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When will the last residential trainee turn out the lights? 
Are there any options for residential appraising?
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This article focuses on residential
appraising, which changed sig-

nificantly after licensing. The number
of residential appraisers (licensed and
certified) in California was 6,250 in
1999, 10,581 in 3/08, and 8,450 in
3/12. 

I don't have data for the peak year
of 2007, but the total number of
appraisers peaked at around 20,000. 

In contrast, commercial appraising
has not changed much. You work for
an experienced appraiser, take non-
proprietary school classes, and can
anticipate a long career with a decent
income. 

As you can see in the appraiser
stats below, the number of Certified
General California appraisers has not
changed much between 1999 at 3,928
appraisers, 2008 at 3,537 (after the
peak), and 3/12 with 3,404 apprais-
ers. 

The number of trainees had the
most significant changes, with 1,108
trainees in 1999, 3,152 in 3/08 and
909 in 3/12.

Note: California data is used as it
breaks down licensing status. 

Who cares about the past?
This article looks at how appraiser

training has changed since appraisal

licensing. 
All appraisers look at the past,

using comps. The past is often used
to predict the future. 

Understanding the changes can
help to figure out a future.

Who cares if there are no trainees?
We will all make more money

when fees go up due to the shortage
of appraisers, looking at just solo
appraiser firms. 

But, the most money is made by
appraisers with larger appraisal firms.
I made more money when I had
trainees and experienced appraisers
working for me than when I down-
sized to just myself and a part time
assistant. 

Huge ups and downs in residential
appraisal demand - the primary
problem, not money

This is my 3rd appraisal down
cyle. In the early 1980s interest rates
were over 18% and there was very
little lending. I left appraising  to

work as a corporate real estate man-
ager for a biotech company. In 1986 I
started my appraisal business and
was overwhelmed with work as there
were few appraisers left. 

In the mid-1990s, my work
dropped to nothing, I laid off all my
staff, and almost had to declare bank-
ruptcy. I quit doing residential lend-
ing in 2005. It was a tough decision,
but I hated the extreme cycles. 

During the current down cycle my
fees went down, but I still had
enough non-lender work since I do
both commercial and residential
appraisals. 

I remember sitting at a session of
the Appraisal Qualifications Board in
San Francisco many years ago, listen-
ing to the new proposed requirements
for licensing. I was one of the few
asking what happens when the
demand for appraisals drops off. 

I had hired two trainee appraisals
before licensing. One worked for me
a year. The second worked for me for
7 years. I had to let both go when
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business declined significantly. I
decided to never hire another resi-
dential trainee. 

I went out with them on every
appraisal that they did. I was not
willing to sign that I had inspected
the subject when I had not. Getting
new appraisers on a lender approved
list was very hard. 

Now fee appraisers have to train,
hire and fire trainees. That's what
lenders used to do. They have a lot
more money and options than fee
appraisers. 

Money - another issue
I do both commercial and residen-

tial appraisals. 
Most commercial appraisals have

always been done on a bid basis. For
example, bids could range from
$2,000 to $4,000 on the same
appraisal. When work was slow, fees
dropped. When work was very
strong, fees went up. Appraiser quali-
fications and reputation are also
major factors in getting an assign-
ment. Not much has changed. 

In sharp contrast, pre-licensing res-
idential fees had minimal changes,
even when there was very little work
available. For example, a typical
range of fees from $300 to $350. The
market for residential appraisals was
not price sensitive.

Now, with AMCs, there is substan-
tial fee competition. Unfortunately,
fee and turnaround seem to be the
only criteria for getting an appraisal
assignment. There are some reviews
on them done by appraisers, but not
many. 

Appraisal fees for both residential
and commercial are now based on
supply and demand. 

Low fees - effects on trainees
With AMCs taking over about 80%

of appraisal business and very low
fee appraisals in many areas now,
there is no incentive for someone to
become a trainee. For the fee apprais-

er, the AMC fee is so low there is no
reason to split it. 

An easy short term solution that can
be done now

Lenders allow trainees and licensed
appraisers to sign reports. That can be
done now.

What about using the deminimus
level to significantly lower the
number of appraisals required?

The deminimus is $250,000
(appraisals are not required below
that transaction level). 

