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Why are non-lender appraisals
needed? Mostly death, divorce,

and taxes. 
For residential appraisers, most

non-lender work comes from
estate/trust and divorce work. After
you have some experience, you can
get litigation such as construction
defects or defects that were not dis-
closed before close of escrow, which
pays well.

This article focuses on getting
started by doing divorce appraisals.  

Court testimony is relatively rare
for estate/trust work and other types
of non-lender work, but is much
more common for divorce appraisals.
If you don't want to ever testify in
court, don't do divorce appraisals. 

If you want a long term career in
residential appraising, and not totally
dependent on very cyclical lender
work, divorce appraising is a good
option that pays well. 

Divorce vs. lender appraisals
Although they are both appraisals,

using the same appraisal procedures,
the scope of work is typically differ-
ent. 

You will be calling on all the sales
and listings, will take as much time
at the property as you can, ask ques-

tions, and may have a copy of other
appraisals that have been done. 

The most significant difference, of
course, is possible court testimony. 

Effective date of the appraisal
Be sure to ask about the effective

date of the appraisal. It can be the
day you inspect, the day of separa-
tion, or another date.

If the date is in the past you will
need information on changes (if any)
to the home such as plumbing, paint,
etc. Try to get copies of checks, bids,
etc. Be sure to go over any changes
while doing the inspection. 

Emotions are high
Everything is personal with a

divorce, including the family home. 
Be polite and professional. I con-

sider myself as an "appraiser-listen-
er". I spend time listening to com-
plaints about the other spouse or

whatever they want to talk about.
The time is built into my fee.  

Inspecting the house
Find out who will be present -

wife, husband, which attorneys, etc.
Never inspect by yourself. 
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Newsletter Attachments
- AQB and ASB request comments
on USPAP and USPAP Education -
due by February 25, 2008
- Fannie Mae Maximum Financing
in Declining Markets (12/05/07)
Note: The original format of both
attachments have been reformatted to
make the file sizes smaller. 

Appraiser News
Almost all the news is being sent

out on my weekly email newsletters.
If you're not getting them, sign up at
www.appraisaltoday.com. 



NOTE ON FORMAT: To keep the file size small, only the text of the announcement is included.

Ann. 07-22: Maximum Financing in Declining Markets (12/05/07)

Amends these Guides: Selling

Introduction

Current home price trends indicate that home values continue to decline in many markets across
the country. As a result, and based on our continued monitoring of loan performance, Fannie
Mae is reinstating a policy to restrict the maximum loan-to-value (LTV) ratio and combined
loan-to-value (CLTV) ratio for properties located within a declining market to five percentage
points less than the maximum permitted for the selected mortgage product.

The reinstatement of the maximum financing policy and the other changes outlined in this
Announcement are necessary in light of current market conditions. These policies are effective
for all loans delivered with application dates on or after January 15, 2008.

This Announcement:
• Establishes restrictions on the maximum financing for properties located in declining
markets;
• Encourages lenders to employ additional tools and processes to validate housing trends;
and
• Establishes criteria for exceptions to the maximum financing policy.

Restrictions on the Maximum Financing for Properties Located in Declining Markets

Selling Guide Part VII, Chapter 1, Section 103.02, Limited Cash-Out Refinance Transactions;
Section 104.09, Maximum Loan-to-Value Ratios; Section 114.03, Mortgage Terms; and Exhibits
1 and 2.

When a property is located in an area identified as declining, Fannie Mae will now require the
lender to offer financing at LTV and CLTV ratios that are five percentage points below the
maximum ratios allowed for the selected mortgage product. For example, when the highest LTV
allowed for a particular mortgage product is 100 percent, maximum financing would be 95
percent if the subject property is located in an area identified as declining. (When the mortgage
is subject to subordinate financing, the CLTV ratio for all outstanding mortgages is used for this
purpose).

Determination of Housing Trends

Fannie Mae strongly encourages lenders to use supplemental sources and tools to independently
assess current housing trends, unless the appraisal indicates that the subject property is located
within a declining market. When the appraisal notes that the subject property is in a declining
market, the maximum financing policy must be applied. When the appraisal does not indicate
that the subject property is locaed within a declining market, Fannie Mae strongly urges lenders



to implement processes and apply supplemental sources and tools to validate current housing
trends and not rely solely on the information reflected in the appraisal. There are several services
available that can be used by lenders and appraisers to assess current housing trends, including:
• S&P/Case-Shiller® Home Price Indices. These indices rely on purchase price and related
information obtained from county assessor and recorder offices.
• Office of Federal Housing Enterprise Oversight (OFHEO) Index. For indications of market
decline, lenders should use the index based on purchase loan data. Purchase-only indexes at the
state level can be found at www.ofheo.gov/download.asp.
• National Association of REALTORS® (NAR) statistics on changes in median prices.
NAR releases statistics on state-by-state existing-home sales and metropolitan area median home
prices each quarter.

In addition, there are several other entities that provide reports that track current home prices on
a subscription/fee basis and may be used at the lender’s discretion.

Mortgage Loans Underwritten through Desktop Underwriter® (DU®). As stated in
Announcement 07-11, Collateral Valuation in Declining Markets, DU will generate a message
on loan casefiles when it appears that the property is located in an area of declining home prices,
or in an area in which it may be difficult to assess home values. In these instances, DU provides
the following message to lenders:

The subject property has been identified as being located in either an area of declining home
prices or in an area where it may be difficult to assess home values. The lender should carefully
review the appraisal to ensure that the appraiser has appropriately analyzed property value trends
and overall market conditions to arrive at the value provided. The lender should request
additional support from the appraiser if it determines that the appraisal does not accurately
reflect current market conditions (e.g. the declining property values field is not checked when
market conditions suggest otherwise.) Please refer to our Property and Appraisal Guidelines in
Part XI of the Selling Guide.

When the lender receives this message, the LTV for the mortgage loan must generally be
adjusted to five percentage points below the maximum for the specific mortgage product.

However, if the lender receives the message from DU but has evidence that the property is not
located in a declining market, the lender may offer maximum financing. Should the lender
choose to offer maximum financing, the lender must be able to provide documentation that
supports its assessment that the property is not located in a declining market.

If the lender has reduced the LTV of the mortgage loan, the lender is advised to resubmit the DU
casefile with the new LTV.

All Other Mortgage Loans. Lenders who deliver loans that were manually underwritten or
underwritten through another automated underwriting system must take appropriate steps to
independently assess housing trends to determine if the appraisal accurately reflects current
market conditions and value. When the appraisal does not indicate that the property is in a
declining market, we strongly encourage the lender to implement processes to verify market



conditions; such processes must include consulting supplemental sources and tools such as those
mentioned above, and requesting additional support from the appraiser. For properties that either
the lender determines to be in a declining market or the appraisal indicates a declining market,
the LTV for the mortgage loan must be adjusted to five percentage points below the maximum
LTV for the specific mortgage product.

Exceptions to the Maximum Financing Policy

The application of the maximum financing in a declining market policy will not apply when the
borrower has an existing Fannie Mae-owned or securitized first mortgage and is requesting a
new limited cash-out refinance mortgage.

Fannie Mae will continue to monitor real estate market conditions and the accuracy of appraisals
on loans we purchase and securitize and may make further changes in the future if necessary.
* * * * *

Lenders who have questions about this Announcement should contact their Customer Account
Team for additional information.

