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Lender Letter (LL-2021-01) Jan. 6,
2020 
To: All Fannie Mae Single-Family
Sellers - Appraisal Risk
Management Policy Reminders and
Resources

Editor's Comments: For this article, I
have excerpted the relevant appraisal
sections. You may want to read the
original for more details on what
Fannie is saying to lenders. Fannie's
Letter to Lender is written for its
Single-Family Sellers, but it is valu-
able for appraisers to see what
Fannie is saying to its customers. 

The critical factor in the level of
lender appraisal review is the risk
score: 2.5 or lower and 2.6 or higher.

Note: Risk scores evaluate lots of
factors such as LTV, borrower credit
score, etc. The appraisal is one of the
factors. 

Lenders don't like repurchases.
Fannie's recommendations below can
help them. 

Note: Fannie Letter to Lenders is a

5-page letter. The easiest way to get
it online is to google and type in (or
copy and paste) Fannie Mae LL-
2021-01.

Lenders' responsibility for
appraisal review - 2.5 or lower CU
risk score

As a reminder, with a CU risk
score of 2.5 or lower, the lender is
not responsible for the following
requirements in Selling Guide B4-1,
Appraisal Requirements:
- underwriting the appraisal report to
determine whether the subject prop-
erty presents adequate collateral for
the mortgage;
- ensuring the appraisal accurately
reflects the market value of the prop-
erty;
- ensuring the appraiser used sound
reasoning and provided evidence to
support the methodology chosen to
develop the opinion of value; and

- analyzing the comparable sales used
in the appraisal report, including the
description, selection, 
adjustments, and reconciliation of the
comparables.

The lender remains responsible for:
- the description of the subject prop-
erty,
- ensuring the subject property meets
property eligibility requirements, and
- the accuracy and completeness of
all data on the appraisal that pertains
to the property and project (if applic-
able), other than the appraised value.
This includes the subject property's
condition and quality ratings (Selling
Guide B4-1.3-06, Property Condition
and Quality of Construction of the
Improvements).

www.appraisaltoday.com

http://www.appraisaltoday.com
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CU can help drive review process
efficiency for lower-risk appraisals
by providing tools and information
that empower the user to quickly val-
idate those aspects of the appraisal
for which they are responsible.

Lender review process
Every lender must have a process

in place to ensure the appraisal con-
tent is reviewed for accuracy and not
just for value. 

Common examples of inaccurate
data include the dwelling size,
dwelling condition, unobserved
encroachments, and undisclosed
external influences. 

Inaccurate data leads to misin-
formed analysis that can cause the
lender to make faulty underwriting
decisions impacting the sustainability
and the eligibility of the loan. 

One objective of the lender QC
process should be detection of inac-
curate appraisal data, empowering
lenders to improve analysis and loan
decisioning, and mitigating defects
that may result in repurchase
requests.

Top appraisal findings and defects
Our random and targeted post-pur-

chase review process identifies sig-
nificant defects, which can result in a
repurchase request, and findings,
which may suggest patterns that
should be addressed to avoid more
serious issues. 

The five most common appraisal
significant defects with a CU risk
score of 2.6 or higher are:
- Inappropriate Comparable Sale(s)
Selection Due to Location
- Inappropriate Comparable Sale
Adjustment(s)
- Use of Physically Dissimilar
Comparable Sale(s) - Gross Living
Area
- Use of Dissimilar Comparable
Sale(s) - Site Characteristics
- Failure to Adjust Comparables

Red Flag example CU messages
See table below. for examples of

significant defects on appraisals and
sample CU messages that might be
red flags to these types of defects.

Five common appraisal findings
with CU risk scores of 2.5 or lower 

Lenders remain responsible for (not
covered by value rep and warrant
relief) are:
- Subject Physical Features Reported
Inaccurately - Condition / Quality of
Construction
- Subject View or Location Reported
Inaccurately
- Failure to Report or Analyze the
Subject Sales History
- Wrong Form for the Property or
Transaction Type
- Subject Physical Features Reported
Inaccurately - gross living area

Inaccurate reporting of subject
property characteristics including the
condition or quality of the subject can
invalidate the lender's relief from rep-
resentations and warranties on prop-
erty value.

Appraisal defect type

Comparable selection (location)

Inadequate comparable adjustments

Comparable selection (dissimilar
Condition/Quality of Construction).

Example

Comp 2 considered inappropriate as it
was 10 miles away from the subject
and in a different city, without expla-
nation. Similar, more appropriate
comps were available.

The appraiser made a $10K adjust-
ment for a basement to comp 1; but
the adjustment was incorrectly
applied - it should have been nega-
tive, not positive.

The appraiser inaccurately represent-
ed the condition and/or quality of
construction as C2 when evidence
indicated it was a C3. 

Sample CU message

"The appraiser-provided comparables
are materially different than the
model-selected comparables."

"The appraiser's net adjustments for
the comparable sales are materially
different from the model net
adjustments."

"The condition rating for Comparable
#4 is significantly different than what
has been reported by other appraisers.
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A sound appraisal review process
will contribute to delivery of quality
appraisals. Having a robust and holis-
tic appraisal review program in place,
in both originations and prefunding
or post-closing QC, can better posi-
tion your company to effectively
manage appraisal quality risk regard-
less of market conditions.

Appraisal underwriting best
practices

CU is our proprietary model-driven
tool that provides an automated
appraisal risk assessment to support
proactive management of appraisal
quality. 

Additionally, although not
required, these highly recommended
underwriting practices will help
lenders manage appraisal quality
risk:
- Evaluate your appraisal underwrit-
ing process to be sure you are align-
ing your review resources with risks.
- Remember that we require lender
review of all appraisals, even those
that qualify for representation and
warranty relief on value based on a
CU risk score of 2.5 or less.
- Consider a bifurcated review
process that assigns review of
appraisals with indicators of poor
quality (based on CU scores and
messages) to more experienced staff
appraisers or well-trained senior
underwriters.
- Gain operational efficiency by
focusing the underwriting of
appraisals with representation and
warranty relief on those aspects that
lenders remain responsible for.
- Require a more in-depth review,

additional sign-off, or management
review of appraisals with higher CU
risk scores or certain CU flags (such
as CU risk scores of 4 or 5 or an
Overvaluation flag).

