://www.efanniemae.com/sf/formsdocs/forms/2000a.jsp
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Å  to help the industry enhance the quality of appraisals by identifying and referring individual 

appraisers who appear to be unethical and/or incompetent to the state appraiser licensing or 

regulatory boards for review, and, 
 
Å  to help enforce professional standards. 

 

 
Note: Fannie Maeôs decision to make such referrals does not affect the lenderôs 

responsibility for managing the property valuation and appraisal review process. 
 
 

Refusal to Accept Appraisals From Specific Appraisers 
 
Fannie Mae may refuse to accept appraisals prepared by specific appraisers, or Fannie Mae may 

notify a lender that appraisals prepared by a given appraiser are no longer accepted. 
 
When a lender is notified that appraisals from specific appraisals are no longer accepted, Fannie 

Mae allows the lender a certain amount of time to clear its mortgage pipeline. After that, the 

lender is prohibited from submitting mortgages to Fannie Mae secured by properties appraised 

by that individual. 
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Section B4-1.2, Appraisal Document 

Standards, Report, and Property Inspections 
 
 
 
 
 

B4-1.2-01, Age of Appraisal or Age of Property Inspection 

(07/26/2011) 
 
 
Int roduction 

 
This topic contains information on the age of appraisal and the age of the property inspection, 

including: 
 

Å Age of Appraisal or Age of Property Inspection 
 
Å Updating the Original Appraisal Report or Property Inspection 

 
Å Completing an Appraisal Update 

 
 

Age of Appraisal or Age of Property Inspection 
 
Properties must be appraised or inspected (if  that is the level of property fieldwork recommended 

for a loan casefile underwritten through DU) within the 12 months that precede the date of the 

note and mortgage. 
 

Whené Then é 

appraisal reports are more than four months 

old on the date of the note and mortgage 

ðregardless of whether the property was 

appraised as proposed or existing construction, 

appraisers must perform an update which 

includes: 
 
Å  inspect the exterior of the property and 
 
Å  review current market data to determine 

whether the property has declined in value 

since the date of the original appraisal. 

a property inspection report for a loan 

casefile underwritten with DU is more than 

four months old on the date of the note and 

mortgage, 

appraisers must prepare a new Desktop 

Underwriter Property Inspection Report (Form 

2075). 

http://www.efanniemae.com/sf/formsdocs/forms/2075.jsp
http://www.efanniemae.com/sf/formsdocs/forms/2075.jsp
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Note: The inspection and the appraisal update must occur within the four months that 

precede the date of the note and mortgage. 

 
For information regarding property valuation representation and warranty requirements, see 

B2-1.4-02, Mortgage Loan Eligibility.  
 

 
Updating the Original  Appraisal Report or Property Inspection 

 
The following table details requirements for determining appraisal update requirements: 

 

 

If é Then é 

the appraiser indicates the property value has 

declined, 

the lender must obtain a new appraisal for the 

property. 

the appraiser indicates the property has not 

declined in value, 

the lender should request the appraiser to 

provide an update to the appraisal, based on the 

appraiserôs exterior inspection of the property 

and knowledge of current market conditions. 

The inspection and the appraisal update must 

occur within the four months that precede the 

date of the note and mortgage. 

 

Updates can be reported in the following formats: 
 
Å  Appraisal Update and/or Completion Report (Form 1004D), 

 
Å  Uniform Residential Appraisal Report (Form 1004), or 

 
Å  in a letter. 

 
See B4-1.2-06, Appraisal Forms and Report Exhibits, for more information. 

 

 
Completing an Appraisal Update 

 
The original appraiser should complete the appraisal update; however, lenders may use substitute 

appraisers. 

 
When updates are completed by substitute appraisers, the substitute appraiser must review the 

original appraisal and express an opinion about whether the original appraiserôs opinion of 

market value was reasonable on the date of the original appraisal report. 

http://www.efanniemae.com/sf/formsdocs/forms/1004d.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1004.jsp
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The lender must note in the file why the original appraiser was not used. 
 
See B4-1.4-21, Appraisal Report Review: Valuation Analysis and Final Reconciliation, for 

information concerning changes to the appraised value. 
 
 
Related Announcements 

 
The table below provides references to the Announcements that have been issued that are related 

to this topic. 
 

Announcements Issue Date 

Announcement SEL-2011ï06 July 26, 2011 

Announcement SEL-2011ï03 March 31, 2011 

Announcement SEL-2010ï09 June 30, 2010 

 
 
 

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

 
Int roduction 

 
This topic contains information on objective and unbiased appraisals, including: 

 
Å Requirements for Appraisers and Lenders 

 
Å Reporting Unfavorable Conditions 

 

 
Requirements for  Appraisers and Lenders 

 
Fannie Mae expects all appraisers to observe the following requirements. Consequently, lenders 

must: 
 
Å  ensure that appraisers consider all factors that have an effect on value and the development of 

the opinion of market value in the appraisal report is objective and unbiased; 
 
Å  ensure that unsupported assumptions or interjections of personal opinions or perceptions about 

factorsðwhether or not the factors affect the use and value of the propertyðare not used; 
 
Å  ensure that the appraiser has not based (either partially or completely) the analysis and/or 

opinion of market value on the race, color, religion, sex, handicap, familial status, or national 

http://www.efanniemae.com/sf/guides/ssg/2011annlenltr.jsp?referrer=frpromo
http://www.efanniemae.com/sf/guides/ssg/2011annlenltr.jsp?referrer=frpromo
http://www.efanniemae.com/sf/guides/ssg/2010annlenltr.jsp?referrer=frpromo
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origin, of either the prospective owners or occupants of the property being appraised or the 

present owners or occupants of the properties in the vicinity of that property. 
 

 
Reporting Unfavorable Conditions 

 
The lender must ensure that appraiser comments regarding unfavorable conditionsðsuch as the 

existence of an adverse environmental or economic factorðalso discuss how the condition affects 

the value and/or marketability of the property being appraised and explain how the condition was 

taken into consideration in the valuation process. In such cases, the appraiserôs analysis must 

reflect and include comparable sales that are similarly affected, whenever possible. 
 

 
 
 

B4-1.2-03, Definition of Market Value (04/01/2009) 
 

 
 

Int roduction 
 
This topic contains information on definition of market value. 

 

 
Fannie Maeôs Definition  of Market  Value 

 
Fannie Maeôs definition of market value is intended to ensure that appraisals reflect an opinion of 

market value after adjustments for any special or creative financing or sales concessions have 

been madeðsuch as seller contributions, interest rate buydowns, etc. 

 
Lenders must ensure that appraisers certify that the following definition of market value was 

used: 

 
Market value is the most probable price that a property should bring in a 

competitive and open market under all conditions requisite to a fair sale, the buyer 

and seller, each acting prudently, knowledgeably and assuming the price is not 

affected by undue stimulus. 

 
Implicit in this definition is the consummation of a sale as of a specified date and the passing of 

title from seller to buyer under conditions whereby: 

 
Å  buyer and seller are typically motivated; 

 
Å  both parties are well informed or well advised, and each acting in what he or she considers his 

or her own best interest; 
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Å  a reasonable time is allowed for exposure in the open market; 
 
Å  payment is made in terms of cash in U.S. dollars or in terms of financial arrangements 

comparable thereto; and 
 
Å  the price represents the normal consideration for the property sold unaffected by special or 

creative financing or sales concessions granted by anyone associated with the sale. 
 
Adjustments to the comparables must be made for special or creative financing or sales 

concessions. No adjustments are necessary for those costs that are normally paid by sellers as 

a result of tradition or law in a market area; these costs are readily identifiable since the seller 

pays these costs in virtually all sales transactions. Special or creative financing adjustments can 

be made to the comparable property by comparisons to financing terms offered by a third-party 

institutional lender that is not already involved in the property or transaction. 
 
Any adjustment should not be calculated on a dollar for dollar cost of the financing or concession 

but the dollar amount of any adjustment should approximate the marketôs reaction to the 

financing or concessions based on the appraiserôs judgment. 
 
This definition provides consistent interpretation for the appraiser. Specifically, Fannie Mae 

wants to emphasize that the phrases ñéthose costs that are normally paid by sellers as a result 

of tradition or law in a market area; these costs are readily identifiable since the seller pays these 

costs in virtually all sales transactionsò refer to all of the sellers in a specific market area. 
 
No distinction is made between a specific group of sellers, builders, developers, or individuals in 

the resale marketðthey all are considered to be individual sellers in the market. 
 
 

 

B4-1.2-04, Requirements for Postponed Improvements 

(07/26/2011) 
 

 
Int roduction 

 
This topic contains information on postponed improvements, including: 

 
Å Overview 

 
Å Postponed Improvements for New or Proposed Construction 

 
Å Requirements for Existing Construction 

 
Å Requirements for the Energy Improvement Feature on Existing Construction 
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Overview 

 
Generally, improvements for the subject property must be complete when the mortgage is 

delivered to Fannie Mae. However, in some circumstances, Fannie Mae does allow a loan to be 

delivered prior to improvements being completed. 
 

 
Postponed Improvements for  New or Proposed Construction 

 
When the property securing the mortgage is new or proposed construction, the appraisal may be 

based on either plans and specifications or an existing model home. The table below describes 

requirements related to properties that are new or proposed construction that are not complete 

when the mortgage is delivered to Fannie Mae. 
 

 

Requirements for  New or Proposed Construction 

Mortgages may be delivered before postponed items are complete if  the lender represents and 

warrants that the postponed improvements will  be complete within 180 days of the date of the 

mortgage note. Acceptable postponed items include items that: 
 
Å  are part of the sales contract (third-party contracts are not permissible); 
 
Å  are postponed for a valid reason, such as inclement weather or a shortage of building 

materials; and 
 
Å  do not affect the ability to obtain an occupancy permit. 

A certification of completion must be obtained to verify the work was completed and must: 
 
Å  be completed by the appraiser, 
 
Å  state that the improvements were completed in accordance with the requirements and 

conditions in the original appraisal report, and 
 
Å  be accompanied by photographs of the completed improvements. 

The cost of completing improvements must not represent more than 10% of the ñas completedò 

appraised value of the property. 

Lenders must establish a completion escrow for the postponed improvements, by withholding 

from the purchase proceeds funds equal to 120% of the estimated cost for completing the 

improvements. However, if  the contractor or builder offers a guaranteed fixed-price contract for 

completion of the improvements, the funds in the completion escrow only need to equal the full 

amount of the contract price. 
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Requirements for  New or Proposed Construction 

Lenders and borrowers must execute an escrow agreement that states how the escrow account 

will  be managed and how funds from the escrow account will  be disbursed. 

The mortgage insurance and title insurance may not be adversely affected during or after the time 

the completion escrow is in effect. 

Once a certificate of completion is obtained, the lender must release the final draw from the 

escrow account, which should include any funds in excess of the amount needed to pay for 

completion of the postponed items. 

Lenders must obtain a final title report, which must not show any outstanding mechanicôs 

liens, take any exceptions to the postponed improvements, or take any exceptions to the escrow 

agreement. If the final title report is issued before the completion of the improvements, lenders 

must obtain an endorsement to the title policy that ensures the priority of Fannie Maeôs lien. 

 
 

Requirements for  Existing Construction 
 
Lenders must review the appraisal to ensure that the property does not have minor conditions or 

deferred maintenance items that affect the safety, soundness, or structural integrity of the subject 

property. See B4-1.4-15, Appraisal Report Review: Property Condition and Quality of 

Construction, for information concerning property condition and quality of construction ratings. 
 
The tables below provide requirements related to existing properties that have physical 

deficiencies, minor conditions, or deferred maintenance items that may or may not affect the 

safety, soundness, or structural integrity of the property. 
 

Requirements for  Existing Construction When There are Minor 

Conditions or Deferred Maintenance Items that Do Not Affect 

the Safety, Soundness, or Structural  Integrity  of the Property 

If the appraiser reports the existence of minor conditions or deferred maintenance items that do 

not affect the safety, soundness, or structural integrity of the property, the appraiser may 

complete the appraisal ñas isò and these items must be reflected in the appraiserôs opinion of 

value. Minor conditions and deferred maintenance items include, but are not limited to, worn 

floor finishes or carpet, minor plumbing leaks, holes in window screens, or cracked window 

glass and are typically due to normal wear and tear. The lender is not required to ensure that the 

borrower has had this work completed prior to delivery of the loan to Fannie Mae. 

