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Freddie Mac Multifamily Appraisal Review
This is the review of the final appraisal in DMS for this loan
Part 1.  General information
	Property Name:
	     
	Loan Number:      

	Street address:
	     

	City, State Zip code
	     

	Reviewer for Freddie Mac:
	 FORMDROPDOWN 
       
	Review date:      

	Freddie Mac Underwriter:
	     
	

	Seller/Servicer:
	     
	City:      
	State:      

	Appraisers / Title:
	     

	Appraisal Firm:
	     
	City:      
	State:      

	Intended use of the review:
	 FORMDROPDOWN 
                Other:      

	Ownership interest:
	                     Other: 
	Year built:        

	Type of property: 
Program:
	 FORMDROPDOWN 
                
 FORMDROPDOWN 

	Renovated?   FORMDROPDOWN 
    
Year:        

	Current owner:
	     

	Total number of units:       
	Building area:       SF GBA;        SF NRA
	Occupancy:
     %

	 FORMDROPDOWN 
       Other:      
	To be built?  
	Commercial space:  FORMDROPDOWN 

Commercial units/size:      

	Format of report:  FORMDROPDOWN 

	Original purpose of the appraisal:      
           Other: 

	Appraiser’s estimate of value:  $      
	Value: $      

	Effective date of value:      
	Date of appraisal report:     


	Is the appraised value adequately supported?
	 FORMDROPDOWN 
 

	Appraisal Content Score:  
	     %

	Compliance Rating:
	 FORMDROPDOWN 



	Basic Property Information 
	Copied from the appraisal report:
     



	Lending Risk Analysis
Based on the review of the appraisal, what is the risk that Freddie Mac has relied on an erroneous appraisal report?



	1. 
2. 
3. 

	a. This lending risk analysis is a methodology to help analyze the extent that errors, misstatements, poor discussion, unsupported conclusions/analyses in the above referenced appraisal might have resulted in Freddie Mac purchasing a loan that was outside of its credit parameters or that contains more credit risk due to the issues discussed above.

b. This is not a re-valuation of the subject property, nor is this an appraisal subject to USPAP Standards Rules.  It is an internal analysis meant to help clarify the critical impact, if any, of lending decisions.


Number of appraisal versions delivered to Freddie Mac prior to loan funding: 
Note:  Multiple versions of an appraisal report submitted to Freddie Mac’s Underwriting might indicate that the Seller/Servicer’s review and/or the appraiser’s internal production and review processes needs improvement.

Screenshot from Freddie Mac’s files (DMS) showing the appraisal activity for this loan:


Part 2.  Conclusions and recommendations
	Review Conclusions, Comments, and Issues:

This is a summary of the reviewer’s significant appraisal issues, comments, or questions.  More detail can be found on the following pages including page numbers and references to specific Freddie Mac Seller/Servicer Guide sections.


	Items that might affect the value conclusion:
1.  Sales Comparison Approach:



2.  Income Approach:



3.  Cost Approach:



4.       
5.       
     


	Other issues:
1.  
2.       
3.       
4.       
5.       
     



Market Rent Variance to Actual Leasing:  

As noted in this review, the appraiser should have provided an explanation for the wide variance in market rent for these highlighted 

<Insert recent leasing summary chart here, or get rid of this entire section>
Operating Expense Variances:  

Operating expenses should be adequately supported by the expense comparables and by subject’s operating history per-unit and as a percentage of EGI.  We do this analysis excluding property tax and reserves to avoid issues surrounding variances in how local taxing jurisdictions develop their property tax assessments.  

Typically, we would expect that the appraiser’s estimate of total operating expenses (minus real estate taxes and reserves for replacement) would fall within the range of the expense comparables and be supported by the subject property’s operating history, both on a per-unit basis and as a percentage of Effective Gross Income (EGI).  

The chart below identifies the variances that were not adequately explained by the appraiser.


