1004MC Market Conditions Addendum to the Appraisal Report
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Customizing the Search (Input) Screen Nancyt.townsend@gmail.com
Click on the “Customize Search” button.
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Below is the pop-up screen in Paragon; you can add anything on the left side of the
screen and move it to the right side to your primary criteria.
The fields can be positioned on the screen by using the “Move Up” or “Move Down”
arrows. You can also take fields from the secondary criteria, move them to the left table
and then move them back to the Primary Criteria section.
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Now that the address appears on your primary search screen; save it. You can save the
modified search screen under the same name, a different name, and if you wish, you can
make this screen your default screen.
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Using the Polygon Function to Define your Neighborhood

There are different methods in Paragon to define the geographical neighborhood you
define for the subject property. One of the most useful ways is using the Polygon
Function.

Click on “Mapping Click Here to Launch Map” on your Search Screen. The easiest way
to use this method is if you add this option to your primary screen when you customize
your Search Screen.

Here’s how to use the Polygon feature:

On the mapping screen

Step 1: Enter your subject’s address

Step 2: Click on “Get New Address”. The map will center itself around the address.
Step 3: Click on Polygon

Step 4: Draw the Polygon using the right button on your mouse. When the polygon is
complete move your mouse over to “Finish Polygon™.

Step 5: Click on “Add to Criteria”

Now your subject’s neighborhood boundaries have been added to your Search Criteria
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Customizing the Report Screen

Do any search and then Click on “Customize” when the Report Screen Appears.
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On the Pop-Up Screen below you can choose what fields (headings) you want to appear
on the Report Screen.

For the required information on the 1004MC you will need to add three fields.

Select “Group” and click on the down arrow until you get “Features”.

Click on Disclosures REO/Bank - Code H20 to get the REO’s and Disclosures Short
Pay - Code H23 to get the Short Sales. Now click on Add>. These fields will be moved
to the right side on the screen and you can place them where you want to by clicking on
Move Up or Move Down arrows.

The one other field you will want for the 1004 MC addenda is Sales Concessions which
you will find under Group “Listing” Code 126. Add it to the right side of the screen.
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You have now added REO/Bank Owned, Short Pay Transactions/Short Sale, and
Sales Concessions/Credit to your Report Form.
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Completing the Market Conditions Addendum
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The most efficient way we have found to complete the form using Paragon MLS data is
to work down the first column (prior 7-12 months) and then work on column 2 ( Prior 4 —
6 months) and then column 3 (Current — 3 months).

Starting with Column 1, the first box, Total # of Comparable Sales (Settled) .

Go to Paragon’s Search Screen . (See Below)

Fill in the following:

Status: Sold

Area: 1704 (North and East Richmond) (or define the neighborhood using the mapping
feature)

Building Type: DE

Closing Date: 2/17/2008 through 8/17/2008 (Prior 7-12 months)

Depending on your neighborhood you may want to specify other fields such as the size
range, number of bedrooms or a price range.

Click on Count. There are 92 sales. It is not necessary to “Count”. You can
immediately click on “Search”.
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Recognize the category title is Total # of Comparable Sales. In other words, it is not the
entire data set of sales in the defined neighborhood, but those sales specific and
competitive with the subject property. This data analysis should also correlate with
the answer at the top of the URAR form, Page two:

Uniform Residential Appraisal Report Filer 09030027
There ars comparable properties curmently offered for sale in the subject neighborhood ranging in price from § o 3§
There ars comparable sales in the subject neighborhood within the past twelve months ranging in sale price fom § o F
,,,,,,,, R T e - e e - e e -

. The Report Screen should show the number of Comparable Sales, (Listing Count), the
Median Comparable Sale Price and the Median Comparable Sales Days on Market (again
emphasizing the data must be only properties specific and competitive with the subject
property, not All Sales. Don’t forget to click “Get all” to get all the results from your
comparable data search



Paragon can not give you any information on active listings in the past, only the active
listing in the present therefore you wouldn’t be able to complete Total # of Comparable
Active Listings, Months of Housing Supply, Median Comparable List Price, or Median
Comparable Listing Days on Market. Typically with Paragon, the only time you will
definitively have this data (today) for Column 3: “Current to 3 Months”. The
information given for Comparable List Price in the following screen table is for the actual
listings that sold at that time, not for the total Comparable Active Listings that existed at
that time.
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Complete what you can of Column 1 of the Market Conditions Addendum

Total # of Comparable Sales (Settled): 92

Absorption Rate (Total Sales/Months): 161/6 =15

Median Comparable Sale Price: 239,000

Median Comparable Sales Days on Market: 29

Median Sale Price as % of List Price: 239,000/239,450 x 100 =99.8%
The boxes that are in gray can be ignored.



Now we are going to collect data that is required further down on the form. Look at the
“Sale Concession/Credit” Column on the report.

Right click twice on the heading for the Sales Concession Column and all files with sales
concessions will sort out and appear at the top. Some will say “None” or other comments
Count the number of pertinent comments . Assume we had 44 sales with pertinent
concessions

Since this six month period is twice as long as the other two three month periods divide
the number of sales and concessions in the 7 — 12 month period by 2.

92/2= 41 sales, 44/2 =22 concessions

Count the REO’s and for Short Pay Transactions in the same manner that you did the
Sales Concessions. One way to keep track of this information for each time period is to
make a table like the following.

1004 MC Suggested Worksheet

(7-12)/2* 4-6  3-0  Actives Pendings
Total Sales 43
Sales Concessions 22
REO’s 18
Short Sales 2

* Divide all counts in the 7-12 month time period by 2 so that the time periods are
consistant
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Now repeat the searches for Columns 2 (Prior 4-6 months) and for Column 3 (current to
3 months).



