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i Objectives

* Identify typical financing guidelines — Mortgage

* Describe builder’s role in pubic education and
marketing

* Listing agent and appraiser competency
requirement

* Reveal steps in requesting a reconsideration of

value
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What do you want to learn today?

Has the requirement to disclose
energy use before the contract is
signed change how you list, sell, or

value homes?
| @

B
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Keep the top 3 reasons consumers get
involved in Energy Efficiency in mind.

Saves Money Healthier

Alaska Housing Finance Corp. 2017 Copyright Sandra K Adomatis, SRA 5

Home Ry: The Health Benefits
of Home Performance

= A Review of the Current Evidence
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Health

lable 1: Uverview of impacts of improved energy etficiency on health and well-being

III’ e ¥ Primary Houaing Effect Sacondary Housing Effect  Expected Health Qutcomes
Inaulation Healing/coolng retained witin awelling = Comsnatle inoose » Fleduced deains oue o
Emperaturss lemperature extremes
= Lower indoor redative numidity  « Reduced symptoms of
Reoucad &l iraory dsease
Bir Saaling = i il
Improved Heating Healing providad 1 whole awelling = Coméonabie indaor « Reduced deatns dus to ookl
Systema i 5 EmperaurEs = Reduced symptoms of
Lleanes buming Neating systems = Regused gases and fespiratory disease
3 pariculates = Reduced siress and infeclious
Combustion s | g 1
T mumz-::: Ripey = Increased uzable ving space tissaze
Improved Gooking Cleaner-ouming cooking systems = Fegucad gases and » Reduced sympboms of
Syatema panicuiases respiratny dsease
Combustion by-procucts propesty = Reduced Ask of cancer
wenged o outdoors
Impraoved Ventilation  Increased air fow within cwelling = Reguczd gasss and = Reduced symptoms of
paricuiases resiratory disease
= Reduced dampness = Reduced sk of cancer
= Reducad makd = Reduced symptoms of
candiovascular disease
= Reduced arthrits
= Reduced depression
Adapred from Table 4.1 of the International Energy Agency reporr: Capturing the Mulriple Bengfitz of Energy
Efficiency.
Home fiy: Tne Health Benefits of Homea Perfoemance — A Review of the Cument Evidence 3
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Humidity Impacts Infection Spread
eptibility
: Influenza Virus Type A

Is 10 times more viable
in dryer air.

The germs spread
farther in dryer air.

Home (http://www.welloinc.com/) » Humidity Impacts Infection Spread and
Susceptibility
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I New Home Builders Advantage

1. New homes built to the high minimum code
provide a better housing product than the existing
home stock offers.

2. New homes built to a higher standard than
minimum code will become the norm in the near
future.

3. Builders providing education to the buying public
is the key to moving the market toward a more
energy efficient market.

4. Builders will be able to outsell new construction

over existing homes if marketed appropriately. I
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I Part 1.

Financing Guidelines —
Fannie Mae — Freddie

Mac — FHA — AHFC - VA
A
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“Borrower’s Bill of Rights” in
Lending Process

A term coined by Sandy Adomatis I
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i Lender Guideline

Hire competent appraisers

Competency Fannie |Freddie VA
Required Mae |Mac
X X X

Before
Accepting
Assignment

Before X X

Completing

Assignment
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Fannie Mae

EKnowledge and Experience
Lenders mmst use appraisers that

* have the requisite knowledge required to perform a professional quality appraisal for the
specific geographic location and particular property type; and

* have the requisite knowledge about, and access to, the necessary and appropriate data sources
for the area in which the appraisal assignment is located.

Agppraisers that are not familiar with specific real estate markets may not have adequate
information available to perform a reliable appraisal. Although the Uniform Standards of
Professional Appraisal Practice (USPAP) allows an appraiser that does not have the appropriate
knowledge and experience to accept an appraisal assignment by providing procedures with
which the appraiser can complete the assignment, Fannie Mae does not allow the USPAP
flexibility.

https://www.fanniemae.com/content/guide/sel121614.pdf#page=590
Page 564 — Dec. 16, 2014 Guide
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Fannie Mae Holds Lender
Responsible

The lender (or its authorized agent)

= must establish policies and procedures to ensure that qualified individuals are being selected
in accordance with Fannie Mae requirements, including the Appraiser Independence
Regquirements.

Printed copies may not be the most carrent version. For the most carrent verzion, go to the online version at
hittps:/fwwrw.fanni iminelefamily/orisinati o e .

https://www.fanniemae.com/content/guide/sel121614.pdf#page=590
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Freddie Mac Guidelines

4. How do lenders determine the correct process for selecting an appraiser?

Lenders must comply with the following reguirements related to the selection of an
appraiser:

m Sellers must select appraisers in compliance with AIR.

