FILE REF: VAL-001 // STATUS: VERIFIED MARKET DATA

Mastering the Appraisal Process

The Real Estate Agent’s Playbook for Controlling the
Transaction, Decoding the Report, and Saving Deals
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The Appraisal is Not "The Lender's Problem"”

The Average Agent

Mindset: Views appraisals as

an opaque administrative
hurdle.

Approach: Waits passively
for the final value.

Outcome: Blown deals,
panicked clients, and lost
commissions when gaps
occur.

The Trusted Professional

' Qutcome: Structures smarter |

Mindset: Views appraisals
as a strategic lever and
predictable equation.

Approach: Understands

appraiser psychology,

underwriter rules, and
market metrics.

offers, educates clients

upfront, reduces surprises, |
and calmly problem-solves.

=

| rﬁppraisal knowledge is the dividing line between
and successful deal-makers in competitive

— e,

average agents
markets.
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[Historical [Market [Contract [Condition —— [Supported
Comps] Psychology] Context] Red Flags] t Market Value]

Verifiable market . Absorption rates, Seller credits, _ FHA/VA safety The final, data-backed | |
data and recent i inventory trends, concessions, and i hazards, deferred ' conclusion (not a :

similar sales. and supply/demand. atypical terms. maintenance. target number, but a
i \ ai o0 \ L supported one). | \

Key Insight: Appraisers are not trying to ‘hit value.' They are required

by Fannie Mae and Freddie Mac to support value with evidence.




Agent Myths vs. Appraiser Reality

. The Delusion

Online Estimates

“But Zillow says the house i1s worth
more.” (Automated algorithms).

Renovation ROI

“We spent $80,000 on upgrades, so the
value went up $80,000."
(Dollar-for-dollar expectation).

Contract Price

The signed purchase contract dictates
the final value.

The Verifiable Reality

Fannie Mae and Freddie Mac require /
adjustments supported by verified
comparable analysis and strict
methodology. Zillow 1s not a rebuttal

Value is based on market reaction,
buyer demand, and neighborhood norms.
Many upgrades are over-improvements.

While reviewed, the contract does not
control value. Appraisers heavily
scrutinize large concessions, unusual
terms, and market exposure.
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The Comps Hierarchy: Why the Highest Comp Isn’t the Best Comp

B Tocetitios +
Ring 1: Similarity
| The strongest anchor. Must match in size (GLA),
condition, features, and utility. |
_ =
' Ring 2: Proximity
| Distance matters. Must be from the same
competing market area or strict neighborhood
. boundaries.
g

" Ring 3: Recency

In fast-moving markets, sale dates matter
immensely. Sales prices often move faster than
closed comps, creating appraisal gaps.

N R

Strategic Action: Discuss potential appraisal gaps and down-payment ri

flexibility with buyers *beforex writing offers in appreciating markets.




The Invisible Drivers: Physical

Condition & Market Psychology

Condition & Risk

FHA & VA Focus: Safety, Security, Soundness

_I_

-
' /AN = | Red Flags that Kill Deals:
0 A= | peeling paint, roof

AN ="| jssues, exposed wiring,

g % — | missing handrails, water
o gl damage. &

Impact: Delays closing, triggers

repair requirements, limits
financing eligibility.

| —————- A _I_

Market Dashboard

Market Psychology

Reading the Data Trends

Demand

Supply

Metrics Appraisers Track: 4\
Declining/appreciating markets, inventory
trends, days on market (DOM), absorption
rates. &4

—

Impact: Dictates how aggressively
appraisers adjust for time or weigh

recent pending sales.
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The Anatomy of the Report: A Visual Map

Quadrant 1 Quadrant 2 ki

Subject Data The Math
1. Subject Property Information =z .

I (GLA, lot, basements) E;;;EF 2. Comparable Sales Selection
GH 4. Condition (C'] -C6) & @ - : EEE%' 7. AdeStl’l’lEﬂtS Section |_) ; i 2]
— Quality (Q1-Q6) Ratings & 9 @3 3|3 gJ

ke i

) Quadrant 3 Quadrant 4 |

Market Context

5. Market Conditions
Addendum

6. Neighborhood Section

8. Comments & Addendums
9, Photos

18. Repair Requirements /
Subject-To Conditions

7. Reconciliation of Value :Ejj |
;:‘I

<~




Deep Dive: Anchoring Value

in Subject Data

Gross Living Area (GLA):
Check for inaccurate square
footage or missing additions.

