
Periodic updates for residential appraisers  
serving Fannie Mae lender customers

Welcome to our first Fannie Mae Appraiser Update of 2020. In this 
edition, we dive into horizontal property regimes, more about multiple 
parcels, and the act of selecting comparables. We also share feedback 
we got from you on tools you use to modernize your process, as well as 
our own updating of the Fannie Mae website! 

Since our first publication in April 2017, more than 14,000 appraisers 
and mortgage professionals have signed up to receive the latest 
industry insights and policy updates from Fannie Mae. Thank you for 
your commitment to excellence!

Collateral Policy Team 
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Interested in receiving  
this newsletter and   
other periodic appraisal- 
related updates?   
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What is a Horizontal  
Property Regime?
Over the years, appraisers and lenders have asked 
questions about developments completed as 
Horizontal Property Regimes (HPRs). It can be hard 
for appraisers to determine if these developments 
are condos, planned unit developments (PUDs), or 
something else. This can impact which appraisal 
form should be used as well as how to complete  
the analysis.

In some markets, HPRs are another name for a 
condominium development, while other markets 
may use the term to describe PUDs. In a handful of 
places, HPRs may be either a condominium or PUD 
development, depending on how the project was  
set up by its legal documents.

We generally consider a development to be a condo 
project any time it is declared and/or filed as an 
HPR in accordance with local statutes, because 
HPRs have typically been used to describe condos. 
However, when a local statute provides for the 
HPR to be created as a PUD development and the 
project’s legal documents specifically state that the 
project is a PUD, the lender and appraiser should 
treat the HPR as a PUD. 

When appraisers are having trouble determining 
if an HPR is a condo or a PUD, they may obtain 
the project’s legal documents to make the 
determination or request additional information 
from the lender to clarify the property type.  
Fannie Mae plans to update its Selling Guide in the 
next few weeks to provide guidance on this topic  
for lenders and appraisers.  

How are you  
modernizing?
In our last edition, we talked about some of the 
technologies that appraisers use to help with 
property inspections and analysis. We asked you to 
share some of the tools that you use with your fellow 
appraisers. One of our readers from Texas wants 
to share a free resource that that state provides to 
locate oil, gas, and pipeline data in a map view.  
She finds this especially helpful in rural areas and  
in determining compliance with local zoning. 

You can find an interactive map with approximate 
locations, types, and other information about 
wells in Texas here. Similar information on oil and 
gas wells in Florida is provided on the American 
Geosciences Institute website here, which includes 
links to other similar interactive maps around the 
country. Thanks for sharing, Tracy!

What technologies do you use when completing 
your appraisals? Send us a comment via the  
Contact Us feature on the Appraisers page at  
fanniemae.com/appraisers and we may feature  
your tip in an upcoming newsletter.
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https://www.rrc.state.tx.us/about-us/resource-center/research/gis-viewers/
https://www.americangeosciences.org/critical-issues/maps/interactive-map-permitted-oil-and-gas-wells-florida
http://www.fanniemae.com/appraisers


Meaning of  
comparable
Appraisers and users of appraisal reports typically 
think of the term “comparable” as a noun referring 
to a transaction displayed in the market analysis 
section of an appraisal report. The appraiser’s 
choice of comparables is sometimes a contentious 
topic with users of the appraisal report. But, the first 
meaning of “comparable” that comes up in most 
dictionaries is as an adjective. It conveys the ability 
to make a comparison rather than the object of the 
comparison. Taking this linguistic exercise one step 
further, there is a word (an action verb) derived 
from the same Latin root that means to make a 
comparison (and we all know it): to compare. 

The more similar a property is to the subject 
property, the easier it is to compare, so the tried-
and-true best practice is to select comparables 
that are most similar, thus reducing the degree of 
difficulty in the comparison. But, appraisers cannot 
control the available sales activity within a market  
at any given time — there is an element of luck in 
any population of potential comparables — and 
there is no single right way to test for similarity.  

 
If we’re competent to appraise anything beyond the 
simplest of assignments, then we must be skilled  
at comparing dissimilar transactions.

Our point here is not to preach about how to choose 
or adjust comps. Instead, it is that being an appraiser 
fundamentally requires competency in the ability 
to compare dissimilar transactions. Once that 
competency is gained, then the choice of 
comparables becomes less contentious. The act  
of comparison becomes preeminent. 

An appraiser who is expertly skilled at comparison 
will be guided by the comparison toward a 
consistent value opinion regardless of the 
comparable selection. Being able to demonstrate 
that the preponderance of data, unfiltered, leads  
to the same outcome will make our value estimates 
truly credible. (But don’t stop searching for the  
most similar comps!)

$
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More about  
multiple parcels
USPAP Standards Rule 1-3 states, “When necessary 
for credible assignment results in developing a 
market value opinion, an appraiser must ... develop 
an opinion of the highest and best use [HBU] of the 
real estate.” It further comments, “An appraiser 
must analyze the relevant legal, physical, and 
economic factors ... to support the appraiser’s 
highest and best use conclusion(s).” 

Fannie Mae’s policy requires that the mortgaged 
premises must be the highest and best use of 
the property as improved (or as proposed per 
plans and specifications). (Selling Guide B2-3-01, 
Property Requirements.) Also, our appraisal forms 
ask: “Is the highest and best use of the subject 
property as improved (or as proposed per plans and 
specifications) the present use?” For the appraiser 
to comply with the policy (assignment condition) 
and provide a credible answer, it is necessary for the 
appraiser to perform an HBU analysis “as improved.”