If there are minor conditions or deferred maintenance items to be remedied or completed after 

closing, the lender may escrow for these items at their own discretion and still deliver the loan to 

Fannie Mae prior to the release of the escrow as long as the lender can ensure that these items do 

not affect the safety, soundness, or structural integrity of the property. 
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Requirements for  Existing Construction When There are Incomplete Items or 

Conditions that Do Affect the Safety, Soundness, or Structural  Integrity  of the Property 
 

When there are incomplete items or conditions that do affect the safety, soundness, or structural 

integrity of the property, the property must be appraised subject to completion of the specific 

alterations or repairs. These items can include a partially completed addition or renovation, 

or physical deficiencies that could affect the safety, soundness, or structural integrity of the 

improvements, including but not limited to, cracks or settlement in the foundation, water 

seepage, active roof leaks, curled or cupped roof shingles, or inadequate electrical service or 

plumbing fixtures. In such cases, the lender must obtain a certificate of completion from the 

appraiser before the mortgage is delivered to Fannie Mae. Although the original appraiser should 

complete any required certification of completion, the lender may use a substitute appraiser. 
 

See B4-1.2-01, Age of Appraisal or Age of Property Inspection, for certifications completed by 

substitute appraisers. 

The certification does not need to include photographs of the property unless those that 

accompanied the original appraisal report are no longer representative of the completed property. 
 
 

Requirements for  the Energy Improvement Feature on Existing Construction 
 
The table below provides the postponed improvement requirements for a loan with energy 

improvement features. See B5-3.3-01, Mortgage Loans with Energy Improvement Features on 

Existing Properties, for other requirements related to loans with energy improvement features. 
 

Mortgages may be delivered before the energy improvements are complete if  the lender 

represents and warrants that the postponed improvements will  be complete within 180 days of 

the date of the mortgage note. Acceptable postponed items include items that will  not require an 

occupancy permit. 

A certification of completion must be obtained to verify the work was completed and must: 
 
Å  be completed by the appraiser, 
 
Å  state that the improvements were completed in accordance with the requirements and 

conditions in the original appraisal report, and 
 
Å  be accompanied by photographs of the completed improvements. 

The cost of the improvements must not represent more than 10% of the ñas completedò 

appraised value of the property. 

Lenders must establish a completion escrow for the postponed energy improvements by 

withholding funds equal to 120% of the estimated cost for completing the improvements. 

However, if  the contractor offers a guaranteed fixed-price contract for completion of the 
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improvements, the funds in the completion escrow only need to equal the full  amount of the 

contract price. 

Lenders and borrowers must execute an escrow agreement that states how the escrow account 

will  be managed and how funds from the escrow account will  be disbursed. 

The mortgage insurance and title insurance may not be adversely affected during or after the 

time the completion escrow is in effect. 

Once a certificate of completion is obtained, the lender must release the final draw from the 

escrow account, which should include any funds in excess of the amount needed to pay for 

completion of the postponed items. Any funds remaining in the escrow account after the work 

is completed must be applied to reduce the unpaid principal balance of the mortgage loan. The 

value of sweat equity and Do It Yourself improvements are not reimbursable. 

Lenders must obtain a final title report, which must not show any outstanding mechanicôs 

liens, take any exceptions to the postponed improvements, or take any exceptions to the escrow 

agreement. If the final title report is issued before the completion of the improvements, lenders 

must obtain an endorsement to the title policy that ensures the priority of Fannie Maeôs lien. 
 

 

Related Announcements 
 

The table below provides references to the Announcements that have been issued that are related 

to this topic. 
 

Announcements Issue Date 

Announcement SEL-2011ï06 July 26, 2011 

Announcement SEL-2010ï15 December 1, 2010 

Announcement 08ï30 November 14, 2008 

 
 
 

B4-1.2-05, Requirements for the Appraisal Report 

(10/25/2011) 
 
 

Int roduction 
 

This topic contains information on requirements for the appraisal report, including: 
 

Å Lender Responsibilities Related to the Appraisal Report 
 

Å Uniform Appraisal Dataset (UAD) 
 

Å Uniform Collateral Data Portal 

http://www.efanniemae.com/sf/guides/ssg/2011annlenltr.jsp?referrer=frpromo
http://www.efanniemae.com/sf/guides/ssg/2010annlenltr.jsp?referrer=frpromo
http://www.efanniemae.com/sf/guides/ssg/2008annlenltr.jsp
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Lender Responsibilities Related to the Appraisal Report 

 
The table below provides lender responsibilities related to the appraisal report. 

 

 

 
 

Requirement 

 Lenders are responsible for: 
 
Å  the accuracy of the information, 
 
Å  the integrity of the documents, and 
 
Å  ensuring that the appraisal is complete and prepared in accordance with Fannie 

Mae appraisal guidelines. 

 Lenders must ensure that appraisal reports are completed on Fannie Maeôs forms 

(see B4-1.2-06, Appraisal Forms and Report Exhibits). 

 Lenders must ensure that the appraisal report reflects a thorough investigation and 

analysis of the market value and provides the rationale for the appraiserôs opinion 

of the market value. 

 Lenders must upgrade to an interior and exterior appraisal inspection if  an exterior- 

only inspection does not provide sufficient information about the property to 

perform the inspection. 
 
For example, if  the following conditions exist, the appraisal must be upgraded: 
 
Å  the appraiser cannot adequately view the property from the street, 
 
Å  apparent adverse physical deficiencies or environmental conditions are observed, 
 
Å  the appraiser needs additional information about the physical conditions of the 

property. 
 
See B4-1.2-06, Appraisal Forms and Report Exhibits, for information concerning 

the exhibits that are required for an interior and exterior appraisal. 

 Lenders must retrieve and reproduce complete and clear copies of appraisal reports 

at any time in response to a request from Fannie Mae. 

 Lenders must ensure all applicable appraisals have been completed in compliance 

with Appendix D: Field-Specific Standardization Requirements (Appendix D) of 

the Fannie Mae and Freddie Mac Uniform Appraisal Dataset Specification (UAD 

Specification). 
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Requirement 

 Lenders must ensure all applicable appraisal reports have been submitted to the 

Uniform Collateral Data Portal (UCDP) and receive a ñSuccessfulò status from the 

UCDP prior to the delivery date of the loan. When submitting an appraisal report 

to the UCDP, lenders must ensure that it is the unaltered report submitted by the 

identified appraiser. 

 
 

Uniform  Appraisal Dataset (UAD) 
 
The UAD standardizes appraisal data elements for a subset of fields on specific appraisal report 

forms and includes all data elements required to complete these forms. Fannie Mae requires 

that the following appraisal report forms are completed utilizing Appendix D of the UAD 

Specification when reporting the results of an appraisal for a conventional mortgage loan: 
 

Å  Uniform Residential Appraisal Report (Fannie Mae Form 1004), 
 
Å  Individual Condominium Unit Appraisal Report (Fannie Mae Form 1073), 

 
Å  Exterior-Only Inspection Individual Condominium Unit Appraisal Report (Fannie Mae Form 

1075), and 
 
Å  Exterior-Only Inspection Residential Appraisal Report (Fannie Mae Form 2055). 

 
Other appraisal report forms may be completed using the standards contained in the UAD 

Specification to the extent those standards are applicable to that particular form. Lenders may 

obtain the most recent version of Appendix D of the UAD Specification on eFannieMae.com. 
 
 

Uniform  Collateral Data Portal 
 
The UCDP is a portal through which lenders are required to electronically submit appraisal 

reports for conventional mortgage loans delivered to Fannie Mae. The following appraisal forms 

including all exhibits, addenda (including the Market Conditions Addendum to the Appraisal 

Report (Form 1004MC)), and photographs, must be submitted to the UCDP and receive a 

ñSuccessfulò status from the UCDP prior to the delivery date of the loan: 
 

Å  Uniform Residential Appraisal Report (Fannie Mae Form 1004), 
 
Å  Manufactured Home Appraisal Report (Fannie Mae Form 1004C) 

 
Å  Small Residential Income Property Appraisal Report (Fannie Mae Form 1025), 

 
Å  Individual Condominium Unit Appraisal Report (Fannie Mae Form 1073), 

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
http://www.efanniemae.com/sf/formsdocs/forms/2055.jsp
http://www.efanniemae.com/sf/lqi/umdp/uad/index.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1004mc.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1004.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1004c.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1025.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1073.jsp
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Å  Exterior-Only Inspection Individual Condominium Unit Appraisal Report (Fannie Mae Form 

1075), 
 

Å  Exterior-Only Inspection Residential Appraisal Report (Fannie Mae Form 2055), 
 

Å  Individual Cooperative Interest Appraisal Report (Fannie Mae Form 2090), and 
 

Å  Exterior-Only Inspection Individual Cooperative Interest Appraisal Report (Fannie Mae Form 

2095). 
 

Appraisal report forms not listed above must not be delivered through UCDP. (Lenders must 

maintain the applicable appraisal report and attachments in the mortgage loan file in accordance 

with E-2-07, Post-Closing Mortgage Loan File Documentation.) Lenders may obtain detailed 

information on the UCDP page on eFannieMae.com. 
 
 

Related Announcements 
 

The table below provides references to the Announcements that have been issued that are related 

to this topic. 
 

Announcements Issue Date 

Announcement SEL-2011ï11 October 25, 2011 

Announcement SEL-2011ï06 July 26, 2011 

 
 
 

B4-1.2-06, Appraisal Forms and Report Exhibits 

(09/27/2011) 
 
 

Int roduction 
 

This topic contains information on appraisal forms and report exhibits, including: 
 

Å List of Appraisal Forms 
 

Å Manually Underwritten Loans 
 

Å Exhibits for Appraisals with Interior and Exterior Property Inspections 
 

Å Exhibits for Appraisals with Exterior-Only Property Inspections 
 

Å Desktop Underwriter Property Inspection Report (Form 2075) 
 

Å Desktop Underwriter Appraisals Based on Exterior-Only Property Inspections 

http://www.efanniemae.com/sf/formsdocs/forms/1075.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1075.jsp
http://www.efanniemae.com/sf/formsdocs/forms/2055.jsp
http://www.efanniemae.com/sf/formsdocs/forms/2090.jsp
http://www.efanniemae.com/sf/formsdocs/forms/2095.jsp
http://www.efanniemae.com/sf/formsdocs/forms/2095.jsp
http://www.efanniemae.com/sf/technology/commitloandel/ucdp/
http://www.efanniemae.com/sf/guides/ssg/2011annlenltr.jsp?referrer=frpromo
http://www.efanniemae.com/sf/guides/ssg/2011annlenltr.jsp?referrer=frpromo
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List  of Appraisal Forms 

 
Appraisers must use the most recent version of the appraisal forms and include any other datað 

either as an attachment or addendum to the appraisal report formðneeded to adequately support 

the opinion of market value. 
 
The following table lists Fannie Maeôs appraisal forms (see Single-Family Forms for a complete 

list): 

 
Form Purpose 

Uniform Residential 

Appraisal Report (Form 

1004) 

For appraisals of one-unit properties and units in PUDs (including those 

that have an illegal second unit or accessory apartment) based on interior 

and exterior property inspections. Form 1004 also may be used for two- 

unit properties, if  each of the units is occupied by one of the co-borrowers 

as his or her principal residence or if the value of the legal second unit 

is relatively insignificant in relation to the total value of the property (as 

might be the case for a basement unit or a unit over a garage). In addition, 

appraisals for units in condo projects that consist solely of detached 

dwellings may be documented on Form 1004, if the appraiser includes an 

adequate description of the project and information about the homeownersô 

association fees and the quality of the project maintenance. Appraisals 

reported on Form 1004 must be completed in accordance with the UAD 

Specification. 