= Appraisers must be certified or licensed in the state in which the property is located. and
must be eligible to perform appraisals in that state.

= Appraisers must be familiar with the local market in which the property is located, must
be competent to appraise the subject property type, and must have access to the data
sources needed to develop a credible appraisal.

For additional information about appraisers and appraisal requirements, please refer to
Guide Exhibit 35 and Guide Bulletin 2010-23 issued on October 15, 2010.

http://www.freddiemac.com/singlefamily/appraiser _independence fag.ht
ml#30
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FHA

(B) Competency Requirement

The Appraiser must be knowledgeable of the Uniform Standards of Professional
Appraisal Practice (USPAP) and FHA appraisal requirements. The Appraiser must
meet the competency requirements defined in the USPAP prior to accepting an
assignment. The Appraiser must be knowledgeable in the market where the
assignment is located.

Page 61

https://portal.hud.gov/hudportal/documents/huddoc?id=40001HSGH.pdf
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i FHA

ii. Appraiser Competency Requirement

The Appraiser assigned to provide the appraisal must be able to complete an assignment
for the property type, assignment type, and geographic location of the subject Property.

The Appraiser must comply with the USPAP, including the Competency Rule, when
conducting appraisals of Properties intended as security for FHA-insured financing.

Page 64
https://portal.hud.gov/hudportal/documents/huddoc?id=40001HSGH.pdf I
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i How do you define requisite

knowledge or competency?

To obtain a sales, broker, or appraiser

license:

* Education first

* Appraiser must work under a Certified
Appraiser for 2 years prior to sitting for

certification exam.
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Appraiser’s Competency
Requirement

APPRAISER'S CERTIFICATION: The Appraiser certifies and agrees that:

9. I have reported adjustments to the comparable sales that reflect the market's reaction to the differences between the subject
property and the comparable sales.

10. I verified, from a disinterested source, all information in this report that was provided by parties who have a financial interest in
the sale or financing of the subject property

11. I have knowledge and experience in appraising this type of property in this market area. _

12. | am aware of, and have access to, the necessary and appropriate public and private data sources, such as multiple listing
services, tax assessment records, public land records and other such data sources for the area in which the property is located

13. | obtained the information, estimates, and opinions furnished by other parties and expressed in this appraisal report from
reliable sources that | believe to be true and correct.

Alaska Housing Finance Corp. 2017 Copyright Sandra K Adomatis, SRA 19

Susan K. Crosson, SRA Anchorage, AK

Alfred J. Ferrara, MAI, SRA Anchorage, AK Al as ka
Cecilia T. Mendonsa, SRA Girdwood, AK .

Rick Stovarsky, SRA Fairbanks, AK App ra |Se rS
Nancy S. Whitmore, SRA Homer, AK O n Al
Wendy Brooker Wasilla, AK

Cheryl Lubeck Anchorage, AK G ree n
John F. Cristiano Soldotna, AK Reg|st ry
Bristol W. DeMeter Homer, AK

Tim Leach Anchorage, AK

Charles E. Osmond Soldotna, AK

Tony G. Ray Fairbanks, AK

Robert G. Wilder Anchorage, AK

http://www.myappraisalinstitute.org/findapprai
ser/green_sustainability residential.aspx
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“Bill of Rights” in Property Sale or
Listing

A term coined by Sandy Adomatis I
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i REALTOR Code of Ethics

Duties to the Public

« Standard of Practice 11-1
When ReaLTors® prepare opinions of real property value or price they must:
1) be knowledgeable about the type of property being valued,
2) have access to the information and resources necessary to formulate
an accurate opinicn, and
3) be familiar with the area where the subject property is located

unless lack of any of these is disclosed to the party requesting the opinion
in advance.

Source: Code of Ethics and Standards of Practice
of the National Association of Realtors®
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AK Real Estate Law Changes
Replace -

Wliey lemove Wood

L)

. Disclosur® X5 Burning Stoves

ot meeting
standa

18

—
s
w
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2016 Law Affecting Real Estate
Professionals

BOARD OF CERTIFIED REAL ESTATE APPRAISERS

DEC Contingency Measure on Air Quality Affects Appraising

Under the Alaska Department of Environmental Conservation (DEC) regulations and the State Air
Quality Control Plan (SIP), a Real Estate measure is expecled to imminently take effect. These
provisions will affect transactions in the Fairbanks Morth Star Borough PM2.5 Nenattainment Area. This
measure requires the removal of heating devices that would entail the use of fire wood—including
wood stoves, pellet stoves, hydronic heaters, and large devices with greater than 350,000 BTU per
hour—before sale, lease, or conveyance of property in the said area. Exceptions to this measure are
EPA-certified wood and pellet stoves, hydronic heaters with a qualifying Phase 2 “White tag,” or
devices that meet current emission standards.