- Think about how you remediate
indicators of poor appraisal quality in
your process, or how you quantify
your increased risk and potentially
reserve for heightened losses if poor
quality is not addressed.

QC best practices
Although not required, these highly

recommended QC practices help
lenders manage appraisal quality
risk:
- Review your Fannie Mae appraisal
quality findings and defects.
Calibrate them to your own review
process and understand what creates
disparate results.
- Develop an appraisal quality score-
card based on appraisal quality feed-
back from us (defects, findings) and
your own findings to help identify
specific trends or gaps and develop
training opportunities or process
improvements.
- Use our appraisal quality feedback
to target loans with potential
appraisal quality concerns, such as
those with high CU risk scores (2.6-
5). Feedback sources include
Submission Summary Reports on
appraisal uploads to the Uniform
Collateral Data Portal; reports in
Fannie Mae Connect™; and the
workflow function in CU. You can
target your reviews through:

prefunding QC selections,
the required 10% field review

selection as part of the random post-
closing sample, and targeted discre-
tionary selections.
- Target loans with higher LTV ratios
in prefunding selections because

potential defects could cause a nega-
tive impact to the property value and
are more likely to result in an ineligi-
ble loan.
- For the 90% of loans in the random
post-closing sample requiring a Desk
Review, use a checklist to ensure a
consistent and comprehensive review.
To download the form search for
"One-Unit Residential Appraisal
Field Review in Post-Close Quality
ControlTemporary Alternative
Checklist" Copy and paste this name. 
https://singlefamily.fanniemae.com/m
edia/document/pdf/one-unit-resided-
tial-appraisal-field-review-post-close-
quality-control

Lenders' responsibilities for
compliance with Appraiser
Independence Requirements

We may cite lenders for being out
of compliance with AIR in our peri-
odic Mortgage Origination Risk
Assessment (MORA) reviews, requir-
ing the lender to remediate their
processes. During 2020, 25% of the
lenders reviewed were cited for non-
compliance.

Some lenders misinterpret AIR
regarding appraisal fulfillment, par-
ticularly around the selection of an
appraiser or appraisal management
company. We are clarifying the
requirements for requesting and
ordering appraisals.

AIR states "Certain parties are pro-
hibited from: (a) Selecting, retaining,
recommending, or influencing the
selection of any appraiser for a par-
ticular appraisal assignment or for
inclusion on a list or panel of apprais-
ers approved or forbidden to perform

https://singlefamily.fanniemae.com/m
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appraisals for the Seller; and (b)
Having any substantive communica-
tions with an appraiser or appraisal
management company relating to or
having an impact on valuation,
including ordering or managing an
appraisal assignment." 

It goes further to clarify that
"These parties are: (i) All members
of the Seller's Mortgage production
staff; (ii) Any person who is compen-
sated on a commission basis upon the
successful completion of a Mortgage;
and (iii) Any person whose immedi-
ate supervisor is not independent of
the Mortgage production staff and
process."

Retail or correspondent mortgage
production staff or wholesale mort-
gage brokers are allowed under AIR
to request an appraisal from a lender-
designated appraiser or appraisal
management company provided they
have no opportunity to choose from a
list of multiple appraisers or
appraisal management companies.
This is permitted because they are
not responsible for selecting, retain-
ing, or providing for payment of
compensation to the appraiser.

Allowing the retail or correspon-
dent mortgage production staff or
wholesale mortgage brokers to select
an individual appraiser from a list of
appraisers, or an appraisal manage-
ment company from a list of
appraisal management companies,
constitutes participation in the
appraiser engagement process and is

not allowed under AIR. 
The appraisal process must be

developed, controlled, and monitored
(process and quality) by independent
lines of business in the lender's orga-
nization - such as, risk, vendor man-
agement, or an appraisal department.
Those lines of business cannot direct-
ly report to or be influenced by the
lines of production. Independence is
key to preserving process integrity.

Appraiser independence has many
components, not just fulfillment.
Influencing the appraiser to misiden-
tify, remove, or modify anything in
their report to conceal facts dealing
with eligibility is also out of compli-
ance with AIR (for example, misiden-
tifying a condotel or changing a con-
dition rating). 

Lenders must ensure that appropri-
ate firewalls are in place for the
appraiser to report what they know
and find, without feeling any overt or
subtle pressure in the process.
Lenders make better decisions when
they are accurately informed and
must not abuse the appraisal process
to obscure uncomfortable facts.

Editor's comments
For appraisers, it is useful to see

what Fannie is saying to lenders
regarding what is important in
appraisal reports. The 2.5 Risk Rating
information is useful to understand
why sometimes reviewers are more,
or less, "picky" on an appraisal
report. Also, the document has some
information on AIR and appraisal
defects. 
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Appraising is a fairly sedentary
job, with most of the time spent

sitting in a car or at a desk. Do you
take time to exercise every day? Do
feel stressed out when you are run-
ning late for an appointment? Do
you feel stressed as a deadline
approaches?

One of the best and worst times in
appraising is driving. Working out in
the field is what attracted many of us
to appraising. But the time spent dri-
ving is unproductive time.

There are so many stresses today.
Exercising is a great stress reducer!

Although the exercises below are
for driving, many can also be used in
your office.

Safety tips
The exercises are designed for

light traffic on open stretches of
highway. Keep both hands on the
wheel, and eyes on the road at all
times. Stop exercising whenever nec-
essary.

When I first started doing the exer-
cises, I only did them when traffic
had a steady flow and I didn't have
to change lanes much. Now that I am
more practiced, I am able to do them
most of the time. 

The best way to get started is to
practice them at your desk first. 

Head and neck exercises
Tilt your head toward your left

shoulder, hold for 2-3 seconds, then
tilt toward your right shoulder. 

To relax your jaw and face, pre-
tend you are blowing out candles.
Focus on the relaxed feeling. 

Flatten your back against your seat
and push your chin down, stretching
your neck. 

Extent your head forward, then
back, keeping it centered. 

Shoulder exercises
Do "shoulder shrugs" where you

bring your shoulders up to your ears,
one at time, then both. Drop your
shoulders quickly, focusing on the
relaxed feeling. 

Arm and hand exercises
For steering wheel exercises, put

your hands in the 10:00 and 2:00
position. Squeeze the steering wheel
tight, pushing inward for 2-3 seconds,
then release. 