Exterior-Only Inspection 

Residential Appraisal 

Report (Form 

2055) 

For appraisals of one-unit properties and units in PUDs based on exterior- 

only property inspections. Appraisals reported on Form 2055 must be 

completed in accordance with the UAD Specification. 

Manufactured Home 

Appraisal Report (Form 

1004C) 

For appraisals of one-unit manufactured homes (including manufactured 

homes in a PUD, condo, or co-op project) based on interior and exterior 

property inspections. 

Individual 

Condominium Unit 

Appraisal Report (Form 

1073) 

For appraisals of one-unit properties in condo projects based on interior 

and exterior property inspections. Appraisals reported on Form 1073 must 

be completed in accordance with the UAD Specification. 

Exterior-Only Inspection 

Individual 

Condominium Unit 

Appraisal Report (Form 

1075) 

For appraisals of one-unit properties in condo projects based on exterior- 

only property inspections. Appraisals reported on Form 1075 must be 

completed in accordance with the UAD Specification. 

http://www.efanniemae.com/sf/formsdocs/forms/
http://www.efanniemae.com/sf/formsdocs/forms/1004.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1004.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1004.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1004.jsp
http://www.efanniemae.com/sf/lqi/umdp/pdf/uadspec.pdf
http://www.efanniemae.com/sf/lqi/umdp/pdf/uadspec.pdf
http://www.efanniemae.com/sf/lqi/umdp/pdf/uadspec.pdf
http://www.efanniemae.com/sf/lqi/umdp/pdf/uadspec.pdf
http://www.efanniemae.com/sf/formsdocs/forms/2055.jsp
http://www.efanniemae.com/sf/formsdocs/forms/2055.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1004c.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1004c.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1073.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


Part B, Origination Through Closing 

Subpart 4, Underwriting Property 

Chapter 1, Appraisal Guidelines, Appraisal Document Standards, 

Report, and Property Inspections 

December 20, 2011 

Printed copies may not be the most current version. For the most current version, go to the online version at 

http://ww w.efanniemae.com/sf/guides/ssg/. 523 

 

 

 
 

 
Form Purpose 

Individual Cooperative 

Interest Appraisal 

Report (Form 2090) 

For appraisals of one-unit properties in co-op projects based on interior and 

exterior property inspections 

Exterior-Only Inspection 

Individual Cooperative 

Interest Appraisal 

Report (Form 

2095) 

For appraisals of one-unit properties in co-op projects based on exterior- 

only property inspections. 

Small Residential 

Income Property 

Appraisal Report (Form 

1025) 

For appraisals of two- to four-unit properties (including two- to four-unit 

properties in PUD, condo, or co-op projects) based on interior and exterior 

property inspections. 

Appraisal Update and/ 

or Completion Report 

(Form 1004D) 

For appraisal updates and/or completion reports for all one- to four-unit 

appraisal reports. 

Market Conditions 

Addendum to the 

Appraisal Report (Form 

1004MC) 

Required for all mortgage loans delivered to Fannie Mae with appraisals of 

one- to four-unit properties. Form 1004MC is intended to provide the lender 

with a clear and accurate understanding of the market trends and conditions 

prevalent in the subject neighborhood. The form provides the appraiser with 

a structured format to report the data and to more easily identify current 

market trends and conditions. There are several shaded areas in the form to 

recognize that all the requested data may not be available from the data 

sources used by the appraiser and therefore the information may not be 

provided. The lack of completion of these areas is acceptable as long as the 

appraiser provides an explanation as to why these sections of the form are 

not complete. However, if  the data is available, the appraiser must include 

the data in the analysis. 
 

 
 

Manually  Underwritten  Loans 
 

 

All  manually underwritten mortgage loans sold to Fannie Mae require an appraisal based on 

an interior and exterior property inspection and must be completed on the appropriate form 

depending on the property type, unless the specific product guidelines permit a less than full 

appraisal. 

http://www.efanniemae.com/sf/formsdocs/forms/2090.jsp
http://www.efanniemae.com/sf/formsdocs/forms/2095.jsp
http://www.efanniemae.com/sf/formsdocs/forms/2095.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1025.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1025.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1004d.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1004mc.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1004mc.jsp
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Exhibits for  Appraisals with  Interior  and Exterior Property Inspections 
 

 

The following exhibits must accompany appraisals with interior and exterior property 

inspections: 

 
Å  an exterior building sketch that indicates the dimensions. 

 

 

If the floor plan is atypical or functionally obsolete, thus limiting the market appeal for the 

property in comparison to competitive properties in the neighborhood, Fannie Mae requires a 

floor plan sketch. 

 
Å  calculations demonstrating how the estimate for gross living area is derived. 

 

 

For a unit in a condo or co-op project, the sketch of the unit must indicate interior perimeter 

unit dimensions rather than exterior building dimensions (dimensions and estimates for gross 

living area shown on the plat are acceptable). 

 
Å  a street map that shows the location of the subject property and of all comparables that the 

appraiser used. 

 
Å  clear, descriptive, original photographs showing the front, back, and a street scene of the 

subject property and the front of each comparable sale. 

 
The subject and all comparables must be appropriately identified. Photographs of comparable 

rentals and listings are not required. 

 
Acceptable photographs include clear, descriptive, original images from photographs or 

electronic images, copies of photographs from a multiple listing service, or copies from the 

appraiserôs files. 

 
Å  interior photographs, which must, at a minimum, include: 

 

 

ï  the kitchen; 
 

 

ï  all bathrooms; 
 

 

ï  main living area; 
 

 

ï  examples of physical deterioration, if  present; and 
 

 

ï  examples of recent updates, such as restoration, remodeling, and renovation, if  present. 
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Å  Operating Income Statement (Form 216) or a similar cash flow and operating income 

statement ð required for investment property, including a two- to four-unit property in which 

the applicant will  occupy one unit as a principal residence. 
 

 

Note: The form may be prepared by the applicant or the appraiser. 

 
ï  When the applicant prepares Form 216, the appraiserôs comments on the reasonableness of 

the projected operating income must be included on the form. 

 
ï  When the appraiser prepares Form 216, the lender must ensure that the appraiser has 

operating statements; expense statements related to mortgage insurance premiums, 

homeownersô association dues, leasehold payments, or subordinate financing payments; and 

any other pertinent information related to the property. 

 
Å  Single-Family Comparable Rent Schedule (Form 1007), if the property is a one-unit investment 

property and the borrower is using rental income to qualify. Otherwise, Form 1007 is not 

required. (The lender may obtain this form for the purpose of reporting gross monthly rent at 

delivery. See A3-4-02, Data Quality and Integrity.) 

 
Å  any other dataðas an attachment or addendum to the appraisal report formðthat are 

necessary to provide an adequately supported opinion of market value. 
 

 
 

Exhibits for  Appraisals with  Exterior -Only Property Inspections 

 
The following exhibit is required for appraisals with exterior-only property inspections: 

 
Street map that shows the location of both the subject property and the comparable sales and a 

photograph that shows the front scene of the subject property. 
 

 

Note: When appraisals based on exterior-only inspections are used in connection with a 

one-unit investment property, Form 1007 must accompany the appraisal if  the borrower is 

using rental income to qualify. Otherwise, Form 1007 is not required. 
 

 
 

Desktop Underwriter Property Inspection Report (Form 2075) 

 
Form 2075 is not an appraisal report. It is a property inspection report that requires an exterior- 

only inspection of the subject property, completed by a state-licensed or -certified appraiser, 

which includes comments on: 

 
Å  zoning regulations, 

http://www.efanniemae.com/sf/formsdocs/forms/216.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1007.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1007.jsp
http://www.efanniemae.com/sf/formsdocs/forms/2075.jsp
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Å  other properties in the neighborhood, 
 

 

Å  highest and best use of the property as improved, 
 

 

Å  any apparent adverse physical deficiencies or environmental conditions. 
 

 

Lenders must obtain an appraisal of the property if  the property inspection reveals: 
 

 

Å  apparent adverse physical deficiencies or conditions, 
 

 

Å  apparent adverse environmental conditions, or 
 

 

Å  the subject property does not conform to the neighborhood. 
 
 
 

Note: When DU recommends Form 2075, lenders are not responsible for the traditional 

warranties regarding the valuation of the property. However, lenders are responsible for 

determining the acceptability of Form 2075 for a particular property. 
 

 
 

Desktop Underwriter  Appraisals Based on Exterior-Only Property Inspections 
 

 

When DU recommends an appraisal with an exterior-only inspection, lenders must ensure that 

appraisers: 

 
Å  provide descriptions of the physical characteristics of the property based on reliable data 

sources for the property and location, and 

 
Å  use the same type of data sources used for comparable sales. 

 

 

Note: Lenders are required to obtain an appraisal with an interior and exterior 

inspection if:  

 
ï  the property does not conform to the neighborhood, 

 

 

ï  adverse physical deficiencies or environmental conditions are observed, or 
 

 

ï  data sources do not provide sufficient information about the property to perform the 

appraisal. 
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Related Announcements 

 
The table below provides references to the Announcements that have been issued that are related 

to this topic. 
 

Announcements Issue Date 

Announcement SEL-2011ï10 September 27, 2011 

Announcement SEL-2011ï06 July 26, 2011 

Announcement SEL-2010ï09 June 30, 2010 

Announcement 08ï30 November 14, 2008 

 
 

 

B4-1.2-07, Certifications and Statements of Assumptions 

and Limiting Conditions (04/01/2009) 
 
 
Int roduction 

 
This topic contains information on certifications and statements of assumptions and limiting 

conditions, including: 
 
Å Alterations to Appraiser Certifications and Limiting Conditions 

 
Å Lender Responsibilities Associated with Additional Certifications 

 

 
Alterations to Appraiser Certifications and Limiting  Conditions 

 
Each Fannie Mae appraisal (or property inspection) report forms includes an appraiserôs 

certification (and, if  applicable, a supervisory appraiserôs certification) and a statement of 

assumptions and limiting conditions. 
 
The lender must ensure that the appraiser does not make changes or deletions to the appraiserôs 

certifications. 
 
Appraisers may make additional certifications on a separate page or form. 

Acceptable additional certifications might include: 

Å  those required by state law; 

http://www.efanniemae.com/sf/guides/ssg/2011annlenltr.jsp?referrer=frpromo
http://www.efanniemae.com/sf/guides/ssg/2011annlenltr.jsp?referrer=frpromo
http://www.efanniemae.com/sf/guides/ssg/2010annlenltr.jsp?referrer=frpromo
http://www.efanniemae.com/sf/guides/ssg/2008annlenltr.jsp
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Å  those related to the appraiserôs continuing education or membership in an appraisal 

organization; or 
 
Å  those related to the appraiserôs compliance with privacy laws and regulations in the 

development, reporting, and storage of an appraisal and the information on which it is based. 
 
Appraisers may not add limiting conditions. 

 

 
Lender Responsibilities Associated with  Additional  Certifications 

 
Lenders are responsible for reviewing any additional certifications made by appraisers to ensure 

that they do not conflict with Fannie Maeôs policies or standard certifications on Fannie Mae 

appraisal forms. 
 
The appraiserôs certification #23 is an acknowledgment by the appraiser that certain parties to a 

mortgage finance transaction that are not the lender/client and/or intended user often rely on the 

appraisal report. This certification clarifies that such other parties include the borrower, another 

lender at the request of the borrower, the mortgagee or its successors and assigns, mortgage 

insurers, government-sponsored enterprises, and other secondary market participants. 
 