For more information, please click: Division of Air Quality

You can also email the Depariment of Environmental conservation at decbumwisealaska@alaska.gov
or, contact Lee Borden, Environmental Program Specialist, at (307) 451-5172.

https://www.commerce.alaska.gov/web/cbpl/Professionallicensin
g/RealEstateAppraisers.aspx
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iExpected to Go Into Effect Spring

2017

Real Estate Fairbanks
Licensees

Sales Persons Beware Owners, Buyers, &

Brokers Landlords
Appraisers
Inspectors

http://dec.alaska.gov/air/anpms/comm/fbks pm2-5 real-estate.htm#lists
http://dec.alaska.gov/air/anpms/comm/docs/FNSB-PM2.5-
Proposed-Redesignation-81FR91088.pdf
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i Devices Requiring Removal or

Replacement:

1. For home or property sales, non-compliant
wood heaters are to be removed or replaced
prior to close of sale.

2. For leases, non-compliant wood heaters are to

be removed or replaced before

commencement of the lease term. I
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i Myths Debunked

e Can’t talk to appraiser
* Appraisers determine value
* Appraisal cannot be challenged

B

Alaska Housing Finance Corp. 2017 Copyright Sandra K Adomatis, SRA 28

3/27/2017

14



i What is the main purpose of the

MLS?

The MLS is a platform for marketing real
estate. It is designed to assist real estate
professionals in selling real estate.

B
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i Second Use of MLS

* Assist appraisers in accessing data used in the
appraisal process.

* This usually requires communication with the
agent involved in the sale to verify data such as:
* Condition
* Concessions
e Updates

* Energy information I
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Best Practices

"Missing data from the MLS when it comes to green features is a bad recipe for appraisers trying to be able
to determine what these features are worth and wha e paying for them in the marketplace," said
Adding green features to the MLS is
a key component for appraisers to be able to accUTarety =rstand what features the property has and to
be able to e a determination of what the market is paying for these particular features in any specific
market."

https://nmgprod.s3.amazonaws.com/media/filer public/c2/13/c213b22d-a400-
470a-acc3-9fff8e4e456¢/pgh eeba green guide final 09092016.pdf
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Part 2.

Getting It Right and
Reconsideration of Value
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Formula for a Smooth Transaction

Competent Real Estate Agent

+ Qualified Lender

+ Competent Appraiser

+ Accurate and Complete Documents

+ Database —MLS has green populated fields

More Accurate Appraised Value
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Appraisal Institute Joint Efforts with
National Assoc. of REALTORS

Appraised Value and Energy Efficiency: Getting it Right

While lacation, design, and price are a home buyer's main considerations, surveys show that buyers
rank energy efficiency as one of the most desirable features, and importantly, when there is sufficient
energy savings - one they're willing to pay more for. However, energy efficiency can be overlooked in
the appraisal and/or listing process for a variety of reasans, including a lack of access to data,
underwriting impediments, and appraiser or agent qualifications. Many appraisers and/or agents may
not be aware of the unique features or benefits of an energy efficient home. However, many
appraisers and real estate agents are qualified to identify these features that are often hidden behind
drywall. One way to peg the efficiency of a home is to know

which energy code it was built to, or ask the homeowner if the The “HERS Index” scoresa

home has earned an energy or green certification. A quick h“:'el'i seey E'ﬁ““;v - I
the lower the score, the

address search of the RESNET HERS Index database is a good move wificient the home. A B

place to start. If rated July 2012 or later, the RESNET registry

score of — 0 — indicates the

will reveal the home's HERS Index. home is “net zerc energy”
or produces as much
According to the U.S. Department of Energy, homes built to the energy asituses. Ascore
2012 or 2015 International Energy Conservation Code (IECC) are of 100 indicates the home
15-16% more efficient than those built to the 2009, They will is approximately built to
. 2006 energy code
typically be more comfortable to live in, have better overall -

standards.
performance, and lower monthly energy bills.

Fannie Mae, Freddie Mac and FHA require appraisers to consider the energy efficient features of the
home, and if the market supports an adjustment in the appraised value, one must be made. Often,

appraisers won't take energy efficient and green features into account if they aren’t aware of them
This is where the listing agent must be sure that such features are accurately identified in searchable
MLS fields and appropriate documents attached for potential buyers and appraisers to review
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Appraised Value and Energy
Efficiency: “Getting It Right”

What can agents do?

1

The builder or energy rater probably is the best informed to complete the Addendum;
therefore, seek their assistance to assure accuracy.

. Provide a copy of a complete Home Energy Rating System (HERS) report (if available). If home
has solar photovoltaic (PV) system, review the U.5. Department of Energy’s informational
guide addressing solar PV.

Prepare the buyer to notify the lender that they require a qualified appraiser for this special
type of construction; add your logo and provide a copy of the Directions for Buyers.