Keep a relaxed grip on your steer-
ing wheel, to keep tension from mov-
ing up to your face, neck, and shoul-
ders. One at a time, lift your fingers
off the steering wheel, then lightly put
them back. 

Lower body exercises
Tighten your thigh muscles, hold

for 2-3 seconds, then relax. 
Squeeze your buttocks, hold for 2-3

seconds, then release. 
Shift your weight from right to left

side of your buttocks, sometimes
called "walking".

Push the small of your back for-
ward, then back into your seat, push-
ing your hips forward. 

Abdomen and back exercises
Tighten your abdominal muscles,

keeping your back pressed against
your car seat, hold for 2-3 seconds,
then relax. 

Pull your shoulders back, trying to
touch your shoulder blades, hold for
2-3 seconds, then relax. 

Holding your steering wheel, gently
twist and stretch your trunk from side
to side. 

Exercises while you are parked (or
sitting at your desk)

Ever get to an appointment early, or
have a property owner show up late?
You can use that time for exercises
that you can't do while driving.

For your head and neck, try turning

your head to the right, holding it for 5
seconds, then turning it to the left,
holding for 5 seconds. Do head rolls,
gently rolling your head in a circle,
going clockwise, then counterclock-
wise. Drop your head forward, then
all the way back. Be sure to do these
exercises slowly. 

Exercise your face muscles by
squeezing your eyes shut and make a
screwed up expression by tightening
your facial muscles. Then open your
eyes wide and completely relaxing
your facial muscles. 

Leg exercises include calf and foot
raises. Leaving the balls of your feet
on the floor, raise your heels, then
release. Leaving the heels of your feet
on the floor, lift the balls of your feet,
then release. 

Hand muscles can become tense
from gripping your steering wheel.
Make a fist with both hands, then
spread your fingers out as far as you
can. Hold palm and fingers straight
with fingers together, keeping your
palm straight, curl your fingers at the
two top knuckles into the palm of
your hand, hold, then release
Hold palm and fingers together, curl
your thumb down into the palm of
your hand, then stretch it out. 

Where to get more information
I have been using these exercises

for many years. There are lots of
videos and articles on this topic on the
Internet.  

I recently listened to a fascinating
January 21 podcast “Just Move:
Scientist Author Debunks Myths
About Exercise And Sleep” To listen
to the podcast or read the transcript
google “Exercise Fresh Air” 

The author studies human evolu-
tionary biology. He studied, and lived
with, hunter gathers groups all over
the world. We all came from hunter
gatherers in Africa. They are not much
different than us, except a lot heathier!

Make use of your driving time by exercising
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You'll feel relieved that you don't
have to worry about the task any
longer, and confident that you can
conquer procrastination. Work at it!
The more you try, the easier it will be
to develop the non-procrastination
habit.

You're immediately rewarded by
starting your day with a positive, can-
do feeling. Doing this every day will
make it a habit. You will probably
find that you want to have this good
feeling more than once a day, and
you WILL be on the path toward
overcoming procrastination.

Overcoming procrastination
requires determination and consisten-
cy. You will need to use behavior
modification techniques, changing
habits established over many years,
but it is not hard to do. 

Make a commitment to the new
habit for a period of time, such as 2
weeks, and don't let yourself back-
slide. Reward yourself for using your
new habit. Tell others about your new
way of working, so you'll be more
likely to keep doing it. You are trying
to modify your behavior, and rewards
and consistency are both very impor-
tant to your success.

I overcame my procrastination
habit over 30 years ago. How did I
do it? Simple behavior modification
techniques described above. Now
every time I complete a task early, I
feel good, and it reinforces my non-
procrastination. I still procrastinate
sometimes, but am very annoyed that
I am wasting so much time and ener-
gy on a task that could have been
completed much easier at an earlier
time.

Have you ever procrastinated and
waited until 10 P.M. to start an

appraisal due the next morning at 9
A.M.? We all procrastinate, of
course. However, when you are real-
ly busy and turning down work, pro-
crastination often causes you more
time to complete a task than if you
had not waited until the last minute.
This doesn't even take into account
the stress.

I was speaking with an old friend
around 9pm last week. She men-
tioned she had a lot of work to com-
plete on an appraisal due by mid-
night. I suggested she start working
on it now and we can speak tomor-
row. Of course, her probability of
appraisal errors greatly increased.
She did make a few mistakes that the
reviewer caught and she had to
update her appraisal.

So what's wrong with procrastina-
tion? The appraisal you rushed out
the door had a bad typo, such as the
wrong address. You had to take the
time to redo and resend the appraisal
and  worse, you look bad to your
client!

Overcome procrastination with
your "to do" list

I have been doing this every day
for many years. It is very, very easy
to do and soon it becomes a habit. 

An excellent technique to start
conquering procrastination is to
begin your day by making a to-do
list of tasks, with the most unpleas-
ant task topping the list. 

The task could be as simple as
returning a phone call from a review-
er, writing a check, or getting ready
for an upcoming inspection early the
next day. 

Break up large assignments into
manageable segments

If you are having difficulty com-
pleting a more complex appraisal,
breaking it down into more manage-
able segments will work. 

It's very important to start by mak-
ing a "laundry" list of all the tasks in
the project, preferably requiring
small periods of time. You can
always do more than one task during
a specific time period. Such a list
could be: organize the sales data file,
confirm one sale, confirm another
sale, etc. 

If you're really having problems
getting an assignment completed,
break it down into the smaller and
simpler segments, and it will be easi-
er to complete the entire assignment. 

Getting started on an assignment -
pros and cons

If you can't seem to get started on a
certain task or assignment, try writ-
ing down the pros and cons, again
using the laundry list technique. On
one side of the piece of paper, list the
reasons you are procrastinating. On
the other side list the benefits of
completing the assignment. You
probably won't have much on the
procrastination side. This can often
get you started.

Prioritizing your to-do list
Another method is to prioritize

your to-do list. I always do this. It
might be impossible to get everything
done, but you'll want to be sure to get
the most important tasks done first.
It's very satisfying to cross the items
off your list.

Procrastination costs you time, money 
and more stress, which we don’t need now!!
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Just Say No
One of the greatest time savers is

using the word NO.  The inability to
use this word leads to procrastinating
on more difficult assignments, as
well as on tasks you don't like.
As a result, you may not have the
time to do them properly. 