<Insert operating expense chart here, or get rid of this entire section>
Part 3.  Compliance with appraisal practices and expectations
	Appraisal Review Item
	Page #
	Adequately Discussed?
	Potential Score
	Actual Score

	A. Extraordinary Assumptions / Hypothetical Conditions (S/S 60.12)
	     

	 FORMDROPDOWN 
 …      

	1
	     

	B. Third-party reports / commentary
	
	
	0
	0

	If the appraiser received an environmental report, was it adequately discussed? (S/S 60.13)
	     
	 FORMDROPDOWN 
 …      
	1
	     

	If the appraiser received the property condition report, was it adequately discussed? (S/S 60.12f)
	     
	 FORMDROPDOWN 
 …      
	1
	     

	If there were no third-party reports, did the appraiser adequately comment on his/her observations (S/S 60.12f and 60.13)
	     
	 … 
	3
	     

	Zoning (i.e., density, parking, rebuildability) (S/S 60.12g)
	     
	 FORMDROPDOWN 
 … 
	1
	     

	Flood 
	     
	 FORMDROPDOWN 
… 
	1
	     

	Shared access agreements
	     
	 FORMDROPDOWN 
 … 
	1
	     

	Regulatory agreements (affordable housing)
	     
	 FORMDROPDOWN 
 … 
	3
	     

	Identified issues that might impact value are appropriately addressed (S/S 60.18)
	     
	      … 
	5
	     

	C. Previous history of sales
	
	
	0
	0

	There is an analysis of current sales contracts, options, contracts for deeds and listings of the property and sales of subject within past three years (S/S 60.12e)
	     
	 FORMDROPDOWN 
 … 
	2
	     

	There is an analysis of a recent sale (i.e., sales price in relation to appraised value (S/S 60.12e)
	     
	 … 
	2
	     

	D. Property taxes
	
	
	0
	0

	Appraisal discusses property tax assessment system of the local jurisdiction (S/S 60.12c)
	     
	      … 
	2
	     

	Properly discusses/analyzes any risk of reassessment (S/S 60.12c)
	     
	      … 
	3
	     

	The appraiser includes relevant tax comparables (either for assessment or tax amount) and the conclusions are bracketed by these comparables. (S/S 60.12c)
	     
	 … 
 FORMDROPDOWN 
 --      
	2
	     

	Tax abatements are adequately addressed (S/S 60.22)
	     
	      … 
	3
	     

	The tax assessment value is similar to the appraised value conclusion.  If not, an adequate explanation is provided
	     
	 … 
	2
	     

	E. Highest and Best Use
	     
	 FORMDROPDOWN 
 …      
	2
	     

	F. Cost Approach (S/S 60.14a)
	
	
	0
	0

	The Cost Approach is included, or, if excluded, an adequate explanation is provided (S/S 60.14a)
	     
	      … 
	2
	     

	The land valuation is reasonable and supported
	     
	      … 
	2
	     

	The Marshall cost classification is consistent with the property description in the Improvement Analysis section
	     
	      … 
	2
	     

	Appraisal has market support or an adequate discussion of the source of Indirect Costs (i.e., Soft Costs).
	     
	      … 
	1
	     

	The depreciation estimate is adequately supported
	     
	      … 
	2
	     

	The entrepreneurial profit estimate is adequately supported
	     
	      … 
	2
	     

	G. Cost Approach -- Conclusions
	     
	 FORMDROPDOWN 
 …      
	3
	     

	H. Sales Comparison Approach -- Comparables
	
	
	0
	0

	The sales are reasonably close to the subject.  If not, there is adequate discussion
	     
	      … 
	2
	     

	The sales are reasonably recent.  If not, there is adequate discussion
	     
	      … 
	2
	     

	I. Sales Comparison Approach -- Adjustments
	
	
	0
	0

	Adjustments in the sales grid are adequately explained and supported (S/S 60.14b)
	     