The only reason appraisals are done
below over that limit is that Fannie
and Freddie require it. 

Fannie and Freddie can drop to the
deminimus level. This will affect
high cost areas. 

There would be significantly less
need for appraisers.

This could take a while to change,
as Fannie and Freddie are in trouble.
Their investors may not allow it.  

Changes in the demographics of
appraisers

When I started my business in
1986, there was a survey by the
American Institute of Real Estate
Appraisers saying the average mem-
ber age was 52. Now the average age
is 58. Of course, this is nothing new
for lots of industries. Many Baby
Boomers are not retiring at 65. 

In 2010, per an AppraisalWorld
survey of appraisal age:
Under 25 0% (number too small)

2010 2008
25-29  2% 6%
30-39 16% 22%
40-49 29% 30%
50-59 33% 31%
60-69 17% 9%
70+    3% 2%
Appraisers over age 50 was 53% of
the appraiser population in 2010. 

In the same survey of number of
years appraising:

2010 2008
Under 1 year 1% 1%
1-5 years 8% 22%
6-10 years 28% 27%
10+ years 63% 50%

The changes from 2008 in both age
and years of experience was because
newer appraisers had a more difficult
time surviving in the slowdown. 

This is a good example of hiring
and firing of new appraisers. 

The data from California is useful,
as it is a large state and has all cate-
gories of licenses, including trainees. 

As you can see below, the number
of appraisers has changed significant-
ly since 1999. I was unable to find
data prior to 1999. 

I don't have data for the peak year
of 2007, but the total number of
appraisers peaked at around 20,000. 

3/9/2012 - 26% decline in 3 years
Trainee (AT) - 909 
Licensed (AL) - 2,205 
Certified Residential (AR) - 6,245 
Certified General (AG) - 3,404 
Total: 12,763 

11/30/09
Total: 15,625

3/10/2008
Trainee License (at) 3,152
Residential License (al) 4,337
Certified Residential (AR) 6,254
Certified General (AG) 3,537
total 17,280

Peak of the number, sometime in
2006, was about 20,000 appraisers in
California.

11/28/05 total - 18,205
4/3/03  total - 12,167
4/4/00 total - 11,656
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5/14/99
Trainee License (at) 1,108
Residential License (al) 1,817
Certified Residential (AR) 4,433
Certified General (AG) 3,928
total 11,286

Changing from staff to fee
appraisers 

Prior to licensing in the early
1990s, new appraisers were trained
by lenders or other institutions. 

The trainee appraiser received a
reasonable salary that was not based
on production. Even now, when most
staff production appraisers are paid
on commission, they have a "base
salary". 

Training was done by the lender or
assessor's office or other institutions.

Classes were available from pro-
fessional appraisal associations,
which focused on appraising, not
how to fill out a form.  

Obtaining employment with a fee
appraisal company was very difficult,
with limited opportunities. They
often chose relatives or friends. My
first residential trainee was a friend. 
Shift to self employment - from pro-
fessional appraiser to a way to make
money

When I was a staff appraiser, I did
not focus on how much money I
made. Instead, I focused on becom-
ing a good appraiser. Like other types
of employment, some appraisers
moved from residential to commer-
cial appraising, or into management.
Some appraisers became fee apprais-
ers. 

Now, trainee income is based on
production. The faster you complete
appraisals, the more money you
make. Fee splits are relatively low. 

If you don't have income security
when you are a trainee, you focus on
getting hours to become certified.

Who would be attracted to a career
where you had to work for a low
income for several years for another

fee appraiser. There are very few
staff appraiser opportunities. This
severely limits the number of people
interested in becoming appraisers.
Most people prefer being an employ-
ee. It is much, much easier. Your job
ends at the end of the day. 

Differences between pre and post
licensing appraisers

When I speak to and write for
appraisers now, I have to see how
long they have been in the business. 

There are two very different groups
of appraisers. Those that started
before licensing, typically as lender
staff appraisers. And those who start-
ed after licensing, who typically
worked for fee appraisers. 

There is a very wide range of edu-
cation and training within the post-
licensing group. The pre-licensing
appraisers are similar, as they had
much more consistent training and
education.