. Add your logo, the property address, and contact info to the Lender Letter along with any
other special features or information regarding the property type. Instruct the buyer or their
agent to give the letter (along with #1 and 2 above) to their lender.

Alaska Housing Finance Corp. 2017 Copyright Sandra K Adomatis, SRA

Encourage sellers to complete the Al Residential Green and Energy Efficient Addendum form.

35

What are the obligations of Real Estate Professionals?

As homes are listed with an increasing number of energy efficient features in MLSs around the country,

itis i

for real estate i to both understand the benefits provided by such features,

and know how to best communicate with clients about efficiency. Once they understand the impact

that efficiency upgrades can have on new or existing homes, real estate professionals can advise and
refer clients to additional actions they can take to further impact home performance.

REALTORS® have an obligation under Article Eleven of the Code of Ethics that they shall not
“undertake to provide professional services concerning a type of property or service that is outside
their field of competence unless they engage the assistance of one who is competent on such types of
property or service, or unless the facts are fully disclosed to the client.”

The National Association of REALTORS® offers NAR's Green Designation program to those agents
interested in high performance, resource efficient homes. Agents with this special designation are
better prepared to serve the public on issues of energy efficient and green properties

For a list of REALTORS® with NAR’s Green Designation in your area,

Qualified appraisers, the Al Residential Green and Energy Efficient Addendum form,

Ready-made directions for buyers,
A ready-made Lender Letter, and

Appraised
Value and

Energy
Efficiency:
“Getting It

The informational guide addressing solar PV, go to: R i g h t V4

www.GreenResourceCouncil.org/Appraisal-Links

Appraisal = [ o
I||||”“| Institute” EB.‘S;AE Easony G;\reeﬂ
Alaska Housing Finance Corp. 2017 Copyright Sandra K Adomatis, SRA
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FOR BUYERS
ENSURING A QUALIFIED APPRAISER FOR YOUR HOME

Your home has higher energy efficiency or green standards than many others on the market. It
should be more comfortable ta live in and have lower monthly energy bills. Homes built to the
2012 or 2015 International Energy Conservation Code (IECC) are 15-16% more efficient than
those built to the 2009 IECC or earlier. Some of your hame features may include:

* More wall and ceiling insulation to keep conditioned air inside your home

* Windows that keep the heat out in the summer months to improve comfort

* Fewer drafts and air leaks, which improve indoor comfort.

* Or, you may have a home built well before the new code but have invested in energy or
green retrofits that makes your home more efficient than other homes built during the
same time frame.

What You Need To Know Regarding the Loan/Appraisal Process

Some lenders randomly assign an appraiser to estimate the value of a home. However, yours is
not a typical home if it is a higher-performing building or one with unique green features. Fannie
Mae, Freddie Mac and FHA require that appraisers be appropriately qualified to appraise the
specific property in the assignment. If you do not clearly identify the property as a spacial
property type requiring an appraiser properly qualified in the valuation of energy efficient, high-
performance homes, you may risk that an appraiser without the necessary qualifications will be
chosen and that appraiser may not take these features into account.

What You Need to Do
Provide your lender with these things provided to you by the builder, homeowner, energy rater,
green certification, or complete HERS Report:

* The lender letter regarding this special property type and the need for an appraiser
properly qualified to value energy efficient, high-performing homes.

+ The Appraisal Institute’s Residential Green and Energy Efficiency Addendum, completed, if
possible, with the assistance of the builder, energy rater, or green rater,

+ The Home Energy Rating System (HERS) Report (if available)

» Home Energy Score Report (A rating of 1-10; applicable for existing homes only).

Alaska Housing Finance Corp. 2017 Copyright Sandra K Adomatis, SRA

Appraised
Value and
Energy
Efficiency:
“Getting It
Right”
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FOR LENDERS

Dear Lender,

The property located at: (Insert address) is a special property type. It is a green, and/or energy

efficient, high-performing home as shown below:

2012 International Energy Conservation Code (2012 |ECC) ** built above current MA
state code

O 2015 International Energy Conservation Code {2015 IECC)
O Existing home with Energy/Green Retrofits

A copy of the Green and Energy Efficient Addendum form, and the energy report (if available,

or two years of utility bills) should be included with the appraisal engagement letter. Fannie

Mae, Freddie Mac and FHA require lenders to choose appraisers properly qualified to value the
graen and/or energy efficiency features of a high performing, energy efficient home in the local

real estate market.

You can accass a list of appraisers who may have those qualifications at the Valuation of
Sustainable Buildings meessjonuf Development ngram RE‘gISU}l, available at
bil

These :'.|:)ema|h,|I -trained appraisers have completed 28 hours of education and passed three
exams. If the appraisers on your panel are not on this list, they can complete 14 education
hours online to get started at:

http: //www.myappraisalinstitute.orgfeducation/course_descrb/Default.aspx?prgrm_nbr=826&

key type=CO

Appraisers on this list are not required to be Appraisal Institute members but must take the
required courses and pass the exams to be listed.