The intended use of the appraisal for Fannie Mae 
compliant loans is to evaluate the subject property 
for a mortgage finance transaction. The mortgage  
is legally binding. The standard terms of the 
mortgage prohibit many potential uses, thus 
simplifying the appraiser’s HBU analysis per the 
legal test. For example, to destroy the existing 
improvements would violate the mortgage and the 
HBU cannot be anything less than the existing  
(or proposed) improvements. 

Applying the physical HBU test to a multiple parcel 
assignment, the appraiser must consider whether 
the significant functional components — such as 
driveway, car storage, well, septic, fencing, or other 
amenities — are distributed across multiple parcels 
and whether they straddle lot boundaries. Surplus 
land is a possible value consideration for multiple 
parcel assignments.

New Single-Family site

Fannie Mae’s improved Single-Family website  
has launched, which includes a reformatted 
Appraisers page. Enhancements include a new 
search functionality and optimization for use on  
all devices. Now all help and training resources  
are available in one place by clicking the Help  
& Training link at the top right of the page.

AQM FAQ updates

The Appraiser Quality Monitoring (AQM) FAQs 
have been revised to emphasize the learning 
opportunities the AQM letters present.  
Read the FAQs here.
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https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B2-Eligibility/Chapter-B2-3-Property-Eligibility/1032991721/B2-3-01-General-Property-Eligibility-12-04-2018.htm#Property.20Requirements

https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B2-Eligibility/Chapter-B2-3-Property-Eligibility/1032991721/B2-3-01-General-Property-Eligibility-12-04-2018.htm#Property.20Requirements

https://singlefamily.fanniemae.com/
https://singlefamily.fanniemae.com/originating-underwriting/appraisers
https://singlefamily.fanniemae.com/media/16536/display


Contact Fannie Mae  
about appraisal topics

Use the “Contact Us” form to  
share what’s on your mind and  
submit feedback and questions  
on appraisal topics.

Connect with us! We’ll be at:

Appraisal Institute Annual Conference
Orlando, FL • August

Applying the legal HBU test to multiple parcels,  
the Fannie Mae Selling Guide requires that “[t]he 
mortgage must be a valid first lien that covers each 
parcel.” (See B2-3-04, Special Property Eligibility 
Conditions.) Thus, excess land (capable of a separate 
use — i.e., subdivided and marketed as individual 
parcels) is not a possible outcome of the HBU 
analysis because the parcels cannot be separated 
without mortgagee consent. This is consistent with 
other secondary market guidelines that typically 
require all parcels to be encumbered by a single lien 
or prohibit valuation as excess land. 

In cases where the intention is to include multiple 
parcels, but they are not yet encumbered together, 
the appraiser may make the appraisal “subject to” 
recording of the lien. The lender may clear the 
requirement by documenting that the lien has  
been recorded on the intended parcels.

Note: Helpful references include USPAP Standard 
1-4 (e) and Fannie Mae Selling Guide B4-1.3-04, 
Highest and Best Use.
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Contact Fannie Mae  
about appraisal topics
Use the “Contact Us” form to 
share what’s on your mind and 
submit feedback and questions  
on appraisal topics.

Connect with us!

RAC Conference
Plano, TX  •  Sept. 20

Appraisal Summit
Las Vegas, NV  •  Sept. 15 – 17

Valuation Expo (fall)
 Las Vegas, NV  •  Sept. 30 – Oct. 2

the rest. At this point, homebuyers may be 
emotionally invested and not inclined to take a 
strong negotiating stance.

USPAP is replete with declarations about the 
importance of identifying the intended user and 
intended use. That determines the scope of work 
and level of reporting. Consequently, report 
content is geared toward mortgage lenders — who 
are sophisticated appraisal consumers — while 
homebuyers may miss nuances, since they are 
relatively unsophisticated readers when it comes 
to appraisal reports. A party receiving a copy of the 
appraisal report to satisfy disclosure requirements 
does not automatically become an intended user 
(see USPAP Standards Rule 2.2, AO-22, and AO-36, 
for example). 

When prospective homebuyers specifically want 
a professional, unbiased opinion on property 
value to help guide their home-buying decision, 
appraisers and real estate professionals can 
encourage them to order their own appraisal 
earlier in the process.

State board  
notifications

The Fannie Mae Loan Quality Center regularly samples 
appraisals from our recent loan acquisitions. When we 
occasionally find deficiencies that are severe enough 
to impact the eligibility of the loan for delivery to 
Fannie Mae, part of our course of action is to share 
that appraisal with the applicable state regulatory 
agency. Referrals are only made after we have 
completed multiple levels of due diligence, including 
internal management reviews and lender appeals. 
The resulting volume of notifications is a very small 
fraction of the total number of appraisals we receive. 
This process helps protect the integrity of the appraisal 
profession and improve the competitive landscape for 
appraisers, who take pride in the quality of their work. 
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https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B2-Eligibility/Chapter-B2-3-Property-Eligibility/1032991541/B2-3-04-Special-Property-Eligibility-Considerations-08-05-2020.htm

https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B2-Eligibility/Chapter-B2-3-Property-Eligibility/1032991541/B2-3-04-Special-Property-Eligibility-Considerations-08-05-2020.htm

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/1032992601/B4-1-3-04-Site-Section-of-the-Appraisal-Report-06-05-2018.htm#Highest.20and.20Best.20Use

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/1032992601/B4-1-3-04-Site-Section-of-the-Appraisal-Report-06-05-2018.htm#Highest.20and.20Best.20Use