Fannie Mae will  accept the following additional notice or statement when appraisers believe the 

lender/client is the only intended user: 
 

ñThe intended user of this appraisal report is the lender/client. The intended use is 

to evaluate the property that is the subject of this appraisal for a mortgage finance 

transaction, subject to the stated scope of work, purpose of the appraisal, reporting 

requirements of this appraisal report form, and definition of market value. No 

additional intended users are identified by the appraiser.ò 
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Section B4-1.3, Special Appraisal 

Considerations 
 
 
 
 
 

B4-1.3-01, Special Appraisal Considerations for Properties 

Affected by Environmental Hazards (04/01/2009) 
 

 
 

Int roduction 
 
This topic contains information on special appraisal considerations for properties affected by 

environmental hazards, including: 
 
Å Disclosure Regarding Environmental Hazards 

 
Å Environmental Hazards: Eligible Properties 

 
Å Environmental Hazards: Ineligible Properties 

 
Å Well Water and Hazardous Waste 

 
Å Other Hazards 

 

 
Disclosure Regarding Environmental Hazards 

 
If real estate brokers, property sellers, property purchasers, or any other parties to the mortgage 

transaction inform the lender that an environmental hazard exists in the property, on the property, 

or in the vicinity of the property, then the lender must disclose the information to the appraiser 

and note the individual mortgage file accordingly. 

 
Fannie Mae also requires lenders to disclose such information to the borrower, and to comply 

with any state or local environmental laws regarding disclosure. 
 

 
Environmental Hazards: Eligible Properties 

 
Fannie Mae purchases or securitizes mortgage loans secured by properties affected by 

environmental hazards if:  
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Å  the effect of the hazard is measurable through an analysis of comparable market data as of the 

effective date of the appraisal, and 
 

Å  the appraiser reflects in the appraisal report any adverse effect that the hazard has on the value 

and marketability of the subject property or indicates that the comparable market data reveals 

no buyer resistance to the hazard. 
 
 

Environmental Hazards: Ineligible Properties 
 
In rare situations, a particular environmental hazard may have a significant effect on the value of 

the subject property, although the actual effect is not measurable because the hazard is so serious 

or so recently discovered that an appraiser cannot arrive at a reliable opinion of market value 

because there is no comparable market data; such as sales, contract sales, or active listings 

available to reflect the effect of the hazard. 
 

In such cases, the mortgage will  not be eligible for delivery to Fannie Mae. 
 
 

Well Water and Hazardous Waste 
 
When the lender has reason to believe that private well water that is on or available to a property 

might be contaminated as the result of the proximity of the well to hazardous waste sites, 

the lender must obtain a well certification to determine whether the water meets community 

standards. 
 
 

Other Hazards 
 
When the appraiser has knowledge of any hazardous condition (whether it exists in or on the 

subject property or on any site within the vicinity of the property)ðsuch as the presence of 

hazardous wastes, toxic substances, asbestos-containing materials, urea-formaldehyde insulation, 

radon gas, etc.ðthe appraiser must: 
 

Å  note the hazardous condition in the appraisal report, 
 
Å  comment on any influence the hazard has on the propertyôs value and marketability (if  it is 

measurable through an analysis of comparable market data as of the effective date of the 

appraisal), and 
 

Å  make appropriate adjustments in the overall analysis of the propertyôs value. 
 
 

Note: Fannie Mae does not consider the appraiser to be an expert in the field of 

environmental hazards. The typical residential real estate appraiser is neither expected 
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nor required to be an expert in this specialized field. However, the appraiser has a 

responsibility to note in the appraisal report any adverse conditions that were observed 

during the inspection of the subject property or information that he or she became aware 

of through the normal research involved in performing an appraisal. 
 
 
 
 

B4-1.3-02, Special Appraisal Considerations for Factory- 

Built Housing (04/01/2009) 
 

 
 

Int roduction 
 

 

This topic contains information on special appraisal considerations for factory-built housing. 
 
 
 

Overview 
 

 

Factory-built housing includes manufactured homes, modular homes, and other types of 

prefabricated housing. 

 
Fannie Mae purchases mortgages secured by factory-built housing that: 

 

 

Å  is designed as a one-family dwelling, 
 

 

Å  assumes the characteristics of site-built housing, 
 

 

Å  is legally classified as real property, 
 

 

Å  is permanently affixed to a foundation system that is appropriate for the soil conditions of the 

site, and 

 
Å  is designed to meet local and state codes. 

 

 

For appraisal requirements concerning manufactured housing, see Section B5-2.3, Manufactured 

Housing. 
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B4-1.3-03, Special Appraisal Considerations for Modular, 

Prefabricated, Panelized, or Sectional Housing (04/01/2009) 
 
 

Int roduction 
 
This topic contains information on special appraisal considerations for modular, prefabricated, 

panelized, or sectional housing, including: 
 

Å Acceptable Modular Homes 
 
Å Appraisal Requirements for Modular Homes 

 
Å Acceptable Prefabricated, Panelized, or Sectional Housing 

 
Å Appraisal Requirements for Prefabricated, Panelized, or Sectional Housing 

 
 

Acceptable Modular  Homes 
 
Fannie Mae purchases loans secured by modular homes built in accordance with the Uniform 

Building Code administered by state agencies responsible for adopting and administering 

building code requirements for the state in which the modular home is installed. 
 

Fannie Mae does not have minimum requirements for width, size, roof pitch, or any other 

specific construction detail for modular homes. Each such home must have sufficient square 

footage and room dimensions to be acceptable to typical purchasers in the subject market area. 
 
 

Appraisal Requirements for  Modular  Homes 
 
The appraiser must be familiar with the features that affect the quality of the home and must 

include this information in the appraisal if  necessary to support his or her opinion of value. 
 

The appraisal must address both the marketability and comparability of modular homes. 
 
The appraiser must include the most appropriate comparable sales to support the opinion of value 

for the subject property. 
 

The process of selecting comparable sales for factory-built housing is generally the same as 

that for selecting comparable sales for site-built housing. When the subject property is modular, 

prefabricated, panelized, or sectional housing, Fannie Mae does not require that one or more of 

the comparable sales be the same type of factory-built housing, although using comparable sales 

of similar types of homes generally enhances the reliability of the appraiserôs opinion of value. 
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Acceptable Prefabricated, Panelized, or Sectional Housing 
 
Fannie Mae purchases loans secured by prefabricated, panelized, or sectional housing. These 

properties do not have to satisfy HUDôs Federal Manufactured Home Construction and Safety 

Standards or the Uniform Building Codes that are adopted and administered by the state in which 

the home is installed. 
 

Fannie Mae does not have minimum requirements for width, size, roof pitch, or any other 

specific construction detail for prefabricated, panelized, or sectional housing. Each such home 

must have sufficient square footage and room dimensions to be acceptable to typical purchasers 

in the subject market area. 
 
 

Appraisal Requirements for  Prefabricated, Panelized, or Sectional Housing 
 
The appraiser must be familiar with the features that affect the quality of the home and must 

include this information in the appraisal if  necessary to support his or her opinion of value. 
 

The appraisal must address both the marketability and comparability of prefabricated, panelized, 

or sectional homes. 
 

The appraiser must include the most appropriate comparable sales to support the opinion of value 

for the subject property. 
 

The process of selecting comparable sales for factory-built housing is generally the same as 

that for selecting comparable sales for site-built housing. When the subject property is modular, 

prefabricated, panelized, or sectional housing, Fannie Mae does not require that one or more of 

the comparable sales be the same type of factory-built housing, although using comparable sales 

of similar types of homes generally enhances the reliability of the appraiserôs opinion of value. 
 
 
 

B4-1.3-04, Special Appraisal Considerations for Mixed-Use 

Properties (04/01/2009) 
 
 

Int roduction 
 
This topic contains information on special appraisal considerations for mixed-use properties, 

including: 
 

Å Fannie Mae Acceptance of Mixed-Use Properties 
 
Å Appraisal Requirements for Mixed-Use Properties 
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Fannie Mae Acceptance of Mixed-Use Properties 
 

Fannie Mae purchases or securitizes mortgage loans secured by properties that have a business 

use in addition to their residential use provided special eligibility criteria are met. Examples 

include, but are not limited to, properties with space set aside for day care facilities, beauty or 

barber shops, doctorôs offices, and small neighborhood groceries or specialty stores. 
 

Lenders must make sure that the mixed-use criteria are considered and adequately addressed in 

the assessment of the property. 
 

For eligibility criteria, see B2-3-01, Occupancy Type Requirements. 
 
 

Appraisal Requirements for  Mixed-Use Properties 
 

The table below describes lender requirements pertaining to appraisals for mixed-use properties. 
 

 
 

Lenders must ensure that é 

 Appraisers provide an adequate description of the mixed-use characteristics of the 

subject property. 

 The mixed use of the property represents a legal, permissible use of the property 

under the local zoning requirements. 

 The market value of the property is primarily a function of its residential 

characteristics, rather than of the business use or any special business-use 

modifications that were made. 

 
 

 B4-1.3-05, Special Appraisal Considerations for Properties 

in Special Assessment Districts (04/01/2009) 
 
 

Int roduction 
 

This topic contains information on special appraisal considerations for properties in special 

assessment districts, including: 
 

Å Lender Appraisal Responsibilities Related to Special Assessment or Community Facilities 

Districts 
 

Å Evaluating Properties in Special Assessment or Community Facilities Districts 
 

Å Lender Requirements Pertaining to Community Facilities Districts 
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Lender Appraisal Responsibilities Related to Special Assessment or Community Facilities 

Districts 
 
A community facilities district is a district in which a special tax is created to fund a wide variety 

of public improvements, as well as the ongoing operation and maintenance costs of a limited 

number of public services. 
 
Lenders must: 

 
Å  know whether a property is located in a special assessment district or a community facilities 

district and the effect this has on the marketability of the subject property, 
 
Å  be aware of the effect that assessments levied by the district could have on property values, 

and 
 
Å  ensure that appraisers give special consideration to the valuation of properties located in these 

districts. 
 
 

Evaluating Properties in Special Assessment or Community Facilities Districts 
 
The table below provides conditional considerations when evaluating properties in special 

assessment or community facilities districts. 
 
If é Then é 

the property being appraised is located in a 

special assessment district, 

lenders must require appraisers to report on any 

special assessments that affect the property. 

If the special assessment district is 

experiencing financial difficulty and that 

difficulty has an effect on the value or 

marketability of the subject property, 

lenders must ensure that appraisers: 
 
Å  reflect the difficulty in the analysis, 
 
Å  note the difficulty and impact in the 

appraisal report, 
 
Å  reflect market reaction to the potential 

liabilities that may arise within a financially 

troubled special assessment districts, 
 
Å  consider the following within the district: 
 
ï  current and expired listings of properties 

for sale, 
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If é Then é 

 ï  pending contract sales, and 
 
ï  recent closed sales. 

If financial difficulty of a special assessment 

district is so severe that its actual effect on the 

value and marketability of a property is not 

measurable because there are no comparable 

market data available to enable the appraiser to 

arrive at a reliable opinion of market value 

the mortgage secured by such property will  not 

be eligible for delivery to Fannie Mae until an 

active market develops enabling the appraiser 

to demonstrate the value and marketability of 

the subject property. 

 

 
 

Lender Requirements Pertaining to Community Facilities Districts 
 

 

The table below lists lender requirements pertaining to community facilities districts. 
 

 
 

 
 

Requirement 

 Lender originating mortgages in community facilities districts must disclose to the 

appraiser any information that it becomes aware of regarding special assessments on 

a given property. 

 Lender must caution appraisers about the need to be aware of whether the subject 

property and the comparable sales are located within or affected by a community 

facilities district. 

 
Note: Properties subject to an assessment by one of these districts often 

compete against properties that are either subject to a significantly different 

special assessment or to no assessment at all. 

 Lender must ensure that appraisers: 
 
Å  consider the reaction of the market, if  any, to the assessment for the applicable 

community facilities district by analyzing similarly affected comparable sales; 

and 
 
Å  note the effect of the assessment in the appraisal report. 
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B4-1.3-06, Special Appraisal Considerations for Properties 

Subject to Leasehold Interests (04/01/2009) 
 

 
 

Int roduction 
 
This topic contains information on special appraisal considerations for properties subject to 

leasehold interests. 
 

 
Appraisal Requirements Pertaining to Leasehold Interests 

 
The table below lists appraiser requirements for leasehold interest properties. 

 

 

 
 

Requirements 

 Appraisers must develop a thorough, clear, and detailed narrative that identifies the 

terms, restrictions, and conditions regarding lease agreements or ground leases: 
 
Appraisers must include this information as an addendum to the appraisal report. 

