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Why did Fannie select ANSI 765-2021? Which appraisers are using 
ANSI Now?  
 
Measurement Method (Fannie Fact Sheet and ANSI)  
    Measurements are taken to the nearest inch or tenth of a foot, and the final 
square footage is reported to the nearest whole square foot.  
 ANSI does not include stacked  condos and co-ops and 2-4 units properties.  
 I sent a list of questions to Fannie. The responses are indicated below by 
“Source: Answers to my questions submitted to Fannie.“  
 Much of the written material and all the images, except for the first floor 
sketch, are from Hamp Thomas’ book. I was only allowed to reprint several short 
sections from the ANSI document. See ANSI Resources below.  
 
My issues with ANSI (I included Fannie’s responses to both questions 
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below)  
 My two primary issues with ANSI Z765 - 2021:  
 1.  The ANSI Standards are only three pages long, with few changes made 
since 1996 when The National Association of Home Builders set it up. Very limited 
for appraisers, lenders, reviewers, state boards, etc. 
 There is resistance to any changes in order to keep it easy to understand. 
 The 13 members of the 2021 Consensus Committee include five appraisers. 
See the article on "Who Developed the Standards" in this newsletter for details. 
The standards do not address many appraisal issues. 
 There are no measurement standards for finished square footage that do 
not conform to ANSI Z765-2021 requirements, such as finished basements. 
Fannie says to put it on a separate line on forms. This will be very confusing for 
property owners, AMCs, etc.  
 Three or more appraisers measuring the same house could have different 
Square Footage for non-conforming sq. ft. 
 2. Why don't appraisers have their own Appraisal ANSI done by the 
Appraisal Foundation? TAF has a "collaborative effort with the Royal Institution of 
Chartered Surveyors and their International Property Measurement Standards 
which seek to standardize measurement standards globally." And, "Up until last 
month, (December 2021) Fannie Mae did not require that an appraiser follow a 
specific measurement standard."  
 The IPMS standard for detached dwellings, included in the Residential  
Building Standards, is difficult to use as it is mixed in with apartment buildings with 
limited floor plan drawings. 
 
ANSI Resourses used in this issue. More resources on Page 26 -classes, 
webinars, etc. 
 
 "Square Footage - Method for Calculating: ANSI Z765-2021" 16-page 
document.  $25.  
www.homeinnovation.com   click on Store in upper right.  I  use “ANSI document” 
to refer to this document below. 
 
 Fannie's 1-page Standardized Property  Measuring Guidelines.   Copy at the 
end of this newsletter.I use “Fannie Fact Sheet” to refer to this document below. 
 
 Measuring Square Footage with ANSI 2021: Home Measurement Textbook 
$29.95 paperback. New  book by Hamp Thomas. 
 To purchase the 125-page book on Amazon, search for “Hamp Thomas 
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book ANSI” 
 I use “ Hamp Thomas book”  to refer to this document below 
 
 ANSI is better than No Standard 
 Humans, including appraisers, don't like change. Standardizing home sq. ft. 
has to start somewhere.    
 Fannie will make a big difference in getting more appraisers and real estate 
agents using ANSI. 
 Fannie has chosen ANSI, which does not fit well on the grid and it only 
includes finished living areas above grade.  
 
Where to get more information 
 Source: Answers to my questions submitted to Fannie.  
   "We are assembling frequently asked questions to add to our Standardized 
Property Measuring Guidelines, (Fact Sheet) which will be published prior to April 
1, 2022." 
 As of late February, Fannie was in the draft phase of FAQs.  
 You can send a question to Fannie. Per Fannie, they typically respond within 
a day or two. The link is  www.fanniemae.com/appraisers   
 
Why did Fannie adopt ANSI? 
   Source: Answers to my questions submitted to Fannie.  
 "While Fannie Mae was not invited to participate in the consensus 
committee meetings, we have had conversations with committee members about 
our adoption of the ANSI standard." 
 "This policy update will standardize the method appraisers use to measure, 
calculate, and report gross living area (GLA) and non-GLA areas of subject 
properties."  
 "Valuations of residential property correlate strongly with GLA, yet, to date, 
there is substantial inconsistency in how appraisers determine it."   
 "Our adoption of the ANSI Z765-2021 (American National Standards 
Institute) Measuring Standard for measuring, calculating, and reporting square 
footage:"   
• "Creates alignment across market participants. 
• Provides a professional and defensible method for the appraiser. 
• Allows transparent and repeatable results for consumers of appraisal reports."  
 "One key factor in our decision to adopt ANSI standards now is the recent 
emergence of new technologies, such as phone apps, which can measure houses, 
generate floor plans, and calculate GLA".  
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 "In addition, the new desktop appraisal option Fannie Mae is launching 
requires a floor plan."  
 "Since appraisers are not inspecting the property personally for the desktop 
appraisal, we anticipate they will commonly receive the floor plan from a third 
party, so it makes sense that all parties (including the appraiser) would be using 
the same standards of measurement."  
 "In addition, ANSI is a standard that technologies can build to, other parties 
(such as real estate agents) can anticipate, and appraisers can create or consume 
with confidence." 
 Fannie said they have looked at Cubicasa and Inside Maps software. Both 
companies volunteered to make them ANSI compliant.  
 Per Fannie, ANSI is not required on 1004 Desktop appraials. 
   My comments: UAD, of course, is a primary factor. Fannie has lots of data from 
appraisals. They keep complaining about GLA differences among appraisers, and 
appraisers appraising the same house twice (or more) with different GLA.  
 Per Fannie, looking at two appraisers appraising the same house with 
different square footages, two out of every 5 appraisals had the same square 
footage as the assessor. 20% of the time there was more than a 10% 
disagreement.  
 
Why did Fannie not develop ANSI standards itself, instead of home 
innovations, and not make one specifically for appraisers?  
 Source: Answers to my questions submitted to Fannie 
 "Many appraisers have voluntarily adopted ANSI standards since it first 
launched in April 1996, and several states already require appraisers to use it."  
 "That said, there is currently no common standard among real estate 
agents, tax assessors, appraisers, and home builders across the United States. 
This leads to a lack of alignment across the housing landscape and a challenge 
(that) Fannie Mae is addressing with this policy update".   "Our 
decision to align with an established standard will help facilitate adoption, as there 
are a number of existing education materials and appraisers who have already 
adopted ANSI".   
 
Why was there such short notice - only 3 months? 
 Source: Answers to my questions submitted to Fannie. 
 "Some appraisers may need time to familiarize themselves with the ANSI 
standard, which is why the effective date for our policy is not until April 1, 2022."  
 "ANSI closely parallels common appraiser practices, so the adjustment to 
this methodology for many appraisers will be relatively seamless. For those 
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appraisers who may need training or a refresher on ANSI standards, there are 
multiple classes available that can help them get up to speed by April 1. 
    My comments: Fannie made an announcement at a recent national appraisal 
conference that they were working on it. But, Fannie often takes a long time to get 
changes done.  
 Unfortunately, at this time, there are only two 4 hour livestream classes 
available from appraiser elearning and McKissock. They have a limited number of 
attendees.  
 Both companies are waiting for approval for their online classes from the 
states. 
 Appraisal Institute is waiting for state approvals of their class.  
 Hopefully state approvals will come soon for the online classes. 
 
ANSI does not address some finished living areas, such as below grade or 
under 7 ft., that are not ANSI Conforming but recognized in the market. 
 Source: Answers to my questions submitted to Fannie.  
 "Fannie Mae’s Selling Guide policy sheds some light on this. When the 
subject property has an area that does not meet the ANSI minimum ceiling height 
requirements, the additional square footage must be reported on an additional line 
in the adjustment grid and an appropriate market adjustment applied, if 
warranted."    
 "Additionally, the appraiser must provide an explanation in the report for how 
this area was handled in order to comply with the ANSI standard and also 
acknowledge any contribution of the additional square footage". 
 "Please keep an eye out for updates to the Standardized Property 
Measuring Guidelines coming soon." 
 
Appraisals will have one line for ANSI and another line for non-ANSI sq.ft. 
with different price per sq.ft.  
 Source: Answers to my questions submitted to Fannie.  
 "This is already a recurring issue for appraisers, as it is common practice to 
treat some finished areas (low ceilings, below grade, sunrooms, etc.) separately 
from GLA.  
 The difference is that in the future such issues will be treated consistently 
and transparently, whereas now they are often inconsistent or not transparent to 
the user of the appraisal report. " 
 "With this change to our policy, appraisers will be able to clearly and 
consistently articulate how they differentiate GLA from non-GLA which will help 
avoid confusion for readers of appraisal reports." 