Subject
Subject Porsm Name: Date:
First Name: Last Name:
Address:
Resident Intanval Code: Tiaric Number:
Company Name: Local name:
Conject Name: State llote-
Gross Living Area (GLA): footage ross Living Area (GLA)

Procession Fignaure;

Total Apppicxont Adjecsant ub/riature:

Improvements

Basement & Finished
Basement & Finished

[ Conanbat a

Basementsh/a smitin

e "

Basement Finish: Often
miscalculated or improperly

“—

[0 Permetyna Finished! -
[0 Fora-ingvating

(1 Deared Quality

weighted against above-grade GLA.

[ Deared ismal exisbitance

- -

Room Counts: Ensure accurate

bedroom/bathroom tallies.

Condition: [ C2 (Baskalve coatangon.oll eerfoors) R

0 Ewvmar [ Deared wovenic soaling” LA
O Colorsn (] Tanacolte

[0 Dmors

Condition:iecllines: [1Red [1Falit []Found [1]Other

Room Count: Bedrooms Baths

Room Size: Baths Bathrooments Baths
Condition Ressuniancs:

Condition Resloans:

Accurate Site: [ Backlocking L] Baths L] Other

Basement & Finished Improvements:

Basement & Finished Apaymancs:

Condition: [J C1 [0 Bedrooms [ Bath Quality: [ C4 Total Doxt:
Condition: [ C1 Waltroom: Llaarwwallert:

Ratings: Note the Condition
(C1-C6) and Quality (Q1-Q6)
assignments. A C4 vs C3 rating

Condition: [ C3 <4
Condition: [ C4 (inctiranirls)

Quality: [1 G5  (Ruil cailterriarat compn/boette:n (stementhaarametions and conditions)

drastically alters which comps
the appraiser can pull.

Why it matters:

Even small errors in
this section force
the appraiser to
select incorrect
comps,
compounding the
error throughout
the report.
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Diagnostic Dossier
Deep Dive: The Math Behind the Adjustments
_+_

Sales Comparison Approach

‘Subject Comp 1 Comp 2 Comp 3 |

Address / Location 123 Main St. | 123 Main St. | 123 Main St. |

\Data Source(s) MLS #1234 MLS #1234 MLS #1234

Sale Price (§) K e TN 450,000

PI"ll‘.EfE Ft. ($) 250.00 258.00 250.00 i . a

'sale na?:e / Time Adj. 10/23 / +$5,000 | 18/23 / +$5,000 | 10/23 / +85,000 | Distance/Proximity: Are the
Location/Proximity (Miles) | 6.5 / -$10,060 | 0.5 / -§18,080 u 5 / s18,000 T > selected comps truly in the
Site Size (Acres) | 8.25 /482,560 | 0.25 / +$2,500 | 0.25 / +§2,500 | same competing market?

View Residential Residential Hesidential

_Design (Style) Ranch - Ranch - Ranch |

;Q_Lmlitf of Construction i l].':‘:.__ __ - l'.!3 . _ 03 . .

Actual Age 28 | 20 26 | Square Footage / Lot Size:
Condition S G3 I = | a Look for unusually large or
Abwe Grade GLA (Sq. . Ft. i 1,800 / +$7,500 | 1,808 / +$7,500 | 1,800 / +$7,500 > inconsistent adjustment
Ruumsfﬂedfﬂath 7/3/2.5 / +§2,000 ?J’.’LI"E 5/ +52 000 7/3/2.5 [ +%2,000 .

'Basement & Finished {E] Full/se% / +$5,ﬂﬂ[l Full,ﬂ'ﬁﬂﬂ / +$5 00 | Fu'l_l,l"ElH J +5§5,000 ' ratios between LIRS
,Fum:tmrlal Utility Standard . Standard | Standard |

Heating/Cooling FNA/AC FWA/AC FNA/AC

Energy Efficient Items None ~ None None | Features (Garages, Pools,
(Garage/Carport 2-Car Att / +54,000 E Car Att / +54,000 ' 2-Car Att / +$4,000 Baths): Are there
IF'{]rEhJIFPEI'tiﬂ,I'rDEﬂk Patio Patio Patio —, unEuppDrted adjuatments or
IFiri‘pr;aces 1/ +%1,000 1/ +%1,000 1/ +%$1,000 missing adjustments for
Pool/Spa None None None

Other Amenities None - None None known upgrades?

Net Adjustment (Total) +$17,000 +$17,000 +317,000

. | ;+_

Diagnostic Checklist

Were better, more recent
comps avallable?

Did the appraiser miss
relevant sales?

Are the adjustments
consistent across all
columns?

