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How to Review 
an Appraisal

Presented by Sandra Sweeney
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Legal Disclaimer

The information presented in these training materials is based on guidelines and 
practices accepted within the mortgage finance industry generally and is not 
intended to be all-inclusive.  All examples are hypothetical and are for illustrative 
purposes only. Investor requirements change from time to time and their 
application is subject to interpretation. Therefore, we cannot and do not 
guarantee how any specific investor guidelines will be applied to individual 
circumstances. Our training is not intended and should not be interpreted or 
relied upon as legal advice. We encourage you to seek legal and compliance 
advice from a qualified professional.

MGIC expressly disclaims any and all warranties, express or implied, including 
without limitation, warranties of merchantability and fitness for a particular 
purpose regarding these materials and our training program. In no event will 
MGIC be liable for any direct, indirect, incidental, punitive or consequential 
damages of any kind with respect to the training or materials provided.
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Agenda

1. Discuss the purpose of the appraisal

2. Define the responsibilities of the appraiser and reviewer

3. Consider valuation assistance

4. Explain the Appraisal Review Checklist

5. Evaluate the key forms and sections

6. Q and A
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Purpose of an Appraisal

− To provide a true portrayal of the subject property, 
neighborhood and current market conditions

− To provide an accurate and supportable opinion of market 
value using sound methods and recognized appraisal 
techniques
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Appraiser’s responsibilities

− Their only focus is the property

− Provide an opinion of market value based on their expertise,  
market data, logical analysis and judgment

− Follow USPAP guidelines

• Uniform Standards of Professional Appraisal Practice

− Recognized ethical and performance standards 

− Adopted by Congress in 1989

− Unbiased opinions of value 
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Reviewer’s responsibilities  

Determine property’s acceptability as security
• Value

• Condition

• Marketability

• Eligibility

Obtain complete appraisal

Obtain sufficient documentation
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Valuation assistance

Collateral Representation & Warranty Relief

Fannie Mae
• Collateral Underwriter (“CU”)

− CU Risk Score

Freddie Mac
• Loan Collateral Advisor

− Loan Collateral Advisor Risk Score

• Automated Collateral Evaluation (ACE)
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• Web based tool that analyzes appraisal reports submitted to the UCDP

• Provides lenders with critical information to help drive appropriate levels of 
appraisal review

• Results include a real-time risk score

• Reduce repurchase risk by getting an immediate assessment of the loan’s 
eligibility for collateral rep and warranty relief

8

Collateral Underwriter ® and Loan Collateral Advisor ®
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Example of Collateral Underwriter Messages
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Appraisal Update Project

10
* Dates are subject to change as this multi-year industry project progresses.

FNMA the Journey to a More Efficient and Fair Home Valuation Process
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Appraisal Update Project

12FNMA the Journey to a More Efficient and Fair Home Valuation Process
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Appraisal forms
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Type of inspectionFreddie Mac Form #Fannie Mae Form #Property type

Interior and exterior701004
1-Unit (includes PUD)

Desktop 70-Desktop1004-Desktop

Interior and exterior70B1004CManufactured Home

Interior and exterior4651073
Condominium

Interior and exteriorNA2090
Cooperative

Interior and exterior7210252- to 4-Unit
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Appraisal Report Checklist

14

Subject

Contract

Neighborhood

HUD Date Plate

Site
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Complete appraisal

Page 1
• All about the subject property

Page 2
• Match up subject property to comparable properties

• Sales history and final value

Page 3
• Commentary/explanations from appraiser

• Cost approach

Pages 4–6
• Official disclosures/disclaimers

• Appraisal signature/licensure info
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Appraisal attachments
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Form 1004
Page 1

17

Subject

Contract

Neighborhood

Site

Improvements
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Subject Section
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Contract Section

Arms length transaction:
• Both parties are acting in their own self-interest
• Not subject pressure or duress from the other party
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Review Activity

√ Subject section

√ Contract section
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4 things may require attention… 

21
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Neighborhood Section

22

One-Unit Housing TrendsNeighborhood Characteristics
Present Land 

Use %
One-Unit 
Housing

Description of 
Boundaries, 
Neighborhood 
and Market 
Conditions
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Site Section

23
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External Depreciation

Loss in value due to:
• Economic factors

• Environmental factors
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Review Activity