	      … 
	2
	     

	Unusually large adjustments are adequately analyzed, explained, and supported
	     
	      … 
	2
	     

	A net income multiplier analysis or adjustment is excluded (S/S 60.14b)
	     
	      … 
	3
	     

	Unusually precise adjustments (i.e., 1%, 2%, 7%, etc.) are appropriately discussed 
	     
	      … 
	2
	     

	J. Sales Comparison Approach -- Outline materials
	
	
	0
	0

	Are sales outlines complete and with adequate support? (S/S 60.14b)
	     
	      … 
	2
	     

	K.  Sales Comparison Approach -- Conclusions
	
	
	0
	0

	The indicated value from the Sales Comparison Approach is bracketed by the most similar sales
	     
	      … 
	2
	     

	There is adequate analysis to support the conclusion to the Sales Comparison Approach
	     
	 FORMDROPDOWN 
 …      
	5
	     

	L. Income Approach -- Rents
	
	
	0
	0

	The subject’s recent rents from the report’s rent roll (i.e., the past 3± months) support appraiser’s market rent for each unit type. 
If the rent roll is not usable, is the appraiser’s market rent analysis adequately supported?  

(S/S 60.14c)
	     
	      … 

	5
	     

	Rent roll used in the appraisal should be current to the date of value and in the Addenda (60.20)
	     
	      … 
	3
	     

	The subject’s commercial rents are adequately identified, analyzed, and supported by rates from competitive rental properties
	          
	 … 

	 1    
	          

	M. Income Approach -- Other assumptions
	
	
	0
	0

	The appraisal should reasonably support the estimate of:
	
	
	0
	0

	    - Vacancy (S/S 60.14c and 60.17b)
	     
	 … 
	3
	     

	 - Concessions
 (S/S 60.17c)
	     
	      … 
	1
	     

	Operating expenses should be adequately supported by the expense comparables and subject’s operating history per-unit and as a percentage of EGI (we do this analysis excluding property tax and reserves per unit) (S/S 60.14c)
	     
	      … 
 FORMDROPDOWN 

 FORMDROPDOWN 

 FORMDROPDOWN 

 FORMDROPDOWN 

 FORMDROPDOWN 

	2
	     

	Replacement reserve should be supported by the property condition report or otherwise supported by market data
	     
	      … 
	2
	     

	Management fee should be reasonable for this property type and the property size and supported by market data
	     
	      … 
	2
	     

	N. Capitalization rate – Five methods (S/S 60.14c)
	
	
	0
	0

	Capitalization rate should be supported by the appraiser’s most similar sales identified in the Sales Comparison Approach
	     
	      … 

	3
	     

	Financial assumptions of the Band of Investment calculations should be supported
	     
	      … 
	1
	     

	The equity dividend rate in the Band of Investment should make sense, is adequately explained, and adequately supported
	     
	      … 

	1
	     

	Debt Coverage Ratio model (DCR) was developed
	     
	      … 

	1
	     

	Published sources of capitalization rates should be documented (sources identified) and relevant
	     
	      … 
	1
	     

	Interviews with local market participants should be documented
	     
	      … 
	1
	     

	Is the appraiser consistent in using the same basis of calculation of the cap rate for all the sales and the subject property’s value (i.e., proforma NOI vs. T-12)?  If not, was there an adequate explanation for mixing methodologies?
	     