I really feel sorry for appraiser who
received inadequate education and
were not well trained. It was not their
fault. 

Unfortunately, many were trained
by mortgage brokers and underwrit-
ers, learning how to do "vanilla"
appraisals that no one complained
about. I don't have any answers for
what to do about this. It is much easi-
er to learn how to do something
properly, including appraising, than
to re-learn about appraising, and   re-
learning takes a lot of motivation.    
Role of appraisal associations - pre
and post licensing 

Pre-licensing, most appraisers
belonged to a professional appraisal
association, such as NAIFA, ASA,
AIREA, ASA, or SREA.

In some areas of the country, work
was tough to get if you were not des-
ignated or working towards a desig-
nation. Most chief appraisers were
designated, so it was very important
for fee appraisers. 

If you were a trainee at an ethically
challenged sweat shop, when you

went to your first appraisal associa-
tion meeting you knew you were not
being trained correctly.  

Post licensing, relatively few resi-
dential appraisers attended chapter
meetings, if there were any in your
area. It was much harder to find out
if you were being trained improperly.
Training - pre and post licensing -
shift to fee appraisers

Prior to licensing, most appraisers
were trained by lenders and other
institutions, receiving a specified
salary. Trainees had supervisors and a
training program. Few were sent out
in the field with just a clipboard,
measuring tape, and a pencil.
Relatively few worked for fee
appraisers.

Unfortunately, after licensing and
the shift away from training by
lenders, the search for trainee "hours"
became very important. Training
experience, appraisal skills and avail-
able time varied widely among super-
visory fee appraisers. 

Many new appraisers were trained
by mortgage brokers and underwrit-
ers to produce "generic" reports that
didn't say much, particularly negative
factors. Mortgage brokers needed
these types of reports and specific
values to close their deals. 

Lenders outsource producing,
ordering and managing appraisals

Over the past 20 years or so there
has been considerable consolidation
of lenders. These mergers make man-
aging fee panels very difficult. They
outsourced appraisal production to
fee appraisers. Over time, since
licensing started, almost all apprais-
ers are fee appraisers or work for
appraisal firms.

AMCs, mostly lender captive
AMCs, took over more and more of
appraisal management. Since the
HVCC, about 80% of residential



Licensed appraiser: 30 semester
credit hours of college level educa-
tion from an accredited college, or
university OR an Associate's degree
or higher (in any field).

Trainee: no requirements
Why would a college graduate go

through so many hours of low paid
work "getting hours" to get a residen-
tial certification and then have to quit
during the inevitable slow time?

Licensed vs. certified - low demand
for licensed appraisers - business
issue

Currently, there is limited work
available for licensed appraisers.
FHA does not allow licensed apprais-
ers on their roster. Many lenders will
only accept work from certified
appraisers.

Lenders could change this require-
ment. 

Trainees can't sign reports on their
own - business issue

Who can sign reports is decided by
clients and the trainee's supervisor,
not appraisal regulations. 

When I started my business it took
a long time to get my trainees
approved by lenders. But, most
appraisers were staff appraisers for
lenders. 

Now many lenders don't want
trainees to sign.

Lenders could change this require-
ment.  

Limitations on supervisory
appraisers

A Supervisory Appraiser may not
supervise more than three Trainee
Appraisers at one time, unless a state
program in the licensing jurisdiction
provides to progress monitoring,
supervising certified appraiser qualifi-
cations, and supervision oversight
requirements for Supervisory
Appraisers.

Both the Trainee Appraiser and
Supervisory Appraiser shall be
required to complete a course that, at
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appraisals are managed by AMCs.
This means more volatile income

for appraisers and reduced fees when
there is an oversupply of appraisers
willing to work for low fees. Trainees
get way too low of a fee split
amount.  

Getting lender work - pre and post
licensing

Pre-licensing, appraisal ordering
was much more local, even for large
lenders such as Bank of America. Fee
appraisers were selected by chief
appraisers based on their experience,
education, and training. Appraisal
samples were reviewed before
putting an appraiser on a list.

Post licensing, you could use any-
one who was licensed or certified.
No hassles about figuring out who
was qualified and who wasn't. The
number of lender chief appraisers
kept getting smaller and smaller.
Someone at the lender may have
reviewed sample appraisals.
Residential appraisals became gener-
ic. Appraisers were seen as all the
same. 

