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Recommended Standard Appraisal Language
May, 2010



Standard Intended Use – acceptable to Fannie Mae, is sound practice and does assist in the successful defense of many third-party claims
The Intended User of this appraisal report is the Lender/Client. The Intended Use is for the Lender/Client to evaluate the property that is the subject of this appraisal for a mortgage finance transaction; subject to the stated Scope of Work, purpose of the appraisal and Definition of Market Value. No additional Intended Users are identified or intended by the appraiser.

Intended User(s) – Example one
Notice to home buyer/home owner: I was hired to appraise your property for the lender. As required by law, you may receive a copy of this appraisal report. Even though you may receive a copy or pay an appraisal fee, the appraisal report that I have prepared is for my client’s use only. You should not rely on my appraisal for your own use. If you require an appraisal for your own use; or are concerned about your property’s value or conditions that may affect your property; you may engage an independent appraiser of your own choosing. 

I cannot speak with you about the results of my appraisal assignment. If you have any questions or comments regarding the appraisal, you need to contact the Lender who is an intended user of this appraisal report. An appraiser is bound by confidentiality and can only discuss the results of the report with the Client.  

Intended User(s) – Example two
The borrower who receives a copy of this Summary Appraisal Report must understand his/her receipt is under a disclosure privilege as cited in the Equal Credit Opportunity Act as amended in 1991 and as a right stated in the 1995 and 2003 amendment to Title XI of the 1989 Financial Institutions Reform Recovery Enforcement Act.

This right of copy is a disclosure privilege only and does not constitute an "Intended User" or "Client" privilege of communication with the appraiser.  The appraiser will not discuss with the borrower or any other parties to whom the borrower has distributed another copy of this Appraisal report any part of this appraisal assignment or written Appraisal report.  This is in keeping with the ethics rule under the subsection of confidentiality and other Uniform Standards of Professional Appraisal Practice obligations and other confidentiality banking laws and state certification laws for real property appraisers.   

Scope of Work 
This is a Summary Appraisal Report which is intended to comply with the reporting requirements set forth under Standard Rule 2-2(b) of the Uniform Standards of Professional Appraisal Practice for a Summary Report.  As such, it presents only discussions of the data, reasoning, and analyses that were used in the appraisal process to develop the appraiser's opinion of value.  Supporting documentation that is not provided with the report concerning the data, reasoning, and analyses is retained in the appraiser's file.  The depth of the discussion contained in this report is specific to the needs of the Client and for the intended use stated in this report.  The appraiser is not responsible for unauthorized use of this report.

The valuation of the subject property has involved a physical observation (both interior and exterior) of the property under appraisement. Although due diligence was exercised while at the subject property, the appraiser is not an expert in such matters as pest control, structural engineering, hazardous waste, etc, and accordingly, no warrant is given to these elements.  Additionally, data relating to sales, rentals, costs, highest and best use, zoning, etc. has been assembled, analyzed and reconciled into a supportable final estimate of value.

The scope of the work provides for a thorough physical inspection of the subject property and its environs sufficient enough to gather all pertinent data to form a market value conclusion.  The attributes of the subject property are compared to the most comparable data available including properties currently offered for sale, properties where title has fully transferred (i.e. closed sales).  An exterior inspection of the comparable properties is made.  Specifics regarding physical features of the comparable properties and the terms of sale are verified with parties to the transaction, public records of the jurisdiction and public reporting subscription services such as county records and the multiple listing service (MLS). The subject and comparable properties are compared regarding the four major elements of comparison (including all sub-elements) and necessary market extracted adjustments are utilized to arrive at an indicated value by direct sales comparison.  The cost approach and income approach are also considered depending on their applicability.  After considering all three approaches to value the appraiser follows a thoughtful and thorough reconciliation process arriving at the market value estimate, as defined as of the effective date of the appraisal as stated in the report.

Legal - If not available, insert the following comment
Per Title X1 of FIRREA (Section 323.4 -appraisal standards, paragraph 14b: unavailability of information). The appraiser was unable to obtain the legal description of the subject property. The owner(s) or the owner’s agent did not provide a copy of the plat of survey or a deed or title policy, either of which contains the legal description. It is recommended that the Lender require the survey, deed or title policy at the time of closing so as to verify the subject's legal description.