  
Page 6  February 2022 Appraisal Today 

 

 

 "Our longstanding policy on adjustment rates has not changed – we require 
appraisal adjustments to reflect market reaction. " 
 "This is explained in our Selling Guide section Adjustments to Comparable 
Sales (01/31/2017): “The expectation is for the appraiser to analyze the market for 
competitive properties and provide appropriate market-based adjustments...”   
 “Market reaction for non-GLA areas may be more, less, or equal to that of 
the GLA, which is up to the appraiser to determine.” 
 
What if you don't do any appraisals for loans submitted to Fannie? 
    I have no idea why I never noticed or thought about why, during my 35 years of 
appraising houses as a fee appraiser, there were no widely adopted home 
measurement standards done by appraisers! I just used what I was taught, 
measure to the nearest 1/2 foot. I never heard about this issue in any appraisal 
classes. I sometimes see ANSI referenced in an online comment. 
 BOMA (Building Owners and Managers Association) has six ANSI 
standards for commercial properties, starting 50 years ago, which I have used for 
commercial appraisals. 
 I have never had any type of statement about how I measure, what was 
included in GLA, etc. in any appraisal I have done. The client, attorney, another 
appraiser, etc. did not know how I did it. Big Mistake. I will do it now.  
    ANSI has a lot of issues, mostly related to how non-ANSI square footage is 
calculated. But, referring to a standard is an excellent idea, if only to reduce 
liability. Per Liability Insurance Administrators, one quarter to one half of the 
complaints they get  are about square footage.  
 
ANSI Resourses used in this issue. More resources on Page 13 -classes, 
webinars, etc. 
 "Square Footage - Method for Calculating: ANSI Z765-2021" 16-page 
document.  $25.  
www.homeinnovation.com click on Store in upper right.  I  use “ANSI document”t o 
refer to this document below. 
-------------------------------------------------------- 
 Fannie's 1-page Standardized Property  Measuring Guidelines.   Copy at the 
end of this newsletter.I use “Fannie Fact Sheet” to refer to this document below. 
--------------------------------------------------------- 
 Measuring Square Footage with ANSI 2021: Home Measurement Textbook 
$29.95 paperback. New  book by Hamp Thomas. 
 To purchase the 125-page book on Amazon, search for “Hamp Thomas 
book ANSI” 
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 I use “ Hamp Thomas book”  to refer to this document below I will start 
using measuring to the closest tenth of a foot on my next appraisals on everything 
I measure, such as detached living areas. I used metric measurements before I 
became an appraiser and miss it.  
 I don’t do lender appraisals, so don’t have to hassle with fitting it on the grid. 
My clients (typically estate executors and attorneys) can understand it. I will 
provide a Declaration and Statement of Square Footage.  
 I can use any Fannie advice or requirements when needed or relevant and 
will disclose this also.  
  
What if comparable sales are measured differently? (Fannie Fact Sheet) 
 "GLA for properties in local MLS systems and assessor records may not be 
ANSI-compliant. The appraiser may not know what method an MLS listing or 
assessor used to calculate the GLA".  
 "Through research and their knowledge of the local market, appraisers 
determine if the GLA provided through alternate sources should be adjusted. The 
adjustment process does not change the requirement to report subject GLA to the 
ANSI standard." 
 My comments: What are you doing now?   
 We still have to compare our GLA to assessor's office, agent measuring 
which can vary widely, another appraiser's measurement, or no GLA in MLS. 
Disclose, Disclose, Disclose. In my appraisals I did not discuss this  
much. I have changed to discussing the differences.  
 Some agents are using ANSI because their MLS requires it. This may 
increase now that Fannie is adopting it.   
 When my square footage differs from the assessor for the subject, I discuss 
the difference and why  I use my own measurements. I worked for a California 
assessor. We measured to the closest 1/2 foot.  
 
USPAP and ANSI  
 Below is the only reference in USPAP. Source: Appraisal Foundation.  
Q&A 181. Measuring single family residences using the ANSI standard. Note: This 
is still applicable for ANSI 2021 
 
Question: "Are appraisers bound by USPAP required to comply with ANSI 
Z765-2013, the Standards Method for Measuring Square Footage in Detached 
and Attached Single Family Houses?" 
 
Response: No. Appraisers are not required by USPAP to comply with ANSI 
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Z765-2013, which is a voluntary Standard. However, use of the ANSI Standards 
may be an assignment condition in some assignments.   Although 
appraisers are not required by USPAP to adhere to a specific standard of square 
footage measurement, appraisers are required by Standards Rule 1-1(b) to not 
commit a substantial error of omission or commission that significantly affects an 
appraisal.  
 This rule requires the appraiser to gather factual information in a manner 
that is sufficiently diligent. 
 Standards Rule 1-1(c) requires appraisers to not render appraisal services 
in a careless or negligent manner. Appraisers must use due diligence and due 
care in performing appraisal services, including gathering factual data such as 
square footage. 
 
Differences between ANSI and USPAP  
 We are all familiar with USPAP. As I was writing about ANSI, I kept thinking 
about how they are different.  
 Document price: ANSI Price $25 when updated vs. a more expensive 
USPAP book that must be purchased every two years.  
 When developed: ANSI 1996 vs. USPAP 1994 (using standards from 
professional appraiser organizations, established in the 1930s)  
   Document changes: ANSI every 5 years minimum vs. USPAP every two 
years. 
 Required class: ANSI none. USPAP Required every two years. 
 Length: ANSI 16 pages vs. USPAP hundreds of pages 
 Who makes decisions for changes: ANSI small committee from different 
types of members vs. Appraisal Foundation (TAF) selected the appraisers to be on 
the ASB.  
 Organized and run by: ANSI Home Innovations (NAHB subsidiary) vs. TAF  
 Enforcement: ANSI None. USPAP: State and Federal regulators 
 Funding: ANSI is funded by NAHB since its original development. vs. 
appraisers funding TAF 
 
Which appraisers use ANSI now and in the future? 
 In some areas, many appraisers use ANSI, and in others, few do. In my 
area, ANSI is not widely used.  Appraisers who use ANSI may have been trained 
that way.  Now that Fannie will require ANSI, I don't know what state boards will do. 
I only know of one state board, Kentucky, that requires ANSI.  
  
How many appraisers say they use ANSI, but don't really know what it 
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requires? 
     What is included in appraisals is typically a brief statement saying that they 
measured the home using ANSI Method to measure square footage. 
    Example: "Measurements for heated, finished space are based on exterior 
dimensions on all levels and follow the ANSI guidelines." This was copied from a 
recent appraisal report and is a typical statement disclosing ANSI. It is NOT a 
complete disclosure per ANSI requirements. 
    In a survey of 200 agents and appraisers who said they used ANSI Method for 
measuring square footage: 
 173 answered NO to the ALL of the following questions.  
• Have you read any part of this "standard" within the past year? 
• Do you own a copy? 
• Did you disclose that you used this method to your client? 
• Have you discussed this method with any other agent/appraiser; or in any 
continuing education class within the last year? 
• Has any other broker, appraiser, or a lender questioned your sketch or square 
footage total within the past year? 
 Source: ANSI 2021 Update Video Appraiserelearning - Hamp Thomas 
 If you have done this, you are not alone.  
    I recently listened to a Dustin Harris Podcast discussing ANSI. Dustin said he 
was trained to use a statement such as "measurements done by ANSI standards". 
Later he realized he had never read the document and did not know anything 
about the ANSI standards. 
 
  
 
============================================================ 
 



  
Page 10  February 2022 Appraisal Today 

 

 

Fannie vs. ANSI - similar with some differences 
Editor's comments: As of late January, the only official information from Fannie 
was the 1-page Standardized Property Measuring Guidelines (The Fact Sheet), 
and changes to their Selling Guide. I have included excerpts from the Fact Sheet, 
indicated in quotes.  
 See Fannie Selling Guide B4-1.3-05, Improvements Section of the Appraisal 
Report (12/15/2021), on Page 8 below, has more details on how Fannie integrates 
ANSI into their requirements.  
 The ANSI Standards and Annex (additional information) sections are 
copyrighted. I was only able to get permission for a few short excerpts and one 
sketch from Home Innovation, who administers ANSI.  
 
Terminology: Fannie GLA vs. ANSI Finished Square Footage 
  My comment: ANSI never adopted using GLA.  
 Source: Answers to my question submitted to Fannie:  
 GLA and above grade finished square footage are synonymous.  
 Fannie - GLA Gross Living Area is "Total area of finished, above-grade 
residential space; calculated by measuring the outside perimeter of the structure 
and includes only finished, habitable, above-grade living space." (Finished 
basements and attic areas are not generally included in total gross living area)."  
 ANSI - "The Finished Square Footage in detached single-family houses is 
the sum of finished areas on each level measured at the floor level to the exterior 
finished surface of the outside wall." The ANSI document discusses non-ANSI 
conforming issues and above grade vs. below grade." 
 Note: Fannie and ANSI  
terminologies are different, but what they require is very similar.  
 