Appraisal reviews - pre and post
licensing - shift to more problematic
appraisals

Pre-licensing, when I did quality
control reviews as a fee appraiser, I
often knew the appraisers personally.
They were easy. 

After licensing, I soon quit doing
field reviews as the appraisals had
way to many problems and took too
much time. It was harder than doing
the appraisal myself. The appraisers
had problems with their appraisal

skills. I kept getting bad appraisals.
The worst was failure to disclose a
problem. For example, appraised a 4
plex as a single family home so the
borrower could get a lower rate. Or,
maybe the appraiser was just really
stupid. 

Education - pre and post licensing -
shift to proprietary schools

Pre-licensing, many junior colleges
had basic appraisal classes for real
estate agent licensing. 

Almost all the other education
came from the professional appraisal
associations. Education was similar
in quality and subject matter, with
experienced appraisers teaching
somewhat standard subject matter. 

Since education was not required,
appraisers took classes and seminars
because they wanted to be better
appraisers, not just to get "hours". 

After licensing the professional
appraisal associations opted out of
basic education, leaving instruction to
proprietary schools. The associations
continued to focus education for  get-
ting designations. 

Since the associations did not offer
classes that corresponded to licensing
requirements, I was unable to refer
new appraisers to them. 

Distance education was particularly
bad for trainees, as they did not get a
professional orientation to appraising
and had very limited contact with
other appraisers. 

What does this mean? Appraiser
education for trainees did not focus
on becoming a professional appraiser.
Instead, there was focus on form fill-
ing and passing the exam. 

Education - College degree for
certified require on 1/1/2015

The AQB new requirements go into
effect in 2015. 

Certified residential and Certified
commercial:
Bachelor's degree or higher (in any
field) from an accredited college or
university.
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a minimum, complies with the speci-
fications for course content estab-
lished by the AQB. The course will
be oriented toward the requirements
and responsibilities of Supervisory
Appraisers and expectations for
Trainee Appraisers. The course must
be completed by the Trainee
Appraiser prior to obtaining a
Trainee Appraiser credential, and
completed by the Supervisory
Appraiser prior to supervising a
Trainee Appraiser.

This makes hiring armies of
trainees when business is strong
more difficult, if you want to adhere
to the requirements. In the past, that
was how high volume periods was
handled, for both lenders and fee
appraisers. 

What about schools that include
practical appraisal training?

When I was in college, I spent
many afternoons in labs for my sci-
ence classes. When I graduated, I
had the skills to work in various
types of labs. 

A while ago, in California, several
proprietary schools offered both
classroom and practical training. It
was funded by workers compensa-
tion. The schools closed when there
were few jobs for appraisers when
they graduated. 

The AQB set up a practicum
option, where appraisers could get
practical training. No one has done it
because it is too much of a hassle for
them.

A 6/11 report, "Training the next
generation of appraisers" written by
Joan Trice with input from one direct
lender and appraisers employed by
AMCs, includes a proposal for after
2015, when college degrees are
required for certified appraisers. In
their proposal, certified appraisers
would have 2 years of classroom and
1 year of case studies, and 1 year of
field experience (internship). Of
course, setting this up is unlikely, but

may happen. They also propose a pre-
2015 Uniform Training Program. 

What about trainee income?
Trainees will only be hired when

fees are up. When fees go down, they
will be laid off. There is very little
incentive to train an appraiser. 

This will make the trainee market
much more volatile, as it is affected
by both volume of work and fees. 

Why would anyone hire a trainee?
My pre-licensing trainees made

money  for me and did not become
independent appraisers. I only hired
people who did not want to be self
employed. There was no pressure to
quit to start a new business as I pro-
vided the appraisals for them.

Now, there are no good reasons for
a fee appraisal company to hire a resi-
dential trainee.

Why would anyone be a residential
appraiser trainee?

Before the change to using certified
appraisers, and the AQB increased
requirements, no college education
was required. Appraising was a great
way to make money. 

As of 1/1/12, if nothing changes,
those without degrees cannot become
certified. This severely limits the
number of available trainees. 