Predominant value high
The subject property is more valuable than the predominant value of the typical neighborhood home.  The appraised value of the subject property is well within the upper end of the neighborhood price range and it is not considered an over improvement.  The predominant neighborhood value will not have a negative impact on the subject's marketability or market value.  The subject does not suffer functional obsolescence for having a value above the predominant value in the neighborhood.  The subject will appeal to enough qualified purchasers to create an active market for the subject price range home in the neighborhood. 

Predominant value low

The subject property is less valuable than the predominant value of the typical neighborhood home.  The appraised value of the subject property is well within the neighborhood price range and it is not considered an under improvement.  The predominant neighborhood value will not have a negative impact on the subject's marketability or market value.  The subject does not suffer any functional obsolescence for having a value below the predominant value in the neighborhood.  There is an active market of qualified purchasers for the subject price range home in the neighborhood. 

Zoning Comments

The subject conforms to current zoning codes and the zoning code reported was taken from public zoning records. 




OR

According to _____________________, the zoning on the property is ____. The property pre-dates current zoning. It was confirmed that the property could be rebuilt if it was ever destroyed. (As long as it was rebuilt within a 1 year time frame – you will have to modify to your local restrictions.)


                       OR

The subject property is zoned (Commercial or other) which is typical of many pre-existing residential properties in the neighborhood prior to current zoning.  This factor is not considered adverse and will not impact the subject's market value or marketability.  The property could be rebuilt if ever destroyed. (You need to verify this as a fact prior to using this comment.)

                                  OR

The subject property is zoned Agricultural.  Virtually all land outside municipalities in this County is zoned agricultural. Residential use is fully permitted and conforms to this zoning code.  The agricultural zoning code has been in existence for many years and has not been updated to differentiate between residential and pure agricultural use, as residential growth occurred during the past 20 years.  Residential growth has replaced most agricultural use in this area of the County.  

The fact that the property is zoned agricultural will not impact the subject's market value or marketability as a residential dwelling.  

In-law apartment - Legal 

The subject property (basement or attic) contains a pre-existing in-law apartment. In-law apartments are common and typical in this market. The subject property is not a multi-unit (2-4) dwelling. It is a single family home with a legal non-conforming in-law apartment that is recognized by the City and allowed as long as it contains two means of ingress and egress and is not rented.  It is not separately metered for utilities nor is it functionally separated from the main house.  The marketability of the subject property is not adversely impacted. Comparable sale(s) # ___ also contained in-law apartment(s).

In-law apartment – Illegal 
The subject property (basement or attic) contains an apartment. It does not appear that this apartment pre-dated zoning. The owner was unable to produce a copy of a building permit or city occupancy certificate. The appraiser contacted the city building and zoning department and according to _____________, there is no record or reference regarding that apartment. 

Therefore, the illegal box was checked in the site section under zoning and the appraiser provided a cost to de-convert the unit by removing the stove, capping the gas pipes and removal of the kitchen sink at $

Well & Septic

The subject property has well and septic. This is common and typical for this location. This does not negatively impact the marketability of the subject. 

OR

The subject property does not have access to public (sewer or water).  It has a private (septic system or well) on site.  In the current market, this does not have a negative effect on the value of the subject property.  The appraiser is not aware of any announced plan to provide public (sewer or water) to the subject site.    
Mechanicals

The property's heating, plumbing and electrical systems appear to be functioning properly to the best of the appraiser’s knowledge and expertise (see attached certification statement).

