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Disclaimer
While every effort has been made to ensure the reliability of
the session content, Fannie Mae’s Selling and Servicing
Guides and their updates, including Guide Announcements
and Release Notes, are the official statements of Fannie
Mae’s policies and procedures. Fannie Mae’s official
statements supersede in the event of discrepancies between
the information in this presentation and the Guides.
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Agenda
Intro to Fannie Mae
•
•
•

Importance of Appraisals
Challenges
Adoption by Reference

Recent Appraisal Initiatives
•
•
•
•

Q&A

ANSI standard (Z765-2021)
Desktop and Hybrid Appraisals
UAD update
Appraisal Quality Monitoring (AQM)
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Secondary market

Providing liquidity to the housing market and investment options to investors.
Proceeds from sale of MBS flow back to lender to fund new loans

Lender
Originates
loans

Fannie Mae
Creates guaranteed MBS &
non-guaranteed credit
risk securities

Delivers loans,
services loans,
pays guarantee fee

MBS

Securitizes loans,
guarantees
principal & interest
on MBS in exchange
for guarantee fee

Credit Investor
Credit Risk
Securities
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Interest Rate Investor
Purchases MBS &
assumes interest rate risk

Purchases credit risk securities
& assumes portion of credit risk
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Importance of Value
Loan to value ratio (LTV) is a fundamental driver of our business

Risk managements is our cornerstone
Loan Eligibility
Loan Pricing
Mortgage Insurance

Credit Risk Transfer
Loss Prevention
Loss Mitigation

Appraisals are the foundation of how we manage collateral risk
5
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Why Modernize Appraisals
Credentials and the established appraisal process are insufficient mechanisms.

• Opinion is more vulnerable to dispute than fact
• Accuracy is hard to measure
• Appraisal results sometimes lack consistency and
reproducibility

• Lack of certainty leads to burdensome quality control
processes
Fannie Mae appraisal policies aim to increase accuracy and reliability.
6
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Appraisal Supply and Demand
Uniform Collateral Data Portal® (UCDP®) appraisal submission volume (demand) has increased steadily over the last decade
reaching record highs this spring, while the number of active appraisers (supply) has gradually declined at about 1% per year*.
Active Appraisers

Appraisal Submissions

Active Appraisers

Appraisal Submissions

* 1% annual decline per the
Appraisal Subcommittee (ASC)
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New Technology in Valuation
Combining multiple technologies can change how we analyze data, quantify market reaction, and manage collateral risk.
01

3D scan

GIS
Identify and quantify
geographic influences on
property and market
(elevation, water features,
proximity to amenities, etc.)
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Geographic
Information
Systems
(GIS)

3D scan
Capture a true visual representation of
property; can accurately measure GLA
and flow of a property

Machine
Learning /
Image
Recognition
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Machine learning /
Image Recognition
Derive market analytics and detailed
property characteristics from large
data sets and images

Fannie Mae Policy Updates

8

4

5/12/2022

Standards Adopted by Reference
The process of adopting standards created by industry experts.

Adoption by reference enables
industry-maintained guidelines to
be in place while also updated by
industry needs.
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Our Selling Guide
incorporates several industry
standards by reference:
• Appraiser Independence
Requirements (AIR)
• ANSI standard Z765-2021 (sq ft)
• Uniform Appraisal Dataset
(UAD)
• Uniform Standards of
Professional Appraisal Practice
(USPAP)
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Recent Appraisal Initiatives
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In case you missed it …
• The December 15, 2021, Selling Guide update adopts the ANSI
standard (Z765-2021) square footage method to measure, calculate,
and report GLA and non-GLA areas of subject properties.
• We require appraisers to comply with the ANSI standard for
appraisals with effectives dates on or after April 1, 2022.
• If adherence to the standard is not possible, there is an exception
process.
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Benefits of a Universal Standard
What’s in it for you?

•
•
•
•
•
•
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Creates alignment across multiple professions and sources
Consumer protection and reduction of potential bias
Transparent and repeatable for the appraisal report reader
Professional and defensible for the appraiser
Consistent unit of comparison for transactional data
Higher confidence risk management and valuation modeling
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Desktop
Appraisals
Program introduction

Leveraging the wealth of
data, the power of
advanced analytics, and
the speed of technology,
appraisers can perform
desktop appraisals
without physically
inspecting the property.

14

The latest innovation for
valuation modernization
efforts:
• Increases appraisal process
flexibility and speed
• Reduces the potential for
appraiser bias
• Alleviates appraiser capacity
issues
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Desktop Appraisal Benefits
Supports digital transformation in the mortgage origination
process.

Cost- and time-efficient process benefits borrowers and lenders.
Reduces confirmation bias.
Mitigates appraiser capacity constraints.
Rigorous testing shows similar risk performance compared to
traditional appraisals.
Improves disaster / pandemic response time.
15
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Appraisal Assignment Type
Policy Details: Selling Guide B4-1.2-02, Desktop Appraisals

Uniform Residential Appraisal Report (Desktop)
Appraisal Assignment Type:

File #

Desktop Appraisal Subject Property Data Collection Date:

Subject Property Data Collection Method:

Other Subject Property Data Collection Workforce:

Leave blank

The appraiser will indicate the assignment type in the Additional Comments section of
Form 1004 Desktop.
Data enumeration will be validated at
point of UCDP submission.