Who will do the training?
Fee appraisers are not set up for

training. They lack time, training in
teaching, etc. 

Currently, the only solution I see is
for AMCs and/or lenders to hire
trainees. 

So, what's the answer for trainees?
Sorry, I don't have any good ideas

for training, longterm.
Lenders and AMCs don't want to

train appraisers, although lenders
trained in the past. They are not set up
with appraisal departments that can
manage, train, and supervise trainees. 

What worked well, pre-licensing,
training by lenders, would be very dif-
ficult to bring back. Today, they
would probably have to be approved
by the AQB. 

Schools offering practical training
did not last. 
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gotten orders missing property
addresses and even contact phone
numbers), and respond both quickly
and thoroughly to my requests for
information; and didn't apply the
take-or-leave fee choice. But those
are all business decisions that are the
client's right to make. All the supplier
can do, boiled down, is take-or-leave.

However, the last dislike--that a
client AMC (or any other client for
that matter)--requires the appraiser to
modify the results, if the "to their lik-
ing" part means putting the arm on
the appraiser to change the value esti-
mate, is a problem; appraisal stan-
dards, the AMC industry's standards,
appraiser licensing and AMC regis-
tration acts, as well as state and fed-
eral statutes and banking agency reg-
ulations make it clear. But that does
not mean that an AMC representa-
tive, underwriter, or mortgage broker
cannot ask the appraiser for addition-
al underwriting-related questions.
Because, they are the client.

And yet some of these questions
truly dip so far below the relevancy
quotient as to demand supplier push-
back. Eye rolling and thoughtless
client stories in these cases really
aren't satisfying enough.

Why clients ask dumb questions
Call them feeble, slow-witted,

featherbrained, dull, uninformed, or
dumb there are at least eight (8) over-
arching reasons why clients always
seem to be asking for more.

1. Non-valuation motives. 
Sometimes clients ask for informa-

tion seemingly unrelated to anything
related to collateral valuation. Early
in my career the mortgage arm of an
insurance company required the
appraiser to note if the property was
within 200 feet of a fire hydrant.

By Jeff Schurman, Leading
Cause, LLC

Editor's Note: use this article to help
understand your AMC clients. Very
few residential appraisers can be suc-
cessful without AMC work. Know
your clients.

Arecent survey of designated
appraisers is instructive about

what some appraisers really dislike
about the appraisal management
industry. According to the survey,
The State of the Appraisal Analysis
Industry, nearly 50% of the respon-
dents who've accepted AMC assign-
ments judged their relationships with
those AMC's to be unsatisfactory. 

Some of what they didn't like about
to their (AMC) client(s):
- The client AMCs managed the
ordering and placement of the
appraisal services
- The client AMCs often did not pro-
vide the appraiser sufficient informa-
tion;
- The client AMCs was unresponsive
to the appraisers questions;
- The client AMCs dictated the
appraisal fees; and 
- Some client AMCs required
appraisal results to be modified to
their liking before the practitioner
was paid. 

Fair enough. I too have clients. My
main beef is when they ask for a pro-
posal and don't give me the job fast
enough. Why are you waiting,
thoughtless client?!? 

Of course, I'm kidding. That is
their right as... well... the client.

Yes. It would be nice if clients
place job orders faster; relinquish
order control to me; provide the
information I need (in years past I've

They used this information to cross-
sell homeowners insurance policies.
Another required (first) two, then
three, then four original hard copies.

2. Specialty-lender motives. 
A do-it-yourself kit home lender

required comments concerning the
pride of workmanship (from the
"green side up" (a sod reference)
underwriter crowd). They also asked
where building materials were being
stored; sometimes if the shingles
were correctly installed if the photos
seemed to suggest otherwise.

3. The persnickety investor. 
The GSEs don't have a lock on the

market for questionable questions.
Oftentimes private investors bedevil
lenders and appraisers with questions
of seemingly little value to the over-
all valuation of the collateral proper-
ty. "This is an investor requirement"
is a shop worn phrase, often accom-
panied by "Is this the investor who
requires it?" in the thought bubble.
The sheer possibility of an investor
addendum conjures a fair share of so-
called investor-requirement queries.

