Instructor Notes - Introduction to the Uniform Appraisal Dataset

Notes by course author Dan Bradley, 3/15/2011

This course introduces students to the Uniform Appraisal Dataset (UAD) which is a set of reporting requirements that will be implemented by Fannie Mae and Freddie Mac (the GSEs) on September 1, 2011.  This set of instructor notes addresses some questions and issues that may come up along the way, in chronological order, with slide number references.  
After I wrote this course, the GSEs came out with some very good tutorials and interactive learning tools about the UAD.  I would have incorporated some of these into the course if they had been available at the time I wrote it.  Here is a link to the online information and tutorials:   http://www.freddiemac.com/singlefamily/news/2011/0223_uad.html (you can also use the Fannie Mae URL that appears on Slide 23).  This page includes a UAD Tutorial, an Interactive Reference Manual, and an updated Q&A document.  I would recommend that instructors familiarize themselves with these resources (especially the Q&A doc) before teaching the course.  Also, you may use the UAD Tutorial in the classroom if you have Internet access.  The GSEs have stated that whatever information and publications are available on their website may be used by anyone in teaching courses on the UAD - you don't need to worry about copyright infringement. 

Also after authoring the course, I attended a "Train the Trainer" seminar sponsored by the GSEs in March 2011.  There were representatives from HUD there.  They did not want their names used and did not want to be quoted directly, but one of them said they will be adopting the UAD for FHA loans within the near future.  He even went as far as to say that HUD has already drafted the Mortgagee Letter announcing the change, and they are just waiting for concurrence within the Department to issue it.  So UAD compliance will be required for FHA appraisals, if it isn't already by the time you read this.  Also, the GSEs stated that it is likely that the forms will be revised in the not-too-distant future.  The quote from the training session was "The UAD is the first step in a multi-step process."  They did not want to force too much change at once, so they are keeping the forms the same, for now.  

SLIDE 6 - Many appraisers believe that the UAD is a sinister plot by the GSEs so that they can use appraisers to gather data to populate AVMs, which will be used to put appraisers out of business.  While the GSEs have not ruled out eventually using the UAD information to create an AVM, creation of an AVM is not part of their immediate plan.  Also, GSEs stated that an AVM constantly requires new and current data.  If appraisers are replaced with AVMs, who will provide new data? 

SLIDES 10 - 12 Appraisers don't really have to worry about the ULDD and MISMO®; these are lender requirements for loan delivery to the GSEs.  

SLIDE 13 - See above regarding HUD/FHA adoption of the UAD. 

SLIDE 18 - The GSEs were very emphatic about the need for appraisers to provide information.  In the training, they repeated over and over again that the appraiser should use an addendum to provide any additional information that they feel cannot be fully conveyed in the space allotted. 

SLIDE 21 - For right now, the UAD only applies to these four forms.  The GSEs may later require other forms be UAD-compliant, but there are no formal plans or dates at this time. 

SLIDE 25 - The third bullet point means that for fields that are labeled as an "instruction", whatever the appraiser inserts into that field will be transmitted to the lender, and then to the GSE.  

SLIDE 26 - An example of a "Conditionally Required" field would be the subject property listing price.  If the appraiser checks the box that indicates the subject property is not currently offered for sale, then this field would not need to be filled in.  If the appraiser checks the box that states the property is currently offered for sale, then the current list price is now required to be entered. 

SLIDE 29 - The address must be formatted to conform to USPS address standards.  This does not mean that the official postal mailing address of the property must be used.  If the postal address is a Rural Delivery number, for example, the appraiser should use the actual street address of the property, formatted properly.  The GSEs have stated that they understand that the address stated in the appraisal report may not exactly match the mailing address.  (Although the lenders might not understand this.) 
SLIDE 47 - This is a two-step process.  The appraiser must select N, B, or A, then must select at least one (but not more than two) abbreviations for view description.  

SLIDE 48 - If "Other" is selected, the description field may contain up to 19 characters; the appraiser may need to use an addendum for a thorough explanation.  ALSO, the GSEs understand that even two water views are not the same, so if the subject and the comparable are both water views, but one is superior, an adjustment can still be made.  Obviously, this should be explained in the report. 