Remediation of inaccurate data may
require a resubmission of the appraisal.
16

Loan Delivery will validate the new
desktop DU message ID is present when
a desktop appraisal assignment type is
indicated on Form 1004 Desktop.
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Floor Plan
Policy Details: Selling Guide B4-1.2-01, Appraisal Report Forms and Exhibits

A footprint sketch or floor plan must be software-generated
(not hand drawn) and indicate dimensions and calculations that demonstrate
how the estimate for gross living area was derived.
The floor plan must include:
• Interior walls,
• Doorways,
• Staircases,
• Exterior ingress/egress,
• Labels for each room, and
• Provide the dimensions of all exterior walls
17
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Alternative-scope Valuation Approaches
1004 Forms differ by approach

Desktop appraisal

An appraisal assignment for which the
scope of work does not include field
work by the appraiser and does not
include reviewing a recent
interior / exterior property data report.

Hybrid

An appraisal assignment consisting of a
desktop appraisal for which the scope
of work includes reviewing a recent
interior/exterior property data report.
18

URAR Hybrid and Desktop Appraisal
Forms — Overview

Provides a line-by-line comparison of
differences between Forms 1004 and
1004 (Desktop). Although this includes
comparisons of both Forms 1004 (Hybrid) and
1004 (Desktop), the Hybrid form is not currently
in use, per the Selling Guide.

Additional Resources
• About Desktop Appraisals
• URAR Hybrid and Desktop Appraisal
Forms — Quick Reference
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Uniform Appraisal Dataset
(UAD) and Forms Redesign

19
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Changes to the
URAR

•

Highest and Best Use

Future information captured to support
Highest and Best Use.

•

Prior Sales and Transfers

Will capture details around prior sales
and transfers for both the subject and
comparables.

Tentative timeline is available on the Fannie Mae UAD page:
https://singlefamily.fanniemae.com/delivering/uniformmortgage-data-program/uniform-appraisal-dataset

•

Prior Services

The prior service has been moved into
the certifications.

•

Quality and Condition

The quality and condition will be
reported for the interior and exterior
individually, then reported as the
whole. This will help when one rating is
different than the other.
20
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Highest and Best Use
Example of the future URAR

Future information captured to support Highest and Best Use

21

Fannie Mae Policy Updates

21

Prior Sales and Transfers
Details around prior sales and transfers for both the subject and comparables

Example shows prior transfer of the subject as
land being developed into a subdivision.

22

Example shows a prior transfer of the subject as
land being developed into a subdivision
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Prior Services
The prior service has been moved into the certifications.
The appraiser will choose which applies.
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Quality and Condition
Example quality and condition report

The quality and condition will be reported for the interior and exterior
individually, then reported as the whole.

24
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Exterior Quality and Condition
The appraiser will be able to support their quality and condition ratings
with facts about the property, removing subjectivity.

25

Fannie Mae Policy Updates

25

Interior Quality and Condition
Quality and Condition section

This table represents facts
about the interior of the subject
property, allowing for specifics
based on:
• Kitchen and bath(s)
• Update status
• When it was last updated
• Freeform comments about
quality
• Condition Status
• Overall comments if needed
The appraiser can also detail
flooring, walls, and ceilings.
26
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to improve real property valuation in their own state.

Appraiser Quality
Monitoring (AQM)
Promoting quality in the loan origination process

27

Appraiser Quality
Monitoring provides
appraisers and industry
partners with actionable
feedback to improve
consistency, manage risk,
and increase confidence in
the appraisal process.
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Categories of Actions
Appraisal sent to state
regulatory agencies due to
Loan Quality Center defects /
repurchase.

Letters for education and training
sent to appraisers whose appraisal
reports exhibit a pattern of
inconsistencies or inaccuracies.
Appraiser letters are not shared with
lenders or regulators.

Appraiser
Letter

Notice sent to appraiser and
AQM List
lending partner that appraisals
from the identified appraiser will
be reviewed in the post-acquisition
file review process or that
Fannie Mae will no longer accept
loans with appraisals completed by
the specific appraiser.
28

State
Tip

State
Referral

Formal complaint to state
regulatory agencies based on
the identification of egregious
appraisal issues.

State regulators have complete discretion
on what to do with the referrals.
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Process flow for AQM letters
Appraiser
Letter

Appraiser Letter process flow

Watch
List

State
Tip

State
Referral

Targeted correspondence with individual appraisers has proven to be an effective way to improve data quality

1

2

3

Automated
Analytics

Results
validated

First letter

Analyzes appraisal
data submitted to
identify
problematic
appraisal patterns

Human reviews
validate patterns
identified by
analytics,
removing false
positives

Informational letters
are sent directly to
appraisers
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Process flow for State Tips
Appraiser
Letter

Appraisal tips to state regulatory agencies

Watch
List

State
Tip

State
Referral

In line with industry concerns and feedback, Fannie Mae notifies state regulatory agencies of specific appraisal issues and
the general category of valuation defects found to improve appraisal quality.

1

2

3

4

LQC review

Lender outreach

Final resolution

Fannie Mae’s Loan
Quality Center™ (LQC)
completes a full file
review process.

If LQC identifies
defects, Fannie Mae
reaches out to the
lender to resolve
issues.

Appraisal defects
remain after final
resolution reached
with lender.

State regulatory
agencies
Fannie Mae notifies
state regulatory
agencies with the
general category of the
violation.

Fannie Mae will not provide additional details on State Tips unless
required by the state agency.
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