Marianne E. Sullivan
Senior Vice President
Single-Family Credit Policy & Risk Management
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TO: All Interested Parties
FROM: Appraisal Standards Board
Appraiser Qualifications Board
RE: Invitation to Comment on USPAP and USPAP Education
DATE: December 17, 2007
Introduction
The Appraisal Standards Board (ASB) and the Appraiser Qualifications Board (AQB) are
working together to evaluate the Uniform Standards of Professional Appraisal Practice
(USPAP) and to evaluate USPAP education. Therefore, we are jointly issuing this Invitation to
Comment to gather information. We are asking appraisers, users of appraisal services, and other
interested parties to consider and respond to our inquiries.
USPAP is now twenty years old. During this time the document has evolved with regular
changes and additions that responded to the needs of the profession. The most recent and
significant changes include the introduction of the SCOPE OF WORK RULE and the new
combined packaging of USPAP with the Advisory Opinions and Frequently Asked Questions.
The USPAP publication cycle is now two years, with the 2008-09 edition in effect until
December 31, 2009. This creates an opportunity for the profession to undertake a broad look at
USPAP and USPAP education and evaluate how well they are serving their purpose and their
varied constituencies.
Both Boards would like to take time in 2008 to expand and enhance their relationships with
appraisers and users of appraisal services who rely on USPAP. We want to hear from all
interested parties, and we will be proactively engaging a wide array of market participants, in
many different forums, to discuss the future direction of USPAP and USPAP education.
Please take the time to think about these questions and provide us with your opinions. This will
be the first step in our major outreach effort to help the Boards stay informed and closely
engaged with the appraisal profession and users of appraisal services. We are excited by this
opportunity to hear from you and to actively engage everyone who is, in any way, influenced by
USPAP.
The ASB had previously asked for your opinions in its research regarding the reporting
requirements of USPAP; this Invitation to Comment replaces that project.
Invitation to Comment on USPAP and USPAP Education Page 2 of 3
Our Questions
As stated in the PREAMBLE, the purpose of the Uniform Standards of Professional Appraisal
Practice (USPAP) is to promote and maintain a high level of public trust in appraisal practice
by establishing requirements for appraisers. Appraisal, appraisal review, and appraisal
consulting services have many intended uses, such as those for lending, financial reporting,
estate planning, business acquisitions, tax and litigation services. The fundamental requirement
is that these appraisal services are credible and that communication of the assignment results is
meaningful and not misleading.
All of our questions may or may not be important to you. Please help us by taking the time to
share your opinions on those you believe are important. Our general questions are:
1. The goal of USPAP is to promote and maintain a high level of public trust in appraisal
practice.
a. Is USPAP achieving its goal?



b. If not, why? Please provide examples or explanations.
c. Please describe USPAP modifications or other actions that would help in achieving
the goal.
2. The ASB strives to create understandable Standards for appraisers.
a. Which parts of USPAP do you think are clear? Why?
b. Which parts create confusion? Why?
c. Do you have suggestions on improving USPAP understandability for appraisers?
3. The PREAMBLE states that USPAP is also for users of appraisal services.
a. Is USPAP understandable to users of appraisal services?
b. Does it need to be? Why or why not?
c. Can you show by using examples, the parts of USPAP that are understood by users
and any parts that are not?
d. Do you have suggestions on improving its understandability for users?
4. The AQB Criteria include USPAP education and continuing education requirements.
a. Are the USPAP education and continuing education requirements adequate,
inadequate, too much?
b. Are you receiving quality education?
c. What should be added or changed to enhance the quality of USPAP education?
5. The ASB strives to create enforceable Standards. Please respond to the following questions
if you have experience in enforcement or peer review.
a. Can you give us examples of enforcement successes related to USPAP?
b. Which parts of USPAP present difficulties for enforcement authorities? Why?
c. What would you want to see changed in or added to USPAP to address enforcement
challenges?
6. What methods can the AQB and ASB use to continue to enhance our ability to interact with a
broad constituency of appraisers and users of appraisal services?
7. Are there other comments you would like to share?
Invitation to Comment on USPAP and USPAP Education Page 3 of 3
The Schedule
Oral comments on the important issues in this Invitation to Comment are invited at the following
full-day joint public hearings of the ASB and AQB:
• March 3, 2008, in Los Angeles, California.
• June 6, 2008, in Atlanta, Georgia.
Please see The Appraisal Foundation website (www.appraisalfoundation.org) for meeting
details.
If submitting written comments, we hope to have your comments by February 25, 2008, so that
we can consider them at, and in advance, of our Los Angeles meeting. You may submit written
comments by mail, e-mail or facsimile.
Mail: ASB/AQB ‘2008’ Invitation to Comment
c/o The Appraisal Foundation
1155 15th Street, NW, Suite 1111
Washington, DC 20005
E-mail: comments@appraisalfoundation.org
Facsimile: (202) 347-7727
Also, if you have any questions, please feel free to contact The Appraisal Foundation at (202)
347-7722.
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Take many, many photos. Ask your
client what are the special features of
the home. Clients on the "high" side
will often say how great the home is
and fail to mention any bad features.
If you see anything, ask them about
it. 

If they're on the "low" side, they
will let you know about all the
defects, including the neighbor's
noisy dog. 

Who can do divorce appraisals?
In my area, the San Francisco Bay

Area, most are done by real estate
agents, who will also testify in court.
They do them in hopes of getting the
listing if the home is sold. If you're in
a mandatory state, they may not do
divorce appraisals/BPOs. 

See who does them in your area.
Ask a few local divorce attorneys at
a Chamber of Commerce or law
association meeting. 

If you have limited (under a few
years) of appraisal experience and/or
are not certified, it can be tough to
break in, but keep trying.

You will need to be able to go way
beyond what is required for a typical
lender form-filling assignment. The
skills can be learned. Take a few
classes from the Appraisal Institute. 

Reviewing reports
You can offer to review the

appraisal reports done by the other
side. I always ask for the reports
even if my client doesn't want a
review. Then I can see how the other
appraiser approached the assignment.

If you are doing a forensic review
(for litigation purposes) it is best to
do them the same as you do a lender
review, so you are not accused of
advocacy, unless you are not doing
an appraisal, but are hired as a con-
sultant to look for weaknesses in the
other appraisal. 

Working with attorneys
Attorneys are advocates and try to

get the best "deal" for their clients. In
contrast, appraisers are experts and
only advocate their value opinions.

Some attorneys "shop" for apprais-
ers who will give them a high or low
number, depending on what helps
their clients.

Just like in lender work, there are
some appraisers who are willing to
do this. When interviewing a
prospect, I always try to find out
which side they are on and let them
know that my appraisal will be in the
middle. I tell them if neither spouse
likes my appraisal, the appraisal is
probably okay. 

Every appraiser is different. Its
your choice. Many appraisers aren't
as strict as I am. 

What to charge
Don't unbid unless you're trying to

break into the business or trying to
get business from a prime new client.

Do your appraisals "as if" they will
be scrutinized by attorney, judges,
both spouses, other appraisers, etc. 

Charge higher than for a standard
lender appraisal. How much higher
depends on what other appraisers do
in your area, how well known you are
as an expert witness, etc. 

Be upfront about your hourly rate
for testimony, preparation, and depo-
sition and include it in your engage-
ment letter. Some appraisers charge
from portal to portal (your office to
the courtroom), some don't. You
should be paid for waiting outside the
courtroom. Some appraisers also
charge for "waiting" time, when you
set aside time for the testimony but
are not called. In my area, typical
rates are from $150 per hour to over
$250 per hour, depending on your
testimony experience.

If the appraisal is not straightfor-
ward and requires additional research,
set an hourly rate. 

If you are paid on a hourly basis,
be sure to keep very good track of

your time. 

Always get paid in advance
I always get an advance retainer

fee to cover the appraisal and some-
times testimony time. 

If you are deposed, in my area the
standard is that your client brings a
check for the expected time (or a
blank check for the actual time) and
pays when you deposition is over. 

If you are having problems getting
an attorney to pay, mention it to the
judge, who usually is sympathetic. 

Collecting from attorneys
Collecting from attorneys can be

difficult. 
If your client loses the case, they

will be less likely to pay. 
Get as much upfront as possible. If

it is a complicated case, get regular
partial payments.

What type of reporting format to
use

You cannot use the new Fannie
Mae forms. You can use the old
forms or do a narrative. 

See what other divorce appraisers
do in your area. Some are used to
doing forms and others prefer narra-
tives. 

The primary problem with using
the form is the adjustment grid. How
many of the adjustments do you have
fully supported.

How to get started
Divorce appraisals can be difficult

to break into. On the plus side, most
residential appraisers won't do them
because they don't want to testify in
court. 

A good way to get started is to bid
low. You won't make a lot of money,
but will get experience. Some attor-
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neys are price-sensitive. 
Another, more risky, way is to take

an assignment that must be complet-
ed very quickly. These are risky
because you must plan on possible
testimony. I regularly receive calls
from panicked attorneys who need an
appraisal completed in a few days. 