 Appraisers must discuss the effect, if  any, the lease agreement or ground lease has 

on the value and marketability of the subject property. 

 The appraiserôs sales comparison approach to value must use comparable property 

sales that have similar leasehold interests. 

 When there are sufficient numbers of closed comparable property sales with similar 

leasehold interests available, the appraiser should: 
 
Å  use the property sales in the analysis of market value of the leasehold estate for 

the subject property, and 
 
Å  report the property sales in the ñsales comparison analysisò grid on the applicable 

appraisal report form. 

 If comparable sales with the same lease terms and restrictions are not available, 

appraisers may use sales of similar properties with different lease terms or, if 

necessary, sales of similar properties that were appraised as fee simple estates. 
 
Appraisers must explain why the use of these sales is appropriate, and make 

appropriate adjustments on the ñsales comparison analysisò grid to reflect the 

market reaction to the different lease terms or property rights appraised. 
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B4-1.3-07, Special Appraisal Considerations for Units in 

Co-op Projects (04/01/2009) 
 
 

Int roduction 
 
This topic contains information on special appraisal considerations for units in co-op projects, 

including: 
 

Å Co-op Corporation 
 
Å Co-op Interest 

 
Å Determining the Value of the Co-op Interest 

 
Å Appraisal Requirements for Co-op Share Loans 

 
 

Co-op Corporation 
 
A co-op corporation holds title to a co-op project and grants occupancy rights to particular 

apartments or units to shareholders through proprietary leases or similar arrangements. 
 
 

Co-op Interest 
 
The co-op interest is the co-op shares or other evidence of an ownership interest in the co-op 

corporation and the accompanying occupancy rights; excluding the co-op interestôs pro rata 

share of the debt service of the blanket mortgage. 
 

In other words, the co-op interest is the equity portion that is over and above the pro rata share of 

the blanket mortgage(s). 
 
 

Determining the Value of the Co-op Interest 
 
Appraisers must develop an opinion of the market value of the co-op interest when evaluating 

co-op units. 
 

To determine the value of the co-op interest, appraisers must consider and report, among other 

things, the information listed below: 
 

Å  the number of shares attributable to the unit; 
 
Å  the number of shares issued and outstanding for the co-op corporation; 
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Å  the name of the lienholder, the lien position, and the amount and repayment terms of all 

project blanket financing; 
 
Å  the pro rata share of the blanket mortgage payments that are attributable to the unit, as 

determined by dividing the number of shares attributable to the unit by the total number of 

project shares; 
 
Å  the pro rata share of each lien that is attributable to the unit; 

 
Å  any tax abatements or exemptions that are attributable to the unit; 

 
Å  the remaining term for any tax abatements or exemptions and provisions for escalation of real 

estate taxes, which is the dollar amount by which the taxes will  increase and the year in which 

the increase will  occur; 
 
Å  any monthly maintenance fees, including: 

 
ï  utility charges, if  they are part of these fees; 

 
ï  monthly special assessments; 

 
ï  ground rent; 

 
ï  other fees for the use of the facilities that are attributable to the unit; and 

 
ï  the fee type, amount, and term (if  applicable) of those other fees. 

 
This information can be developed through Request for Cooperative Project Information (Form 

1074), if the management agent, co-op board, or project sponsor/developer uses the form to 

respond to lender or appraiser inquiries for project information. 
 
When Form 1074 is used, appraisers may either transcribe the appropriate information to the 

applicable appraisal report or attach the form to the report as an addendum. 
 
 

Appraisal Requirements for  Co-op Share Loans 
 
The table below provides requirements lenders must fulfill  upon review of appraisals for co-op 

share loans. 

 

 
 

Lenders must ensure that appraisers meet the following requirements: 

 Appraisers must use reliable sources to obtain data on the co-op project, the 

individual subject unit, and the comparable properties. 

http://www.efanniemae.com/sf/formsdocs/forms/1074.jsp
http://www.efanniemae.com/sf/formsdocs/forms/1074.jsp
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Lenders must ensure that appraisers meet the following requirements: 

 Appraisers must indicate the name of each source in the appraisal report or in an 

addendum to the appraisal report. 

 Appraisers must address factors that could result in an increase to the monthly debt 

service for the subject unit. 

 For comparison purposes, appraisers should indicate in the ñsales comparison 

analysisò adjustment grid the dollar amount of the monthly assessments for each of 

the comparable sales. 

 Appraisers must report the value of the co-op interest, excluding its pro rata share 

of the blanket mortgage(s). 

Note: This value reflects the market value for the co-op interest of the unit. 

For example, when the indicated value of the unit encumbered by the blanket 

mortgage(s) is $100,000 and its pro rata share of the blanket mortgage(s) is 

$25,000, the value estimate that the appraiser should report for the co-op interest of 

the unit is $75,000. 

 Appraisers must certify in the appraisal report that the pro rata share of the blanket 

mortgage(s) on the real estate has not been included in the opinion of the market 

value of the co-op interest. 

 Appraisers must comment on the acceptance of housing co-ops in the market 

area. The degree of acceptance generally is reflected in the availability of similar 

comparable sales data for co-op units. 
 
If there is limited market acceptance of the co-op form of ownership, or if  co-op 

forms of ownership are relatively new in the market area, appraisers must address 

any effect that has on the marketability and value of the unit that is being appraised. 

 Appraisers must compare the subject unit to the general market area and other units 

in the subject co-op project. 
 

 
Note: This comparison should help demonstrate market acceptance of co-op 

units in the area. 
 
If submission of more than three required comparable sales is appropriate to 

support the market value opinion, appraisers must submit other comparable salesð 

including contracts for saleðas additional supporting data. 
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Lenders must ensure that appraisers meet the following requirements: 

 Comparable sales must be from similar types of projectsðtownhouses, mid-rise, 

high-rise, etc.ðthat have similar common amenities and recreational facilities. 

 Appraisers should use sales of co-op units as comparables. 
 
However, appraisers may use condo units as comparables sales if  co-op unit sales 

are not available, provided the appraiser explains why those types of comparables 

were used. 

 Appraisers must adjust the condo comparables to reflect the reaction of the market 

to the co-op unit when there is a preference for condo ownership in the subject 

market area. 

 If the subject property is a unit in a new or recently converted co-op project, 

appraisers should select as comparables: 
 
Å  one closed or settled sale from the subject project (if  one is available), and 
 
Å  two closed or settled sales from outside of the project. 

 If closed or settled sales are not available in the subject project, appraisers must use 

comparable sales from competing projects. 

 When the subject property is a unit in an established co-op projectðone that has 

resale activityðappraisers should use the following as comparables: 
 
Å  two closed or settled sales from within the subject project (if  available), and 
 
Å  one closed or settled sale from a competing project. 

 

 
 
 

B4-1.3-08, Special DU Property Fieldwork Requirements 

for Foreclosure and REO Properties (10/30/2009) 
 

 
 

Int roduction 
 

 

This topic contains information on DU property fieldwork requirements for previously 

foreclosed and REO properties. 
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Special DU Property Fieldwork  Requirements for  Foreclosure and REO Properties 
 
Property foreclosures result in some REO properties being neglected or sitting vacant for an 

extended period of time before they are sold to new homeowners. In these cases an exterior-only 

property inspection or appraisal may not provide the most accurate assessment of the condition of 

the property. 
 
For properties underwritten through DU, lenders must obtain an appraisal based on an interior 

and exterior property inspection for purchase transactions when the transaction is the result 

of the sale of an REO property, or the last transaction on the property being purchased was a 

foreclosure. 
 
 
Related Announcements 

 
The table below provides references to the Announcements and Release Notes that have been 

issued that are related to this topic. 

 
Announcements and Release Notes Issue Date 

DU 7.1 December Update October 16, 2008 

http://www.efanniemae.com/sf/guides/duguides/dureleasenotes/
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Section B4-1.4, Appraisal Report Assessment 
 
 
 
 
 

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

 
 

Int roduction 

 
This topic contains information on reviewing the appraisal report, including: 

 
Å Mandatory Appraisal Report Analysis 

 
Å Lender Responsibilities Pertaining to Appraisal Report Review 

 

 
 

Mandatory Appraisal Report Analysis 

 
The lender must perform an underwriting analysis of the: 

 
Å  current contract for sale for purchase money transactions; 

 
Å  current offering or listing for sale for both purchase and refinance transactions; 

 
Å  comparable sales for both purchase and refinance transactions; 

 
Å  current ownership for the subject property; and 

 
Å  when the information is reasonably available, the sale or transfer history of the subject 

property and of comparable sales for both purchase and refinance transactions. 
 

 
 

Lender Responsibilities Pertaining to Appraisal Report Review 

 
When a new appraisal is required for a mortgage that a lender delivers to Fannie Mae, the lender 

must perform an underwriting analysis of: 

 
Å  the appraisal report to ensure that the report is of professional quality and is prepared in a way 

that is consistent with Fannie Mae's appraisal standards. See B4-1.4-21, Appraisal Report 

Review: Valuation Analysis and Final Reconciliation, for guidance on addressing appraisal 

deficiencies; 
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Å  the property based on the appraisal; 

 
Å  the propertyôs acceptability as security for the mortgage requested in view of its value and 

marketability; 

 
Å  the current contract for sale for the subject property for purchase money transactions; 

 
Å  the current offering or listing for sale for the subject property for both purchase and 

refinancing transactions, if  applicable; 

 
Å  the current ownership for the subject property for both purchase and refinance transactions; 

 
Å  the sale or transfer history of the subject property, and comparable sales for both purchase and 

refinance transactions; 

 
Å  the sale(s) of the subject property and the sale price trend in relation to the appraiserôs opinion 

of value to confirm that they are reasonable and representative of the market. 
 

 
 
 

B4-1.4-02, Appraisal Report Review: Urban Properties 

(04/01/2009) 
 

 
 

Int roduction 

 
This topic contains information on special appraisal considerations for urban properties, 

including: 

 
Å Appraisal Considerations for Urban Properties 

 
Å Appraisal Requirements for Urban Properties 

 

 
 

Appraisal Considerations for  Urban Properties 

 
Block-by-block underwriting and appraisal analysis is acceptable in cases in which rehabilitation 

has started in the block in which the subject property is located (or in facing blocks that are 

visible to the property), but has not yet spread to the rest of the neighborhood. 

 
This enables appraisers and lenders to place weight on the positive influences of the 

rehabilitation efforts. 



Printed copies may not be the most current version. For the most current version, go to the online version at 

http://ww w.efanniemae.com/sf/guides/ssg/. 545 

Part B, Origination Through Closing 

Subpart 4, Underwriting Property 

Chapter 1, Appraisal Guidelines, Appraisal Report Assessment 

December 20, 2011  

 

 
 
 
 
 
 

Appraisal Requirements for  Urban Properties 
 
The table below describes lender requirements pertaining to appraisals for urban properties. 

 

 
 

Lenders must ensure that é 

 appraisers demonstrate that local market conditions make block-by-block analysis 

appropriate; 

 appraisers analyze and use comparable sales of not only less similar properties 

from the subject neighborhood but also from competing neighborhoods if  there 

is a lack of comparable sales in the neighborhoodðeither because of the level of 

rehabilitation or the relatively low number of sales transactions. 
 

 
 

 B4-1.4-03, Appraisal Report Review: Property Location 

(04/01/2009) 
 

 
Int roduction 

 
This topic contains information on property location, including: 

 
Å Property Location 

 
Å Adjoining Properties 

 
Å Properties with Outbuildings 

 

 
Property Location 

 
Fannie Mae will  purchase or securitize mortgages that are secured by residential properties in 

urban, suburban, or rural areas. 
 
To be eligible for purchase or securitization, mortgage loans must be secured by properties that 

are residential in natureðbased on the characteristics of the subject property, zoning, and the 

present land use. 
 
Fannie Mae does not purchase or securitize mortgages on the following property types: 

 
Å  agricultural-type properties such as farms, orchards, or ranches, 
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Å  undeveloped land, 
 
Å  land development-type properties, 

 
Å  properties that are not suitable for year-round occupancy regardless of location, and 

 

 

Note: Certain aspects of the location of a property will  require special consideration. 