What is finished area? 
 ANSI 2021: Finished area: an 
enclosed area in a house that is suitable for year-round use based upon its 
geographic region, embodying walls, floors, and ceilings that are 
similar to the rest of thehouse. 
 
What is not included in Fannie GLA? (Direct quote from Fannie Fact Sheet) 
 "Basement is any space that is partially or completely below grade is not 
included in GLA".  
 "The GLA calculation does not include openings to the floor below, e.g., 
two-story foyers." 
 "Finished areas must have a ceiling height of at least 7'. In a room with a 
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sloping ceiling, at least 50% of the finished square footage of the room must have 
a ceiling height of at least 7' and no portion of the finished area that has a ceiling 
height of less than 5' can be included in the GLA." 
 "If a house has a finished area that does not have a ceiling height of 7' for 
50% of the finished area, e.g., some cape cods (Ed. Note: a common architectural 
style on the East Coast), in conformance with the ANSI Standard, the appraiser 
may put this area on a separate line in the  Sales Comparison Grid with the 
appropriate market adjustment."  
 "The report will be ANSI-compliant and also acknowledge the contributing 
value of the non-GLA square footage." Source: Fannie Fact Sheet  
 
Does Fannie have an exception process? Source: Fannie Fact Sheet 
 "If the appraiser is unable to adhere to the ANSI Standard, the appraiser will 
provide the code "GXX001 -" in the Additional Features field on the appraisal form 
and must explain why compliance was not possible." 
 "For example, berm homes with their entire square footage below grade 
would be eligible for an exception. The appraiser must provide justification for an 
exception, lenders are responsible for confirming the appraiser provided an 
adequate explanation".  Note: this also applies to homes with little or no living area 
above grade.  
 "Fannie Mae will monitor for inappropriate use of exceptions (i.e., 
using methods other than the ANSI standard for homes that have typical 
above grade square footage)." 
 
ANSI® Disclosure (Declaration) Requirements 
"Failure to provide the declarations below - where applicable - voids any claim of 
adherence to the ANSI Standard." (page 3 of ANSI). Editor’s Note: or similar 
declarations 
  
The Main Three… 
1. Rounding 
2. Reporting of Above and Below Grade areas 
3. Areas not considered "finished" 
If necessary… 
4. Interior spaces not inspected method 
5. Plans based method 
6. Other methods  
 The requirements for the 3 above would be necessary in reports for new 
construction, drive-by inspections, or anytime an interior inspection is not possible. 
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Source: Hamp Thomas book 
 
Example Declaration detached single-family house with basement 
    "A 28.2 x 42.5 ft., two-story detached single-family house with 2,201 
above-grade finished square feet and 807 below-grade finished square feet, plus 
96 above-grade unfinished square feet in a utility room and 392 below-grade 
unfinished square feet in a basement. The first level has a 100 sq. ft. two-story 
space. In addition, the property includes a 240 sq. ft. enclosed porch and a two-car 
garage." Source: ANSI Z765 document, Page 5 Declaration 1( in the Annex 
information section).  
 "Reprinted and excerpted with permission, Home Innovation Research 
Labs, Upper Marlboro, MD; Copyright 2021; All rights reserved." 
 Editor's note: Hamp Thomas' book, Measuring Square Footage with ANSI 
2021, has many examples of declarations. On Amazon for $29.95 paperback. To 
purchase the book on Amazon, search for Hamp Thomas book ANSI 
 
Rules of Thumb Not in ANSI or Fannie. From Hamp Thomas book. 
• Five-tenths of a foot or less is rounded down and over five-tenths is rounded up. 
(Technically, 0.499 or less is rounded down and 0.5 or up is rounded up). Round 
(up or down) to the nearest tenth of an inch. 
• Six inches or less is rounded down. (Technically, 0.599 or less is rounded down 
and .6 or above is rounded up. Round (up or down) to the nearest inch. [i.e., 4 feet 
and .46 tenths = 4.5 (four feet and 5 tenths of an inch); or 4 feet and .78 inches = 4 
feet and 8 inches] 
• Use your best judgment 
• Deduct for exterior siding, corners, or caps, when they extend beyond the actual 
corner of the dwelling 
• Whenever the building is not the same width or length on all sides, experience, 
judgment, and common sense will dictate how to "square" the dwelling. 
 Another professional should be able to follow your sketch and produce 
similar results. 
 
No hand drawn sketches are allowed (Fannie)  
 "All footprint sketches and floor plans must be computer-generated (not 
hand-drawn), indicate all the dimensions needed to calculate the GLA and other 
required areas such as garage and basement, and show the calculations to 
demonstrate how the estimate for gross living area was derived." Source: (Fannie 
Fact Sheet) 
 From Selling Guide Section B4-1.2-01, Appraisal Report Forms and Exhibits 
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(12/15/2021) (Editor's Note: This may not be new, but is useful as a reminder.) 
 "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. The floor plan must include the 
following: interior walls, doorways, staircases, exterior ingress/egress, labels for 
each room, and provide the dimensions of all exterior walls." 
  
What about how the local market considers finished square footage? (ANSI) 
 Unless you only appraise relatively small new homes built in tracts, without 
basements, you will encounter non-ANSI conforming finished living area. Some 
cities and areas have lots of homes with non-conforming finished living areas and 
detached structures with finished living areas for example.   
    ANSI says that appraisers can apply "local customs" to handle these properties. 
The 2021 ANSI does not address measuring any non-ANSI square footage, 
including basements.  
 For example, there are many "high basement" Victorians in my market, 
where the grade level first floor is finished or unfinished. Other finished Victorian 
"basements" are partially or fully, below grade, which means it cannot be included 
in the finished living area square footage per ANSI.  
 I also look for whether or not there is interior access to the grade level 
"basement". If it is not there, I ask if it can it be created by adding interior or exterior 
stairs.  
 Another local example is homes on very steep slopes. Some have only the 
driveway at grade level. Others have the garage or the first floor at grade level. 
Fannie references berm homes, where the entire house is under a raised grass 
cover.  
 
Categories for the reporting in Residential Square Footage  
(Source: Hamp Thomas) 
   Traditional Categories 
1. Gross Living Area 
2. Gross Building Area 
3. Basement 
4. Porch/Patio 
5. Garage/Carport 
6. Other 
   Suggested Categories  
1. Above Grade 
2. Finished 
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3. Unfinished 
4. Below Grade 
5. Finished 
6. Unfinished 
7. Garage/Carport 
8. Exterior Living Area 
9. Detached/Other 
 
Fannie forms and ANSI focus on modern homes built in tracts 
 ANSI was developed by the National Association of Home Builders in 1996.  
 Modern homes built in tracts work best on Fannie forms (first developed in 
the 1970s) and thus Fannie databases. 
 This affects how well they work for appraisals. Most appraisers, if only 
infrequently, appraise homes with different types of condition, remodeling, style, 
and age of homes.  
 Many of these homes have finished living area that will not conform to ANSI 
Standards. Using Fannie forms for appraisal reports can be tricky, sometimes like 
trying to fit a square box into a hole.  
 
Fannie full appraisals shifting to the "tough ones" 
 About 50% of Fannie loans do not require full appraisals due to the use of 
their AVM. There may be increased use of desktop appraisals starting in March 
2022. 
 The non-tract, time consuming properties, and rural properties, often don't 
work well with AVMs, so full appraisals will be ordered. These appraisals require a 
higher level of experience and expertise. Hopefully, fees will be higher as they are 
time consuming. 
 I remember the days of appraising the same tract home over and over for a 
local bank that specialized in Fannie loans, when interest rates were declining. 
Easy Money!  
 
What about consumers? 
 I recently mentioned to a friend that I was writing about  a new appraisal 
topic. She asked if it was Zillow values? In reply I said I was writing about a new 
Standard for measuring homes. Now, if three appraisers measured your home 
now, the square footages would be different. She was surprised.  
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Will Fannie delay requiring ANSI, similar to the delay for the 1004MC form? 
 The 1004MC form is notorious for providing misleading interpretation of 
home prices over time, which can affect property values. Many appraisers 
opposed it.  
 Use of ANSI is the first step in establishing a standard for home 
measurement for appraisals, which will help all appraisers.  
 The only big change in ANSI is measuring to the nearest inch or tenth of a 
foot, using your tape or laser device. This does not affect values. 
 
Won't it take many years for use of this ANSI standard to be widespread, 
especially to MLSs? 
 The first version was in 1996. Some real estate boards have adopted ANSI. 
I know of one state appraisal board that requires it - Kentucky. States that 
recommend it include AL, AK, CO, CA and NC per Fannie.  
 If many state appraisal boards require using ANSI, this will increase the use 
of it.  
 No large national organization, except Fannie, has required it until now.  
 Adoption will be much faster now with Fannie adopting it.  
 