4. Loan buy-back demands.
The Death Star in the underwriting

universe is the loan buy-back
demand. Whether worthy of panic or
urban legend, underwriters of every
housing cycle have cited buy-backs
as justification for questions good or
bad. Often bad. And often uncalled
for as it turns out. If the historical
foreclosure rate (before the bubble
burst) hovered around 1-2 percent or
so, not only was/is the legitimate
chance of a buy-back low, by the
very nature of dumb questions the
chance of a buy-back for the under-
writer equivalent of an undotted I or
uncrossed T is negligible.
5. Uninformed, misinformed

8 Reasons why AMCs ask dumb questions
From an industry insider’s view
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appraisal reviewer. 
It happens. A lot, if the survey ref-

erenced herein and the blogs/forums
in the appraisal trade are to be
believed. Sometimes people request
additional information or clarification
of perceived shortcomings in
appraisals, and more often, in the
property itself based on photos,
appraiser boilerplate, and/or property
specific comments. And some of
them sound dumb to the appraiser on
the ground five-states away. One
time I got a call from a customer
demanding the appraiser remove the
term "Polish Hill" from an appraisal
of a property in the Polish Hill neigh-
borhood of Pittsburgh. They ruled it
discriminatory. And that their
investor would demand a buy-back!
Appraisers reading this have tons
more and better examples of dumb
questions. It happens.

6. Dumbness on the altar of
consistency. 

AMCs especially are prone to this.
One of the AMC industry's value
propositions--at least to the AMC
industry and centralized national
lenders--is that they're able to deliver
appraisals that are (cosmetically)
consistent throughout the U.S. Which
has some merit. Appraisals in some
parts of the country do bear cosmetic
differences than in other parts.
Whether it is due to the form-fill
software they use, the typical vs.
non-typical nature of the subject
property, urban vs. rural location, and
at least in the early days of form-fill
typed vs. hand-written, anyone who's
reviewed large numbers of appraisals
will tell you there are differences
from place to place. Add to that dif-
ferences in the special requirements
(or supplemental standards) among
lender-clients and this "inconsisten-
cy" notion does carry some weight.

7. That's what we did at my last
workplace. 

As underwriters and appraisal
reviewers (of the cosmetic quality
control variety) move from employer
to employer they bring with them the
procedures and preferences of the
past employer(s) to their new situa-
tion. Then they train their subordi-
nates to the standards indoctrinated
by the Ghost of Employers Past. Like
government interventionism and
income tax rules these often-false
needs for clarification and additional
information accumulate over time
and before we know it become the
law of AMC/underwriter land. This
phenomenon goes hand-in-hand with
the seventh and last (for now) over-
arching reason why clients always
seem to be asking for more:

8. The exception becomes the new
rule.

I once got a call from an irate
underwriter reporting that an apprais-
er in the Chicagoland area fell part
way through the attic floor. Seems he
was investigating evidence of a leaky
roof when his foot slipped off the
joist. She wasn't so concerned about
the appraisers health as she was
about how my employer would guar-
antee that such an event never hap-
pens again. As if a policy, Never fall
through ceilings! would take care of
it. 

I can see it now:
- Addendum request: "Have the
appraiser verify whether or not s/he
went into the attic, and if so, if s/he
fell through the floor." 
- Addendum to the addendum
request: "Did s/he not fall through
the floor because s/he did not stum-
ble? Or because the floor is finished?
And if it is finished is it plywood,
hardwood, or other??" 

Yes. It does happen. A lot. Just the
other day an appraiser shared with
me that an AMC rep called him to
verify the brand of kitchen appli-
ances and bathroom fixtures in a

newly-built mansion.
There are plenty more reasons why

both AMC and mortgage underwriters
ask dumb questions. And as aggravat-
ing as this can be it is the right of
every client to pose such questions. In
our non-work roles as consumers of
goods and services we too ask dumb
questions sometimes. Sure, the waiter
my roll his eyes or relay the latest
thoughtless customer story to the
kitchen staff. But as the customer isn't
that our right? 

Putting the arm on the supplier to
do something unethical - or illegal - is
another story. Clients must monitor
what their representatives say and
how they treat suppliers. They need to
train their fee panel managers, pro-
curement, quality control, sales and
marketing, and operations staff people
the difference between appropriate
and inappropriate conversation,
including requests for additional
information that dip below the rele-
vancy quotient.

