Collateral .
Underwriter

by Fannie Mae

Collateral Underwriter Overview

National Association of REALTORS®
January 23, 2015

© 2014 Fannie Mae. Trademarks of Fannie Mae. Introduction to Collateral Underwriter | January 2015



What Is Collateral Underwriter?

CU is a proprietary appraisal risk assessment application developed by Fannie Mae that performs an
automated analysis of appraisals submitted to the Uniform Collateral Data Portal® (UCDP®).

%+ The purpose of Collateral Underwriter is to identify appraisals with heightened risk of property eligibility or policy
compliance violations, overvaluation, and appraisal quality issues.

** CU leverages an extensive database of property records, market data, and proprietary analytical models to
analyze key components of the appraisal.

+» Results of CU’s automated appraisal analysis include the following:
* A comprehensive Risk Score on a scale of 1.0 (lowest risk) to 5.0 (highest risk)

* Risk Flags to identify factors contributing to high risk scores

* Detailed messaging to highlight specific aspects of the appraisal that may warrant further attention

+* CU results will be returned through UCDP just like our Proprietary Messages today with no registration or additional
integration required. A dynamic web interface will also be available to registered lenders.

+* Fannie Mae utilizes CU as part of our ongoing appraisal quality and collateral risk management efforts.

External distribution of CU is intended to support more proactive management of appraisal quality by

empowering lenders to address potential issues prior to loan delivery.
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Value & Benefits

CU provides lenders with additional transparency and certainty by providing them access to the same
appraisal data and analytics used in Fannie Mae’s quality control framework.

s QUALITY: Appraisal feedback at point of appraisal submission allows lenders to proactively address potential
valuation issues and improve overall manufacturing quality of loans delivered to Fannie Mae.

+» EFFICIENCY: Segmenting appraisals by risk profile facilitates more efficient resource allocation and workflow
management. At a transaction level, CU content may also prevent unnecessary correction requests to the appraiser.

+* ROBUST DATA & MODEL-DRIVEN RESULTS: UAD data collected through UCDP provides nationwide coverage,
standardized formatting, and up-to-date sales activity. Rather than rely on arbitrary guidelines, Collateral
Underwriter produces market-specific, model-driven results.

+» DYNAMIC FUNCTIONALITY: CU’s user interface includes comparable sales data, market trends, mapping, aerial
photography, public records, and other functionality to assist with manual review of the appraisal..

Fannie Mae will make Collateral Underwriter available at no charge so lenders can take full advantage

of the utility for a variety of quality control and risk management purposes.
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Key Appraisal Quality Components

In addition to Property Eligibility and Policy Compliance, CU analyzes key appraisal components
including data integrity, comparable selection, adjustments, and reconciliation.

RECONCILIATION ¢ Are the most relevant comps given most weight in reconciliation?

s Are adjustments based on typical market reaction?

ADJUSTMENTS

% Are the selected comps representative of the subject property?

COMP SELECTION

X3

*

Are physical attributes and transaction terms accurately reported?

DATA INTEGRITY

CU is intended to assist lenders in assessing property eligibility and appraisal quality. It does not

provide approvals or denials, nor should it be used as the basis for a credit decision
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Considerations for Lenders

R/
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CU is intended to supplement — not substitute for — lenders’ appraisal review processes. Human due
diligence is still necessary to determine appropriate course of action with your appraisal.

It is recommended that lenders perform appropriate due diligence on appraisals with high risk scores and/or risk
flags, but CU results do not impact the UCDP submission status nor do they preclude loan delivery to Fannie Mae.

CU is effectively predictive of appraisal defects, but there are false positives. Well-informed human judgment should
take precedent over automated results. CU is simply a tool to assist with your existing quality control processes.

Lenders may use the CU results to inform conversations with their appraisers but should not make demands or
provide instructions to the appraiser based solely on this automated feedback.

Understand the limitations of automated analysis and be aware of potential property or neighborhood nuances.
Carefully review the appraisal report before seeking additional clarification from the appraiser based on CU findings.

Lenders do not need to have the appraiser address all 20 comps nor is the appraiser required to use only those ranked
highest by CU. Note that comps with different rankings may not be all that different nor lead to different conclusions.

High Risk Scores do not necessarily indicate potential over-valuation. They may also identify cases with potential
under-valuation or cases where credibility of the report may otherwise be in question.

Lenders may use CU to make fewer — but more informed — requests for clarification from their

appraisers. As a result, they should not expect a significant spike in correction requests.
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USER INTERFACE PREVIEW
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Appraisal Page

The main appraisal page includes a comparable sales map, messaging center, details for the appraiser-
provided comparables, and links to additional information and functionality.
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Datappraisal

The “Datappraisal” displays the results of CU’s comparable selection model. Appraiser-provided
comparables are ranked along up to 20 model-selected sales in the subject market.
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Configurable Comp Searches

Users can perform comparable searches by defining specific parameters for geographic boundaries,
time frames, and physical characteristics.
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Messages

The Message center includes the Collateral Underwriter score, flags and messages in addition to
UAD/UCDP edits and remaining Fannie Mae Proprietary Messages.

.
CU Risk Score
and Flags -
Messages Property Records Comments
‘\‘ | | The Collateral Underwriter Risk Score is 5 on a scale of 1 to 5 where 5 indicates highest potential collateral risk.

| | There is a heightened risk of appraisal quality issues. Detailed data integrity,
| | There is a heightened risk of overvaluation, comp selection,

o | 4 There is 1 adjustment message for this appraisal. adjustment, and

| | 614 - [Comp 1] The condition adjustment is smaller than peer and model adjustments. reconciliation messages

| | 797 - The appraiser-provided comparables are materially different than the model-selected comparables.

o | 4 There are 5 data discrepancy messages for this appraisal. /
| ] 404 - [Comp 2] The appraiser's reported GLA is different than the GLA reported by other appraisers.
| | 421 - [Comp 3] The appraiser has reported a materially different guality in one or more appraisal reports.

& | 4 There is 1 comparable selection message for this appraisal. )

| | 423 - [Comp 3] The appraiser has reported a materially different condition in one or more appraisal reports.
o | 4 There is 1 reconciliation message on this appraisal,

| | 505 - The appraised value is above the range of unadjusted comparable sale prices provided by the appraiser.
[# | J There is 1 Fannie Mae Proprietary Message for this appraisal,
@ | 4 There is 1 UCDP Basic Edit Chedk for this appraisal.
[# | 4 There are 3 UAD Compliance Edits for this appraisal. \

\.— UAD/UCDP Edits and FNM

Proprietary Messages
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Aerial and Street-view Photography

Users can easily access aerial and street-view photography from the appraisal page with a simple
point-and-click of the subject or any comparable on Collateral Underwriter’s property map.
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Local Market Trends

Collateral Underwriter’s Market Trend and Heat Map functionality provides users detailed insight into
local market trends.
9
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Fannie Mae encourages anyone — lenders, AMCs, appraisers, and Realtors® - with
questions about CU to take advantage of our online resources including the Fact
Sheet, FAQs, Checkpoint Implementation Tips, and eLearning Courses.

WWW.FANNIEMAE.COM/SINGLEFAMILY/COLLATERAL-UNDERWRITER
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