Why can’t appraisers get our data submitted to Fannie on UAD? 
 Per Lyle Radke from Fannie, this is a long term project with a big effort and a 
big process.  
 The issue is licensing appraisers to use the data. Now, only lenders contract 
with Fannie to do this.   
 
Will other organizations adopt ANSI? 
Source: Answers to my questions submitted to Fannie.  
 "We cannot speak to other organizations’ adoptions plans; however, we 
hope other industry participants will adopt ANSI Z765-2021, which will lead to 
more consistent reporting of square footage." 
 Fannie also said “This is the first step of a journey.”.  
 My comments:  Freddie Mac is most likely to adopt ANSI, as they have 
usually done this after Fannie does something. FHA and VA have been slower to 
change.  State appraisal regulators may adopt it. For now, only Kentucky has 
adopted mandatory ANSI.  
 Some real estate boards across the country require that agents use ANSI 
measurement standards. At least four states require that agents use ANSI for 
measuring homes: KY, AL, AR, and NC. There are at least three more, but I don't 
have their names. 
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Other measurement standards 
 ANSI is one of the three formal measurement Standards for residential use 
in the United States: ANSI (American National Standards Institute), the AMS 
(American Measurement Standard), and the HMS (Home Measurement 
Standard).  
 Both are 83 pages and were developed by Hamp Thomas.  
 Another standard is The North Carolina Real Estate Commission's 
publication "Residential Square Footage Guidelines." Source: Hamp Thomas book 
 Fannie looked at AMS and ANSI and selected ANSI because it was a well 
known standards organization and some appraisers were using ANSI. Also, ANSI 
Standards were much shorter.  
  
Commercial measurement standards 
 BOMA (Building Owners and Managers Association)  Floor Measurement 
Standards. All are free downloads 
• Office (ANSI/BOMA Z65.1) 
• Industrial (ANSI/BOMA Z65.2) 
• Gross Areas (ANSI/BOMA Z65.3) 
• Multi-Unit Residential (ANSI/BOMA Z65.4) 
• Retail (ANSI/BOMA Z65.5) 
• Mixed-Use (ANSI/BOMA Z65.6) 
 Plus International Property Measurement Standards (IPMS) 
    Appraisers, real estate agents, property managers and others use them for 
commercial properties.  
  
Fannie Selling Guide B4-1.3-05, Improvements Section of the Appraisal 
Report (12/15/2021)  
 
Editor's Notes: ANSI standards do not include stacked condos, co-ops and 2-4 
units. ANSI does not use GLA. Condos are a form of ownership, not an 
architectural style. SFRs and townhomes can be condos.  
 The text below is a copy of the section that references ANSI. This has 
detailed information for appraisers.  
 
Gross Living Area (Fannie)  
 "Appraisers must follow the 2021 ANSI Square Footage-Method for 
Calculating - ANSI Z765-2021- when measuring, calculating and reporting the 
gross living area and basement square footage of the subject property. Loans are 
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not eligible for purchase by Fannie Mae if the appraisal does not report the gross 
living area in conformance with this standard." 
 "The most common comparison for one-unit properties, including units in 
PUD, condo, or co-op projects, is above-grade gross living area and below-grade 
square footage."  
 "The appraiser must be consistent when reporting the finished above-grade 
gross living area, below-grade square footage, and room count."  
 "The need for consistency also applies from report to report. For example, 
when using the same transaction as a comparable sale in multiple reports, the 
room count and gross living area must not change." 
 "When using sketching or 3D scanning software, the resulting output must 
also conform to the ANSI Z765-2021 standards."  
 "See Exhibits for Appraisals in B4-1.2-01, Appraisal Report Forms and 
Exhibits for additional information on sketches and floor plans." 
 "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."  
 "Fannie Mae considers a level to be below-grade if any portion of it is 
below-grade, regardless of the quality of its finish or the window area of any room. 
Therefore, a walk-out basement with finished rooms would not be included in the 
above-grade room count."  
 "Rooms that are not included in the above-grade room count may add 
substantially to the value of a property, particularly when the quality of the finish is 
high. For that reason, the appraiser should report the basement or other partially 
below-grade areas separately and make appropriate adjustments for them on the 
Basement & Finished Rooms Below-Grade line in the Sales Comparison 
Approach adjustment grid." 
 "Detached structures with finished square footage must be reported on a 
different line in the adjustment grid and not included as part of the subject's 
reported gross living area. 
When the subject property has an area that does not meet the ANSI minimum 
ceiling height requirements, the additional square footage must be reported on an 
additional line in the adjustment grid and an appropriate market adjustment 
applied, if warranted."  
 "Additionally, the appraiser must provide an explanation in the report for how 
this area was handled in order to comply with the ANSI standard and also 
acknowledge any contribution of the additional square footage." 
 "If the appraiser is unable to adhere to the ANSI Z765-2021 standard 
they must enter "GXX001-" at the beginning of the Additional Features field 
of the appraisal and provide an explanation of why they were not able to 
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comply." (bold added) 
 "For example, if the appraiser is performing an appraisal in a state that 
requires adherence to a different measuring standard, then the loan may still be 
eligible for purchase by Fannie Mae." 
  
Where to get Fannie information  
 Read Fannie's Standardized Property  
Measuring Guidelines (Fact Sheet).  Attached to this newsletter. Per Fannie, FAQs 
will be coming soon. A good resource is www.fanniemae.com/appraisers  .  
Go to bottom of the page to submit your questions, which they  typically answer 
within a day or two.  
 
============================================================   
 
Who Developed ANSI Z765-2021  and Who Approved the 2021 
Changes? 
 
"Square Footage - Method for Calculating: ANSI Z765-2021" was created in 1996. 
The most recent version was approved March 21, 2021.  
 
Editor's comments: This is a bit "dry" to read, but many appraisers are not aware of 
what ANSI does, so I included the details. Often, the first questions appraisers ask 
is "What is ANSI?" Knowing about who approves changes is important so you 
know how you can provide input.  
    "In April 1994, the National Association of Home Builders (NAHB), at the 
request of the Greater New Orleans Home Builder's Organization, commissioned 
the NAHB Research Center (a wholly owned subsidiary of NAHB; renamed the 
Home Innovation Research Lab, to act as the secretariat for an ANSI Accredited 
Standards Committee a group of organization representatives and individuals 
materially and directly affected by the development of an ANS (American National 
Standard) for the measurement of square footage in detached and attached single 
family houses. The committee held its first meeting on November 22, 1994." 
Source: ANSI document, Page i. Excerpted with permission, Home Innovation 
Research Labs, Upper Marlboro, MD; Copyright 2021; All rights reserved  
 The standards document is available for $25 exclusively through Home 
Innovation Research Labs, formerly the National Association of Home Builders 
(NAHB) Research Center. www.homeinnovation.com Click on Store in the upper 
right. 
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What's in the 16-page Document? 
 
Cover Page    1 Page 
Introduction/Contents/History 4 Pages 
 
Part 1  Scope/Definitions/Calculation/Disclosures   (Standards)  3 Pages 
Part 2 Annex -   2 Pages  

(Explain and illustrate, not part of Standards)  
Part 3 Sketches   6 Pages 
 One sketch per page. One sketch is at the end of this article. Home 
Innovations allowed one sample page.  
 
History of changes 
    ANSI requires periodic review of the standards. The most recent version was 
approved on March 31, 2021.  
 Proposed changes included: 2 from committee members and 26 from the 
public (real estate agents and appraisers). The meetings started in March 2019.  
 This is only the third update in 25 years. Only 12 changes have been 
approved since 1996 
 ANSI was first released in 1996, after two years of discussion.  
2003 - 5 minor changes approved 
2011 - The standard was reaffirmed in  the 2011 revision cycle - i.e., the 
Committee reviewed the document and did not approve any changes, resulting in 
ANSI Z765-2003(R2013) 
2013 - 2 proposed changes, not approved. Same as 2003 version 
2017 - No change. 
2021 - 7 changes approved. First discussed in 2019 and delayed due to Covid 
 
Why have few changes been made since the first Standard in 1996? 
 Per Home Innovation: As stated in the Foreword of the Standard document, 
"A standard allows individuals and organizations that use different terminologies 
based on different points of view to communicate, cooperate, and calculate 
quantities on a common basis. This Standard promotes these goals in the hope 
that square footage calculation can become an item of agreement rather than a 
point of contention between groups with different interests and concerns."  
 "The ‘simplicity’ of the Standard is intentional and functional in keeping with 
the intended goal of the Consensus Committee. While a professional appraiser is 
needed to apply the Standard in a formal way, the Committee does not believe 
someone should have to be a professional to understand its content."    