Joining your local bar association
as an associate member and attending
meetings and/or classes of the family
law group can really help. Offer to
do registrations. You will meet lots of
prospects.

Testifying in court
Even though you do many divorce

appraisals, you don't typically testify
very often. But you should plan on
testifying on every appraisal, even if
the client says you won't be testify-
ing.

Appraisers who specialize in litiga-
tion support often look at it the same
way attorneys do. They like the give
and take in the courtroom and like to
win. 

It's hard to know if you will like
(or not mind) testifying until you do
it. If you can stay calm when being
reviewed by an appraiser or answer-
ing stupid underwriter questions you
should do okay. 

I don't mind testifying. I figure
they are paying me for my testimony.
The job of the opposing attorney is to
try to "shred" it. I do not specialize in
litigation work as I prefer doing just
the appraisal and don't really like
working for attorneys. Just my opin-
ion. 

Fortunately, few attorneys know
much about USPAP or appraising, so
questions are often not relevant and
can be strange, particularly for
divorce appraisals.

In my area, divorce is handled in
family court with just the judge and
no jury. The judge keeps the attor-
neys "on track."

Taking a class, seminar, or work-
shop in expert testimony can really
help. If you are unable to do this, just
remember the Primary Rule: Say Yes,
No, and just answer the questions.
Watching legal TV series can help,
but they tend to be overly dramatic. 

My advice is to try testifying and
see if you like it or don't mind doing
it. It pays very well. 

Engagement letters
Always have a signed engagement

letter that specifies exactly what you
will be doing, your rates, and other
issues. 

There are many different engage-
ment letters. If you are a member of
the Appraisal Institute, you can get
samples in the private member sec-
tion.

Liability Insurance Administrators
has one written in 1996 on their web
site at www.liability.com. Click on
Loss Prevention on the left side of
the home page, then click on Claim
Alerts. Look for "Engagement
Letters July 2006." 

Most appraisers start with samples
and make up their own. I have sever-
al templates and customize them for
every assignment. 

Subpoenas
If you do an appraisal and are sub-

poenaed, you must appear. However,
you are not testifying as an expert
with opinions. You are testifying as
to fact, such as "Yes, I did this
appraisal." Or, "Yes I did an appraisal
on 123 Smith St. I looked at home on
July 3, 2006."

If you are asked, for example,
"What do you think about the roof
repairs needed?" you can just read
from your appraisal. Contribute noth-
ing except fact - what your appraisal
says. 

If you are subpoenaed, call the

attorney ASAP to let him or her
know that you are only testifying as
to fact, and you are not testifying as a
witness. 

Depositions
In contrast with court testimony

where the judge runs the courtroom,
attorneys can ask whatever they
want. Depositions tend to be long.
They are typically used in litigation,
not divorce.

Depositions are typically in a room
with a court reporter, plus attorneys.
Others such as defendant and plaintiff
may be there. 

What about pressure?
As with almost any type of apprais-

ing, somebody is "looking for" or
"hoping for" a certain value. 

The pressure is much, much less
than working for mortgage brokers. 

Should you do divorce appraisals?
If you are a knowledgeable, experi-

enced appraiser (or can take classes
to upgrade your skills) you will be
able to do the appraisals. 

Court testimony is the main reason
appraisers don't want to do divorce
work. It is your decision. However,
typically you don't testify very often.

Most of the residential appraisers
in my area who have lots of business
are doing divorce appraisals. 

Where to get more information
The Appraisal Institute has books,

seminars, and classes on litigation
appraising. Go to www.appraisalinsti-
tute.org. The classes focus on court
testimony. 

You don't need a special class on
how to do divorce appraisals. You
already know how to do appraisals. If
you need to increase your knowledge,
take classes from the Appraisal
Institute. 



Commercial vs. residential
Many hard money loans are made

on commercial properties but more
are being made on residential due to
the current lending market. 

Commercial hard money lending is
often used for interim financing, such
as builders. They are much faster to
close than conventional commercial
loans. 

Since they are not regulated and
may not require certified general
licensing, you may be able to get
started in apartment appraising with
them, particularly 5 to 15 units. See
the "Get started in commercial
appraising - appraise 5+ unit apart-
ment properties" in the November,
2007 issue of Appraisal Today, avail-
able online to subscribers.

What types of properties need
appraisals?

In today's market more hard money
refinance loans are being made on
homes because of the difficulty in
obtaining conventional and subprime
loans. 

Many hard money loans are made
for short term financing on commer-
cial and apartment properties, when
conventional lenders take too long to
fund.

Land is another popular type, as
conventional financing can be diffi-
cult to obtain.

Residential property loans are often
made for bridge loans, construction,
and remodeling. 

Many homes that don't "fit" con-
ventional lending, such as rural, large
amounts of land, unusual construc-
tion, lack of some utilities, etc. 
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Conventional and subprime lend-
ing is way down. But, "hard

money" loans are way up. 
These are the lenders who can

close deals in a few days and count
on the real estate equity as collateral.
They have always been around,
mostly for short term financing and
borrowers with poor credit or no
credit history. On the minus side, for
borrowers, rates and fees are high. 

Because of the recent credit
squeeze, more high income borrow-
ers are using hard money lenders for
temporary loans until the credit mar-
ket eases up, particularly for self
employed persons. 

Many appraisers don't want to
work for them as the appraisers see
them as "sleazy." But with the recent
subprime fiasco, there were many,
many conventional lenders making
sleazy deals through mortgage bro-
kers. Compared with them, hard
money lenders are much better.  

Who are "hard money" lenders? 
They typically match investors

with loans, sometimes investing their
own money. 

Hard money lenders may serve a
regional market, or may offer loans
nationwide. Some hard money
lenders are represented by brokers
who may take a percentage of the
loan (points) in exchange for prepar-
ing and submitting the loan docu-
mentation (as well as finding a direct
lender). Other hard money lenders
deal directly with applicants.

This business is very fragmented,
from local companies with no adver-
tising to large companies operating in
multiple states. 

I know of two local appraisers who
are doing very well in their private
investor lending businesses. They
know the value and marketability of

the collateral, which is very impor-
tant.

Individuals and small groups of
investors don't advertise. Small firms
typically get their money from
investors wanting to get a good
return on their money and pool that
money.

Larger firms rely on bank loans. 

Where did the term "hard money"
come from?

"It is difficult to find an answer to
this question. I've heard plenty of
speculation. Some people say that it's
because the money is used for "hard
to do" loans. Others say it is because
the loans are "hard to get" or "hard to
pay." It is my belief that it is called
hard money because traditionally it
has been "real money" in the sense
that it is not borrowed. Institutions
loan borrowed money, and in this
sense they loan "soft money."
However, I must point out that things
have changed a bit over the years,
and these days a good deal of hard
money is in fact borrowed. (I would
guess as much as 50%.)"

Source: Fairfield Financial Services
web site. 

Business is booming
According to a December 5 Wall

St. Journal article, "At Miami-based
Yale Mortgage Corp., one of the
industry's larger players, loan appli-
cations are up as much as 30% this
year."

"At Alliance Portfolio, a much
smaller lender in Aliso Viejo,
California, submissions have jumped
about 50%."

How to get business today!
Private money lending is increasing
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What are the regulations for hard
money loans?

Home Ownership and Equity
Protection Act of 1994 (HOEPA)
regulates hard money loans. "The
law addresses certain deceptive and
unfair practices in home equity lend-
ing. It amends the Truth in Lending
Act (TILA) and establishes require-
ments for certain loans with high
rates and/or high fees. The rules for
these loans are contained in Section
32 of Regulation Z, which imple-
ments the TILA, so the loans also are
called "Section 32 Mortgages."

Who gets private mortgages?
The most common borrower for a

private mortgage/hard money loan is
an individual who has one of three
issues that requires them to obtain
this type of loan. 

The issues are usually because of
credit, income, or property type/con-
dition.
• Currently behind on your mortgage
payments.
• Currently facing foreclosure or
have a notice of default filed against
you.
• Have tried to refinance, but have
been turned down because of credit
or income.
• Need a mortgage loan immediately
and are willing to pay more to have
it close quickly.
• Trying to finish a construction loan.
• Financing land, commercial proper-
ty, hotels, motels, investment proper-
ty.