√ Neighborhood section

√ Site section
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6 things may require attention… 

26
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Improvements Section

27

General Description Foundation Exterior Description Interior Description
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UAD – Condition Ratings

C3
Improvements are well 
maintained and feature 

limited physical 
depreciation

C2
Improvements feature 

no deferred 
maintenance. Almost 

new/renovated

C1
Improvements very 

recently constructed. 
Not previously occupied

C6
Improvements need 

substantial repairs and 
rehab including most 

components 

C5
Improvements have 

obvious deferred 
maintenance in need of 

significant repair

C4
Improvements feature 

some deferred 
maintenance –

functionally adequate
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Loss in value due to:
• Wear and tear

• Disintegration

• Action of the elements

29

Physical Depreciation
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Improvements Section…continued

30
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Loss in value due to:
• Design defects

• Change in market preference

31

Functional Depreciation
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Review Activity

√ Improvements section
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5 things may require attention… 

33
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Valuation Approaches
Sales comparison

• Compares subject to recent sales of similar homes
• +/- adjustments based on differences

− + if inferior to subject

− - if superior to subject

Cost

• How much to build subject
• Recreating the cost of:

− Land, property & depreciation (as needed)

Income

• Value based on rental income generated from subject
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Comparable Sales
Minimum number

• 3 closed sales required

Age 
• <12 months

− Newest not always best

Selection
• Similar physical and legal characteristics

• Competitive appeal

• Same neighborhood

Additional requirements for new subdivision/PUD (Planned Unit Development)

• 1 inside and 1 outside
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Form 1004
Page 2

36

Sales Comparison Approach

Reconciliation
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Sales Comparison Approach Section

27 comparable properties currently 
offered for sale in the subject 

neighborhood ranging in price from…

20 comparable sales in the 
subject neighborhood within the 

past 12 months…
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UAD Definitions
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Sales Comparison Approach Section…continued
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UAD – Quality Ratings

Q3
Above-standard with 

upgraded finishes

Q2
Often custom designed or 

upgraded plans

Q1
Unique, architect 

designed structures

Q6
Basic quality; may not be 

suitable for year-round 
occupancy

Q5
Meet minimum building 
codes; stock materials

Q4
Meet acceptable building 

codes; builder grade 
finishes
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Sales Comparison Approach Section…continued
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Sales Comparison Approach Section…continued
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Review Activity

√ Sales Comparison Approach section 
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8 things may require attention… 
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Sales Comparison Approach Section…continued

45

Research Data:
•Prior sale or transfer of 
subject property for 3 yrs. 
prior
•Prior sale or transfer of the 
comps for 12 mos. prior to 
date of comp sale

 Summary of Sales Comparison Approach Summary of Sales Comparison Approach

Indicated value by Sales Comparison ApproachIndicated value by Sales Comparison Approach
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Reconciliation Section

46

“….opinion of the market value, as defined, of the real property 
that is the subject of this report is”

This appraisal is made     x   “as is”
subject to…
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Reconciliation Section

47

This appraisal is made          “as is”
x    subject to…

x
x x
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Form 1004D/442 - Appraisal Update and/or 
Completion Report

• Includes completed appraisal report and front photo of subject

• Appraisal Update 

− Used to update effective date of the appraisal  (>120 days old)

− Report is considered a new assignment

• Used for appraisals completed, “subject to”

− Report verifies conditions have been met
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Form 1004
Page 3

49

Additional Comments

Income

Cost Approach

PUD Information
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• Supports report conclusion
• Explains inconsistencies

50

Additional Comments Section
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Cost Approach Section

51

COST APPROACH TO VALUE
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Income Approach Section

52

INCOME APPROACH TO VALUE

Rarely used for single-family due to: 
• Generally, not purchased for income purposes

• Limited market/rental information
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Owner has:
• Title to lot and dwelling

• Right to use common areas
53

Planned Unit Development (PUD) Information Section
PROJECT INFORMATION FOR PUDs
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Appraiser’s Certification
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Uniform 
Appraisal 
Dataset 
Definitions
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Did the appraiser provide an 
opinion of market value based 
on market data, logical analysis 
& judgment?

56
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−Get a free MI quote:
mgic.com/MiQ

−Explore training:
mgic.com/training

−Connect with your rep:
mgic.com/contact
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Thank you for choosing MGIC
www.mgic.com
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