  
Page 20  February 2022 Appraisal Today 

 

 

 
2021 ANSI changes - this is important as many appraisers using ANSI now 
are unaware of the changes.  
1. Year round use - Heating and cooling not required. Based on its geographic 
region. (Hawaii and Alaska, for example) 
2. Finished stairs suitable for year round use ascending to an unfinished upper 
area are included in the square footage calculation. For example finished stairs 
from a finished second floor to an unfinished attic. The stairs are included in the 
finished area for the second and third floors. The sketch of the third floor would 
show only the stairs as square footage.  
3. Elevator shaft, dumbwaiter, or laundry chute - included in finished area 
square footage 
4. Painted concrete - area ok for including in ANSI finished sq.ft. Bare concrete 
is not included. A list of other acceptable decorative finishes is provided. Of course, 
judgement is required. This may vary in your market.  
5. Finished area vs. square footage - Clarified The finished square footage in 
detached single-family houses is the sum of finished areas on each level 
measured at the floor level to the exterior finished surface of the outside wall. ANSI 
does not address outside walls such as stone and brick that are wider than wood 
siding or stucco for example.  
6. Finished areas not connected to house. These areas cannot be included in 
the Statement of Finished square footage but can be listed separately. The part 
that said, "if calculated by the methods described in this standard," was removed. 
As always, explain how and why you measured the area in a disclosure statement. 
You can also quote the AMS or the HMS standards.  
7. Sloped ceiling measurements - how to measure. The issue is whether or not 
to include the exterior walls. About half of the appraisers included exterior walls 
and half did not. Now, you only measure the interior space.  
However, numbers 2, 3, and 4 are in the Annex section of the document, which is 
not part of the 4-page ANSI guidelines.  
 What does that mean? Not clear, especially in court. The Annex is not an 
enforceable part of the standard. Source: Hamp Thomas 
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How often is ANSI updated? 
 Per Home Innovation "The review and subsequent revision was driven by 
the ANSI Standards Development process and procedures. The maintenance of a 
standard by review of the entire document and action to revise or reaffirm is on a 
schedule not to exceed five years from the date of its last approval." 
 
What is ANSI, The American National Standards Institute? 
    ANSI Z765 is accredited by ANSI, a private non-profit organization that 
oversees the development of voluntary consensus standards for products, 
services, processes, systems, and personnel in the United States. ANSI 
Standards are voluntary and done by consensus. 
 ANSI was founded in 1918 by five engineering societies and three 
government agencies. Membership is 125,000 companies and 3.5 million 
professionals. 
 ANSI accredits standards that are developed by representatives of other 
standards organizations, government agencies, consumer groups, companies, 
and others. 
 These standards ensure that the characteristics and performance of 
products are consistent, that people use the same definitions and terms, and that 
products are tested the same way.  
 
ANSI's required procedures for developing and changing standards 
 Although ANSI itself does not develop standards, the Institute oversees the 
development and use of standards by accrediting the procedures of standards 
developing organizations.  
 ANSI accreditation signifies that the procedures used by standards 
developing organizations meet the Institute's requirements for openness, balance, 
consensus, and due process for American National Standards that carry the ANSI 
designation. 
 
The American National Standards process involves: 
• Consensus by a group that is open to representatives from all interested parties 
• Broad-based public review and comment on draft standards 
• Consideration of and response to comments 
• Incorporation of submitted changes that meet the same consensus requirements 
into a draft standard 
• Availability of an appeal by any participant alleging that these principles were not 
respected during the standards-development process. 
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Who is on the Consensus Committee Roster for ANSI Z765 for the 2021 
update 
    Editor's note: this is in the ANSI document 
    There are three categories: Producer (5 - Build homes), User (5 Appraisers), 
and General - 3 
 
Producers 
• 2D Homes Primary Rep: Victor Drozd 
• Wright Building Co. Primary Rep: Jeremy Wright 
• Meritage Homes Primary Rep: Brian Juedes 
• National Association of Home - Builders Primary Rep: Cesar Lujan  
•W.M. Foley Construction Corp (Chair) Primary Rep: Wayne Foley 
  
Users (Appraisers) 
• B.M. Appraisals Primary Rep: Byron Miller 
• Freitag Appraisals & Consulting Primary Rep: Mark Freitag 
• Mississippi Coalition of Appraisers Primary Rep: Jean McCarty 
• Reynolds & Associates Primary Rep: Bryan Reynolds 
• Tekboys Primary Rep: Darwin Ernst 
  
General 
• City of Winter Park, Fl. Primary Rep: Kristopher Stenger 
• Consumer Reports Primary Rep: Jim Nanni 
• Myers Law Primary Rep: Daniel Myers 
 
How was information sent to appraisers about applying to be on the 
committee? 
 Per Home Innovation, "As with all ANSI Standards, an announcement of 
opportunity to apply for a Consensus Committee is made in ANSI Standards 
Action; for this Standard, because Home Innovation Research Labs served as 
Secretariat, the announcement was also posted on the Home Innovation website, 
and was sent to/appeared in multiple industry publications." 
  
How were committee members selected? 
 Per Home Innovation "There were 5 Appraiser applicants; all were deemed 
to be qualified by virtue of meeting the Consensus Committee requirements and 
agreed to take on the time commitments inherent in a Standards Development 
process." 
    There is a good deal of extensive information at www.homeinnovation.com , in 
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"Standards Development and Maintenance Program Procedures for Consensus 
Developed Standards", September 2021, including information on the selection of 
consensus committee members.  
 For example, "The ESC (Executive Standards Committee) will consider the 
qualifications of the applicant, reasons for interest, need for additional 
representation in various Interest Group Categories, dominance of any single 
interest, and the requirement for openness and balance." 
    "Those seeking membership on a consensus committee shall submit a request, 
on an application form designated for the purpose, to the Standards Coordinator 
for review and approval by the ESC." 
    My comment: I contacted three of the five appraiser members. All taught ANSI 
Z765. Three of the five appraisers had SRAs. One said he called home 
innovations about a question, and they told him about it. Two others said someone 
told him, but they did not remember who.    
 There was a link to an application online, but it is not available now.  
I suspect that many appraisers will apply next time and send requests for changes! 
 
Strongly Recommended    
 Purchase the ANSI standards, "Square Footage - Method for Calculating: 
ANSI Z765 2021" for $25.  
 Because of copyright restrictions I was only able to include a few small 
excerpts and one sketch (out of five).  
 I am hearing and reading online a lot of interpretations and other comments 
that are not correct.  
 Read and study the short document so you know what it says.  
 There is limited reliable nformation available now. Hopefully more is coming 
soon.  This is significantly shorter than USPAP and does not change every two 
years. 
 Two comments I have read:  
• I use ANSI but never heard about 5 ft. on sloped ceilings.  
• I use ANSI but thought I could measure to the closest half foot.  
 When you read the 16-page document, the Standards are only three pages. 
The rest of the document is introduction, diagrams and explanations.  
 To purchase go to  
www.homeinnovation.com  and click the Store button on the upper right of the 
page. This is the only place it can be purchased. Per Home Innovation they are 
having inquiries about bulk purchases. 
 
================================================== 
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The Sketch on the next page is from Page 5 of the ANSI 16-page document.  
"Reprinted and excerpted with permission, Home Innovation Research Labs, 
Upper Marlboro, MD; Copyright 2021; All rights reserved."  
 
This sketch is 1 of 5 for a two story home with a  basement and a sloped ceiling on 
the second floor. The dashed line indicates the first floor above grade finished 
square footage. Note: no measurements are included are any sketches in the 
ANSI document. 
 
Purchase the document for $25 to see all the sketches and explanations see the 
first newsletter page. 
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================================================ 
 
ANSI Resources 
 
NOTE: This information is changing weekly, and sometimes daily. 
 For the most recent information, go to www.appraisaltoday.com/ANSI   
 I will  also put any recent changes in my Friday free newsletter.  
 
ANSI Resources - What are the best for you? 
 There are many different ways to learn. What is the best for you? Read, 
listen to speaker (podcast, webinar, or class), look at sketches, watch video 
demonstrating how to measure or practicing measuring yourself. 
 When writing about ANSI, I include references at the end of each article.  
 For me, best way to learn is measuring. then watching a video, next is 
listening to a podcast. Last is reading. 
 
Must Have Now  
 "Square Footage - Method for Calculating: ANSI Z765-2021" 16-page 
document.  
 There are only 3 pages of standards, 2 pages of explanation (Annex) and 6 
sketch pages. Lots shorter than USPAP and does not change every two years. 
 Don't rely on what others say is in ANSI. If you put in your appraisal reports, 
"Measurements using ANSI standards" but have never read it, you really need to 
read it, including the 2021 changes.  
 The standard is available exclusively for $25 www.homeinnovation.com  
and click on Store in the upper right.  Copyrighted, protected PDF.  
 