The loans are typically for a short
period of time, such as 6 to 24
months, until the issues can be
resolved.

What about appraisal requirements?
Many loans are done without

appraisals as the investors are consid-
ered to be knowledgeable and the
lender knows local property values.
However, sometimes investors require
independent appraisals. 

Be sure to ask if there are any spe-
cial requirements. They don't sell to
Freddie or Fannie, but may want you
to use their requirements. 

You can use whatever report format
you want. Fannie Mae forms are
okay. 

Turnaround times are typically
quick as they are short term loans
with quick closes. 

They prefer conservative appraisals,
not high appraisals.

Scope of work - very different from
conventional lending

Appraisals for hard money lenders
are very different than conventional
appraisals. You really need to know
how to appraise accurately and be
very good at market analysis. 

Hard money lenders want to know
what the property is worth. Their pri-
mary focus is on the current market.
Just putting three comps on a page is
not acceptable.

You need to know the market the
same way a local real estate agent
does. What's pending, what's active,
how easy will it be to sell the home,
etc. 

Remember, a high percent of the
loans go into foreclosure. You are
risking private individuals' money. 

What are the borrower's costs?
Interest rates are generally in the

low teens and fees can be as high as
5% of the loan amount. 

What are appraisers' liability risks?
Be very, very careful to disclose

and not overvalue. Hard money
lenders rely on the borrower's collat-
eral, not credit. Typically a minimum
of 30% equity is required. 

They are lending individual

investor money, not pooling loans and
selling them to Wall Street. 

Think of them as loans your mother
is making. You don't want her to lose
her money. 

You want to be sure the investors
know exactly what kind of collateral
they are lending on. 

Delinquency and foreclosures tend
to be much higher than conventional
loans, as borrower credit is weak, so
the value of the collateral is very
important. 

Where to find contact information
for hard money lenders

Hard money lenders can be difficult
to find. Most operate only within lim-
ited geographic areas because they
like to see the properties they're lend-
ing against personally and know the
area around them.

The best way is to contact local
mortgage brokers and ask about the
local hard money lenders. I called the
broker who I regularly use and she
gave me contact information for the
hard money lender she provides to
borrowers with significant credit prob-
lems. 

For local companies, look in your
local Yellow Page ads or newspaper
mortgage listings. Many newspapers
have listings that read something like
this: "Can't get a loan? Call Us.
Private Money Available."

Also look on the Internet for local
lenders. 

Hard money lending is a very small
world. If you're a good, conservative
appraiser who provides good service,
your name will be passed around. 

The Scotsman Guide (www.scots-
manguide.com) has many hard money
lenders listed, particularly those work-
ing in wider geographic areas. 
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Mortgage brokers out of business
Over the past 10 years, lenders out-

sourced their loan originations to
mortgage brokers, who were cheaper
and expendable when the market
died. 

Because of the subprime mess
starting in September 2007 and still
accelerating, many mortgage brokers
and wholesale lenders went out of
business. 

Will lenders continue to use mort-
gage brokers? It is very unclear at
present if they will increase their
retail banking, but I doubt it.
Hopefully, they will heavily scruti-
nize deals submitted by mortgage
brokers. 

AMCs up maybe
In 2007 more and more lenders

switched to AMCs. But the recent
WaMu/eAppraiseit problems revealed
that AMCs succumbed to lender pres-
sure.

Will this mean that banks will fee
out their appraisals? Maybe some
will, but most will continue to use
AMCs as managing a national fee
panel is a real hassle. 

Appraisal requirements to increase
When the old Fannie Mae forms

came out in 2003, they tried to put
listings in the form, but too many
appraisers complained.

Now, more lenders are requiring
listings. 

Lenders know (sort of) where
prices are declining and expect
appraisers to tell them what is hap-
pening and to make negative time
adjustments, if only by using listings. 

As we all know, residential lend-
ing is in another down cycle.

They have happened before and will
happen again. In the past, most
appraisers worked for lenders. When
business dropped off, they were laid
off or transferred to other depart-
ments. There were relatively few fee
appraisers.

Over the past 10 years, appraisals
were outsourced to fee appraisers.
When the downcycle comes, many
lay off their trainees and/or go out of
business.

This cycle is somewhat different.
Some appraisers have lots of lender
work and some don't. Appraisers
who went through the last downcyle
in the mid-1990s knew what to
expect. They diversified into non-
lender work and saved up their
money from the boom times. 

This down cycle started in the
summer of 2005, but only a few of
us noticed it. Appraisal work started
declining, and the decline signifi-
cantly accelerated during n the
September 2007 subprime mess. 

2008 - return to the "old days" of
conservative lending

Wall Street investors need to do
something with their money. Now,
they are skittish about all mortgages.
But many mortgages are a good
investment, such as A borrowers with
good credit, good employment
income (not self-employed) and
equity in their homes.

When Wall Street decides to buy
again, lending (and appraising) will
pick up again. When will this hap-
pen? I don't know. If I did, I would
get rich speculating on lender stocks!

REO appraisals will increase - in
some areas

I am still predicting increases in
foreclosures, especially in areas that
had a very active investor market in
single family homes and areas with-
out a good economy. 

Investors planned on making
money on price appreciation, which
has stopped. If there are many
investor homes for rent, rents go
down and vacancies go up. Many
investors will have negative cash
flows. If you're in an area that had a
very active investor market, REO
work will pick up. 

Consumers with variable rate loans
will see their payments increase. If
they are unable to refinance because
prices are not increasing, they may
default on their home loans. 

REO work requires expertise in
recognizing needed repairs and pro-
viding the cost of repairs, analyzing
the local market, and providing a
"quick sale" value, etc.

Lender REO departments look for
experienced, certified appraisers.
Much of the REO work is handled
through AMCs. 

Looking at past cycles
In 2001, residential rates dropped

to 30 year lows and appraisers were
swamped. In 2002 through mid-2003,
rates continued to be low and resi-
dential appraisers were even more
swamped. Commercial appraisers
were also very busy. 

As the table below shows, the vol-
ume of residential lending has dra-
matic changes both up and down.
The MBA statistics are only available
since 1990. In the early 1980s, rates
were well over 15%. When rates
dropped in early 1986, the appraisers
who made it through the bad years
were swamped with work. I re-

The O'Rourke 2008 forecast - foreclosures up, 
conventional and FHA will pick up - sometime
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entered appraising at that time, after
5 years in corporate real estate.  

The huge volume increases in 2001
to 2003 were handled by hiring
armies of trainees and established
appraisers working many hours, the
same way volume increases have
always been handled. When volume
goes down, trainees are out of the
appraisal business, as well as some
established appraisers. 

Here are the stats
Source: Mortgage Bankers

Association
Year Total volume

($ billions) %change 
1990 $458,404
1991 $562,074 +23%
1992 $893,681 +60%
1993 $1,019,861 +14%
1994 $768,748 -24%
1995 $639,436 -25%
1996 $785,233 +20%
1997 $833,650 +6%
1998 $1,507,000 +99%
1999 $1,285,000 -15%
2000 $1,024,000 -25%
2001 $2,030,000 +98%
2002 $2,483,000 +22%
2003 $3,810,000 +53%
2004 $2,772,000 -28%
2005 $3,023,000 +9%
2006 $2,506,000 -9%
2007 $2,320,000 -11%

(Dec. 19 forecast)
2008 $1,864,000 -20%

(Dec. 19 forecast)
Check out the graph on the last

page of this newsletter.

Where are we going?
Here's the MBA's forecast as of

November, 2007.
Residential purchase mortgage

originations will decline about 17
percent in 2007 to $1.16 trillion from
$1.40 trillion in 2006. Given project-
ed declines in sales and prices for all
of 2008, purchase originations should
fall by another 18 percent to $944
billion in 2008.

• Refinance originations will decline
about 12 percent to $1.16 trillion in
2007 from $1.33 trillion in 2006.
Refi activity will decline by another
21 percent to $921 billion in 2008
from 2007.
• Total mortgage production will be
down 15 percent to $2.32 trillion this
year from $2.73 trillion in 2006. 