	      … 
	2
	     

	The capitalization rate is adequately supported
	     
	 FORMDROPDOWN 
 …      
	5
	     

	O. Income Approach – Conclusion
	
	
	0
	0

	There is adequate analysis to support the conclusion of the Income Approach
	     
	 FORMDROPDOWN 
 …      
	5
	

	P. Unstabilized properties
	
	
	0
	0

	Temporary market conditions, such as unusual vacancy, lease-up, or concessions, are adequately discussed and analyzed (S/S 60.27)
	     
	      … 
	3
	     

	These issues are appropriately reflected throughout the report
	     
	      … 
	3
	     

	If a DCF is developed, there is adequate support for the model’s inputs including income and expense assumptions, financial/yield rate assumptions, and the holding period (S/S 60.14c)
	     
	 FORMDROPDOWN 
 …      
	3
	     

	Q. Other report and documentation issues
	
	
	0
	0

	Easement discussions or statements are documented by a plat reference, title policy, or other documentation
	     
	      … 
	1
	

	Appraisal identifies the units inspected and a description of the condition of each unit (60.12b)
	     
	      … 
	1
	     

	Impact on value of ground leases is adequately addressed in each section of appraisal (60.12d)
	     
	      … 
	1
	     

	At least three years of historical income and expense statements should be added to the Addenda (60.20)
	     
	      … 
	3
	     

	A copy of the appraisal engagement letter should be in the Addenda (60.20)
	     
	      … 
	1
	     

	Appraisal methodology for the property type and/or loan program is appropriate and adequately developed 
( FORMDROPDOWN 
)
	     
	      … 
	2
	     

	Contributory value of commercial space is adequately discussed and supported (60.19)
	     
	      … 
	1
	     

	Insurable Value: The construction class in the Insurable Value section matches the Improvement Description and Cost Approach (60.25)
	     
	      … 
	1
	

	R. Miscellaneous Seller/Servicer Guide Issues
	
	
	0
	0

	Appraisal ordered by the Seller/Servicer (60.1)
	     
	      … 
	1
	     

	The appraised value should be leased fee (60.2)
	     
	      … 
	3
	     

	Disclosure of any relationship or conflicts of interest between appraiser and S/S (60.4)
	     
	      … 
	1
	     

	Certified General Appraiser in the state in which the property is located (60.4a)
	     
	      … 
	5
	     

	Use of Appraiser Trainees is as stated in the Seller/Servicer Guide (60.4b)
	     
	      … 
	1
	     

	At least one of the signing appraisers must have inspected the subject property (60.5)
	     
	      … 
	1
	     

	Adequate Seller supervision of the appraiser (60.7)
	     
	      … 
	1
	     

	Correct Reliance/Intended User Language (60.12)
	     
	      … 
	1
	     

	S. If the appraiser developed a Gross Income Multiplier analysis, is it adequately structured and is it adequately supported?
	     
	      … 
	3
	     

	T. Does the appraisal comply with the Seller/Servicer Guide (Chapter 60 – Appraisals)?
	     
	      … 
	3
	     

	U. Does the appraisal comply with USPAP? (S/S 60.12)
	     
	      … 
	3
	     

	V. Other issues - 
	
	 … 
	0
	0

	W. Other issues -      
	     
	      … 
	0
	0

	X. Other issues -      
	     
	      … 
	0
	0

	Y. Other issues - 
	
	      … 
	0
	0

	
	
	
	0
	0

	Z.  Is the final value conclusion adequately supported?
	     
	      … 
	10
	

	
	
	Score Totals
	153
	0


	Percentage “Adequately Discussed”:
	


Part 4.  Scope of Work – Post-Purchase Appraisal Reviews
1. Client: Freddie Mac Multifamily

2. Intended users:  Freddie Mac Multifamily Seller/Servicers, Freddie Mac Multifamily Underwriters, and the third-party appraisers who developed the appraisal report(s) being reviewed
3. Intended use: To provide direct feedback to the appraisal stakeholders as part of the Freddie Mac Multifamily Seller/Servicer annual audit
4. Purpose of the appraisal review: To help improve third-party appraisal report quality for Freddie Mac Multifamily underwriting.