For example, properties in resort areas that attract people for seasonal or vacation use 

are acceptable only if  they are suitable for year-round use. 
 
Å  properties that are not readily accessible by roads that meet local standards. 

 

 
Adjoining  Properties 

 
Appraisers must consider present or anticipated uses of adjoining properties that may adversely 

affect the value or marketability of the subject property. 
 

 
Properties with  Outbuildings 

 
Properties with outbuildings require special consideration in the underwriting and appraisal 

review. 

 
Type of Outbuilding  Acceptability 

Minimal outbuildingsðsuch as small barns 

or stablesðthat are of relatively insignificant 

value in relation to the total appraised value of 

the subject property. 

The property is acceptable provided the 

outbuildings are typical of other residential 

properties in the subject area. 

A small barn or stable. The appraiser must demonstrate that the 

improvements are typical of properties for 

which an active, viable residential market 

exists, and must present similar improvements 

in comparable sales. 

An atypical minimal outbuilding. The property is acceptable provided the 

appraiserôs analysis reflects little or no 

contributory value for it. 

Significant outbuildings, such as silos, large 

barns, storage areas, or facilities for farm-type 

animals. 

The presence of the outbuildings may indicate 

that the property is agricultural in nature. 

The lender must determine whether the 

improvements are residential or agricultural 
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Type of Outbuilding  Acceptability 

 in nature, regardless of whether the appraiser 

assigns value to the outbuildings. 

 
 
 

B4-1.4-04, Appraisal Report Review: Trend of 

Neighborhood Property Values, Demand/Supply, and 

Marketing Time (10/30/2009) 
 
 

Int roduction 
 
This topic contains information on the trend of neighborhood property values, demand/supply, 

and marketing time, including: 
 
Å Overview 

 
Å Market Conditions Addendum to the Appraisal Report (Form 1004MC) 

 
Å Assessment of Market Conditions 

 
 

Overview 
 
The appraiser must report the primary indicators of market condition for properties in the subject 

neighborhood as of the effective date of the appraisal by noting: 
 

Trend of Property Values Supply of Properties in the 

Subject Neighborhood 

Marketing  Time for  

Properties 

Å  increasing, 
 
Å  stable, or 
 
Å  declining. 

Å  shortage, 
 
Å  in-balance, or 
 
Å  over-supply. 

Å  under three months, 
 
Å  three to six months, or 
 
Å  over six months. 

 
 

Note: The appraiser must provide their conclusions for the reasons a market is 

experiencing declining property values, an over-supply of properties, or marketing times 

over six months. 
 
The appraiserôs analysis of a property must take into consideration all factors that affect value. 

Because Fannie Mae purchases mortgages in all markets, this is particularly important for market 
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areas that are experiencing significant fluctuations in property values including sub-markets for 

particular types of housing within the market area. 
 

 
Market Conditions Addendum to the Appraisal Report (Form 1004MC) 

 
Form 1004MC is required for all mortgage loans delivered to Fannie Mae with appraisals of 

one- to four-unit properties. It is intended to provide the lender with a clear and accurate 

understanding of the market trends and conditions prevalent in the subject neighborhood. For 

additional information concerning Form 1004MC, see B4-1.2-06, Appraisal Forms and Report 

Exhibits. 
 

 
Assessment of Market  Conditions 

 
If the lender determines the property is located within a declining market, the lender must ensure 

that current market conditions are identified and analyzed in the valuation process and described 

in the appraisal report. 
 

 
Related Announcements 

 
The table below provides references to the Announcements that have been issued that are related 

to this topic. 

 
Announcements Issue Date 

Announcement 09ï19 June 8, 2009 

Announcement 08ï30 November 14, 2008 

 
 

 

B4-1.4-05, Appraisal Report Review: Site Analysis 

Parameters (10/30/2009) 
 

 
 

Int roduction 
 
This topic contains information on site analysis parameters, including: 

 
Å Site Analysis Parameters 

 
Å Evaluating the Subject Property Site 

http://www.efanniemae.com/sf/formsdocs/forms/1004mc.jsp
http://www.efanniemae.com/sf/guides/ssg/2009annlenltr.jsp
http://www.efanniemae.com/sf/guides/ssg/2008annlenltr.jsp
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Site Analysis Parameters 

 
The subject property site should generally conform to and be acceptable in the market area in 

terms of size, shape, and topography. 

 
The appraisal must include the actual size of the site and not a hypothetical portion of the site for 

the subject property. 
 

 

Example 
 
The appraiser may not appraise only 5 acres of an unsubdivided 40ïacre parcel. The appraised 

value must reflect the entire 40ïacre parcel. 

 
In addition, the property must have comparable utilities, street improvements, adequate vehicular 

access, and other amenities. 
 

 

Note: Subject property amenities, easements, and encroachments must be reflected in 

the appraisal analysis and evaluation since they can either detract from or enhance the 

marketability of a site. 
 

 
 

Evaluating the Subject Property Site 

 
If the site has adverse or atypical conditions for the neighborhood, the appraisal must provide 

comments on the conditions. 

 
If there is market resistance to a property because its site is not compatible with the 

neighborhood or with the requirements of the competitive market, lenders are expected to 

underwrite the mortgage loan more carefully and, if  appropriate, impose more conservative 

mortgage terms. 
 

 
 

Related Announcements 

 
The table below provides references to the Announcements that have been issued that are related 

to this topic. 
 
 

Announcements Issue Date 

Announcement 08ï30 November 14, 2008 

http://www.efanniemae.com/sf/guides/ssg/2008annlenltr.jsp
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B4-1.4-06, Appraisal Report Review: Subject Property 

Zoning (12/01/2010) 
 
 

Int roduction 
 

This topic contains information on subject property zoning, including: 
 

Å Subject Property Zoning 
 

Å Permissible Use of Land 
 

Å Highest and Best Use 
 
 

Subject Property Zoning 
 

Lenders must ensure that the specific zoning class has been reported in the appraisal, along with 

a general statement as to what the zoning permits. 
 

The appraisal must include a statement that the subject property presents a legal conforming use, 

a legal non-conforming (grandfathered) use, or an illegal use under the zoning regulations; or 

that there is no local zoning. 
 
 

Permissible Use of Land 
 

Fannie Mae does not purchase or securitize mortgage loans on properties if  the improvements do 

not constitute a legally permissible use of the land. 
 

Certain exceptions to this policy are made provided the property is appraised and underwritten 

in accordance with the special requirements imposed as a condition to agreeing to make the 

exception. 
 

Property Type Loan Eligible for  Purchase or Securitization 

by Fannie Mae? 

A property that is subject to certain land- use 

regulations, such as coastal tideland or 

wetland laws that create setback lines or other 

provisions that prevent the reconstruction or 

maintenance of the property improvements if 

they are damaged or destroyed. 

No. 

A property that represents a legal, but non- 

conforming, use of the land and the appraisal 

Yes, if  the mortgage is secured by a one- to 

four-unit property or a unit in a PUD project. 
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Property Type Loan Eligible for  Purchase or Securitization 

by Fannie Mae? 

analysis reflects any adverse effect that the 

non-conforming use has on the value and 

marketability of the property. 

 

A property where the improvements from a 

project that represents a legal, but non- 

conforming, use of the land only can be rebuilt 

to current density in the event of partial or full 

destruction. 

Yes, Fannie Mae will  purchase or securitize 

a condo unit mortgage or co-op share loan, 

provided the mortgage file includes either a 

copy of the applicable zoning regulations or 

a letter from the local zoning authority that 

authorizes reconstruction to current density. 

A one- or two-unit property that includes an 

illegal additional unit or accessory apartment 

(sometimes referred to as a mother-in-law, 

mother-daughter, or granny unit). 

Yes, provided that: 
 
Å  The illegal use conforms to the subject 

neighborhood and to the market. 
 
Å  The property is appraised based upon its 

current use. 
 
Å  The borrower qualifies for the mortgage 

without considering any rental income from 

the illegal unit. 
 
Å  The appraisal must report that the 

improvements represent an illegal use. 
 
Å  The appraisal report must demonstrate that 

the improvements are typical for the market 

through an analysis of at least three 

comparable properties that have the same 

illegal use. 
 
Å  The lender ensures that the existence of the 

illegal additional unit will  not jeopardize 

any future hazard insurance claim that might 

need to be filed for the property. 

A three- to four-unit property that includes an 

illegal accessory apartment. 

No. 
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Highest and Best Use 

 
If the current improvements clearly do not represent the highest and best use of the site as 

an improved site, the appraiser must so indicate on the appraisal report. Fannie Mae will  not 

purchase or securitize a mortgage that does not represent the highest and best use of the site. 
 

 
 

Related Announcements 

 
The table below provides references to the Announcements that have been issued that are related 

to this topic. 
 
 

Announcements Issue Date 

Announcement SEL-2010ï06 December 1, 2010 
 

 
 
 

B4-1.4-07, Appraisal Report Review: Site Utilities 

(04/01/2009) 
 

 
 

Int roduction 

 
This topic contains information on site utilities. 

 

 
 

Site Utilities  

 
For mortgage loans to be eligible for purchase or securitization, the utilities of the property must 

meet community standards, be adequate, be in service, and be accepted by area residents. 

 
If public sewer and/or water facilitiesðthose that are supplied and regulated by the local 

governmentðare not available, community or private well and septic facilities must be available 

and utilized by the subject property. The owners of the subject property must have the right to 

access those facilities, which must be viable on an ongoing basis. 

 
Generally, private well or septic facilities must be located on the subject site. However, if 

inhabitants of the subject property have the right to access off-site private facilities and there is 

an adequate, legally binding agreement for access and maintenance, then off-site private facilities 

are acceptable. 

http://www.efanniemae.com/sf/guides/ssg/2010annlenltr.jsp
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If there is market resistance to an area because of environmental hazards or any other conditions 

that affect well, septic, or public water facilities, the appraisal must address the effect of the 

hazards on the marketability and value of the subject property (see B4-1.3-01, Special Appraisal 

Considerations for Properties Affected by Environmental Hazards). 
 

 
 
 

B4-1.4-08, Appraisal Report Review: Off-Site 

Improvements (04/01/2009) 
 

 
 

Int roduction 
 
This topic contains information on off-site improvements, including: 

 
Å Off-Site Improvements 

 
Å Evaluating Off-Site Improvements 

 
Å Community-Owned or Privately Maintained Streets 

 

 
Off -Site Improvements 

Off-site improvements include streets, alleys, sidewalks, curbs and gutters, street lights, etc. 

The subject property should front on a publicly dedicated and maintained street that meets 

community standards and is generally accepted by area residents. 
 

 
Evaluating Off -Site Improvements 

 
If a property fronts on a street that is not typical of those found in the community, the appraiser 

must address the effect of that location on the marketability and value of the subject property. 

 
The presence of sidewalks, curbs and gutters, street lights, and alleys depends on local customð 

if  they are typical in the community, they should be present on the subject site. 
 

 
Community-Owned or Privately Maintained Streets 

 
If the property is located on a community-owned or privately-owned and maintained street, an 

adequate, legally enforceable agreement or covenant for maintenance of the street is required. 
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The agreement or covenant should include the following provisions and be recorded in the land 

records of the appropriate jurisdiction: 

 
Å  responsibility for payment of repairs, including each partyôs representative share; 

 
Å  default remedies in the event a party to the agreement or covenant fails to comply with his or 

her obligations; and 

 
Å  The effective term of the agreement or covenant, which in most cases should be perpetual and 

binding on any future owners. 
 

 
 

Note: If the property is located within a state that has statutory provisions that define the 

responsibilities of property owners for the maintenance and repair of a private street, no 

separate agreement or covenant is required. 

 
If the property is not located in a state that imposes statutory requirements for maintenance, and 

either there is no agreement or covenant for maintenance of the street, or an agreement or 

covenant exists but does not meet the requirements listed above, the lender must indemnify 

Fannie Mae for any losses or expenses it may incur due to the physical condition of the street or 

in order to establish and/or retain access thereto. 
 