Total originations should see a
more pronounced decline in 2008 of
20 percent in to $1.86 trillion in 2008
as both purchase and refi originations
drop. This will mark the first year
since 2000 that total mortgage origi-
nations fall below $2 trillion.

Residential appraisal forecast -
short term

Business has slowed substantially,
down 50 to 80% from the peak in
early 2003. Not everyone is slow, of
course. Those with non-lender work,
relocation, and litigation work are
still busy. 

Because of the large numbers of
new appraisers who have been work-
ing for very low fee splits (or for
free) fees will drop or remain the
same. Newbies will be desperately
looking for work. Even 30% to 40%
of a "standard" fee looks good when
you have no work. Also, many
trainees are poorly paid, sometimes
well under 50% of a standard fee. 

Some of the trainees will keep
appraising, especially if they are
fully licensed. But many will quit
appraising, especially because of the
high cost of keeping a license. The
long term supply of residential
appraisers is expected to decline. 

The use of residential AVMs will
continue to increase, as more lenders
are using them. 

Effect of 1/1/08 changes
I predict that the changes effective

1/1/08 will have a significant effect
on the number of appraisers. No more
than 3 trainees per supervisor will cut
down on companies hiring large num-
bers of trainees, then letting them go
when work is slow. That's how the
wide volume changes have always
been handled - by large numbers of
trainees. 

Significant increases in require-
ments for certified appraisers will
mean fewer licensees will upgrade to
certified. 

Some states are also increasing
their requirements for trainee and
licensees (non certified). 

When I started my appraisal busi-
ness in 1986, there was no licensing
so I was able to re-enter after 5 years
in corporate real estate. 

What will happen during the next
refi boom is uncertain. Many apprais-
ers, from trainees to 20+ years of
business are leaving the business.
Lenders no longer hire armies of
trainees. Fee appraisal firms will be
restricted by the 3 trainee per supervi-
sor rule. Education and experience for
trainees to upgrade will increase. 

Residential appraisal - long term
forecast

Residential appraisers will always
be needed. The number of appraisers
with over 5 years experience will con-
tinue to shrink due to retirement and
the inevitable layoffs of trainees dur-
ing down cycles.

Licensing has caused a significant
negative effect on retaining experi-
enced appraisers. As experienced
appraisers quit appraising for various
reasons such as retirement, they give
up their licenses. Getting a license
back can be difficult and expensive. 

In the recession of 1994-96 I laid
off two appraisers, one with 8 years
of experience and the other with over
20 years of experience. Both were
unable to return to appraising, even
on a part-time basis as they had given



up their licenses.  
The shift to credit lending using

AVMs and tax rolls will continue.
URAR "form filler" appraisers will
have less and less work. The
appraisal market will become more
two tier - exterior inspections only
without a value vs. appraisals of dif-
ficult properties. 

The high volume peaks may be
handled by trainees doing lots of
inspections-only with no values,
requiring minimal training, with tax
rolls or AVMs used for the values.  

In the future, the number of resi-
dential appraisers will continue to
decline. 

What to do now - residential
appraising

Take some classes to upgrade your
skills. Classes taught by the Appraisal
Institute are often the best, particular-
ly the materials for the class. We can
all learn something new. 

Work on getting more non-lender
work: death, divorce, and taxes. Real
estate agents are an excellent referral
source for this type of work. Become
active in your local association of
Realtors, go on the weekly "tour" to
meet agents, mention to every agent
you contact that you also do non-
lender work. Many residential
appraisers turn down non-lender
work.

Commercial appraisal forecast -
short term

The commercial appraisal business
is much less volatile than residential
due to the low volume of refinances.
There is enough non-lender work
available that many appraisers don't
have to work for lenders. Using real
estate agents for "appraisals" is not
done as commercial brokers won't do
appraisals for free or for very low
fees.

If you do mostly lender work, there
may be some declines in fees because
of increased credit requirements and
decline in new loans. 

Also, in some geographic areas,
residential appraisers are trying to
break into commercial work due to
the significant declines in residential
volume. Some have residential certi-
fications. Others have general certifi-
cations, but have been doing exclu-
sively residential for some time.
These appraisers are willing to work
for much lower fees, sometimes less
than half of the "standard" commer-
cial fees. This trend will continue. 

Fees vary widely around the coun-
try, depending on the supply and
demand for commercial appraisal
services, and "low bidding" on
assignments. 

Hiring experienced appraisers has
been difficult and will continue to be
hard. 

Commercial appraisal - long term
forecast

Remember the RTC and FIRREA.
Finally I'm A Rich Real Estate
Appraiser was replaced by  Finally
I'm A Retired Real Estate Appraiser
when the RTC work dried up in the
early 1990s. 

Don't get caught in the lender rat
race. Look for non-lender work.
There is lots of work available for
commercial appraisers. 

I don't see anything replacing
appraisers for commercial lending.
Commercial AVMs have been devel-
oped and a few are used on a very
limited basis, particularly for apart-
ments.

Wider use of scope of work such
as allowing for limited reports with
only one approach to value may
decrease fees. 

Broker opinions are used on a very
limited basis. I don't predict much
increase as commercial brokers will
be able to make much more money
doing deals instead of $500 BPOs. 

What to do now - commercial
appraisal

Most of the newbies are doing
lender work where fee competition

will increase. Build lender loyalty by
always completing work on time and
shortening your turnaround times.
Start now to get more non-lender
work, while your competitors keep
grinding out appraisals for lenders. 

Keep very close watch on fees. If
they start dropping, don't lose work
by keeping yours too high for too
long. 

A few tips on how to keep track of
fees
1. Decline in number of assignments.
2. Competitors prices are consistent-
ly lower. (Regular clients gasp or
choke at your fee quote.)
3. Increased client demands (often a
cover for price complaints).
4. Increase of bids not resulting in an
assignment.
5. Clients are able to find an apprais-
er within a few hours. 

Finding out what other appraisers
are charging

For residential appraisers, keeping
track of fees is very easy. Just make
anonymous phone calls for price
quotes and turnaround times. 

For commercial appraisers, if
someone else gets the assignment,
always call the client and ask about
their fee and turnaround time. I regu-
larly do this and have been unable to
get the information a few times.
Another way is to make anonymous
phone calls asking about a typical
property, such as a 10,000 sq.ft. two
tenant warehouse or a 20 unit apart-
ment property. 

How can you plan for the future?
Take time to make a business plan.

Decide where you are now and
where you are going.

Keep a close watch on opportuni-
ties for new business. I will let you
know of any changes in lending
which could give you more business. 
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How can one appraiser, Pam
Crowley in Florida, fight against

an AMC that opens and alters
appraisal reports in PDF format? 

How can this help start a lawsuit
by the New York attorney general
about Washington Mutual's (WaMu)
use of First American eAppraiseIT
(AMC) to overinflate values? 

Crowley was sued by eAppraiseIT
in June, 2007 for reporting that
eAppraiseIT had opened appraiser's
PDF appraisals. This was widely
reported in the media, increasing
scrutiny of AMCs, who are supposed
to shelter the lender from overvalua-
tions. 

Who are the players in this story?
• Pamela Crowley - Florida residen-
tial appraiser and Director of mort-
gagefraudwatchlist.org
• First American - major national
mortgage service provider -title
reports, appraisals, etc.
• eAppraiseIT - AMC owned by First
American
• Washington Mutual - one of the
largest national lenders. Laid off
almost all of their staff appraisers a
few years ago. They had a large, very
well managed, appraisal department.
• Andrew Cuomo - New York's attor-
ney general
• Various law firms - class action
lawsuits for people owning WaMu
stock. 

May 2007 - subpoena issued to
eAppraiseIT

New York attorney General
Andrew Cuomo issued a subpoena to
eAppraiseIT in his investigation of
whether mortgage brokers pressured
appraisers to inflate property values.

eAppraiseIT values up to 15,000
homes a year in New York, per the
president, Anthony Merlo Jr. 

June, 2007 - eAppraiseIT files
lawsuit against Crowley

Pamela Crowley had posted a
notice on her web site that
eAppraiseIt was opening appraisers's
PDF files. 

EappraiseIt filed a lawsuit against
Crowley stating they did not open
the files. 

EappraiseIt later admitted that they
opened files to insert a "watermark"
on the report pages. 