About the author: 
Jeff Schurman is the executive

director of Leading Causes LLC
(www.leadingcauses.com), a leader-
ship and business development advi-
sory firm that helps mortgage lenders
and third-party service providers to
assess strategic, operations, reputa-
tion, reporting, and compliance risks
that accompany sourcing of real estate
mortgage settlement services. 

He is the editor of the Mortgage
Third Party Risk Blog (www.mort-
gagethirdpartyriskblog.com), and the
former executive director of the Title
Appraisal Vendor Management
Association. 
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By: Liability Insurance
Administrators

When an appraiser reports a new
claim, one of the first ques-

tions he or she asks is, "What hap-
pens now?" After we explain how the
litigation will be handled, and what
will be expected of the appraiser dur-
ing the course of the lawsuit, we
inevitably get into a discussion about
settlement. Many appraisers are
afraid that the insurance company
will pay to settle just because a claim
has been made. That is not the case.
There must always be a strong reason
for settlement to be an option. Most
of the time, a claim is settled because
after careful analysis and review, it is
determined that the appraisal in ques-
tion cannot be supported. If that is
the conclusion reached, then efforts
from that point forward are designed
to put the case into the best posture
for settlement. Sometimes a case is
settled for other reasons, such as eco-
nomics or the personal desire or cir-
cumstances of the insured. In this
article we will look at some actual
claims from the LIA archives and
discuss the facts and circumstances
that made settlement the best, and
sometimes only, option.

Tell Tale Claims...
It Does Not Help When You
Appraise The Wrong Property

In a Nevada case, the insured was
asked to appraise 5.75 acres of
vacant land. He estimated value to be
$1.68 million "as is" in November of
2007. The bank agreed to loan
$350,000 to the borrower to acquire
the property. At the time, this same
borrower was in default to the bank
on another loan they had made to
him in 2005. The bank agreed to loan
this borrower another $850,000,
secured by the subject property, in
order to give him the capital neces-
sary to repay the first delinquent
loan.

Not surprisingly, the borrower
defaulted on both new loans quickly.
The bank foreclosed and determined
that the value of the subject property
was much less than the insured's esti-
mate had been in 2007. The bank's
expert did a retrospective review and
determined that actual value, in
November 2007, was only $350,000.

After some investigation by the
defense, it was determined that plain-
tiff's expert was probably right. The
insured was only given a few days to
turn around this assignment. He went
out to the general area where the
subject property was supposedly
located, but he was never quite sure
where the boundaries were of the lot
he was supposed to appraise. He
looked at a lot that had paved road
access and utilities. The subject lot
had dirt road access and no utilities.
The appraiser was in a rush, so he
accepted comparable sales provided
to him by the borrower and did not
have the time to verify those sales or
to look for any others.

The property was resold in 2009
for $300,000, so the bank claimed a
loss in excess of $850,000. The

insured's policy had a limit of
$300,000. This was a case where set-
tlement was the only option. If the
insurance company proceeded to
defend the case there would have
been little left on the policy to pay
any judgment at trial.

The defense was able to negotiate
a settlement for under $300,000, less
than 1/3 of the bank's loss. It was
pointed out that the bank loaned
money to a borrower who was
already in default on another loan.
That was not a prudent lending deci-
sion and the bank had to accept a
large percentage of responsibility for
its own foolish lending decisions...
but the insurance company also had
to pay for the insured's mistakes.

Trainees Can Get You Into Trouble
An insured in North Carolina

allowed a trainee to do a substantial
amount of work on an appraisal of a
single family home. The trainee went
out to measure the property and
found square footage to be 2,130
square feet. Her estimate of value
was $350,000, as of May 2005.
When the trainee went back to the
office to prepare her report she
"manipulated the software" so that
the footprint of her sketch matched
the square footage figures in her
notes. While doing so, she inadver-
tently inserted an additional 10 feet
of wall space into the program,
which caused the overall square
footage to be overstated. The trainee
then apparently provided a copy of
the appraisal directly to the borrow-
ers during escrow, as was evidenced
by a handwritten email address on a
document found in the file.