If you have questions, please contact:

Alaska Housing Finance Corp. 2017 Copyright Sandra K Adomatis, SRA

Appraised
Value and
Energy
Efficiency:
“Getting It
Right”

38
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Example of
how one real
estate broker
uses the
brochure

FOR BUYERS
ENSURING 4 QUALIFIED APPRAISER FOR TOUR HOME

¥our hame s Nigner enenry e¥idengy o gresn standerds then meny Sthers on the mavEe
=

nei Enerzy Consenvetion Code (IECC] are 15-15% more emident then
‘200% S0 or eartier. Same of your nome features mey incude:

—+Fewer drafts snd air ik, wiich imprawve indoar comtre
—+OT, O My MRire  NOMe DT Well BEE The NEw CXE T MRVE iMeted in everEy or
rmen oatrofes tnat o .

¥ mare  than omer nomas *
s2me time frame.

What ¥ou Ne=d Ta Know Segarding the Loan/, Frocess
‘Some lenders rendamily ssSiEn en SpreBer toestimate thevalueofs home. Bowewe:

s i
not 8 typial home it s g roving Suilding orane que tures Fanie
Mme, Frecdie MacEnd FHA TequITe TRt 2R ‘=ppropriatey quaiten toapprese e

o
¥ you g2 nat ety oenty the arapertyss 2spece
“ngen 2zpraiser propety quaied in T wsustion of anerzy SCEnE, gt
PECDTTINGE NS, Yo Tty 7iSE TR 27 SENEEE WIIOUT TN AeceSsaTy qUE RoONS Wil o2
nosen and that mapraiser may 1ot Stethese festres v st

‘spacific prapes

*—+The sencer ietter regarding tis specelproperty type and the need for enepprsiser
Droperty quaifed 1o yaius enexy eSoen, NgoerioTming homes

4=+ The A poreinel initut's Reridental Graen s Enerzy ECansy Addencum, compiated T
somiizie, with the emistanas of the Duider snergy mier or een Then

4—#Tne Hame Energy Rating Sstam (KERE| Resort (fmaieme)

“u Hiome Enargy Score Repart A rating of 2-40 applicania for axisting nomes aniy |
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Example of
how one real
estate broker
uses the
brochure

FOR LENDERS
Dexr Lander,

The condaminiaum associetion located et: 152-138 Highiend 5t Bastan MA is & speced praperty
e i preen, ang/ar enenry emCEn, Mg RErImIng AOME 55 SWOwn Bl

M

Euisting nome with Snerry/Grean Satrofits

s projected to = LEED

arg the best Duiking scnes has ta ot aad
st qerned soter FY b enerzy pasitive. E2ch condaminium i rajecied 1o progucs mare
enerzy the onsumed on an snnusl besis, Projecied HERS Ratings of the condas will b2 between
2end2e

e project in the Fart

ar twa yemrs of ity Bk showd be incuded wi
Mze, Fraddie Macand FHA requine Jenders tD SVD05 EDTESATE DrODETY QUEIfed TouEiE the
reen and/or energy effiGency festures of s high performing, energy efficent hame in the ioal
rex esate marier

¥ can memmss = st of sppraisers wha mey e those qusiifications at the Valustion of

n £ fist are not requined o be Appratsel INHLE MEMbaTs DLE MUST T30S the
#nd ass the exems 20 be sted

# o mwe quections, plesce contact:

HANME: Crag Fobey, Ciet of Enerzy Sontions, REMA Lesding Sdze
L

EaTTtmns

EMAIL ADDRESS: craig srecs@gmail.com
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Oh no! Value too low?

IndicatedValueby: Sal e 4360,000
The income approach is not applicable in this size and guali

s 365100 income
. The cost approach is relevant in proposed DDI'ISULJC(IDI'I and

This appraisal = made | "asiz” L]s.ll:|!tllnccnnl stion per plans and speclicafions on the basis of a hyposhetical condition that the improvements have been completed,

:— subject to the following repars or alerations on the basis of 3 hypothetical condition that the repars or akerations have been completed, or [_]sumzcmhz following required

pection based on ine exracrdinary assumpiion fat the condition or deficiency doss not reguire dlieration orrepair. Appraised value is subject to completion per

] plans and specifications as envisioned in this appraisal report

Bazed on acomplete visual i ion of the interior and exteri of the zubj defined scope of work, statement of assumption= and limiting
it d ier my [cur] opinian of the merket valu, az definzd, of the real property that s the subject of this reparti= 3 360,000
esof  09/04/2014 -which is the date of ion and th
Freddie Mac Form 70 Warch 2006 UMD Version 32001 O L AT SR 0 ST e b e mrkmhmmtmmﬂs
E=ET 004 HEUAD IR
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Reasons to Challenge

U Appraisal report contains numerous errors
including:

U No mention of energy or green features

U Use of sales that are not similar

U No analysis of the green features

U Errors of fact

O Appraiser has no experience or education in
property type
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i You must document reasons!