June 29 - the judge refuses to shut
down Crowley's web site. Crowley
asks for appraisers' donations to her
defense fund.

November, 2007 - Class action
lawsuit against WaMu

Hagens Berman Sobol Shapiro
(HBSS) is investigating claims that
Washington Mutual (NYSE: WM),
the country's largest savings and
loans institution, conspired with First
American Corporation to artificially
inflate housing appraisals.

HBSS is investigating the filing of
a class-action lawsuit in Seattle,
headquarters of Washington Mutual,
seeking proper appraisals, restitution
for overpayment and damages for
those affected if the allegations prove
true.

If proven, the charges mean that
homeowners could have overpaid for
homes, and consequently are paying
artificially inflated mortgages.

November, 2007 - Another class
action lawsuit against WaMu

Wolf Popper LLP has filed a class
action lawsuit against Washington
Mutual, Inc. ("Washington Mutual")
(NYSE: WM - News) and certain of
its officers and directors in the
United States District Court for the
Southern District of New York, on
behalf of investors who purchased
Washington Mutual common stock
on the open market from July 19,
2006 through October 31, 2007 (the

"Class Period").
The complaint charges that during

the Class Period Washington Mutual
improperly exerted pressure on a
third-party appraisal firm,
eAppraiseIT (a division of the First
American Corporation), to inflate the
appraised value of homes used as col-
lateral for loans originated by
Washington Mutual. Washington
Mutual failed to disclose this scheme,
which violated federal and state laws
and regulations requiring an indepen-
dent appraisal process. The inflated
appraisals caused Washington
Mutual's financial results to be mis-
stated, including causing its loan
assets to be overstated while its pro-
vision for doubtful accounts and
reserves for loan losses were materi-
ally understated.

November, 2007 - another New York
class action lawsuit against WaMu

Abraham Fruchter & Twersky LLP
has filed a class action lawsuit in the
United States District Court for the
Southern District of New York on
behalf of purchasers of Washington
Mutual, Inc. common stock during
the period between October 18, 2006
to November 1, 2007 (the "Class
Period").

The complaint... alleges that the
Company failed to disclose: ...(iii)
that defendants had engaged in a con-
spiracy and scheme to inflate the
appraisal value of homes with the
intent to artificially increase the esti-
mated loan-to-value ratio of its
Option-ARM portfolio; and (iv) that
due to the Company's improper
appraisal practices, the mortgages it
had issued were much riskier than
represented.

One appraiser CAN make a difference!!
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November, 2007 - WaMu fires
eAppraiseIT

Washington Mutual Inc. suspends
its relationship with eAppraiseIT, a
unit of First American Corp.

November, 2007 - WaMu's emails
about getting higher appraisals

Per court documents:
In April 2006, eAppraiseIT (EA)

began providing appraisal services for
WaMu, which became EA's biggest
client. Within weeks, WaMu began
complaining to EA that its appraisals
were not high enough. 

WaMu pressured EA to employ
exclusively a new panel of appraisers
that WaMu hand-selected as "Proven
Appraisers." This set of appraisers
was chosen by WaMu specifically
because they inflated property
appraisals. 

WaMu profited from these higher
appraisals because they could close
more home loans, at greater values.
Over the course of their relationship,
between April 2006 and October
2007, EA provided approximately
262,000 appraisals for WaMu.

Attorney General Cuomo's investi-
gation uncovered a series of e-mails
between executives at EA, First
American, and WaMu that show EA
officials were willingly violating state
and federal appraisal independence
regulations to comply with WaMu's
demands:

* On February 22, 2007, in
response to a description of the
WaMu "Proven Appraiser" program
as one in which "we will now assign
all Wamu's work to Wamu's `Proven
Appraisers'. [and] Performance rat-
ings to retain position as a Wamu
Proven Appraiser will be based on
how many come in on value,"
eAppraiseIT's president told senior
executives at First American: "we
have agreed to roll over and just do
it..."

* On April 4, 2007, eAppraiseIT's
executive vice president stated in an
e-mail to First American: "we as an
AMC [Appraisal Management

Company] need to retain our indepen-
dence from the lender or it will look
like collusion.  eAppraiseIT is clearly
being directed who to select.  The rea-
soning. is bogus for many reasons
including the most obvious - the
proven appraisers bring in the val-
ues."

* On April 17, 2007, eAppraiseIT's
president wrote an e-mail to First
American explaining why its conduct
was illegal: "We view this as a viola-
tion of the OCC, OTS, FDIC and
USPAP influencing regulation."

* E-mail evidence also shows that
WaMu pressured EA to inflate
appraisals as a condition for doing
future business together:

* On September 27, 2006, First
American's vice chairman reported
that a WaMu executive told him: "if
the appraisal issues are resolved and
things are working well he would
welcome conversations about expand-
ing our relationship." 

"Attorney General Cuomo's lawsuit
seeks to end the illegal relationship
between First American and EA and
WaMu.  It also seeks penalties and
disgorgement from First American
and EA.  The lawsuit alleges that First
American and EA violated appraiser
independence laws, which regulate
the conduct of real estate appraisers.
The lawsuit was filed in the Supreme
Court of New York, New York
County."

December, 2007 - SEC starts
investigating WaMu

SEC looks at WaMU's appraiser
pressuring. Per a Wall Street Journal
article: " The Securities and Exchange
Commission is investigating how
retail bank Washington Mutual Inc.
handled and reported on mortgage
loans that may have been based on
inflated home appraisals.

The SEC's inquiry is in its infancy
and involves several possible issues,
including whether WaMu accurately
disclosed to investors of mortgage-
backed securities how its loans were

appraised as well as whether the com-
pany properly accounted for its loans
in financial disclosures to investors of
the company, according to the people
familiar with the situation.

About
MortgageFraudWatchList.org

Pamela Crowley, a Florida apprais-
er, started
MortgageFraudWatchList.org to com-
bat mortgage fraud.

"MFWL is a database of addresses,
submitted by real estate professionals
from all 50 states, where a sale or
refinance transaction has suspicious
activity. Mortgage transactions
involving these addresses should be
scrutinized to insure the accuracy and
honesty of all data submitted as part
of the loan process. MFWL will direct
all potential fraud reports from our
members and non members to proper
authorities for investigation."

All reporters are kept absolutely
confidential!!!

What do appraisers say about
WaMu?

Some appraisers said they were
pressured by WaMu, some say they
were not. It appears to depend on
where the appraiser is located. 

What does this mean for appraisers?
Appraiser pressure is definitely in

the news. Hopefully it will mean that
there will be less pressure on apprais-
ers. 

I have already seen this happening
in phone calls from mortgage brokers
I never heard of. More and more are
not asking for "comp checks." 

Hopefully, AMCs will stop pressur-
ing appraisers. One of the reasons for
working for an AMC is no value pres-
sures. 

First American owns both LSI and
eAppraiseIT AMCs. I suspect that
eAppraiseIT's appraisals will just be
shifted to LSI. Did LSI pressure
appraisers also? Hmmm...
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MBA Task Force 
The Mortgage Bankers

Association's Fraud Task Force is
working on a report that will include
recommendations for appraiser do not
use list. 

The report will be released soon
(hopefully). 

Per Brad Ellis, a participant on the
task force:
“Much has been made of the recom-
mendations to the MBA as regards
these lists; however, there is really
not much involved with those recom-
mendations (not yet adopted by the
MBA and with no guarantee that they
will be) that does not revolve around
a few principles:
1.Fairness. Nothing really ought to be
done in the dark on this. The apprais-
er ought to be advised that he/she will
be placed on such a list and the rea-
sons for that. As a part of this, it is,
therefore, inherent in the principle
that the appraiser should know of the
exact problems alleged and be given
an opportunity to defend his/her
work. 
2.Notification.  The appraiser should
be advised before placement on such
a list.
3.Clarity. I think everyone will agree
that it is not fair for someone to find
their way onto such a list just because
they failed to hit some hoped for
number. Therefore, the reasons for
exclusion ought to be set forth clearly
and should be based upon published
standards and guidelines such as
USPAP and or/GSE guidelines that
are commonly known (or ought to
be).