To make more efficient and effec-
tive use of your time, you must be
able to plan for the future and priori-
tize the present. You must control
your workload as much as possible.

Setting your own deadlines, and
adhering to them is very important.
Intermediate deadlines are very use-
ful on larger assignments. Don't let
your clients control you. Set your
own time limits. If necessary, don't
be afraid to have someone else check
on your progress toward completing
your deadline, as an additional rein-
forcement.

Strive for excellence, not perfection
- NO appraisal is perfect

Many appraisers are inclined
toward perfectionism.  Excellence is
not perfection. No appraisal is per-
fect, but all should be excellent.
Strive for excellence. 

There's always more that could be
written, or more research that could
be done that may or may not be nec-
essary. 

Procrastinating until you have the
"perfect" appraisal is time consuming
and frustrating. The perfect appraisal
is an almost unobtainable goal. It is
certainly not a profitable goal when
you're trying to make money. 

If you're inclined toward perfec-
tionism, you can try forcing yourself
to turn in a less than perfect
appraisal. It will be easier the next
time. You have a service business,
and there aren't many clients that
want, or are willing to pay for, the
"perfect" appraisal.

Switch perfection to excellence
and both you and your client will be
more satisfied. 

Do it now!!
The best way to start is to do it

now, don't procrastinate! When
you're finished reading this
newsletter, start changing your
behavior! Don't wait!

You control your time, not your
clients or anyone else

The key to time management is
managing yourself. It's not other peo-
ple who control how you use your
time, it's you. 

This might require changing habits
you've established over a long period
of time. Do it because you want to
have more time for important activi-
ties, such as family, friends, hobbies,
education, or just relaxing. 

You want to work smarter, not
harder.

Where to get more information
There are many books and record-

ings on time management. Check
www.amazon.com . Most of the
issues and techniques have been well
known for many years, and are used
in almost all books. 

Taking a time management work-
shop or seminar can be very helpful. I
took one 30 years ago, and am still
using the techniques I learned there. It
changed my life. 

Time is money - don't waste it!

http://www.amazon.com


FHFA requests input on “Appraisal-
related policies, practices, and
processes” in its RFI (Request for
Information) Document issued
12/28/20 Comments due no later than
February 26, 2021.  

New Fannie forms and UAD
Changes 1-26-21

Many appraisers are commenting
on who does the inspection for
hybrids. That's okay if you want to
comment, but commenting on the
forms and UAD changes is very
important as that is the future. 

On January 26, 2021, Freddie Mac
released a new video, 3 minutes 46
seconds long. Uniform Appraisal
Dataset (UAD) and Forms Redesign.

Link to video and excellent info-
graphic: www.fanniemae.com/uad 

This video included information on
the one master form that incorporates,

plus lots more
See last Page of this newsletter

for more comments. 
This is your opportunity to com-

ment on the appraisal moderniza-
tion plans, including forms and
UAD changes!!
========================

Below are excerpts from the 22-
page document, which I considered
most relevant for appraisers. I have
referenced the excerpts' pages. The
RFI is oriented toward lenders, but
appraisers will be most significantly
affected. I don't think many apprais-
ers took the time to respond. 

They also want comments on val-
uation differences by borrower and
neighborhood ethnic makeup.

Most of the document is back-
ground information that is already
known by most appraisers. Reading

it is not difficult to understand with a
good layout to follow and some
tables and graphs. 

You upload your comments using
a short online FHFA form. A long
link at the bottom of the article. 

Covid appraisal flexibilities - Pg 8
When these were set up in March

to protect appraisers, I assumed
lenders would use them. However,
they have only been used in a few
parts of the country. 

Peak usage of these flexibilities
occurred in April 2020 and then gen-
erally declined in subsequent
months. 

The usage rates vary somewhat
based on the extent of state social
distancing orders, with the highest
take-up in the Northeast. 

See infographic below. 
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FHFA Wants Input on Waivers, Hybrids, New form
and UAD changes, etc. by 2-26-21

Figure 3: Appraisal Flexibilities Share By State - March 23 through November 14, 2020

http://www.fanniemae.com/uad
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Why would you send your com-
ments to FHFA?

All appraisers have opinions on
FHFA (Fannie and Freddie's regula-
tor) issues. 

This is your opportunity to say
what you want about FHFA's plan
for the (possible) future) of apprais-
ing. 

At the end of the RFI document is
a list of 19 questions. I have included
those I thought were relevant to
appraisers to give you some ideas
about writing your reply. 

The appraisal issues are well
known to us. We all have opinions.
We are appraisers who sell our opin-
ions of value!!

Why FHFA sent this RFI
FHFA has been getting input from

many segments of the mortgage
lending business since 2018. This is
a more broad-based attempt to get
more input. 

Per FHFA, The input received in
response to the RFI will be used by
FHFA to determine the necessary
modifications needed to ensure
Fannie Mae and Freddie Mac (the
Enterprises) operate in a safe and
sound manner.

"Modernizing the appraisal process
has the potential to create a more
streamlined and accurate collateral
valuation process. But if moderniza-
tion is not properly adopted, it could
have negative unintended conse-
quences," said Director Mark
Calabria. 

"Today's RFI will improve FHFA's
understanding of how the Enterprises
can improve the appraisal process
while at the same time ensuring they
don't take on unintended or inappro-
priate levels of risk. The comments
we receive will inform how we will
modernize appraisals to improve
both loan quality and the origination
process."

What will happen with the
President Biden administration?

Biden's team wants to remove
Mark Calabria , the current director
and a PhD economist, but is not sure
how to do it, per a recent Bloomberg
story. It is a post that's crucial to the
mortgage market and its goal of
boosting affordable housing.
Calabria's term ends in 2024.  

There has been discussion of a
reorganization of FHFA. The
National Association of Realtors and
other industry trade groups are call-
ing for the reform of the government-
sponsored enterprises. They also want
to see a change in the leadership
structure at their regulator, the
Federal Housing Finance Agency.