Effective age condition comparison

The subject is over xx years old.  It does not need any major modernization.  The bathrooms, kitchen, mechanical equipment and other features of the residence meet the current standards for dwellings of this age in this neighborhood.  The property's effective age is significantly less than its chronological age.  The overall condition of the property is considered average overall.
In-ground pool as an over improvement

Functional obsolescence is attributed to the in-ground pool which is a feature not typically found in the neighborhood. The pool will not have a negative impact on the subject's marketability.  The contribution of the in-ground pool in the market approach is significantly less that it’s replacement cost which reflects the actual amount of functional obsolescence as an over improvement.
Factory or manufactured home

The subject improvements are categorized as factory built or manufactured housing.  The quality of material, construction, and improvements conform well to the typical homes in the neighborhood and are acceptable by the local marketplace.  There is no discernable preference in the local market regarding stick built homes versus the subject type of factory built or manufactured home.

Cosmetic repairs

The home is adequately maintained but some minor cosmetic repairs were noted. The cosmetics in general are painting and minor decorating items. The home is fully marketable in its present condition. The cosmetics have been considered in the overall valuation and are listed in the addendum with an associated cost to cure. Any adjustments made to the comparables have been identified.  The appraisal has been made "as is" since the cosmetics are not considered to be a major marketability factor in the current neighborhood market.  The overall condition of the home is rated average. 

Cost Approach – Example one (Insurance disclaimer)
The cost approach has only been developed by the appraiser as an analysis to support their opinion of the property’s market value. Use of this data either in whole or part, for other purposes, is not intended by the appraiser. Nothing set forth in the appraisal should be relied upon for the purpose of determining the amount or type of insurance coverage to be placed on the subject property. 
The appraiser assumes no liability for and does not guarantee that any insurable value estimate inferred from this report will result in the subject property being fully insured for any loss that may be sustained. 
Further, the cost approach may not be a reliable indication of replacement or reproduction cost for any date other than the effective date of this appraisal due to changing costs of labor and materials and changing building codes and governmental regulations and requirements.
Cost Approach – Example two
Given the effective or chronological age of the property, the cost approach is not developed.  This is consistent with the market attitudes and if developed would not provide a more reasonable or credible indication of a value conclusion than the sales comparison approach, the preferred method by the market. The exclusion of the cost approach does not impact the credibility of the final value indication in this report. 

Sales Comparison Approach
The sales comparison approach is most reliable in an active market when an adequate quantity and quality of comparable sales data are available. In addition, it is typically the most relevant method for owner-occupied properties because it directly considers the prices of alternative properties with similar utility for which potential buyers would be competing. The adjustment of the sales provides a reasonable range of value indications. 
Sales Comparison Approach – Example one
The sales gridded are considered the most competitive sales available in the subject market.  Adjustments for differences in market conditions, physical condition, land and building size, and other physical characteristics were considered.  Subsequent to applying market supported adjustments, an adjusted value range was established where the indicated mode of $xxxxxxxxx has been established. 
Factors effecting price through unit analysis is the size of a home.  Due to economies of scale, the unit price of a house will decrease as the size of the house increases (the reverse also true) with all other factors similar.  

After making adjustments for conditions of sale, time or market conditions, location, and other physical differences, the adjusted range can be further narrowed, addressing economies of scale or a size variance. For the three primary gridded sales, ______sale is (are) smaller and _____ is (are) larger in size or living area. 

The three primary sales gridded offer a range per square foot (SF) unadjusted at $____-$______ and an absolute average at $_____/SF on an average size of ______ square feet and a weighted average unit price of $_____ per SF.  

The higher unit prices reflect lower GLA sizes (subject is _____% larger on the average). The lower unit prices reflect higher GLA sizes (subject is ____% smaller on the average) 

The final value estimate of $________ reflects an indicated value per square foot of $______ rounded supported by this Price per SF analysis.