 
 
 

B4-1.4-09, Appraisal Report Review: Special Flood Hazard 

Area (04/01/2009) 
 

 
 

Int roduction 

 
This topic contains information on special flood hazard areas. 

 

 
 

Special Flood Hazard Areas 

 
Fannie Maeôs appraisal report forms provide an area for the appraiser to indicate whether the 

property is located in a Special Flood Hazard Area that is identified on the Federal Emergency 

Management Agencyôs (FEMA) Flood Insurance Rate Maps. 

 
Flood insurance is required if  any part of the principal structure is located in the following 

Special Flood Hazard Area zones: A, AE, AH, AO, AR, A1-30, A-99, V, VE, VO, or V1-30. 

http://www.fema.gov/
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B4-1.4-10, Appraisal Report Review: Improvements 

Analysis Overview (04/01/2009) 
 
 
 

Int roduction 
 

 

This topic contains information on improvements analysis, including: 
 

 

Å Improvements Analysis Requirements 
 

 

Å Remaining Economic Life 
 
 
 

Improvements Analysis Requirements 
 

 

The appraisal must provide a clear, detailed, and accurate description of the improvements that is 

consistent with the level of fieldwork required in connection with the appraisal assignment. It must 

be as specific as possible, commenting on such things as needed repairs, additional features, 

modernization, etc., and should provide supporting addenda, if  necessary. If the subject property 

has an accessory apartment, the appraisal should describe it. 
 

 
 

Remaining Economic Life  
 

 

Fannie Mae does not require the mortgage term to have any correlation to the remaining 

economic life of the property. 

 
However, related property deficiencies must be discussed in the sections of the appraisal report 

that address the improvements analysis and comments on the condition of the property. 

 
Fannie Maeôs appraisal report forms are designed to meet the needs of several different user 

groups; consequently, the forms address the remaining economic life for the property being 

appraised, but appraisers are not required to report this. 

 
If appraisers report this information, lenders do not need to consider remaining economic life 

because any related property deficiencies will  be discussed in the sections of the appraisal report 

that address the improvements analysis and comments on the condition of the property. 
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B4-1.4-11, Appraisal Report Review: Conformity of 

Improvements to Neighborhood (04/01/2009) 
 
 
 

Int roduction 
 

 

This topic contains information on conformity of improvements to the neighborhood. 
 
 
 

Conformity  to Neighborhood 
 

 

Special consideration must be given to properties that represent special or unique housing for the 

subject neighborhood. 

 
On a case-by-case basis, lenders must determine whether there is sufficient information to 

develop a reliable opinion of market value. 
 
 
 
 

B4-1.4-12, Appraisal Report Review: Actual and Effective 

Ages of the Improvements (10/25/2011) 
 
 
 

Int roduction 
 

 

This topic contains information on actual and effective ages of the improvements. 
 
 
 

Age of Improvements (Year Built)  
 

 

Fannie Mae does not place a restriction on the actual age of the dwelling. Older dwellings that 

meet Fannie Maeôs general requirements are acceptable. Improvements for all properties must 

be of the quality and condition that will  be acceptable to typical purchasers in the subject market 

area. 

 
When adjustments are made to the appraisal for the year built, whether those adjustments are 

made for the actual age or for the effective age of the subject property, the appraiser must provide 

an explanation for the adjustments. 
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Related Announcements 
 

 

The table below provides references to the Announcements that have been issued that are related 

to this topic. 
 

 
Announcements Issue Date 

Announcement SEL-2011ï11 October 25, 2011 

Announcement 08ï30 November 14, 2008 

 

 
 
 

B4-1.4-13, Appraisal Report Review: Insulation and 

Energy Efficiency of the Improvements (04/01/2009) 
 
 
 

Int roduction 
 

 

This topic contains information on insulation and energy efficiency of the improvements. 
 
 
 

Insulation and Energy Efficiency of the Improvements 
 

 

An energy-efficient property is one that uses cost-effective design, materials, equipment, and site 

orientation to conserve nonrenewable fuels. 

 
Special energy-saving items must be recognized in the appraisal process. The nature of these 

items and their contribution to value will  vary throughout the country because of climactic 

conditions and differences in utility costs. 

 
Appraisers must compare energy-efficient features of the subject property to those of comparable 

properties in the ñsales comparison analysisò grid to ensure that the overall contribution of these 

items is reflected in the market value of the subject property. 

http://www.efanniemae.com/sf/guides/ssg/2011annlenltr.jsp?referrer=frpromo
http://www.efanniemae.com/sf/guides/ssg/2008annlenltr.jsp
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B4-1.4-14, Appraisal Report Review: Layout, Floor Plans, 

and Gross Building and Living Areas (04/01/2009) 
 
 

Int roduction 
 

This topic contains information on layout, floor plans, and gross building and living areas, 

including: 
 

Å Overview 
 

Å Minimum Size 
 

Å Evaluating Above-Grade Room Count 
 

Å Below-Grade Areas 
 

Å Appropriate Above-Grade and Below-Grade Comparisons 
 

Å Gross Building Area 
 
 

Overview 
 

Dwellings with unusual layouts, peculiar floor plans, or inadequate equipment or amenities 

generally have limited market appeal. 
 

A review of the room list and floor plan for the dwelling unit may indicate an unusual layoutð 

such as bedrooms on a level with no bath, or a kitchen on a different level from the dining room. 
 

The appraisal must include appropriate adjustments based on how the subject compares to the 

comparable sales. 
 
 

Minimum  Size 
 

Fannie Mae does not specify minimum size or living area requirements for properties (with the 

exception of Manufactured Housing; see Section B5-2.3, Manufactured Housing). 
 
 

Evaluating Above-Grade Room Count 

The most common comparison for one-unit properties is the above-grade gross living area. 

Appraisers must be consistent when calculating and reporting finished above-grade room count 

and square footage for the gross living area above-grade. 
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A level is considered below-grade if  any portion of it is below-gradeðregardless of the quality 

of its finish or the window area of any room. A walk-out basement with finished rooms would 

not be included in the above-grade room count. 
 

For units in condo or co-op projects, the appraiser must use interior perimeter unit dimensions to 

calculate the gross living area. In all other instances, the appraiser must use the exterior building 

dimensions per floor to calculate the above-grade gross living area of a property. 
 

The following must be observed when calculating and reporting above-grade room count and 

square footage for the gross living area: 
 

Å  Only finished above-grade areas can be used in calculating and reporting of above-grade room 

count and square footage for the gross living area. 
 

Å  Garages and basements, including those that are partially above-grade, must not be included in 

the above-grade room count. 
 
 

Below-Grade Areas 
 

Rooms that are not included in the above-grade room count may add substantially to the value of 

a propertyðparticularly when the quality of the finish is high. 
 

The appraiser must report the basement or other partially below-grade areas separately and make 

appropriate adjustments for them on the ñbasement and finished areas below-gradeò line in the 

ñsales comparison analysisò grid. 
 
 

Appropriate Above-Grade and Below-Grade Comparisons 
 

To ensure consistency in the sales comparison analysis, appraisers must compare above-grade 

areas to above-grade areas and below-grade areas to below-grade areas. 
 

Appraisers may deviate from this approach if  the style of the subject property or any of the 

comparables does not lend itself to such comparisons. 
 

However, in such instances, the appraiser must explain the reason for the deviation and clearly 

describe the comparisons that were made. 
 
 

Gross Building Area 
 

Gross building area: 
 

Å  is the total finished area including any interior common areas, such as stairways and hallways 
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Å  is the most common comparison for two- to four-unit properties; 
 
Å  must be consistently developed for the subject property and all comparables used in the 

appraisal; 
 

Å  must include all finished above-grade and below-grade living areas, counting all interior 

common areas such as stairways, hallways, storage rooms, etc.; 
 

Å  cannot count exterior common areas such as open stairways. 
 
Fannie Mae will  accept the use of other comparisons for two- to four-unit properties (such as the 

total above-grade and below-grade areas) provided the appraiser: 
 

Å  explains the reasons he or she did not use a gross building area comparison, and 
 
Å  clearly describes the comparisons that were made. 

 
 

 

B4-1.4-15, Appraisal Report Review: Property Condition 

and Quality of Construction (07/26/2011) 
 
 

Int roduction 
 
This topic contains information on property condition and quality of construction, including: 

 
Å Property Condition 

 
Å Property Condition Disclosure to Borrower 

 
Å Property Condition Rating 

 
Å Identifying Property Condition 

 
Å Definitions of Not Updated, Updated, and Remodeled 

 
Å Appraisals Completed ñAs Isò 

 
Å Quality of Construction Rating 

 
Å Identifying Quality of Construction 

 
Å Physical Deficiencies That Affect Safety, Soundness, or Structural Integrity 

 
Å Infestation, Dampness, or Settlement 
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Property Condition 

 
Lenders must take the necessary steps to ensure that a property meets Fannie Maeôs condition 

requirements as outlined in this subsection. 

 
The table below provides the requirements for property condition. 

 
 

 
 

Requirement 

 Based on the factual data of the improvement analysis, the appraisal report must 

express an opinion about the condition of the improvements. 

 Appraisals based on interior and exterior inspections must include complete visual 

inspections of the accessible areas of the property. 

 
Note: Appraisers are not responsible for hidden or unapparent conditions. 

 Appraisal reports must reflect adverse conditions that were apparent during the 

inspection or discovered while performing researchðsuch as, but not limited to, 

needed repairs, deterioration, or the presence of hazardous wastes, toxic substances, 

or adverse environmental conditions. 

 Detrimental conditions of the improvements must be reported in the appraisal even 

if  the conditions are typical for competing properties. 

 The appraiser must consider and describe the overall condition and quality of the 

property improvements. See Identifying Property Condition; Definitions of Not 

Updated, Updated, and Remodeled; and Identifying Quality of Construction for 

details. 

 The appraiser must identify: 
 
Å  items that require immediate repair; and 
 
Å  items where maintenance may have been deferred, which may or may not require 

immediate repair. 

 The appraisal comments section must address needed repairs and physical, 

functional, or external inadequacies. 

 

 
Property Condition Disclosure to Borrower 

 
The lender must disclose all known property condition issues to the borrower so that the 

borrower may take necessary actions to address such issues. 
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Property Condition Rating 
 

 

For appraisals required to be completed with the UAD, the appraiser must assign one of the 

following standardized condition ratings to identify the condition of the improvements for the 

subject property and comparable sales. 
 

 
Rating Description 

C1 The improvements have been very recently constructed and have not previously 

been occupied. The entire structure and all components are new and the dwelling 

features no physical depreciation. 
 

 
Note: Newly constructed improvements that feature recycled materials 

and/or components can be considered new dwellings provided that the 

dwelling is placed on a 100% new foundation and the recycled materials 

and the recycled components have been rehabilitated/re-manufactured into 

like-new condition. Recently constructed improvements that have not been 

previously occupied are not considered ñnewò if  they have any significant 

physical depreciation (that is, newly constructed dwellings that have been 

vacant for an extended period of time without adequate maintenance or 

upkeep). 

C2 The improvements feature no deferred maintenance, little or no physical 

depreciation, and require no repairs. Virtually all building components are new or 

have been recently repaired, refinished, or rehabilitated. All  outdated components 

and finishes have been updated and/or replaced with components that meet current 

standards. Dwellings in this category either are almost new or have been recently 

completely renovated and are similar in condition to new construction. 

C3 The improvements are well-maintained and feature limited physical depreciation 

due to normal wear and tear. Some components, but not every major building 

component, may be updated or recently rehabilitated. The structure has been well- 

maintained. 

C4 The improvements feature some minor deferred maintenance and physical 

deterioration due to normal wear and tear. The dwelling has been adequately 

maintained and requires only minimal repairs to building components/mechanical 

systems and cosmetic repairs. All  major building components have been adequately 

maintained and are functionally adequate. 

C5 The improvements feature obvious deferred maintenance and are in need of some 

significant repairs. Some building components need repairs, rehabilitation, or 
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Rating Description 

 updating. The functional utility and overall livability is somewhat diminished due 

to condition, but the dwelling remains useable and functional as a residence. 