You will be able to complete the entire Column 3 (Current to 3 months) because Paragon
has the current Active Listings. This requires another search for Active Listing

Completing the Active Listing Data for Column 3

Run the Active Listings search separately, You cannot include the Sold (Sales) or you
will get inaccurate data based on the sold data instead of active listing data. Do not
include pending sales. See below

Run Search Screen Status: Active (ACTV,BOMK,AC,NEW,PCH) , using the same
market data you used for the previous searches.

‘MLS Documents B Compose E-mail @ Help @ Log Dut

Pa%gon% emlalnlala]

| Home || Search || Listings | CMA || Contacks |

FProperty Search - RESIDENTTAL
I

-]

| Primary Criteria Dpen All | Close |
Status [ACTV,BOMK,AC,NEW,PCH - [ Geen | [ & cout
Area 1704 Sy | LERED Available Reports |
: o |L¢
Price Low D%' High Ly Default MLS Defined Sprez % M
Building Type |DE [ cpen Top 5 Favorite Views
Default MLS Defined Spreadsheet

Closing Date Eeglni B Adiveli stings All Fields Detail

Bed Mi Virtual Earth

N ] Only , not Sold =
xce
Baths Min
et EBRD Agent w/CDOM
SaFtAnx M L i—
2 Criteria Summary
‘Year Built M|n|:| Maxl:l Clear Criteria
Mapping Click Here to Launch Map ¥ Building T e
uilding Type
MLS Numberl | ¢ Status ACTV,BOMK,AC,NEW,PC
Stries | | oeer | z
- = W Area 1704

| Secondary Criteria Open All | Open |

Advanced Criteria Open all | Open |

®

It is possible to complete the entire “Current — 3 months” column

Total # of Comparable Sales: 66

Absorption Rate:  66/3months =  22/month

Total # of Comparable Active Listings: 69 (table above)

Months of Housing Supply: (Total Listings/Abs Rate) 66/22 =3.1
Median Comparable Sale Price: $177,300

Median Comparable Sales Days on Market: 19

Median Comparable List Price: 175,000

Median Comparable Listing Days on Market: 38

**Median Sale Price as % of List Price 170,000/177,3000 x 100 = 96%
** The List Price is the list price of the sales for the last 3 months, not the list price of
the active listings.
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Complete the “Overall Trend” of the Market Conditions Addenda.

When completing the Overall Trend part of the addenda and the Prior 7-12 month trend is
not consistent with the trend for the other two time periods, I will give more
consideration to the more recent Prior 4-6 months with the Current — 3 months periods.

Note that you will not be able to complete the Overall Trend for :
1. Total # of Comparable Active Listings
2. Months of House Supply
3. Median Comparable List Price
4. Median Comparable Listings Days on Market

Completing the Seller Concessions Trends Section
Seller — (developer, builder, etc) paid financial assistance prevalent. Yes

Consult the information you kept the worksheet when you counted the Concessions,
REQ’s and Short Sales and note the trend.

“Explain in detail the seller concessions trends for the last 12 months. (e.g. seller
contributions increased from 3% to 5%. Increasing use of buydowns, closing costs,
condo fees, options, etc.

In the past 12 months more than 30% of the sales were reported to have seller
concessions. Typical concessions are 3% or less towards the buyer’s closing costs. The
trend in concessions remained relatively constant throughout the year.

Foreclosure Sale Section:
Are foreclosure sales (REO sales) a factor in the market? If “Yes”, explain the trends in
listings and sales of foreclosed properties.

Look again at the worksheet where you counted the number of REO’s and Short Sales
for each time period. Look for trends. You can include them in this section.

Of the 254 sales in the past 12 months, 186 were REO’s (73%) and 17 were Short sales
(7%) and 51 were arm’s-length transactions (20%). Distressed sales dominate the
current market in this area. The trend in distressed sales increased during the year.

The majority of the comparable active listings (over 80%) are bank owned or advertising

short sale status. See further analysis of pending sales and current trend in the next
section of the 1004 MC form.
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Data Sources Section
Cite data sources for above information: Multiple Listing Service — Paragon 4.

Summary Section

“Summarize the above information as support for your conclusions in the Neighborhood
section of the appraisal report form. If you used any additional information, such as an
analysis of pending sales and/or expired and withdrawn listings, to formulate your
conclusions, provide both an explanation and support for your conclusions.”

The market has declined significantly in the last 12 months. There has been a 27% drop
in the median comparable sales price from the prior 7-12 months to the last 3 months. Of
the 254 sales in the past 12 months, 186 of them were REO’s and 17 were short sales and
76 had buyer concessions.

Or a more detailed version could be:

The competitive market for the subject property has declined significantly over the past
12 months. There has been a 27% drop in the median comparable sales price from the
prior 7-12 months to the last 3 months ($475,000 to $346,750). Of the 254 comparable
sales in the past 12 months, 186 were REO’s, and 17 were short sales; while 76 had seller
concessions such as paying for closing costs, improvements to the property, inspections,
etc. Current Median Sale as a % of Sale Price is 88%, up from the prior period (85%) but
still continue to identifying that sellers are unrealistic about list prices. The median
comparable pending sale price is currently below the median sale price by 8%. Properties
comparable to the subject are listing 3% below the median sale price in the current to 3
month period. Overall property values are declining, there is a dramatic oversupply of
housing for sale, and marketing times are running over 6 months.

Condominium Section

The Condominium Section can be done in as similar fashion as the above section. Both
the top and the bottom are to be filled out. The top section is for all condo projects in the
neighborhood assuming that all the condos in the neighborhood compete with the subject
condo. The lower part of the form is project specific and only pertains to the subject
project.

Peter and Nancy Townsend
Townsend Appraisals
Peterg.townsend@gmail.com
Nancyt.townsend@gmail.com

March 18, 2009
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