U Read the appraisal and highlight areas that are
in error

QO Identify the errors in writing and provide
factual rebuttal

U Provide highlighted appraisal and written
rebuttal to LENDER

U Lender is responsible for discussing the

challenge with the appraiser I
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iw Reconsideration of Value

Property Address:

Appraised Value: Date Ordered:

ADDITIONAL SALES/LISTINGS SUBMITTED FOR RECONSIDERATION (SEE BELOW).

Property #1:
Property #2:
Property #3:

Property #4:

CLIENT’S CONCERNS WITH THE ORIGINAL APPRAISAL (SEE BELOW).

Concern #1:

Concern #2:

Concern #3:

Concern #4: I
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Reconsideration of Value Instructions

INSTRUCTIONS FOR SUBMISSION OF THE RECONSIDERATION REQUEST FORM:

1. Complete the required loan information at the top of the page.

2. Provide the sales, listings, and/or concerns requested for additional analysis (maximum of 4 allowable for each section).
3. Verify all information requested for reconsideration is correct and accurate.

4. Do not specify a requested value or a specific change in value in your comments.

5. Save this document as a POF file using the loan number in the file name.

6. Email the PDF to S5 - processing/tracking.
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Freddie Mac — Rule on Second Appraisals

2. Are lenders permitted to order a second appraisal or AVM on high-value or unique
properties to ensure the most accurate value is obtained?

Yes. As long as such appraisal or AV is done pursuant to:

m Written, pre-established bona fide pre- or post-funding appraisal review or guality control
processes or underwriting guidelines.

m Lender adherence to a policy of selecting the most reliable appraisal as stated in
Section Il of AIR.

3. Does AIR specifically prohibit a lender from ordering a second appraisal?

MNo. A lender is only prohibited from ordering a second appraisal if the lender is attempting
to influence the outcome of the first appraisal or for the purpose of value shopping. For risk
mitigation of certain loan products, it may be a common practice for a lender to order more
than one appraisal. Section Il of AIR specifically addresses when it iz permissible to order
second appraisals.

http://www.freddiemac.com/singlefamily/appraiser_independence fag.html
#47
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i How Can You Appeal An Appraisal?

With Facts!
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i Obtain copy of appraisal

report

= Only borrower has right to copy of report;
therefore, the builder or real estate agent must

work with the borrower to obtain a copy.

® | ender is required to give borrower a copy of the

report 3 days prior to closing unless borrower

signs a waiver I
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Obtain copy of appraisal
report

® Read report in its entirety and document concerns
in writing

= Do not contact appraiser!!!!

= Contact lender with written concerns regarding
error of fact- must be factual and not a complaint of

value only- following are tips that might suggest

challenging appraisal.
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Appraisa

GENERAL DESCRETION FOUNDATION EXTERIOR DESCRIFTION i igon | NTERIOR matedatsic ondiion
Unss  [WJome | JOrewtnAccessoyUni || Concrae Sim il Space FourcaonWals | CBS/Good Fioors W dTile/Cpt/Gd
[ Jruigasemen || Panisi Sasemen: | Bsamvior Walks CBSIFr/StGood | wais Drywall Good

0 sq & |RoofSurace AS ShiG ood TrimFirisn  PtdWdiGood
0% [ Gutsers & Downspous AlumiG ood SshFicer  Tile/Good
= ) [ Jsunp fump | Windon Tyee Low E/Good nWarsca Tile/Good
eargun 2008 ) Storm Sasvinsus=s Hi Impact aE | Jtone
Steane A (Y3 = - Yes/Good Drvewsy =oCas 4
s [ Jradar | ame [Jwecotuws(z)= | Drvewsy Surisce CONCTEte
(%] oo Smir ] Electric || Fireplace(s)# Fence X|Gamge 2dCas 3

Floor = n et ndioning PasolDeck | Porch Screen Carport £ s
| Frisnea [ ke [ 7oxi IG Cad [ omer Entry | Jaz o [Weuen
Appiances Refngeraor Rangs Oven Dishwasher D Disposal D Momowave D Was henDryer Qther {describe)

4 ares above gade conssins 10 Rooms 8 Bedooms 4.1 =) 3,588 squae e Grade
x pecial erergy sficent zms 2 ). Se@ attached Residential Green and Energy Efficient Addendum

Describe thie condiion of the propeny (nduding resded repairns, deiEnomIDn, Enovalons, remodeling e ). 1 he house is in good overall condition. * The two central
air units have been stolen and reguire replacement. The appraised value assumes the units will be replaced with two 18 SEER air units.