Very good book 
New ANSI book by Hamp Thomas, Measuring Square Footage with ANSI 2021: 
Home Measurement Textbook $29.95 paperback 
 To purchase the book at amazon, search for Hamp Thomas book ANSI.
 This book has lots of information. The March issue of the monthly Appraisal 
Today will have a review. 
 The Author, Hamp Thomas, started writing about ANSI in 2006 and has 
taught many classes.   
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Classes and webinars 
 
Do Not Take A Class Using the 2013 Version of ANSI!! Look for ANSI Z765-2021 
 Education providers who have been offering the 2013 version are updating 
their classes to the 2021 version. When I was looking for classes, it was confusing. 
I kept getting info on 2013 version of ANSI.  
 Also be careful with written material: Youtube videos, recorded webinars, 
etc. Online comments may, or may not, be reliable, especially since this is so new. 
We only had 3.5 months notice.  
    
Appraiserelearning: 
 Note: go to www.appraiserelearning and click on the link you want at the top 
of the page - indicated below.  
CE  
• Live streaming.  $99.95 Measuring with ANSI & the 2021 ANSI Update. Feb. 
9 and 24. I attended this class. Very good. 354 pages of slides free. 
• Live. ANSI Road Show 4 hour in live, in person Live class. First class Feb. 8 
in Charlotte, NC $199.95 Next class Feb 25 in Seattle. Will be traveling to different 
states for live, in person 4-hour CE class.  
• Online Home Measurement, & the Power of Price-Per-Square-Foot Created 
Exclusively for Residential Appraisers based upon Square Footage-Method for 
Calculating ANSI Z765-2021 7 hours CE online credit $119. I took this class. New 
update by April 1, 2022 with lots more ANSI material. 
 
No CE:  
• Free recorded webinars on the Youtube channel. Go to www.youtube.com  
and search for appraiser elearning.  
 The most recent webinar was Feb. 29 with Lyle Radke from Fannie Mae.  
 Some of the short Fannie references in this article were from that webinar. 
Very good.  
• 45 minute video of the 2021 changes The ANSI® 2021 Update with Hamp 
Thomas $49.95 Direct link: 
https://appraiserelearning.com/product/ansi-2020-2021update-non-ce-video-clas
s/ Good if you already use and know the 2013 version. 
• (Updates) List of weekly Webinars ($28.95) and Free Podcasts:  
 Note: appraiserelearning has been offering ANSI classes for awhile. Hamp 
Thomas started writing about ANSI in 2006-2007 and has been teaching for for 
many years.  He started teaching for appraiserelearning in 2014.  
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Measuring 1-4 Unit Residential Properties-with ANSI Z765 Standard   
 Livestream. 4 hours CE.  
Per the instructor: About 3 hours is spent on ANSI.  There is an introductory 
section and a section on measurement "best practices," which can be applied to 
the ANSI part of the course as well.  There is also a section on measuring 2-4 unit 
properties, which ANSI does not cover 
 To sign up: Go to www.McKissock.com  
1. Click on Appraisal, then CE Livestream 
2. Click on State, then Continue 
3. Search the list (control-F keys) and search for ANSI 
 Online version waiting for state approval.  
 I am taking this class February 6 and will be reviewing it in March issue.  
 
Appraisal Institute 4 hour CE  coming soon. 
 
============================================================ 
 
Sloped ceilings, stairs and below grade issues 
 
Editor's Notes: The six sketches in the ANSI Standards document are copyrighted, 
so I could not include one of them. I used a few sketches and square footage 
calculations from the Hamp Thomas book.  
    Hamp has many other sketches and explanations, such as dormers and bay 
windows, and also includes suggestions on measurement for areas not covered by 
ANSI standards.    
 To order Hamp's 125-page book on Amazon, search for Hamp Thomas 
ANSI. The book's name is "Measuring Square Footage with ANSI 2021" and 
updates the 2013 version.   
 
Sloped ceilings measurement 
     The square footage of the room must have a ceiling height of at least 7' and no 
portion of the finished area that has a ceiling height of less than 5' can be included 
in the GLA. 
    Source: Fannie Fact Sheet. ANSI is very similar.  
 Excellent short video by Hamp Thomas. Go to www.Youtube.com  and 
search for Measuring Rooms with Sloped Ceilings Per ANSI 2021.  
 The only 2021 change is using only interior dimensions,.   
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5 ft. from floor for measurement for sloping ceilings - wide variations now 
    There are wide variations in measuring how far to go in for measuring on each 
side with no standards. Using shoulder height depends on your total height. For 
example, a 5 ft. tall person would have different square footage than a 6 ft. tall 
person. 
    There were many non-ANSI methods used by appraisers, resulting in wide 
variations in usable square footage. I used my shoulder and am 5 ft. 3 inches tall. 
Here are a few: 
• My shoulder height. 
• Can usually eyeball it. 
• Guesstimate it, that works as good as the assessor 
• Chin height 
• Head 
- Hip 
• Sitting in a chair where my head hits the wall 
• Where my head hits the slope and I take a step back 
 Source: Appraiserelearning free webinar  ANSI 2021 Update Video 
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Stairs included in finished square footage on both levels 
    Staircases are included in the GLA of the floor area from which they descend. 
Source: Fannie Fact Sheet. 
2021 ANSI change: Finished stairs suitable for year round use ascending to an 
unfinished upper area are included in the square footage calculation.  
 For example, finished stairs from a finished second floor to an unfinished 
attic. The stairs are included in the finished area for the second and third floors.  
 The sketch of the third floor would show only the stairs as square footage. 
Source: Hamp Thomas  
 
Example: 
First floor: 1,200 sq.ft. 
Second floor: 1,200 sq.ft. 
Third floor (part of unfinished attic): 300 sq.ft.  
 The area of the staircase is counted in the finished square footage on the 
first and second levels. With two floors, stairs are counted as square footage on 
both levels, regardless of what is below the staircase on the first level (half-bath, 
closet, or no access). Source: Hamp Book. 
 
How to visualize stairs 

Good explanation from Renée Healion, SRA, ASA in an appraiser email 
discussion group. 
 "Many people struggle with the staircase and level question. The way I 
picture the stair/level matter is this, working from the uppermost story: 
 Imagine a staircase as a flap, hinged at the top, not attached at the bottom. 
Spring-loaded, if it helps. 
 Next, imagine the flap rising to the closed position. The stairs close the gap 
in the floor from which they descend (in this standard). Count it there. 
 The floor area directly below the staircase/closed flap is exposed as a part of 
its level's floor area. Count that there. 
 A staircase from the first floor to the basement "closes" to the first floor, not 
the basement." 
 Per Hamp by email: If finished stairs descend into an unfinished basement, 
they are included in the square footage of the unfinished (or finished) basement.  
 Excellent short video by Hamp Thomas: Search Youtube for How to 
Measure Stairs in Square Footage Per ANSI Per Hamp, this has not changed for 
2021.  
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Above and Below grade 
    This isn't very clear. The illustration below shows it. Source: Hamp Thomas 
book.   
 Per ANSI: Grade: In all cases, any space located "below-grade" must be 
listed as a basement or below grade. If any part of a space is below-grade, then the 
entire area is deemed below-grade and must be separated from the above-grade 
living space(s). (below ground level) with a level of finish similar to the main 
finished living area or GLA (meeting all the criteria of GLA), but considered as 
below grade. Below grade finished square footage refers to and is defined as: 
finished space that is below grade only. 
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My Final Comments: 
 Before writing these articles I knew almost nothing about this ANSI standard 
and had never used it. 
 My first reaction on Dec. 15 was that I don’t do any lender work and don’t 
need it. On Dec. 21, I listened to an appraiserelearning video. I 
 understood what it was and why it was so important to all residential appraisers. 
 Unfortunately, there is limited information now on ANSI and Fannie. 
Hopefully, soon there will be more sources. 
 Writing these articles was very  
difficult due to the lack of  information. 
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Does My Neighborhood Really Need to Be Analyzed?" Part II 
By Tim Andersen, MAI 
 
============================================================ 
 
In last month's article, I started talking specifically about neighborhood analysis as 
Fannie Mae understands the issue.   
 In this article, we're going to talk about the degree of development and 
growth rate, trends of property values, demand and supply, and marketing time, 
and price range, and predominant price. 
 This is right out of the Fannie Mae Selling Guide, specifically section 
B4-1.3-03, called Neighborhood Section of the Appraisal Report.  
 When Fannie Mae talks about the degree of development and growth rate, 
what it really means is, the form wants to know how much the neighborhood is built 
up.  
 Of the available land, how much is developed? It doesn't make any 
difference in how much of it is developed with single-family residences, condos, 
industrial properties, commercial properties, etc. That's not important.  
 What is essential, at this point, is Fannie Mae wants to know how much of 
the neighborhood is built up rather than vacant or, in some cases, raw land. 
 