It is my view that whether this
decision rests with one individual or
with a group, there must be an actual
appraiser involved at the lender end. 

The MBA has not adopted any of
the recommendations as yet. 

does not understand USPAP and you
do - chances are they know it better
than you do
• Do NOT be belligerent- it will sim-
ply not work for you
• DO ask if there is a way that you
can provide data and information in
your defense
• DO ask what they based their deci-
sion on
• Be professional
• Stay calm and focus on the issues
and not on how much you dislike that
lender

Why do appraisers care about the
lists?

The main reason is that mortgage
brokers submit their loans to many
lenders. If you're on a do not use list,
their loan application (and appraisal)
will be declined. 

If one of your main direct (non-bro-
ker) clients puts you on the list, you
will lose the client. However, they
can just stop using you for any rea-
son. 

No standard procedures for the lists
There are no standards for main-

taining the lists, including removing
and adding names, updating, and
sharing with other lenders. 

Procedures vary widely:
• Put your name on a list and never
advise you.
• Only notify the loan seller
• Call to discuss issues with the
appraiser
• Notify the appraiser

The bottom line. Adding an
appraiser to a list is (per Brad Ellis):
• At the Lender's discretion
• No requirement to "prove" a prob-
lem
• No notification requirement

Lender exclusionary (do not use)
lists have been around for a long

time. 
However, with many loans going

through mortgage brokers  getting on
a do not use list can be a big problem
if they are a major wholesale lender.

I attended a session by Brad Ellis, a
review appraiser for Indymac at the
recent Valuation 2007 conference.
Some of his comments are included
below. 

Don't lenders have to use any
licensed or certified appraiser?

Of course not. They can use
whomever they want, just like you
can use any auto mechanic you want. 

Where are the lists published?
Per Brad Ellis, these are usually

web based that allow access to bro-
kers (your clients) via password con-
trolled sites.

Mortgage Brokers should check the
site before placing the appraisal order.

Why do lenders use the lists?
Per Brad Ellis:

• Misleading appraisals often lead to
bad loans
• Lenders need to stop losses before-
hand, not afterwards
• Poor appraisals often result in
investor rejections and/or repurchase
demands

Once on a list, what can the
appraiser do?

Per Brad Ellis:
• Honesty is the very best policy
• Try to find out who makes the deci-
sion at that lender
• Try to find out which file or files
caused the decision
• Re-analyze your own file for errors
before contacting the decision maker
• If they identify the specific issues,
research them carefully before
responding
• Do NOT assume that the lender

Lender exclusionary (do not use) appraiser lists 
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How do appraisers get on the lists?
Reasons for placement on a list

varies dramatically. Lewis Allen, for-
mer chief appraiser at Indymac Bank,
was put on a list because his resume
was two years old. 

A good reason for putting apprais-
ers on lists is that they lie about the
condition of the property. A main rea-
son is that the appraisal caused a loss
because of foreclosure. 

Lender vs. mortgage broker lists
Many mortgage brokers want to

close the deal and look for a "cooper-
ating" appraiser. Being on their black
list is a plus. I don't see many minus-
es. 

Getting on a lender black list can
cause many problems. 

What are your rights if blacklisted?
According to an article in the

Communicator Magazine, written by
Matt Barr of a la mode, 

MBA Loan Volume Application Index – 1/90 to 12/07
Market Index                           Base = 100 in 1990
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"The law's reach in these situations
is more limited than most people
think," Jennifer Sides, Corporate
Counsel, a la mode, Inc., said." 

"Federal agencies like the Equal
Employment Opportunity Commission
deal with employment relationships,
not a business' decision whether or not
to use a fee appraiser. Federal labor
laws in general do not prevent busi-
nesses from deciding not to use certain
contractors for any reason or no rea-
son. There are exceptions, usually
related to race, sex, and other invidi-
ously discriminatory criteria that the
federal government may be empow-
ered to remedy or prevent."

"Whether or not state laws or regu-
lations might be able to pack more
power, it is clear that the trend in
mortgage lending has been toward giv-
ing the banks more leeway in deciding
which appraisers to use. The appraiser
‘blacklist' is not an issue that is really
amenable to legislation or regulation,"
Sides cautioned.  "It is a market fea-
ture that demands a market solution."  

What do lenders say?
Here is a recent quote from Vern

Martin, a former review appraiser:
"Having once been on the lending

side, I can see the reason for the lack
of due process in placing appraisers on
a "Do not use" list.

"Do not use" lists are particularly
necessary for wholesale lenders
which receive appraisals from mort-
gage brokers. The reality of the sit-
uation is that there are thousands of
"Skippies" out there who didn't
mind trying to defraud my employ-
ers. The "Do not use" lists are the
most efficient way to screen them
out.

"When I placed an appraiser on a
do not use list, it was for good rea-
son, and nobody outside the
appraisal department was notified,
not even the loan officers. If
appraisers found out they were
removed, they would waste our
time arguing and threatening to sue.
From our standpoint, our mission as
review appraisers was to help our
employers make sound loans, not to
provide guaranteed employment for
bad appraisers.

"I have seen appraisers...com-
plain that they are on multiple "Do
not use" lists. If an appraiser is on
that many lists, he needs to re-eval-
uate what he might be doing wrong.
I've worked for seven different
lenders, and I've never seen an
appraiser be excluded for being
honest and competent."



How to get off the black list
Getting off a list is very difficult.

Relatively few appraisers succeed.
You have to find out who makes

the decision to remove (and add)
appraisers. 

What usually happens in the end?
Per Brad Ellis, in the overwhelm-

ing majority of cases, the appraisal is
actually faulty.

Because most of these are initiated
by in-house reviewers and by a chief
appraiser, they are usually not frivo-
lous

If you can find out their proce-
dures, you stand a much better
chance, but as in life, there are no
guarantees.

Do lenders share their lists?
Yes. 

What's the future of blacklists?
I expect them to increase in the

current paranoid lending environ-
ment. 

What's the answer?
Getting off a blacklist can be very

difficult, but not impossible. Even if
you get off the blacklist, it may be a
while before the new list is dissemi-
nated.

Blacklists are another downside of
lender appraising. Try to get more
non-lender work. 

Where to get more information
Ken Verrett wrote a 5 part series

on Blacklisting, starting in March
2007. He asked appraisers who were
blacklisted to send their stories. To
read it, go to
www.appraisalscoop.com and search
for blacklisting.

I was unable to find more informa-
tion on how to get off a blacklist. It
is very difficult. 
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TO: All Interested Parties
FROM: Appraisal Standards Board
Appraiser Qualifications Board
RE: Invitation to Comment on USPAP and USPAP Education
DATE: December 17, 2007
Introduction
The Appraisal Standards Board (ASB) and the Appraiser Qualifications Board (AQB) are
working together to evaluate the Uniform Standards of Professional Appraisal Practice
(USPAP) and to evaluate USPAP education. Therefore, we are jointly issuing this Invitation to
Comment to gather information. We are asking appraisers, users of appraisal services, and other
interested parties to consider and respond to our inquiries.
USPAP is now twenty years old. During this time the document has evolved with regular
changes and additions that responded to the needs of the profession. The most recent and
significant changes include the introduction of the SCOPE OF WORK RULE and the new
combined packaging of USPAP with the Advisory Opinions and Frequently Asked Questions.
The USPAP publication cycle is now two years, with the 2008-09 edition in effect until
December 31, 2009. This creates an opportunity for the profession to undertake a broad look at
USPAP and USPAP education and evaluate how well they are serving their purpose and their
varied constituencies.
Both Boards would like to take time in 2008 to expand and enhance their relationships with
appraisers and users of appraisal services who rely on USPAP. We want to hear from all
interested parties, and we will be proactively engaging a wide array of market participants, in
many different forums, to discuss the future direction of USPAP and USPAP education.
Please take the time to think about these questions and provide us with your opinions. This will
be the first step in our major outreach effort to help the Boards stay informed and closely
engaged with the appraisal profession and users of appraisal services. We are excited by this
opportunity to hear from you and to actively engage everyone who is, in any way, influenced by
USPAP.
The ASB had previously asked for your opinions in its research regarding the reporting
requirements of USPAP; this Invitation to Comment replaces that project.
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Our Questions
As stated in the PREAMBLE, the purpose of the Uniform Standards of Professional Appraisal
Practice (USPAP) is to promote and maintain a high level of public trust in appraisal practice
by establishing requirements for appraisers. Appraisal, appraisal review, and appraisal
consulting services have many intended uses, such as those for lending, financial reporting,
estate planning, business acquisitions, tax and litigation services. The fundamental requirement
is that these appraisal services are credible and that communication of the assignment results is
meaningful and not misleading.
All of our questions may or may not be important to you. Please help us by taking the time to
share your opinions on those you believe are important. Our general questions are:
1. The goal of USPAP is to promote and maintain a high level of public trust in appraisal
practice.
a. Is USPAP achieving its goal?