The RFI covers four areas related to
appraisals:
- Appraisal modernization
- The Uniform Appraisal Dataset
(UAD) and the design of appraisal
forms
- Automated Valuation Models
(AVMs) and appraisal waivers
- Valuation differences by borrower
and neighborhood ethnic makeup 

Figure 2: Multiyear effort to improve collateral valuations

As you can see below, the timeline
stops in 2018. In 2019, the appraisal
modernization initiative was put on
hold, at the bottom of FHFA prior-
ies, per Mark Calabria. However,
Freddie continued to work on the
forms and UAD changes. 
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What is useful for appraisers? 
I have been writing about the

first three topics for awhile. The doc-
ument has summaries and some inter-
esting graphs. It started in 2009 with
the 1004MC, UAD in 2012, and
waiver reintroduced in 2015. 

Appraisal Modernization - Why
FHFA is doing this RFI- page 6-8

In response to the feedback
received during industry outreach,
FHFA requested the Enterprises con-
tinue their respective efforts to devel-
op options for modernizing the
appraisal process in its 2018
Scorecard. 

FHFA recognizes that appraisal
modernization may mean different
things to different stakeholders
depending on their role in the mort-
gage industry. 

For purposes of this Request for
Input (RFI), appraisal modernization
means exploring the respective risks
and benefits of the entire range of
property valuation alternatives.
Components of that exploration
include seeking opportunities to
improve the tools available to apprais-
ers, as well as the appraisal process
itself. 

FHFA believes that appraisal mod-
ernization and related process
improvements should seek to balance
prudent risk management practices at
the Enterprises with the mortgage
industry's access to appraisal solutions
that meet their needs and market con-
ditions.

Forms Redesign page 11 (see the last
page of this newsletter for
comments)

Redesigning the appraisal reports
will move key information from com-
mentary and text sections to discrete
data points and offer opportunities for
increased innovation with data min-
ing, flags to help mitigate risk,
machine-readable data, and automated
workflow processes that assign
appraisal or quality control reviews
based on complexity or type.

Status of UAD forms and redesign -
page 12

To date, with additional refinements
still in process to reflect the remain-
ing industry sample report reviews, a
high-level comparison of current
appraisal reports versus updated
Single-family reports shows a similar
number of total pages.  

This effort includes moving a sig-
nificant amount of information out of
the text addenda into standardized
data elements that will be displayed in
relevant sections.

AVMs and appraisal waivers - page
13-16

See the article in this newsletter
“Appraisal waivers up 137% for all
loan types in 2020”

Waiver benefits - page 16
Removing an appraisal on a lower

risk loan origination may save the
lender several days of loan manufac-
turing time. It saves the borrower the
associated cost of an appraisal and
allows the borrower to close a loan
more quickly. From the Enterprises'
perspective, because most appraisal
waivers are offered on rate and term
refinance loans, the lower borrower
payment reduces credit risk on loans
already owned by the Enterprises. 

Given the record volume of
appraisals, despite COVID-19
appraisal flexibilities, in 2020 as
shown in Figure 1, it is unknown how
loan processing times and borrower
costs in 2020 would have been further
impacted if all loans receiving
appraisal waivers had instead needed
a traditional appraisal, which could
have created delays in loan closings.

Waiver risks page 17
There are risks to the rapid growth

and usage of appraisal waivers. These
risks could include higher than
expected prepayment speeds on mort-
gage securities, loss of ability to
assess recent property condition,
decline in accuracy of input data,
increased model error, erosion of loan

quality caused by escalating compet-
ing appraisal waiver offers, and
potential gaming by lenders

Other risks exist when using AVMs
and appraisal waivers. As previously
noted, property condition risk exists
with AVM and appraisal waiver usage
even on low loan-to-value loans. A
mortgage loan originated with an
appraisal waiver on a property in poor
condition could increase Enterprises
loss severity for real estate owned dis-
positions.

Appraisal waiver volume may also
impact the amount of appraisal data
that flows to Enterprise tools through
the UCDP. Model performance may
decrease for certain segments of the
market if the availability of data is
reduced.

Questions to consider when
sending in your comments -
pages 20-22

You can send in comments on any-
thing discussed in the RFI. At the end
of the document are 19 questions.
Some relate to appraising. Most relate
to lending. Examples for appraiser
issues:

General Questions on Appraisal
Policy and Process Improvements

A.1.1 Is there is a need to provide
new valuation solutions that address
industry identified issues of appraiser
capacity, turn-times, training, and
rural and high-volume market cover-
age? What are those potential solu-
tions? What are the risks of these
policies and the challenges in imple-
menting them?

A1.2 Are there opportunities for
process improvements that allow non-
traditional valuation services (inspec-
tion-only, desktop, exterior-only) to
augment traditional appraisals? Please
elaborate on the risks, challenges and
benefits. Separately, are there oppor-
tunities to improve traditional
appraisals to mitigate problems and
concerns that have been observed to
date?
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C1.6 Do you have any additional
feedback on issues and questions
raised by this RFI?

Where to get more information,
how to send comments, and a copy
of the document

To download a copy of the RFI,
google "FHFA requests input on
Appraisal-related policies, practices
and processes".

The RFI is for a very wide audi-
ence and includes material that
appraisers already know, so it is fairly
quick to read. I included  the page
numbers for parts most relevant to
appraisers that I included in this arti-
cle. 

To fill out a very brief feedback
form and upload your comments file:
www.fhfa.gov/AboutUs/Contact/Page
s/Request-for-Information-Form.aspx  

If this link does not work, copy and
paste it into your browser.

On the right side of the form, select
“select one” and Appraisal RFI is 
displayed

Editor’s comments
I know all appraisers have com-

ments on the issues in this RFT. Take
a few minutes and writeup your 
opinions. 

Will anyone read it? Will it make a
difference? No one knows, but I often
better understand when I write up an
appraisal, or reply to a request for
information from others by email. It
helps you focus on the issue. 

ment and consumer protections relat-
ed to non-appraiser entities providing
property inspection data?

B2.7 Should Enterprise type COVID-
19 appraisal flexibilities be part of an
updated appraisal process to address
disasters and other events to lessen
market impacts?

Operational Questions on Appraisal
Process Improvement

C1.1 What do you envision the
impact of appraisal process improve-
ments as described in this RFI to be
on the appraisal industry? What
impact, if any, has increasing use by
the Enterprises of alternative
appraisal solutions had on the avail-
ability and/or quality of traditional
appraisals?

C1.2 What would be the impact of
appraisal policy and process improve-
ments to the mid or late career
appraiser? Do you believe late career
appraisers would delay retirement if
they could focus on specific valuation
services like desktop appraisals? Or
alternatively, would late career
appraisers cease operations due to
technology adoption challenges?