How much vacant land 
 As Fannie Mae looks at this percentage, it understands the available land in 
the neighborhood that has been improved and wants to know this.  
 It wants to know this because it's interested in knowing where growth is 
going. Is growth going anywhere? Is there room for growth? Is the neighborhood in 
a growth stage, in a steady stabilization stage, in a decline phase, in a revitalization 
phase?  
 Fannie wants to know all of that stuff simply because, as we have already 
talked about, Fannie Mae is interested in understanding the risks inherent in any 
particular neighborhood.  
 It wants to know the percentage of land that is developed residentially 
because Fannie Mae doesn't lend on non-residential properties. 
 If the property in the neighborhood is rural or undeveloped, the lender has to 
focus on making sure that the development will be residential in nature rather than 
something else.  Again, this is a risk factor we help Fannie Mae come to 
understand.  
 Now, part of understanding what's going to happen in the neighborhood is a 
function of zoning, which is also a very deep portion of highest and best use, the 
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property's characteristics.  
 Is there a mix of architectural styles? Is there a mix of sizes? Is there a mix of 
ages? Or is it relatively homogenous? 
 
Are there changing uses? 
 Fannie Mae wants to know about the current land views.  
 What is it? Why is it that way? Is it changing? Why is it changing? What is it 
changing to? The appraiser's analysis of these determines if the neighborhood is a 
typical residential property for that neighborhood.  
All you're telling Fannie is that I'm appraising a single-family house in a 
neighborhood of single-family houses.  
 The zoning permits single-family homes. Land uses permit single-family 
houses; the zoning isn't changing, the land use isn't changing. Therefore, the risk 
of this house becoming something other than a single-family house is essentially 
zero. And Fannie Mae wants to understand about risk. 
 
Larger than typical lots 
 Fannie looks very carefully at larger than typical lots.  
 Are they residential in nature?  
 Why are they so much bigger? Do they have anything other than residential 
use? This is where excess land and surplus land come into play. And Fannie wants 
to know about these, not that they won't lend on them, they'll be happy to.  
 But Fannie wants to know if they lend on a piece of property and they 
encumber it with a mortgage, is the property owner going to try to sell some excess 
land or put to another use some surplus land? Fannie doesn't really like any of 
those. So Fannie wants to know about those two items. 
 
How does a larger than typical lot fit into the neighborhood?  
 Now, it may mean nothing other than that lot hasn't been subdivided yet and 
developed with, say, two or three houses.  
 It could also mean that this particular house will stand out in the middle of 
nowhere. Everything else is a quarter-acre site, and this is a two-acre site, which 
may make it difficult down the road for Fannie Mae to sell it if Fannie Mae has to 
take it back in foreclosure.  
 Fannie wants to understand not only if a site has a larger than typical lot, but 
what is a typical lot. If the typical lot's a quarter of an acre, .25 acres, and one site is 
.275 acres, that's no big deal. But if the typical lot is a quarter of an acre and a site 
is two acres, then that's an issue. Fannie wants to know about it. 
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What happens if this larger-than-typical site is under-improved?  
 You have a three-acre site with a 900 square foot house on it. Now that's a 
legitimate use of that land, and the owner may be very happy with it. In that 
particular situation, the value of that site might be in buying it, tearing the house 
down, subdividing the lot, and then selling two or three or four lots, however many 
lots the zoning would allow. Well, Fannie wants to know about that. That's part of 
the risk analysis we provide to Fannie.  
 Fannie wants to know if an atypically large site is under-improved with 
what's there. If it is, then what's there is, by definition, not the highest and best use; 
it's an under-improvement, and the appraiser has to analyze that.  
 If the property is under-improved, will that be a marketability issue if the 
property is foreclosed? If the property presents a higher-than-typical risk for a 
mortgage, then we've got to take a look, a seriously close look, at the highest and 
best use. You need to let Fannie know if the highest and best use is as is or if the 
highest and best use is as developed with something else. 
 
Changing values 
 When Fannie Mae is looking at a neighborhood, it generally looks at three 
areas: trends of property values, supply of properties in the subject neighborhood, 
and marketing times for properties. You know that. It's right on the form. It says 
increasing, stable, or declining when it comes to property values. We have to mark 
one of those. Which box we check is important.  
 But what's even more important is why we have chosen to check that box. If 
values are increasing, we need to support that conclusion. The same thing for 
declining and, quite frankly, for stable, but that's a lot easier to support. 
 
Shortage or oversupply? 
 How about the supply of properties in the neighborhood? Is that 
neighborhood hot, hot, hot? If a property in that neighborhood is on the market for 
more than, say, a week, then is it over-priced, or is there something wrong with it? 
That's a hot market.  
 Fannie wants to know why a market is hot. Is it simply because there are few 
other houses, or are people moving out of another neighborhood into this 
neighborhood?  
 What about the opposite? What if there's an over-supply of properties? Why 
is there an over-supply? Does this mean that the neighborhood is in decline? Does 
this merely mean that there aren't enough houses yet under construction?  
 An under-supply could indicate a hot neighborhood, but nobody has started 
to build in it yet because builders haven't caught up with it.  
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 Fannie is saying, please, whether there's a shortage or an over-supply, tell 
us why. Don't tell us there is; we can get that out of your report. But tell us why that 
over-supply exists, why that under-supply exists. 
 
Marketing times 
 The same holds for marketing times, less than three months, three to six 
months, over six months. Why? Typically, if property values are increasing, the 
supply of properties should be in shortage, and the marketing time should be less 
than three months. When this is not true, and there are times when it is, we've got 
to explain what it is that's pushing up property values.  
 It clearly isn't an excessive demand. What is it, financing? Is it temporary? 
Was there a flood in another neighborhood, and everybody has had to move out of 
Neighborhood A into Neighborhood B while their homes are repaired, replaced, 
etc., so they can move back? Explain to Fannie what's going on and why. 
 
Listings, pendings and off-market 
Part of the appraiser's analysis of the neighborhood is the current listings, the 
pending contracts, in addition to recent sales. Now, most appraisers get their data 
from MLS, which is perfectly fine.  
 MLS has listing, pending contract, and properties off-market data. Fannie is 
looking for an analysis of those as well. Are the number of current listings up, 
down, or dynamically stable over the last year? What is it? 
 
Use of older sales 
 When it comes to sales, Fannie Mae has no time limit on recent sales, nor 
has it ever had a time limit.  
 All it has said is, if you're going to use sales over six months old, that's okay. 
Just explain why you've had to do so. It may be that the best sales were eight 
months ago, and the more recent sales have been of properties that are not truly 
competitive with and incomparable to the subject.  
 Once again, sales over six months old are perfectly acceptable. Just explain 
why. 
 
Decreasing values 
 It's very important that appraisers explain if property values are decreasing 
because that presents risk, and Fannie's investors don't like risk.  
 They're willing to buy those mortgages; that's not a problem. But then they 
want to buy them at a discount to account for that risk.  
 If prices are falling, explain to Fannie why they're falling, not merely that 
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they're falling. Then explain if it's a long-term trend or a short-term trend.  
 Again, it may simply be a short-term trend because people are moving out of 
Neighborhood A into Neighborhood B while Neighborhood A is repaired from a 
flood, or some other issue.  
 Or it may be a long-term trend because the average chronological age of a 
house in that neighborhood is 75 years.  
 Thus, the market is changing. Prices are going to drop until somebody 
moves in and says, okay, this price has dropped far enough that I can buy the 
house, repair it, renovate it, and then flip it. At that point, prices will start to go back 
up; Fannie Mae needs to know this. Is the trend long-term or short-term? 
 