C6 The improvements have substantial damage or deferred maintenance with 

deficiencies or defects that are severe enough to affect the safety, soundness, 

or structural integrity of the improvements. The improvements are in need of 

substantial repairs and rehabilitation, including many or most major components. 

 
 
Identifying  Property Condition 

 
The condition rating selected for the property must reflect a holistic view of the condition of the 

property improvements. It would be inappropriate to select either a lower or higher overall rating 

on the basis of one or two minor inferior or superior areas of the property improvements. 

However, the C6 rating is an exception because it indicates that the property is impacted by one 

or more deficiencies that negatively affect the safety, soundness, or structural integrity of the 

property. As a result, if  any portion of the dwelling is rated a C6, the whole dwelling must be 

rated a C6. 

 
Properties with a condition rating of C6 are eligible for sale to Fannie Mae provided any 

deficiencies that impact the safety, soundness, or structural integrity of the property are repaired 

prior to delivery of the loan. See Physical Deficiencies That Affect Safety, Soundness, or 

Structural Integrity for information related to completing appraisals on properties with safety, 

soundness, or structural integrity deficiencies. 
 

 
Definitions of Not Updated, Updated, and Remodeled 

 
For appraisals required to be completed using the UAD, as a subset of identifying the condition 

of the subject property, the appraiser must also identify the level of updating, if  any, that the 

subject property has received by utilizing the following definitions: 
 

 

Level of 

Updating 

Description 

Not Updated Little or no updating or modernization. This description includes, but is not 

limited to, new homes. 
 
Residential properties of fifteen years of age or less often reflect an original 

condition with no updating, if  no major components have been replaced or 

updated. Those over fifteen years of age are also considered not updated if  the 

appliances, fixtures, and finishes are predominantly dated. An area that is óNot 
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Level of 

Updating 

Description 

 Updatedô may still be well-maintained and fully functional, and this rating does 

not necessarily imply deferred maintenance or physical/functional deterioration. 

Updated The area of the home has been modified to meet current market expectations. 

These modifications are limited in terms of both scope and cost. 
 
An updated area of the home should have an improved look and feel, or 

functional utilit y. Changes that constitute updates include refurbishment and/ 

or replacing components to meet existing market expectations. Updates do not 

include significant alterations to the existing structure. 

Remodeled Significant finish and/or structural changes have been made that increase utility 

and appeal through complete replacement and/or expansion. 
 
A remodeled area reflects fundamental changes that include multiple alterations. 

These alterations may include some or all of the following: replacement of a 

major component (cabinet(s), bathtub, or bathroom tile), relocation of plumbing/ 

gas fixtures/appliances, significant structural alterations (relocating walls, and/ 

or the addition of square footage). This would include a complete gutting and 

rebuild. 

 
 

Appraisals Completed ñAs Isò 
 
Fannie Mae permits appraisals to be based on the ñas isò condition of the property provided 

existing conditions are minor and do not affect the safety, soundness, or structural integrity of the 

property, and the appraiserôs opinion of value reflects the existence of these conditions. 
 

Minor conditions and deferred maintenance are typically due to normal wear and tear from the 

aging process and the occupancy of the property. While such conditions generally do not rise to 

the level of a required repair, they must be reported. Examples of minor conditions and deferred 

maintenance include worn floor finishes or carpet, minor plumbing leaks, holes in window 

screens, or cracked window glass. 
 

Condition ratings C1, C2, C3, C4, and C5 as previously defined are eligible for delivery in ñas 

isò condition. Properties with the initial condition rating C6 indicate one or more deficiencies 

that impact the safety, soundness, or structural integrity of the property and therefore the 

appraisal must be completed subject to completion of the deficient item(s). 
 

See Physical Deficiencies That Affect Safety, Soundness, or Structural Integrity for additional 

details when completing appraisals on properties with safety, soundness, or structural integrity 

deficiencies. 
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Quality  of Construction Rating 
 
For appraisals required to be completed using the UAD, the appraiser must assign one of the 

following standardized quality ratings when identifying the quality of construction for the subject 

property and comparable sales: 
 

Rating Description 

Q1 Dwellings with this quality rating are usually unique structures that are 

individually designed by an architect for a specified user. Such residences 

typically are constructed from detailed architectural plans and specifications 

and feature an exceptionally high level of workmanship and exceptionally high- 

grade materials throughout the interior and exterior of the structure. The design 

features exceptionally high-quality exterior refinements and ornamentation, and 

exceptionally high-quality interior refinements. The workmanship, materials, and 

finishes throughout the dwelling are of exceptionally high quality. 

Q2 Dwellings with this quality rating are often custom designed for construction on 

an individual property ownerôs site. However, dwellings in this quality grade are 

also found in high-quality tract developments featuring residences constructed 

from individual plans or from highly modified or upgraded plans. The design 

features detailed, high-quality exterior ornamentation, high-quality interior 

refinements, and detail. The workmanship, materials, and finishes throughout the 

dwelling are generally of high or very high quality. 

Q3 Dwellings with this quality rating are residences of higher quality built from 

individual or readily available designer plans in above-standard residential tract 

developments or on an individual property ownerôs site. The design includes 

significant exterior ornamentation and interiors that are well finished. The 

workmanship exceeds acceptable standards and many materials and finishes 

throughout the dwelling have been upgraded from ñstockò standards. 

Q4 Dwellings with this quality rating meet or exceed the requirements of applicable 

building codes. Standard or modified standard building plans are utilized and 

the design includes adequate fenestration and some exterior ornamentation and 

interior refinements. Materials, workmanship, finish, and equipment are of stock 

or builder grade and may feature some upgrades. 

Q5 Dwellings with this quality rating feature economy of construction and basic 

functionality as main considerations. Such dwellings feature a plain design using 

readily available or basic floor plans featuring minimal fenestration and basic 

finishes with minimal exterior ornamentation and limited interior detail. These 

dwellings meet minimum building codes and are constructed with inexpensive, 

stock materials with limited refinements and upgrades. 
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Rating Description 

Q6 Dwellings with this quality rating are of basic quality and lower cost; some may 

not be suitable for year-round occupancy. Such dwellings are often built with 

simple plans or without plans, often utilizing the lowest quality building materials. 

Such dwellings are often built or expanded by persons who are professionally 

unskilled or possess only minimal construction skills. Electrical, plumbing, and 

other mechanical systems and equipment may be minimal or nonexistent. Older 

dwellings may feature one or more substandard or nonconforming additions to the 

original structure. 

 

 
Identifying  Quality  of Construction 

 
The same approach used in identifying the condition of the property is also applicable to 

identifying the quality of construction. The selected rating must reflect a holistic view of the 

quality of construction. However, the Q6 rating is an exception because it indicates that the 

property is impacted by one or more deficiencies that negatively affect the safety, soundness, or 

structural integrity of the property. As a result, if  any portion of the dwelling is rated a Q6, the 

whole dwelling must be rated a Q6. 

 
Properties with a quality of construction rating of Q6 are eligible for sale to Fannie Mae provided 

any items in relation to the quality of construction that impact the safety, soundness, or structural 

integrity of the property are repaired prior to the delivery of the loan. See Physical Deficiencies 

That Affect Safety, Soundness, or Structural Integrity for requirements when completing 

appraisals on properties with safety, soundness, or structural integrity deficiencies. 
 

 
 

Physical Deficiencies That Affect Safety, Soundness, or Structural  Integrity  

 
The appraisal report must identify and describe physical deficiencies that could affect a 

propertyôs safety, soundness, or structural integrity. If the appraiser has identified any of these 

deficiencies, the property must be appraised subject to completion of the specific repairs 

or alterations. In these instances, the property condition and quality ratings must reflect the 

condition and quality of the property based on the hypothetical condition that the repairs or 

alterations have been completed. 

 
If the appraiser is not qualified to evaluate the alterations or repairs needed, the appraisal must 

identify and describe the deficiencies and the property must be appraised subject to a satisfactory 

inspection by a qualified professional. The appraisal may have to be revised based upon the 

results of the inspection. If so, the report must indicate the impact, if  any, on the final opinion of 

value. The lender must review the revised appraisal report to ensure that no physical deficiencies 
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or conditions that would affect the safety, soundness, or structural integrity of the property are 

indicated. A certification of completion is required to ensure the necessary alterations or repairs 

have been completed prior to delivery of the loan. 
 

 
 

Infestation, Dampness, or Settlement 
 

 

If the appraisal indicates evidence of wood-boring insects, dampness, or settlement, the appraisal 

must comment on the effect on the marketability and the value of the subject property. 

 
The lender must either provide satisfactory evidence that the condition was corrected or submit 

a professionally prepared report, indicatingðbased on an inspection of the propertyðthat the 

condition does not pose any threat of structural damage to the improvements. 
 

 
 

Related Announcements 
 

 

The table below provides references to the Announcements that have been issued that are related 

to this topic. 
 

 
Announcements Issue Date 

Announcement SEL-2011ï06 July 26, 2011 

http://www.efanniemae.com/sf/guides/ssg/2011annlenltr.jsp?referrer=frpromo
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B4-1.4-16, Appraisal Report Review: Sales Comparison 

Approach (06/30/2010) 
 
 

Int roduction 
 

This topic contains information on the sales comparison approach to value, including: 
 

Å Overview 
 

Å Current and Prior Listings of the Subject Property 
 

Å Three-Year Prior Sales History 
 

Å Sources of Comparable Market Data 
 

Å Selection of Comparable Sales 
 

Å General Requirements 
 

Å Rural Properties 
 

Å Properties in Established Subdivisions, Condos, or PUDs 
 

Å Properties in New or Recently Converted Subdivisions, Condos, or PUDs 
 
 

Overview 
 

Lenders must ensure that the appraisers they use analyze the following as part of the sales 

comparison approach: 
 

Å  listings and contract sales, 
 

Å  closed or settled sales, and 
 

Å  the most recent and similar sales available. 
 

Particular attention must be paid to sales or financing concessions in markets that are 

experiencing declining property values, an oversupply of properties, or marketing times over six 

months. 
 
 

Current and Prior Listings of the Subject Property 
 

Fannie Mae's appraisal report forms require the appraiser to research and comment on whether 

the subject property is currently for sale or if it has been listed for sale within 12 months prior to 
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the effective date of the appraisal. The appraiser must report on each occurrence or listing and 

provide the data source(s), offering prices, and date(s). 
 

 
Example 

 
If the subject property is currently listed for sale and was previously listed eight months ago, the 

appraiser must report on both offerings. 
 
 

Three-Year Prior  Sales History  
 
The USPAP requires appraisers to report a minimum three-year prior sales history for the subject 

property. The appraiser must comply with the minimum requirements of USPAP. 
 
 

Sources of Comparable Market  Data 
 
Data and/or verification source(s) for each comparable sale must be reported on the appraisal 

report form. Single or multiple sources for data and verifications are acceptable provided the 

appraiser adequately verifies the comparable sales. Examples of data sources include, but are not 

limited to, a multiple listing service, deed records, tax records, realtors, builders, appraisers, 

appraiserôs files, and the Internet. The appraiser must state the specific data source and refrain 

from using broad categories, such as ñpublic records.ò Data source(s) must be reliable sources 

for the area where the subject property is located. 
 
Information used to verify the data is obtained from a ñverification source.ò Verification sources 

include, but are not limited to, the buyer, seller, listing agent, selling agent, and closing 

documents in certain situations. Regardless of the source(s) used, there must be sufficient data to 

understand the conditions of sale, existence of financing concessions, physical characteristics of 

the subject property, and whether it was an arms-length transaction. 
 
When comparable sales data is provided by parties that have a financial interest in either the sale 

or financing of the subject property, the appraiser must verify the data with a party that does not 

have a financial interest in the subject transaction. 
 
 

Selection of Comparable Sales 
 
The appraiser must perform a neighborhood analysis in order to identify the area that is subject to 

the same influences as the property being appraised (based on the actions of typical buyers in the 

market area). The results of a neighborhood analysis enable the appraiser not only to identify the 

factors that influence the value of properties in the market area, but also to define the area from 

which to select the market data needed to perform a sales comparison analysis. 