5. Primary focus of the appraisal reviews

a. Review of appraisal components to ascertain if the appraiser has adequately supported his/her opinion of market value.  Primary areas of focus include, but not limited to:
i. Market rents vs actual rents

ii. Capitalization rate development

iii. Operating expenses

iv. Support of the Income Approach conclusion

v. Adjustments and support of the Sales Comparison Approach conclusion
vi. Support, adequacy, and/or applicability of the Cost Approach conclusion
vii. Application of the results of the other third-party reports

b. Compliance with Chapter 60 of the Freddie Mac Seller/Servicer Guide

c. Compliance with Uniform Standards of Professional Appraisal Practice (USPAP)
6. Review process

a. Select and review an adequate number of appraisals of each Seller/Servicer to achieve a reasonable sampling based on date of report, property types, and the Seller/Servicer inventory of funded loans.
b. Time for each review targeted is approximately one business day (±) 

c. Typically, this is a desk review only

d. Additional research and/or data analysis, as warranted

e. The form and function of compliance scorecard and its ratings are determined by the Director of Multifamily Appraisals

f. Reporting of results of the reviews is determined by the Freddie Mac Director of Multifamily Appraisals

Part 5.  Assumptions and Limiting Conditions
1. This review is based on information and data contained in the appraisal report unless otherwise noted but data and information from other sources may be considered.  
2. It is assumed that such data and information are factual and accurate unless otherwise noted.

3. The Reviewer reserves the right to consider any new or additional data or information that may subsequently become available.

4. Unless otherwise stated, all assumptions and limiting conditions contained in the appraisal report, which is the subject of this appraisal review, are also conditions of this review.

5. Unless otherwise stated, it is assumed that the Seller/Servicer provided all the required background information to the appraiser. 
6. Unless otherwise noted, there are no additional hypothetical conditions or extraordinary assumptions that are part of this review that have not been identified in the report being reviewed.  If there are hypothetical conditions or extraordinary assumptions in the appraisal or in this review, their use might have affected the assignment results.
Part 6.  Certification 

I / We, the undersigned reviewer(s), certify that, to the best of my (our) knowledge and belief:

1. The statements of facts contained in this report are true and correct.

2. The reported analyses, opinions, and conclusions are limited only by the reported assumptions and limiting conditions and are my / our personal, impartial, and unbiased professional analyses, opinions, and conclusions.

3. I / We have no present or prospective interest in the property that is the subject of this report and no personal interest with respect to the parties involved other than that I / We am/are employed by Freddie Mac in an appraisal review capacity.

4. I have performed no services, as an appraiser or in any other capacity, regarding the property that is the subject of the work under review within the three-year period immediately preceding acceptance of this assignment other than during the regular course of my (our) day-to-day responsibilities for my / our employer, Freddie Mac.

5. I / We have no bias with respect to the property that is the subject of the work under review or to the parties involved with this assignment.

6. My / Our engagement in this assignment was not contingent upon developing or reporting predetermined results.

7. My / Our compensation for completing this assignment is not contingent on the development or reporting of predetermined assignment results or assignment results that favors the cause of the client, the attainment of a stipulated result, or the occurrence of a subsequent event directly related to the intended use of this appraisal review.
8. My / Our analyses, opinions, and conclusions were developed and this review report was prepared in conformity with the Uniform Standards of Professional Appraisal Practice.
9. I / We have not made a personal inspection of the subject property of the work under review, unless otherwise noted in the review report.      
10. No one provided significant appraisal, appraisal review, or appraisal consulting assistance to the person signing this certification, unless noted herein.       
	
	     
	
	     
	     


	 FORMDROPDOWN 
                           
	Review Date
	
	 FORMDROPDOWN 
                              
	Review Date

	 FORMDROPDOWN 

	
	 FORMDROPDOWN 

Washington D.C. Appraiser Trainee #AT2002033

	Freddie Mac 
	
	Freddie Mac 


	Freddie Mac

Multifamily Customer Compliance Management 

Real Estate Appraisal Unit
	8100 Jones Branch Drive

McLean, Virginia 22102-3110
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