SLIDE 49 - It is likely that software vendors will create an automatic list of explanations for abbreviations that will be included in the report, so that intended users can understand them.   
SLIDES 55 -56  In the fields indicated by # signs, the appraiser must insert a "0" if there is none.  This applies to fireplaces, wood stoves, driveway, garage, and/or carport.  Anytime there is a # sign, the appraiser may not leave the field blank, and may not insert text such as "None" or "N/A". 

SLIDE 60 - The GSEs will purchase loans of properties in C5 or C6 condition, but they will require that deficiencies in the property be corrected before they purchase the loan.  Rating the condition C5 or C6 does not mean that the loan is ineligible for purchase.  ALSO, if the subject is rated C3 and a comp is rated C3, the appraiser can still make a condition adjustment, but it should be explained. 

SLIDE 62 - This information is helpful in cases of property flipping.  The GSEs want details on the remodeling and updating that has been done to the property.  They are particularly interested in kitchens and bathrooms because these are the traditional areas of the home where remodeling brings a return.  If there are improvements to other parts of the property besides the kitchen and baths, the appraiser must describe this in additional comments or an addendum.  The same thing holds if the property has two bathrooms, and one is remodeled and the other is not.  This should be described in the comment section or an addendum. 

SLIDE 64 - The GSE people made this statement repeatedly that comments in appraisal reports are very important.  The appraiser should be making as many comments as are necessary to allow the intended user to understand the property condition and remodeling.  One of their current complaints about appraisal reports is that they don't contain enough comments to support the conclusions.
SLIDE 70 - This was another point that was made repeatedly by the GSEs.  This list should be treated as a "waterfall"; that is, when deciding what type of sale the comparable is, the appraiser should start at the top of the list and select the first one that is applicable.  For example, if the sale is not an REO, not a short sale, not a court-ordered sale, not an estate sale, not a relocation sale, and not a non-arms-length sale, then it is an arms-length sale.  If it is not a sale at all, then it must be a listing.  The GSEs do not prohibit use of any of these types of sales (REO, short sales, etc.) if they are reflective of the market.

SLIDE 80 - The GSEs realize that this may be a significant challenge for appraisers to determine the number of finished square feet below grade for the comparables.  Some MLS systems and city/county assessment offices do not have this information.  The GSEs stated that they will likely be issuing an FAQ on the issue of comparable basement square footage and availability of such information. 

SLIDE 82 - The GSEs also realize that the issue of energy efficient items may be a challenge.  It is difficult to determine these for the comparable sales.  Traditionally, appraisers have simply filled in this blank with "Average" or "Typical" and the GSEs don't want these generic entries - they want the specific energy-efficient items for the comparables to be listed.  The GSEs said they may likely be issuing an FAQ on this issue as well.  

SLIDE 83 - This is another point that was repeatedly made.  Only numeric entries may be made in the adjustment fields.  If there is a difference in characteristics between the subject and comparable but no adjustment is warranted, the appraiser must insert a "0" in the adjustment field.  Entries such as "No Adj." or "Equal" will not be accepted.  ALSO, the appraiser can make an adjustment if the items appear to be the same.  For example, if the subject and comp both are rated C3, the appraiser may still make an adjustment as long as it is explained. 
SLIDE 88 - The GSEs want the appraiser's license or certification number to match exactly what appears on the ASC's national registry, so they can use this information to track poorly-performing appraisers.  HOWEVER, they realize that individual states such as Florida have requirements as to exactly how the appraiser's license or certificate number must be formatted in the report.  Obviously, compliance with state laws and regulations is paramount.  

SLIDE 90 - The GSE's want the name of the AMC on this line.  For the vast majority of appraisers in the US, this is not a problem.  However, there may be issues with this in Illinois, which requires the AMC to be listed as the client.  The GSEs said that it would be acceptable to insert on this line the word "Client" before the AMC name, in order to comply with state requirements.  (For example, "Client: Landsafe")   As above, the GSEs may be issuing an FAQ on this issue. 
SLIDE 95 - Because there is so much additional guidance that may be issued, it is recommended that the students/appraisers keep up by checking Fannie Mae or Freddie Mac's websites periodically.  The best idea is for them to bookmark Fannie and/or Freddie's UAD page, and check it weekly for changes and new guidance. 