Takeaway: Bad or inconsistent adjustments found here form the strongest basis for a successful Reconsideration of Value (ROV).
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Deep Dive: Reading the Market Conditions Addendum

The Mindset The Gauges & Red Flags to Watch

1004MC Market Conditions Addendum R

Fosney Wpvwwioisns 2024

TNRAMC Markal Condiians Addendum Fomn a5 high heed o debeaniasly stunaden
SO ETEO wiel fvwe & 1 aissoom, Tie Risdize Br fo o0 aachield s eka
cunihnan is the antooral emdialnons Addendom. Tha apoihaonn Barursnss i
graanh, Sorapealng, coabamn-sal-mise e wd 1o any e joratey, schosh i
aalonnaamais of th Mo aibocn e rasie bin cabaandyl-Sanel asan

MARKET CONDITIONS .

Market irends {"'\\ L] increasing -rfrs'-ib'ﬁ' LD"W"“E )

. Market irends, alibciming - I

. Market trends, anfincreasing sowply ‘.\__,/} E Increasing [] Stable [ Deciinig J
4. Mobese snd barila sppreisass wih sent of the ‘T.-.-.ng appnal;a a7 owersupply

Values
| Check the box for Watch for notes on
3, Agrerzent or digdiolel comilcs of csitont condileiassmiHcOraT I0S8/E CANOREUSE, IFE S ANOAIER . "Deﬂlining"_ Sﬂ.ftening “I"{:IEasiﬂg Cﬂ"ﬂEESiDﬂEH
values trigger intense or oversupply.

This section is hugely important and often
ignored. It explains the appraiser’s macro
view of the market, which colors their entire
valuation mindset.

underwriter scrutiny.

Neighborhood Boundaries: Ensure the > ~/
appraiser hasn’'t improperly mixed school Marketing Time
zones, commercial borders, or newer

developments that skew local demand data.

Rapidly changing Days
on Market (DOM) or
absorption rates.
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Deep Dive: The Hidden Traps in Narrative and Photos

The Narrative (Reconciliation &
Addendums) :

Many realtors skip this. Huge
mistake.

L | : Fﬂ 3 5
g ;

. ':r' - ;E- 1 I * . . .
o e, This 1s where appraisers explain
Issues _m whyx certain comps carried more
weight and outline specific

valuation limitations.

Photo 1: External
Influences

Photo 3: Comparable

The Photos:

Photos often tell a different story than seller Look for hlf;’d?"_l?”deF conditions,
expectations. property eligibility issues, or
atypical market commentary.

Review for: Deferred maintenance, glaring
condition differences vs. comps, external
neighborhood influences (e.g., traffic,
commercial sites), and true renovation quality.

T———— T
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The Appraised Value is NOT the Finish Line

The value can come In perfectly at contract price, but the loan can still falil.

Deal-Killer Checklist

Repair Requirements: Unmet “Subject-To"
conditions, safety hazards, or incomplete
construction.

FHA/VA Certifications: Required health/safety
inspections or pest certifications.

Declining Market Notes: Underwriters may cut
o) loan-to-value limits if the appraiser notes a
declining macro market.

Property Eligibility: Unusual zoning, non-
> permitted ADUs, or accessory structures flagged in
the addendums.

Takeaway: The final number doesn’t dictate
a smooth close; the conditions do.

&y NotebooklLM



Proactive Strategy: The Appraisal Packet

Help provide relevant market context upfront without pressuring the appraiser.

APPRAISAL PACKET

The Rule: You are providing
data, not dictating value.
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Reactive Strategy: Reconsideration of Value (ROV) Matrix T

An ROV is not saying “We disagree.” It is proving a methodological error.

Weak ROV Arguments (The Emotional Trap)

The buyers love the house Missing Relevant Comp: A
and will pay it. valid, closer, or more recent
comp was ignored.

Zillow says it's worth more. Incorrect Subject Data: Wrong

. square footage (GLA) or room

| count.
The seller needs this value &

to move. -
Methodology Error: Inaccurate,
inconsistent, or unsupported
| adjustments in the grid.
Geographic Error: Competing in !
the wrong market area.
LM RE

%_
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Synthesis: The Trusted Advisor’'s Edge

Step 3: Analyze &

Problem-Solve

Read the full report (not just
the number), spot adjustment
inconsistencies, and

Step 2: Structure & challenge reports intelligently
Prepare based on facts.

s Write smarter offers with
Step 1: Anticipate & appraisal gap coverage and
Educate #l present a professional
Discuss gaps, market =l Appraisal Packet.
psychology, and ROV reality

*before™ writing the offer.

Appraisal problems are not rare in today’'s market.
The professionals who decode the data save the deals.
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