C1.3 Do you believe appraisal policy
and process improvements would
have a positive impact on access to
credit, including for rural and under-
served markets by providing addition-
al valuation services that serve the
needs of these markets?

C1.4 Is there discrimination in cur-
rent collateral valuation practices? If
you believe there is discrimination,
describe the impact. Please provide
any relevant data or analyses to sup-
port your position. Conversely, are
there concerns that alternative or
automated solutions could have a dis-
criminatory impact?

A1.3 Do appraisal waivers have a
place in Enterprise appraisal policy
and process, and if so, for what seg-
ment of loans? What are the current
risks to Enterprise safety and sound-
ness in how appraisal waivers are
offered? Would caps or other limits
on their usage be appropriate?

A1.4 Would utilizing alternative
inspection workforces, such as insur-
ance adjusters, real estate agents, and
appraisal trainees assist with address-
ing appraiser capacity concerns? Are
there risks of using third-party non-
appraisers? If yes, How?

A1.5 Is there a need for additional
policies and controls to balance
potential risks with efficiency benefit
from appraisal modernization? If yes,
please provide your recommenda-
tions.

A1.6 Do the objectives as outlined
for the UAD update and forms
redesign meet the current and
future needs of the mortgage indus-
try? Are there opportunities for
refinements or additions?

B2.6 Is there any data or evidence
you could share regarding the
performance of alternative appraisal
solutions versus traditional
appraisals?

Questions on Risk Management

B2.1 How could the Enterprises make
additional data available to appraisers
while promoting appraiser indepen-
dence without crowding out other
data providers? What additional chal-
lenges arise if the enterprises provide
data to appraisers?

B2.5 What are the challenges associ-
ated with quality of service, enforce-

http://www.fhfa.gov/AboutUs/Contact/Page
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New Report on Prevalence of GSE
waivers from January 2020 to
October 2020 December 17, 2020
American Enterprise Institute (AEI)

I have been trying to get data on GSE
appraisal waivers for years. I knew
waivers were going up. AEI used
GSE data from 2012 to October 2020
for this report. Note: MRI is
Mortgage Risk Index.

Now we know how appraisers were
able to complete lots of loan
appraisals, even though there have
been very few new appraisers since
2008. If loan demand did not go up
dramatically in 2020, once again
appraisers would not have had much
more work in 2020. 

MBA Loan Volume Application Index – 1/16 to 1/21
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The increase in the use of waivers
from 1/20 to 10/20 for all types of
loans was up 137%. Cash-out refi
waivers increased 209%.

Looking at Fannie overall data for
October 2020, waivers were most pop-
ular on no cash-out refis. Purchases
were least popular for waivers. 

Summary:
Cash-out
Appraisal 72.5%
Waiver 27.5%

No Cash Out 
Appraisal 32.1%
Waiver 67.9%

Purchase
Appraisal 88.6%
Waiver 11.4%

Total loans
Appraisal 55.8%
Waiver 44.2%

LTV is a significant factor
LTV is a significant factor in use of

waivers. The table on the second page
of the report has lots of details: "Risk
Characteristics of GSE appraisal

waivers" for October 2020.  The
higher the LTV, the fewer waivers
were used.  

Even after taking LTV into
account, the MRIs (Mortgage Risk
Index) on loans with an appraisal
waiver are generally lower than for
loans without a waiver. This would
indicate that the GSEs are applying
other credit constraints that further
reduce risk.

LTV is a major constraint on
appraisal waiver eligibility. Even
after taking LTV into account, the
MRIs on loans with an appraisal
waiver are generally lower than for
loans without a waiver. 

As you can see in the graphs on
the next two pages, from October
2012 to October 2020, waivers
started increasing, starting in 2018,
and increased rapidly in 2020.

To get a copy of the PDF, google
Prevalence of GSE appraisal
waivers October 2020. 

See very good graphs and tables
on the next two pages (not
numbered)

Appraisal waivers up 137% for all loan types in 2020

mailto:ann@appraisaltoday.com
mailto:info@appraisaltoday.com
mailto:info@appraisaltoday.com
http://www.appraisaltoday.com


Prevalence of GSE appraisal waivers 
October 2020 originations

APPRAISAL WAIVER COUNTS AND SHARES BY AGENCY AND PURPOSE

SHARE OF GSE LOANS WITH APPRAISAL WAIVERS, 
BY LOAN PURPOSE AND ORIGINATION MONTH

SHARE OF GSE LOANS WITH APPRAISAL WAIVER BY 
ORIGINATION MONTH

The upward trend in the share of appraisal waivers leveled off 
somewhat this month. Although Fannie’s share rose from 42% to 
44%, Freddie’s share declined slightly from 47% to 46%, resulting in a 
only a slight net increase from 44% to 45% for the GSEs.

Shares of appraisal waivers by loan type stayed level this month. 
No cash-out is at 68%, cash-out is at 31%, and purchase is at 
11%. 

ABOUT
This Nowcast provides near-real-time insights on the 

single-family residential housing market

Sources: Fannie Mae & Freddie Mac, tabulated by the AEI Housing Center

+137% Increase in the use of waivers 
(all loan types) since Jan. 2020 +209% Increase in the use of Cash-out 

waivers since Jan. 2020
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Cash-Out

No Cash-Out

October 2020: Counts
Freddie Mac Fannie Mae

Cash Out NCO Purchase Total Cash Out NCO Purchase Total

Appraisal 46,279 67,487 101,475 215,241 57,902 81,686 126,371 265,959

Waiver 25,593 147,333 12,542 185,468 21,932 172,611 16,204 210,747

Total 71,872 214,820 114,017 400,709 79,834 254,297 142,575 476,706

October 2020: %
Freddie Mac Fannie Mae

Cash Out NCO Purchase Total Cash Out NCO Purchase Total

Appraisal 64.4% 31.4% 89.0% 53.7% 72.5% 32.1% 88.6% 55.8%

Waiver 35.6% 68.6% 11.0% 46.3% 27.5% 67.9% 11.4% 44.2%

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%



Risk Characteristics of GSE appraisal waivers 
SHARE OF FREDDIE & FANNIE LOANS WITH AN APPRAISAL OR APPRAISAL WAIVER BY LTV BIN WITH AVERAGE MORTGAGE RISK INDEX (MRI)

LTV bin is a major constraint on appraisal waiver eligibility. Even after taking LTV bin into account, the MRIs on loans with an appraisal waiver are 
generally lower than for loans without a waiver. This would indicate that the GSEs are applying other credit constraints that further reduce risk.   