Are there any phwscal defCENCIES Of SUVErse condiions that sfea the firsbilyy, soundness, or Srucural inegriyy of the propeny? DYES No Ifres describe. MNote the
replacement of central units noted previously.

Doss the propety generaly conform i the neighborons (funatonal utiy, sy'e. condition, use consiwaion, =07 A Yes |_|Ne  fho ssmcee THIS house is above
average in size for this neighborhood  The style is typical of two-story housesin this county. The energy efficiency exceeds the typical
code-puilt house resulling in low energy costs. The house is rated green by Florida Green Building Coalition and described onthe
attached addendum

Fredde i Fom 70 1

m 0 M chals i ool g 2150 0 TIAE T e B0 Famie linerom 1L
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How Does Fannie Mae Define an
Energy Efficient Property

Energy Efficient Improvements

An energy-efficient property is one that uses resource-effective design, materials, building
stems, and site orientation to conserve nonrenewable fuels.

Special energy-saving items must be recognized in the appraisal process and noted on the
appraisal report form. For exfe, when completing the appraisal report (FomOOLI), special
energy-efficient items are to bifhddressed in the Improvements section in the itional features
ficld. The nature of these items and their contribution to value will vary throughout the country
because of climactic conditions, differences in utility costs, and overall market reaction to the

Part B, Originati on Through Closing December 16,2014
Subpart 4, Underwriting Property
Chapter 1, Appraisal Requirements, Appraisal Report Assessment Page 603
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To meet minimum guidelines add

n —
Residential Green and Energy Efficient
| Addendum

A Repors [y

Use pages
that apply to
features in
the property

= v W
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HUD Handbook 4000.1

(d)Adjusting Comparable Properties

(i) Standard

Calculation of the Contributory Value includes
methods based on the:

e direct sales comparison approach;
e cost approach; and
* Income approach.

Handb ook 40001 Page 461
Publish Date: 03/18/2015 | Effective Date: 06/15/2015

53

Alaska Housing Finance Corp. 2017 Copyright Sandra K Adomatis, SRA

i Sales Comparison Section ‘v

* Review the sales - do they have the same
energy features?

e Can you verify the description of the sales?
MLS-Zillow-Trulia-Agent

¢ Are the sales the best ones available?

B
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ales Comparison Approach
FEATURE I SUBJECT COMPARABLE SALE NO. L COMPARABLE SALE NO 2 COMPARABLE SALE NO. 3
Addmss
Promiey 1o Subjea
Sai= Frice B [s [s [=
SsePrcaross v hma|$ 0.00 sa¢ |5 sqft | 5 s % 5 st
DESCRIPTION DESCRIFTION )8 et DESCRIPTION =) Shusmes DESCRPTION () $hjummere
Suburban
LesssroidFeeSimpie | Fee Simple
S 20000 Sq.Ft
iew ResfVacant Sites
Design (Style) Traditional
wslity o Construction Good
Acual Age 3+-Years
Condiion Good
Abowe Grade Tasl |5ﬂms| Sas sl |am| Sain Taal |5ﬂms| Sas T \sdm\ S
Room Count 10]8] 41 1 || [l |
Gross LivingArea 3,588 sa sai sai sait
Basemert & Finished MNone
Rooms Below Grade Mone
Funcional Uiy Average —
) Heating/Cooing Central |
Eneqy Scerttems | HERS 56/SIF wh
oo 3 Car Garage
ScrEntry
Solar PV Panels [4.03 Array
Solar Pool, Ertry
194 Score
et Adjustment (Total) O [0 Is O+ [T s O OO s
Ala g HolT Mz nance Corp: HefAl 7 COPYF|ENT Sandra K AGRATTS, SRa Het A % 55
GrosAd 1 H GrssAd % |5 Gross Adj 5 |5

Sales Comparison Section

* Must stay within guidelines
* Or explain

* Sold in last year or explain
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i Sales Comparison Section v

* Are the sales all arm's-length - cannot be the
result of a custom home built on a lot owned by

the borrower prior to construction.

* Document any errors of fact in writing!