Sales Comparison – Example two
The sales comparison approach is most reliable in an active market when an adequate quantity and quality of comparable sales data are available. It is typically the most relevant method for owner-occupied properties because it directly considers the prices of alternative properties with similar utility for which potential buyers would be competing. The adjustment of the sales provides a reasonable range of value indications.
In completing the sales comparison approach, we attempted to use comparable sales that were generally accepted within secondary market underwriting guidelines (e.g., settled dates within six months of the effective date of appraisal; net overall adjustments under 15 percent; proximity to subject of less than one mile, etc). Whenever possible, we also attempted to meet specific client criteria, relayed to us by the designated Lender/Client. 
Every effort was made to include at least two comparable sales from within the past 90 days and two active listings from the current market. Due to a very low sales volume over the past six months and specifically, the past 90 days, this is not always possible. 
Emphasis was placed on weighing the elements of comparison, ie location, date of sale, physical characteristics of site, improvements and conditions of sale. The sales chosen represent the best indications of the subject's current market value.  
The adjustments were based on market abstraction and contributory value within the marketplace. Concessions have been disclosed and adjusted to the market’s reaction to the concession.
Sales Comparison Approach Summary – Example three
The sales used are considered the most competitive sales available in the subject market.  Adjustments for differences in market conditions, physical condition, land and building size, and other physical characteristics were made if the appraiser was able to extract out the contributory value of that characteristic. The existence of a difference does not always mean that the market recognizes that difference. (Optional) This was the case with comparable ____ where the market did not support any measurable difference for its excess land over the subject property.  
After applying market supported adjustments, an adjusted value range was from $ to $ with most weight going to sale(s) number. The market value of the subject property is: $
Sales Comparison Approach Summary–Example for high foreclosure and REO market

The indicated value was in the (lower, mid or upper) range of value offered in this report. Value is market value, without prejudice of foreclosure. 

The value expressed in this report is the opinion of this appraiser at the current time for the subject market area.

The adjusted value range of the comparable sales was between $ and $ with a per SF range of $ to $. The (median, mode or mean) was $. Therefore, the market value by the sales comparison approach is $.

New Construction – (Recommend to provide copy of HUD 1’s or builder closing statements on any builder provided comparables.)
The subject property is new construction.  FNMA/FHLMC Mortgage appraisal guidelines require the appraiser to use at least one sale from outside the subject subdivision.  (Optional) In order to meet this guideline, it was necessary to expand the market search beyond the typical one mile radius limit between subject and comparable sales.  

The sales chosen are from the closest competing subdivisions that have similar characteristics to the subject subdivision.  Sales by different builders were chosen to provide additional support (if applicable).
The sales found outside the subject subdivision indicated that no abnormal market conditions exist in the subject subdivision.  

Current settled sales within the subdivision are the best indicators of value. Sales outside the subdivision provide support to show how these values compare to other competing subdivisions (if applicable). 

All builder or developer sales were verified as actual closed transactions. The appraiser viewed (or has copies of the HUD 1) in his/her work file. 

Data Sources
The appraisal is based on the information gathered by the appraiser from public records, other identified sources, inspection of the subject property and neighborhood, and selection of comparable sales within the subject market area. The original source of the comparables is shown in the Data Source section of the market grid along with the source of confirmation, if available. The original source is presented first. The sources and data are considered reliable. When conflicting information was provided, the source deemed most reliable has been used. Data believed to be unreliable was not included in the report nor used as a basis for the value conclusion. 

DISCLAIMERS:

Chinese Drywall 
Federal and State agencies have determined that drywall imported from China during the years 2004-2007 may contain high levels of sulfur and that such sulfur may emit gas within the property creating pitting and possible damage to mechanical and electrical systems. It has been further reported that occupants exposed to such airborne sulfur may require medical attention. While State and Federal investigations into Chinese Manufactured Drywall are on-going, the seller shall disclose any knowledge of the presence of Chinese made drywall within the property whether from original construction or renovations. 
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Dryvit disclaimer
There were no physical deficiencies noted on the exterior of the subject property. The scope of work comments describe the level of observation performed. The subject has a dryvit type exterior. The appraiser is not an expert relative to the condition of a dryvit type exterior. If the Client has concerns relative to these matters, the appraiser recommends that a professional trained in the above fields be contacted to inspect the subject property and provide an appropriate report.

Mold disclaimer

The appraiser does not guarantee that the property is free of defects or environmental problems.  The appraiser performs an observation of visible and accessible areas only.  Mold, Asbestos and Radon may be present in areas the appraiser cannot see. A professional home inspection or environmental inspection is recommended.  
If mold was observed: The appraiser is not qualified to determine the cause of the mold, the type of mold or whether the mold might pose any risk to the property or its inhabitants. Additional inspection by a qualified professional is recommended.