ABOUT
This Nowcast provides near-real-time insights on the 

single-family residential housing market

Sources: Fannie Mae & Freddie Mac, tabulated by the AEI Housing Center

Average MRI

October 2020 October 2020 March 2020

Agency

CLTV Buckets Appraisal
Waiver 
Used

Share Using 
Waiver

Appraisal
Waiver 
Used

Appraisal
Waiver 
Used

Share Using 
Waiver

Purchase

Freddie Mac

60% or below 5.9% 25.3% 35% 0.9% 0.9% 7.3% 23.5% 22%

61 to 70% 4.7% 17.1% 31% 2.2% 2.0% 4.5% 14.3% 21%

71-75% 7.2% 14.5% 20% 3.6% 2.9% 8.1% 14.1% 13%

76-80% 27.1% 43.1% 16% 3.9% 3.7% 26.5% 48.1% 13%

81-85% 4.8% 0.0% 0% 4.8% 4.9% 0.0% 0%

86-90% 14.9% 0.0% 0% 7.1% 13.2% 0.0% 0%

91-95% 28.6% 0.0% 0% 9.9% 27.4% 0.0% 0%

Above 95% 6.9% 0.0% 0% 12.3% 8.2% 0.0% 0%

Fannie Mae

60% or below 6.2% 22.8% 32% 1.1% 0.7% 7.2% 21.3% 12%
61 to 70% 4.6% 11.1% 24% 2.6% 1.7% 5.3% 11.8% 9%
71-75% 7.7% 10.8% 15% 4.0% 2.5% 8.6% 11.5% 6%

76-80% 24.3% 55.3% 23% 4.3% 3.2% 24.8% 55.4% 9%

81-85% 4.5% 0.0% 0% 5.2% 4.4% 0.0% 0%

86-90% 13.8% 0.0% 0% 7.6% 12.9% 0.0% 0%

91-95% 28.0% 0.0% 0% 11.3% 24.9% 0.0% 0%

Above 95% 10.9% 0.0% 0% 11.4% 12.0% 0.0% 0%

Cash Out

Freddie Mac

60% or below 29.2% 66.2% 56% 3.1% 2.8% 31.1% 52.8% 0%

61 to 70% 20.8% 33.8% 47% 7.6% 7.1% 20.1% 38.9% 0%

71-75% 20.8% 0.0% 0% 10.5% 18.9% 2.8% 0%

76-80% 29.2% 0.0% 0% 9.7% 29.9% 0.0% 0%

81-85% 0.0% 0.0% 0% 19.1% 0.0% 0.0% 0%

86-90% 0.0% 0.0% 0% 22.0% 0.0% 0.0% N/A

91-95% 0.0% 0.0% N/A 17.2% 0.0% 0.0% N/A

Above 95% 0.0% 0.0% 0% 0.0% 5.6% 67%

Fannie Mae

60% or below 29.6% 67.9% 46% 2.8% 2.0% 31.6% 63.6% 31%

61 to 70% 20.7% 32.1% 37% 6.7% 5.2% 20.8% 36.4% 28%
71-75% 20.5% 0.0% 0% 9.5% 20.0% 0.0% 0%
76-80% 29.2% 0.0% 0% 8.8% 27.6% 0.0% 0%

81-85% 0.0% 0.0% N/A 0.0% 0.0% N/A

86-90% 0.0% 0.0% N/A 0.0% 0.0% N/A

91-95% 0.0% 0.0% N/A 0.0% 0.0% N/A

Above 95% 0.0% 0.0% N/A 0.0% 0.0% N/A

No-Cash Out

Freddie Mac

60% or below 35.5% 36.6% 69% 1.6% 1.3% 24.0% 32.0% 58%
61 to 70% 17.0% 22.1% 74% 4.6% 4.2% 13.4% 24.2% 66%

71-75% 11.3% 17.7% 77% 7.5% 6.3% 10.8% 24.7% 71%

76-80% 14.1% 12.8% 67% 7.4% 6.6% 17.0% 19.1% 54%

81-85% 6.7% 7.3% 70% 11.6% 11.3% 10.8% 0.0% 0%

86-90% 7.9% 3.3% 48% 11.3% 10.7% 12.6% 0.0% 0%

91-95% 7.2% 0.0% 0% 14.8% 11.0% 0.0% 0%

Above 95% 0.3% 0.0% 2% 15.5% 0.5% 0.0% 1%

Fannie Mae

60% or below 32.6% 44.7% 74% 2.0% 1.4% 25.1% 28.9% 53%

61 to 70% 16.8% 19.2% 71% 5.8% 4.3% 15.0% 18.3% 55%

71-75% 11.8% 16.6% 75% 8.8% 6.7% 12.2% 21.0% 63%

76-80% 14.0% 13.2% 67% 8.7% 7.1% 15.8% 18.7% 54%
81-85% 7.6% 2.8% 44% 12.7% 11.2% 9.7% 5.3% 35%

86-90% 8.6% 3.5% 46% 12.5% 11.3% 11.5% 7.7% 40%

91-95% 8.3% 0.0% 0% 16.6% 9.6% 10.3% 0.0% 0%

Above 95% 0.3% 0.0% 0% 14.6% 0.5% 0.0% 0%



Braintoss
By Wayne Pugh, MAI,

What can Braintoss do for me?
Braintoss captures your thoughts on the spot.  The app lets you create text, photo(s), or tran-
scribed audio notes. The notes can be sent to your email, Dropbox, Evernote, Trello, Todoist,
OneNote, MeisterTask, Checkvist, or any app that can receive data to a specific email address. 

iWatch users can quickly save and send a transcribed audio note using the Braintoss iWatch app.
Nothing could be quicker.

This video link will show a few examples of the use of the Braintoss app.
www.youtube.com/watch?v=rM4aPJv7Okk

Most real estate appraisers have a large volume of tasks to accomplish every day.  The Braintoss
reminder features can help keep you on track.  There are moments when you have a new idea
but cannot quickly make a note. Braintoss allows you to quickly and easily send a detailed
reminder for later reference.
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Figure 1:  Braintoss functionality

http://www.youtube.com/watch?v=rM4aPJv7Okk


The interface is simple to use. You can set it up with just a couple of entries. You just need to
enter your email and choose your language. Next, you will be looking at the main screen. There
are icons for the microphone, camera, and message options.