B
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i-'-‘-"Paired-Data Analysis
| saler | | sal2 | |

Sale Date 3/26/2015 2/4/2015

Sale Price $335,000 $352,000
Site Size 11,240 SF 9,000 SF

Room Count 7/3/2 + 2,500 6/3/2.5

Gross Living 1,580 +2,500 1,710

Area/SF

Age 4 3

Energy Rating Four 12,000 Six

Adjusted Sales Price $352,000 $352,000

Compares two similar properties to extract value of energy improvements

Sale 2 Sales Price $252,000 — Adjusted Sales Price of Sale 2 before making
energy efficient adjustment $240,000 = $12,000 adjustment for EE.
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Sales Comparison Grid

[z [l | o | ez [0 JeRa [ ]

Sale Date 1/2017 3/2016 2/2016 11/2016
Sale Price  $355,000 $335,000 $352,000 $362,000
Site Size 12,000 SF 11,240 SF 9,000 SF 15,000
SF
Room 7/3/2.5 7/3/2 +2,500 6/3/2.5 6/3/2 +2,500
Count
Gross 1,680 1,580 +2,500 1,710 1,750
Living
Area/SF
Age 3 5 3 2
Energy Six Four 12,000 Five+ Six
Rating
Adjusted $349,500 $352,000 $364,500
Sales
Price
Alaska Housing Finance Corp. 2017 Copyright Sandra K Adomatis, SRA 59

i Inaccurate Data or MLS without Green

Fields is a Recipe for Disaster

e Communicating with the appraiser before and at
the time of the inspection is crucial.

* Becoming a thought leader to move your MLS to
implement green fields with safety stops for
inputs

* Providing details of updates on the property being
appraised and sales is important.

B
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Depreciated Cost Method
Cost New of Energy Improvement Items
$17,500
Depreciation from all forms of loss
3 yrs old*/23 yr life expectancy = 13%
13% x $17,500 = - 2,275

“As Is” (Depreciated Value of Energy Imprv)
$15,225

*23 year life expectancy based on Marshall and Swift Residential Handbook
estimates for energy efficiency. * Energy efficient items were installed 3 years
ago.
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Depreciated Cost Method

Energy Efficient Upgrade Costs are important and
can be used as one indicator in estimating value.
Even if the updates were 2-3 years ago, report the
costs to the appraiser. Provide a list of those
update and if the actual contract is available,
provide it also to the appraiser.

B
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i Income Approach

HP12 C

20 N — Number of years features will last (physical life) (23-yrs less
actual age of 3 years)

5 (%)1- Discount Rate

$850 PMT - Annual savings amount (based on Home Energy Score)
Press PV - Should give present value or

$10,600 rd

(1t will show as a minus-press CHS for change sign)

(Uses Annual Compound Interest rate of 5% based on mortgage rate I

plus 1% for risk factor)
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i Income Approach

Fannie Mae’s Preferred Income Approach

Monthly Rent
Appraiser finds rents of Energy Efficient Houses $1,200
Appraiser finds rents of similar non-EE Houses $1,100
Difference in rents (income) S 100

Appraiser finds Gross Rent Multipliers of EE Houses
Sale Price of EE House $110,000 / Monthly Rent $1,200 = 91.7

Indicated Value of Energy Efficient Items Using GRM

91.7 GRM x Rent attributed for EE $100 = $9,170 I
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i Income Approach Data

* Rentals — a high percentage of houses are rented
in the state

* Energy savings can be developed using the Energy
Efficiency Calculator

B
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i Test of Reasonableness

Overview of Methodology to Value Energy Efficient

Features

Paired-Data Analysis $12,000
Depreciated Cost $15,225
Income Approach (GRM) $ 9,170
Income Approach (PV) $10,600

Reconciliation: All three methods form a tight value range for the energy
efficient features. The depreciated cost method deserves the least
consideration because the estimate of depreciation has most room for
error. The Paired-Data and Income Approach closely point to $12,000 and
deserve the most consideration because the Paired-Data Analysis is
directly from sales in this market. The Income Approach closely represents

buyers thinking on savings from energy improvements. I
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High Performance Homes

No More Cost

Ay i
Lo W ol
s

esiieaiial reen asd Energy Efich
Lidsndum

Resources

Unlocking the Value of
an Energy Efficient Home

A Blueprint to Make Energy Effidency
Improvements Visible in the Real Estate Market

gt 1013
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i Session Take-A-Ways Real Estate

Professionals must
work together!

Energy Efficiency
Message Must
Change

Data must be
accessible!

Energy Use Disclosure _
at time of saleis law.  MLS mustimplement
green fields.

i Time for Evaluations

Speaker: Sandra K. Adomatis

Day 2: Session 1: Connecting the
Dots — Building — Marketing —
Valuation-Financing

l \ Follow me on Twitter!
https://twitter.com/sadomatis I
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i Time for Questions
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* A F
See You in the Next Session:
An Alaska Case Study Using Big Data

B
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i Thank you for Attending!

*Sandra K. Adomatis, SRA, LEED Green
Associate

*Contact Information:

eAdomatis Appraisal Service

PO Box 511355

*Punta Gorda, FL 33951
*Adomatis@hotmail.com
*WWW.adomatisappraisalservice.com

Follow me on Twitter:
https://twitter.com/sadomatis
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