Home inspection disclaimer
This appraisal is not a home inspection report and the appraiser is not acting as a home inspector when preparing the report.  The borrower has the right to have the home inspected by a professional home inspector.  When performing the inspection of this property, the appraiser visually observed areas that were readily accessible.  The appraiser is not required to disturb or move anything that obstructs access or visibility.  The observation is not an inspection nor was it technically exhaustive and does not offer warranties or guarantees of any kind.

Site Condo 
The subject property is located in a "Site Condominium" development. This is common for this particular geographic location. This was a popular way to develop land since it expedites the process of developing land. 

In this Site Condominium, the lot and detached structure are both owned by the property owner, unlike standard condominiums in which only the airspace between the exterior walls is owned. There is typically a shared ownership of a common area and a nominal fee is paid by each owner to maintain. These areas typically consist of a median at the entranceway with a lighted sign and landscaping. In most cases there is no formal home owners association. 

These properties are in all aspects similar to standard single family subdivisions and PUD's except for their legal descriptions. Association fees are generally similar to the home owner’s fees in standard platted subdivisions and PUD's. The properties have the appearance of and are considered by the market to be equivalent to standard, platted-single family subdivisions. FNMA will accept a site condo on a 1004 if the appraiser addresses the condo questions in the addendum. 






OR

In this Site Condominium,the subject project consists of two detached homes on one parcel of land. There is no HOA fee. However, it was recorded as a site condo. FNMA will accept a site condo on a 1004 if the appraiser addresses the condo questions in the addendum. 

For Michigan only: Site condominiums were also developed as a response to the 1967 Michigan Subdivision Control Act

Leased Property 
The subject is reported as currently leased at month to month terms.  No long term lease with adverse terms is reported nor assumed in place. The income approach is not typically applicable in the appraisal of single-family residential properties given the prevalence of use is owner occupancy.  The income approach is not developed.  This is consistent with the market attitudes and if developed would not provide a more reasonable or credible indication of a value conclusion than the sales comparison approach, the preferred method by the market.  We have valued the subject assuming fee simple interest.

Standard FHA Addendum, includes Intended Use, Users, not an inspection, environmental and lead base paint, crawl and / or attic observation.

The Intended User of this appraisal report is the Lender/Client and its successor’s and assigns which includes HUD. The Intended Use is to evaluate the property that is the subject of this appraisal for a mortgage finance transaction to support and FHA insured loan. No additional Intended Users are identified by the appraiser.

FHA appraisals are not a guarantee that the property is free from defects. The appraisal only establishes the value of the property for mortgage insurance purposes.  Buyers need to secure their own home inspections through the services of a qualified inspector and satisfy themselves about the condition of the property

The appraisal is not a home inspection.  The appraiser is not a home inspector, building contractor, pest control specialist, or structural engineer.  An appraisal is not a substitute for a home inspection or an inspection by a qualified expert in determining issues such as, but not limited to, foundation settlement or stability, moisture problems, wood destroying (or other) insects, rodents or pests, radon gas or lead-based paint.  When performing the viewing of the subject property, the appraiser visually observed areas that were readily accessible or readily observable. The appraiser is not required to move or disturb anything that obstructs access or visibility. This appraisal report assumes that the subject is structurally sound with no hidden defects.  The appraisal does not guarantee that the property is free of defects or environmental problems. Mold may or may not be present; the appraiser is not a qualified mold expert. 

If the subject was constructed before 1978, there may be the existence of lead based paint. The appraiser is not an environmental expert and has not conducted any testing to determine the existence of lead based paint. However, since this is an FHA appraisal; any flaking or peeling paint noted at the time of inspection will be called for repair, as this is a mandatory HUD requirement. This cannot be waived as a cosmetic repair item.
Unless otherwise noted, the appraiser conducted a head and shoulders inspection of the crawl space and / or attic 

	12
	Proprietary – Property of IRR-Residential, LLC