b. If not, why? Please provide examples or explanations.
c. Please describe USPAP modifications or other actions that would help in achieving
the goal.
2. The ASB strives to create understandable Standards for appraisers.
a. Which parts of USPAP do you think are clear? Why?
b. Which parts create confusion? Why?
c. Do you have suggestions on improving USPAP understandability for appraisers?
3. The PREAMBLE states that USPAP is also for users of appraisal services.
a. Is USPAP understandable to users of appraisal services?
b. Does it need to be? Why or why not?
c. Can you show by using examples, the parts of USPAP that are understood by users
and any parts that are not?
d. Do you have suggestions on improving its understandability for users?
4. The AQB Criteria include USPAP education and continuing education requirements.
a. Are the USPAP education and continuing education requirements adequate,
inadequate, too much?
b. Are you receiving quality education?
c. What should be added or changed to enhance the quality of USPAP education?
5. The ASB strives to create enforceable Standards. Please respond to the following questions
if you have experience in enforcement or peer review.
a. Can you give us examples of enforcement successes related to USPAP?
b. Which parts of USPAP present difficulties for enforcement authorities? Why?
c. What would you want to see changed in or added to USPAP to address enforcement
challenges?
6. What methods can the AQB and ASB use to continue to enhance our ability to interact with a
broad constituency of appraisers and users of appraisal services?
7. Are there other comments you would like to share?
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The Schedule
Oral comments on the important issues in this Invitation to Comment are invited at the following
full-day joint public hearings of the ASB and AQB:
• March 3, 2008, in Los Angeles, California.
• June 6, 2008, in Atlanta, Georgia.
Please see The Appraisal Foundation website (www.appraisalfoundation.org) for meeting
details.
If submitting written comments, we hope to have your comments by February 25, 2008, so that
we can consider them at, and in advance, of our Los Angeles meeting. You may submit written
comments by mail, e-mail or facsimile.
Mail: ASB/AQB ‘2008’ Invitation to Comment
c/o The Appraisal Foundation
1155 15th Street, NW, Suite 1111
Washington, DC 20005
E-mail: comments@appraisalfoundation.org
Facsimile: (202) 347-7727
Also, if you have any questions, please feel free to contact The Appraisal Foundation at (202)
347-7722.
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Ann. 07-22: Maximum Financing in Declining Markets (12/05/07)

Amends these Guides: Selling

Introduction

Current home price trends indicate that home values continue to decline in many markets across
the country. As a result, and based on our continued monitoring of loan performance, Fannie
Mae is reinstating a policy to restrict the maximum loan-to-value (LTV) ratio and combined
loan-to-value (CLTV) ratio for properties located within a declining market to five percentage
points less than the maximum permitted for the selected mortgage product.

The reinstatement of the maximum financing policy and the other changes outlined in this
Announcement are necessary in light of current market conditions. These policies are effective
for all loans delivered with application dates on or after January 15, 2008.

This Announcement:
• Establishes restrictions on the maximum financing for properties located in declining
markets;
• Encourages lenders to employ additional tools and processes to validate housing trends;
and
• Establishes criteria for exceptions to the maximum financing policy.

Restrictions on the Maximum Financing for Properties Located in Declining Markets

Selling Guide Part VII, Chapter 1, Section 103.02, Limited Cash-Out Refinance Transactions;
Section 104.09, Maximum Loan-to-Value Ratios; Section 114.03, Mortgage Terms; and Exhibits
1 and 2.

When a property is located in an area identified as declining, Fannie Mae will now require the
lender to offer financing at LTV and CLTV ratios that are five percentage points below the
maximum ratios allowed for the selected mortgage product. For example, when the highest LTV
allowed for a particular mortgage product is 100 percent, maximum financing would be 95
percent if the subject property is located in an area identified as declining. (When the mortgage
is subject to subordinate financing, the CLTV ratio for all outstanding mortgages is used for this
purpose).

Determination of Housing Trends

Fannie Mae strongly encourages lenders to use supplemental sources and tools to independently
assess current housing trends, unless the appraisal indicates that the subject property is located
within a declining market. When the appraisal notes that the subject property is in a declining
market, the maximum financing policy must be applied. When the appraisal does not indicate
that the subject property is locaed within a declining market, Fannie Mae strongly urges lenders



to implement processes and apply supplemental sources and tools to validate current housing
trends and not rely solely on the information reflected in the appraisal. There are several services
available that can be used by lenders and appraisers to assess current housing trends, including:
• S&P/Case-Shiller® Home Price Indices. These indices rely on purchase price and related
information obtained from county assessor and recorder offices.
• Office of Federal Housing Enterprise Oversight (OFHEO) Index. For indications of market
decline, lenders should use the index based on purchase loan data. Purchase-only indexes at the
state level can be found at www.ofheo.gov/download.asp.
• National Association of REALTORS® (NAR) statistics on changes in median prices.
NAR releases statistics on state-by-state existing-home sales and metropolitan area median home
prices each quarter.

In addition, there are several other entities that provide reports that track current home prices on
a subscription/fee basis and may be used at the lender’s discretion.

Mortgage Loans Underwritten through Desktop Underwriter® (DU®). As stated in
Announcement 07-11, Collateral Valuation in Declining Markets, DU will generate a message
on loan casefiles when it appears that the property is located in an area of declining home prices,
or in an area in which it may be difficult to assess home values. In these instances, DU provides
the following message to lenders:

The subject property has been identified as being located in either an area of declining home
prices or in an area where it may be difficult to assess home values. The lender should carefully
review the appraisal to ensure that the appraiser has appropriately analyzed property value trends
and overall market conditions to arrive at the value provided. The lender should request
additional support from the appraiser if it determines that the appraisal does not accurately
reflect current market conditions (e.g. the declining property values field is not checked when
market conditions suggest otherwise.) Please refer to our Property and Appraisal Guidelines in
Part XI of the Selling Guide.

When the lender receives this message, the LTV for the mortgage loan must generally be
adjusted to five percentage points below the maximum for the specific mortgage product.

However, if the lender receives the message from DU but has evidence that the property is not
located in a declining market, the lender may offer maximum financing. Should the lender
choose to offer maximum financing, the lender must be able to provide documentation that
supports its assessment that the property is not located in a declining market.

If the lender has reduced the LTV of the mortgage loan, the lender is advised to resubmit the DU
casefile with the new LTV.

All Other Mortgage Loans. Lenders who deliver loans that were manually underwritten or
underwritten through another automated underwriting system must take appropriate steps to
independently assess housing trends to determine if the appraisal accurately reflects current
market conditions and value. When the appraisal does not indicate that the property is in a
declining market, we strongly encourage the lender to implement processes to verify market



conditions; such processes must include consulting supplemental sources and tools such as those
mentioned above, and requesting additional support from the appraiser. For properties that either
the lender determines to be in a declining market or the appraisal indicates a declining market,
the LTV for the mortgage loan must be adjusted to five percentage points below the maximum
LTV for the specific mortgage product.

Exceptions to the Maximum Financing Policy

The application of the maximum financing in a declining market policy will not apply when the
borrower has an existing Fannie Mae-owned or securitized first mortgage and is requesting a
new limited cash-out refinance mortgage.

Fannie Mae will continue to monitor real estate market conditions and the accuracy of appraisals
on loans we purchase and securitize and may make further changes in the future if necessary.
* * * * *

Lenders who have questions about this Announcement should contact their Customer Account
Team for additional information.

Marianne E. Sullivan
Senior Vice President
Single-Family Credit Policy & Risk Management
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