Use competitive properties 
 This is extremely important, please understand this, and this is a quote right 
out of the Selling Guide, "When completing the one-unit housing trends portion of 
the neighborhood section of the appraisal report forms, the trends must be 
reflective of those properties." Here's the important part, "of those properties 
deemed to be competitive to the subject property being appraised."  
 If your subject house is your basic 3-2 and the basic 3-2s have been selling 
from 195 to 240, that's what Fannie wants to see while working the higher numbers 
of price ranges.  
 It doesn't want to see the 1-1s because they are not competitive with the 
appraised property. It doesn't want to see the 4-3s because they're not competitive 
to this property being appraised. 
 The appraiser has the judgment call to determine which properties are 
competitive, but that means that just because a house sold in a neighborhood 
doesn't mean it's competitive with the subject.  
 Therefore, the price range should be for properties that are competitive with 
and comparable to the subject. If you want to list every sale in the neighborhood, 
the 1-1s went from 75 to 102, the 3-2s went from 150 to 225, and homes bigger 
went from 280 to whatever, that's okay, just disclose it as the absolute range.  
 But otherwise, Fannie Mae is looking at the price range of properties 
comparable to and competitive with the subject. This is because Fannie wants to 
ensure that the analysis that the appraiser presents is on properties that are 
competitive with the subject. Otherwise, the analysis doesn't tell Fannie and its 
investors anything about the risks of the neighborhood. Keep it centered toward 
the subject. 
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Lake property example 
 Let's break this down into something important. Let's suppose that your 
subject was on a lake. It's lakefront property, but your neighborhood is not within a 
one-mile radius.   Your neighborhood is only those houses around the lake. 
And the reason for this is simple, somebody who can afford a million-dollar-plus 
house on a lake is going to look for a million-dollar-plus house on a lake.  
 Even though they can afford it, that person is not going to look at the 
non-lakefront property literally across the street. Why? Because they want a 
lakefront property, not merely a house in a lake neighborhood.  
 This is probably counterintuitive to what you've heard, what you've been 
taught over your career, but when you're dealing with customized properties like 
this, your neighborhood is other lakefront properties.  
 It's not the property across the street because it is not competitive with or 
comparable to the subject. Even though you can afford a $400,000 house, you 
don't want a $400,000 house; you want a million-dollar house on the lake. You 
want to look at the water. 
 Again, comparables have to be just that, comparable and competitive, and 
the neighborhood is made up of comparable and competitive properties, not just 
merely properties in the area.  
 Fannie wants to know if there is a bifurcated--meaning a stratified or 
segmented--market in that particular neighborhood. In this lakefront 
neighborhood, there is. The strata, the segmentation, is you've got the houses 
around the lake, and then you've got the houses that aren't around the lake. So, as 
a result, you have at least two strata, and if you want to describe both of them in the 
report, go ahead. But your comps will not be non-lakefront properties; they're going 
to be other properties on the lake. 
 
Predominant price - Box and Whisper Graph  
 Another area in which there is some controversy is the issue of predominant 
price. Now, please understand that many appraisers in the addenda like to type 
predominate price.  
 It's not predominate, it's predominant, P-R-E-D-O-M-I-N-A-N-T, 
predominant price. These are properties that are generally competitive with and 
comparable to the subject.  
 Go ahead and Google a Box and Whisker Graph. That is a great tool to find 
out where the sales lie. What you do is, in any spreadsheet, you make a column of 
sales prices. Again, these are competitive properties with and comparable to the 
subject.  
 Next you highlight that column of numbers. Then you go to your graphing 
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function, and you say, hello, Excel, please give me a Box and Whisker Graph on 
this data, and it does just that.  
 It takes the absolute high and marks it like that. It takes the absolute low and 
marks it as that. Then somewhere along that line, it draws a box. And that box 
contains the majority of the sales prices from that list of sales prices you 
highlighted and asked Excel to manipulate. 
 Plus, somewhere in that box, a horizontal line gives you the median sales 
price of that particular range. Now, those are the predominant prices. The absolute 
low is just that, and it's the absolute low. It's not the absolute low of the 
predominant prices.  
 The absolute high is just that; it's the absolute high of all the prices, not the 
high of the predominant prices.  
 A Box and Whisker Graph will help you analyze the sales to determine 
where they tend to bunch up. That is what Fannie is looking for, not the absolute 
high and the absolute low, which may reflect, quite frankly, more the taste of a 
single buyer than exactly what the market is thinking at any given time. 
 Please, go to my website, www.theappraisersadvocate.com . I have a book 
on neighborhood analysis that shows you how to answer the 36 questions that 
Fannie Mae says you must answer relative to neighborhood analysis. That will 
help you out a lot. This is the shameless commerce part of my article. Please go 
and buy that book. It will help you understand neighborhood analysis. 
 Let me thank you for reading. I appreciate it. Please let me extend my best to 
you and your family. Again, I'm Tim Andersen, The Appraisers Advocate. If you 
have a question, please contact me at tim@theappraisersadvocate.com  .  
 I really do look forward to hearing from my fellow appraisers. Please, be safe 
and well. Thank you so much. 
 
About the author 
Timothy Andersen, MAI, MSc., CDEI, MNAA 
tim@theappraisersadvocate.com  
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MBA Loan Volume Application Index – 1/16 to 1-22 
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Why the change?
Valuations of residential property correlate strongly with GLA, yet 
to date there is little consistency in how appraisers determine it. 
Our adoption of the ANSI standard for measuring, calculating, and 
reporting square footage:

• Creates alignment across market participants.
• Provides a professional and defensible method for the appraiser.
• Allows transparent and repeatable results for the user of the 

appraisal report. 

How well do you know ANSI?
Here are some items for appraisers to consider when using the 
ANSI standard1:

• Measurements are taken to the nearest inch or tenth of a foot, and 
the final square footage is reported to the nearest whole square foot.   

• Staircases are included in the GLA of the floor from which they descend.   
• Basement is any space that is partially or completely below grade.
• The GLA calculation does not include openings to the floor below, 

e.g., two-story foyers.     
• Finished areas must have a ceiling height of at least 7’. In a room 

with a sloping ceiling, at least 50% of the finished square footage 
of the room must have a ceiling height of at least 7’ and no portion 
of the finished area that has a ceiling height of less than 5’ can be 
included in the GLA.    

• If a house has a finished area that does not have a ceiling height 
of 7’ for 50% of the finished area, e.g., some cape cods, in 
conformance with the ANSI Standard, the appraiser may put this 
area on a separate line in the Sales Comparison Grid with the 
appropriate market adjustment. The report will be ANSI-compliant 
and also acknowledge the contributing value of the non-GLA 
square footage.     

What if comparable sales are measured differently?
GLA for properties in local MLS systems and assessor records may 
not be ANSI-compliant. The appraiser may not know what method an 
MLS listing or assessor used to calculate the GLA. Through research 
and their knowledge of the local market, appraisers determine if 
the GLA provided through alternate sources should be adjusted. 
The adjustment process does not change the requirement to report 
subject GLA to the ANSI standard.

Is there an exception process?
If the appraiser is unable to adhere to the ANSI Standard, the appraiser 
will provide the code “GXX001 –” in the Additional Features field on the 
appraisal form and must explain why compliance was not possible. 
For example, berm homes with their entire square footage below 
grade would be eligible for an exception. The appraiser must provide 
justification for an exception, lenders are responsible for confirming 
the appraiser provided an adequate explanation. Fannie Mae will 
monitor for inappropriate use of exceptions (i.e., using methods other 
than the ANSI standard for homes that have typical above grade 
square footage).

What next?
For additional information, see Selling Guide B4-1.3-05, Improvements 
Section of the Appraisal Report and B4-1.2-01, Exhibits for Appraisals.

Appraisers can visit Home Innovation Research Labs to obtain 
a copy of the standard and might consider taking a continuing 
education course to sharpen their skills. 

Appraisers are encouraged to begin using the ANSI Z765-2021 
Standard as soon as possible; however, it will be required for 
appraisals with effective dates of April 1, 2022 or later.

© 2021 Fannie Mae December 2021

1 American National Standard for Information Sciences — Square Footage — Method for Calculating, ANSI, Z765-2021 (approved March 2021)

Updated guidance
Appraisers will be required to use the Square Footage-Method for Calculating: ANSI® Z765-2021 (American National Standards Institute®) 
Measuring Standard for measuring, calculating, and reporting gross living area (GLA) and non-GLA areas of subject properties for appraisals 
requiring interior and exterior inspections with effective dates of April 1, 2022 or later on loans sold to Fannie Mae. 

Historically, Fannie Mae’s Selling Guide has not required the use of a specific measurement standard. This policy update will standardize the 
method used to measure, calculate, and report GLA and non-GLA areas of subject properties. 

All footprint sketches and floor plans must be computer-generated (not hand-drawn), indicate all the dimensions needed to calculate the GLA and 
other required areas such as garage and basement, and show the calculations to demonstrate how the estimate for gross living area was derived.

Standardized Property
Measuring Guidelines

https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B4-Underwriting-Property/Chapter-B4-1-Appraisal-Requirements/Section-B4-1-3-Appraisal-Report-Assessment/1032992541/B4-1-3-05-Improvements-Section-of-the-Appraisal-Report-09-02-2020.htm
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B4-Underwriting-Property/Chapter-B4-1-Appraisal-Requirements/Section-B4-1-2-Documentation-Standards/1032991831/B4-1-2-01-Appraisal-Report-Forms-and-Exhibits-07-03-2019.htm
https://www.homeinnovation.com/about/bookstore