To make a recording, just long-press the microphone icon, and your message will be recorded,
transcribed, and emailed to your chosen address. 

Taking a picture or writing a text works in the same way - just long-press the camera or mes-
sage icon and type your message or use the camera to photograph anything for later reference. 

If the internet is currently unavailable, you can continue recording your message or posting your
images, and when you reconnect to the internet, Braintoss will forward the note(s).

If you have an iWatch with the Braintoss app, you can quickly record and send an audio note.
Very few productivity apps have this option.
Figure 2: iWatch Braintoss functions

Braintoss allows the user to save copies of documents, photos, and business cards you may
receive during your inspections or business meetings.

Suppose you need to look through a recently transmitted document while in the field; just review
the email messages sent in the past two weeks and find the information you need to check. The
message archive is located in the Braintoss History section.  

Technical Support
The Braintoss support team checks the comments posted by app users on multiple sites, includ-
ing iTunes, plus they are ready to answer any questions in various ways.  Contrary to a few
older Braintoss reviews on the internet, the transcribe function worked perfectly for me.  

Conclusion
This Braintoss app will help you remember what your day will look like, who you need to contact,
and what specific tasks you need to complete. There are no limits on how you can use Braintoss
to increase your productivity and complete.

R. Wayne Pugh, MAI, CRE, CCIM, FRICS is CEO of real estate consulting and
appraisal firm R. Wayne Pugh and Co., the head of Software for Real
EstateProfessionals Inc. and a principal member of Real Estate Counseling Group
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My comments
Who has been working on the new forms?

For about 2 years, groups of apprais-
ers and forms software vendors have
been working on developing the form. 

Participants have signed NDAs (non-
disclosure agreements) but sometimes
comment that they are on the committee
so appraisers will know who is repre-
senting us.  

The GSEs have been talking for
awhile about new forms. Now they have
decided on one master form. 

What about forms software?
All the vendors have been working

for a while to get ready for the new soft-
ware. At this time, it is uncertain if it
will be online, desktop, or both. 

What does the new form mean for
appraisers?

Looking at the infographic at the end
of this newsletter, after enlarging the
page, you will see many more items on
the sales comparison grid that have
adjustment boxes. 

The form wants to make appraisers
analysts, not just form fillers and will
probably require more work for
appraisers. Will we be paid more? Will
it take a lot more time to complete?
Probably. 
==========================
Egad! UAD and Forms Reforms an
opinionated view by George Dell,
SRA, MAI, ASA, CRE, LAI

I just viewed the brand-new Fannie
Freddie musical video with words.  A
pleasant present.

For appraisers, the single big
"NEWSBREAK" is that the move is to
one single uniform form.  All other
forms are to go away.  How can this be? 

It is simple.  We no longer use type-
writers on rectangular paper, 8 ½ by 14
inches!  We are free of the larger box.
Computer screens can expand and con-
tract reference menus and submenus
easily.  And most of us (appraisers
even) are used to seeing pop-up menus.
These can be dynamic.

For example, one question could ask:

"Is the subject part of a condominium
project?" 

If the box is checked, a larger menu
opens up with needed input regarding
the project.  WahLah! :) … condo fields
appear, and the condo form (as a sepa-
rate form) disappears!  The "grid" (if it
still exists), changes to adapt to condo
or attached features, rather than
detached SFR features.  Similarly, if
comment is needed, it can be entered
right next to, or below the data field or
selection.  They call these "expandable
components."  

Again, this is something easily possi-
ble, compared to fixed forms based on
typewritten pages.  What may be surpris
ing is that it took 20 years to get this
realization.

Appraisers and lenders can certainly
celebrate the elimination of non-relevant
fields.  

The video states: "Allow for data-dri-
ven processes to best assign … appraisal
or quality control review according to
complexity."  I have long advocated the
use of client entry risk measures to
define the scope of work or appropriate
method (which might be an AVM,
Form, hybrid, or something like the
EBV© (Evidence Based Valuation)
methods we present in
www.Valuemetrics.info classes.  

There is an interesting statement in
the video: "Now appraisers and clients
can collaborate more effectively."  This
may mimic a return to the
appraiser/underwriter relationship that
existed widely prior to the late 1900's.
That relationship also enabled some to
push value opinions and even fraud situ-
ations.  (My first published journal arti-
cle was about using statistics to identify
potential appraisal fraud).  

Today better collaboration could work
in a positive manner for the public
good.  However, it would take new clear
structuring of regulatory requirements
for both appraisal and banking/lending.  

It also would require good critical
(even creative) thinking to identify
potential unintended consequences.
Sometimes what seems like a simple

direct solution, results in bad, or even
opposite effects to what was designed
in the first place.

The use of a single report would sim-
plify many things, perhaps even reduce
software costs for appraisers.  The
CAA© (Community of Asset Analysts)
emphasizes the sharing of evolving ana-
lytic technologies.  

My classes (Stats, Graphs, and Data
Science) now use exclusively open-
source software, which has numerous
advantages and community-building
features.  

One benefit is the analytics can
evolve immediately, rather than having
to wait for 'forms' software providers to
release the next 'upgrade' - always at a
cost.  Transparency is good for lenders,
appraisers, risk analysts, and regulators.
Documented reproducibility is the call
of the near future.

The video states … "and a single
report for all residential properties
with:"
• Standardized info
• Dynamic components
• Intuitive flow

I look forward to the "intuitive flow"
aspect.  In general, the valuation
process as has been taught to us, is not
directly suited for the power of today's
modernized software.  We must analyze
markets, not compare comps.

We shall see.
We know little so far.  And as the

video says: "This is a long-term project.
Watch for periodic updates."  Although
little has been disclosed regarding the
exact forms, fields, and menus - it
seems the direction we are going maps
the inevitable path of the evolution of
valuation.  

I see the path in a positive manner.  It
will create a profession of asset ana-
lysts.  This profession will meld the
power of computer analytics with visual
interface, exalting the market knowl-
edge, personal experience, and training
of appraisers.  The only catch is that
appraisers will have to learn new tricks. 
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