In January of 2009 the homeown-
ers had a refinance appraisal done.
This new appraisal estimated value
to be $250,000, based on 1875
square feet. The owners sued the
insured seeking damages of over
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$102,000. When looking over the
work file, the appraiser immediately
saw her mistake. Liability was clear.
The borrowers had gotten a copy of
the appraisal prior to closing and said
they relied on the appraised value to
confirm they were not paying too
much for the home.

The defense did have some argu-
ments to make as to damages. The
plaintiffs' own appraisal expert said
that value of the home in May of
2005, assuming the lower square
footage, would have been $335,000.
That is only $15,000 less than the
original appraised value and the actu-
al purchase price. Plaintiffs were
seeking to recover over $100,000 to
compensate them for the general
decline in the market since their
2005 purchase. During mediation,
the mediator was able to convince
the plaintiffs that their damage
claims were unreasonable and the
case was settled for $15,000.

You Can't Always Rely On The
Work Done By Others

An appraiser in California was
hired to do a review of an appraisal
of vacant land zoned for multi family
dwellings. The original appraisal had
estimated value to be $2.5 million as
of April 2006. The insured concurred
with this value. Plaintiff was a pri-
vate lender who agreed to loan
$1,275,000 to a developer. There was
a first payment default. Plaintiff got a
new appraisal that said the value of
the property was only $1 million.
The property was ultimately resold in
2009 for only $250,000. Plaintiff
sued both the original appraiser and
the review appraiser seeking dam-
ages in excess of $1.2 million.
It quickly became obvious that nei-
ther the original appraisal nor the
review could be supported. The orig-
inal appraiser used superior comps
and it was arguable that those were
the best sales available at the time.
The problem was that the appraiser
then adjusted those sales in the

wrong direction, thereby inflating his
value. This mistake was not caught
by the reviewer. In addition, it was
discovered that the property had been
"flipped". It had been purchased in
February 2006 for $970,000 and then
sold only two months later to the
borrower for $2.5 million. Neither
appraiser had found that prior sale.
To further complicate matters, the
original appraiser had retired in
2007, shortly after the appraisal was
done. He had no insurance when the
lawsuit was filed and threatened to
file bankruptcy if he was not dis-
missed.

The defense argued that the proper
measure of damages was the differ-
ence between the loan amount
($1,275,000) and the value at the
time of foreclosure ($1 million). It
was not the fault of the appraiser that
the market for vacant land had plum-
meted and that the property could
only be sold for $250,000. Further,
the defense argued that the first pay-
ment default showed that the lender
had done faulty underwriting, so the
damages had to be reduced by some
percentage of comparative fault.
After lengthy negotiations, the case
was settled for $150,000. The origi-
nal appraiser paid $25,000 out of his
pocket.

Settlement Is Not Always The
Carrier's Idea 
New York: 

Settlements are often instigated,
encouraged and even demanded by
an insured, even if the insurance
company has other ideas and wants
to defend. In one case from New
York the insured did a very high dol-
lar appraisal of commercial property.
His value estimate was $8.6 million,
as is, and $16.7 million, as complete.
The bank loaned $11 million and
claimed a loss of over $5 million.
Before an answer had even been
filed, the bank demanded that the
company pay the insured's $1 million
policy limit to settle. Before paying

that amount, the defense did some
investigation. While there were some
problems with the appraisal, it
became clear that the Bank had big-
ger problems and that their own loan
officers had clearly been involved in
a fraud.

Despite mounds of exculpatory evi-
dence, the bank continued to demand
policy limits to settle. The insured
then jumped on the band wagon and
demanded, in writing, that the insur-
ance company pay up to $1 million
so as to avoid him being exposed for
anything beyond the limits of the pol-
icy. The insured even hired his own
personal counsel and this attorney
sent a letter demanding that the carri-
er pay. Defense counsel and the carri-
er believed in the merits of the
defense. While settlement was not
ruled out, the claim was not worth
policy limits. All of the defense argu-
ments were set out during mediation
and the mediator agreed that the
defense arguments had merit and that
the bank had big problems with their
case. The mediator placed the "value"
of the case at $200,000. The carrier
quickly agreed to pay that amount
and the bank came on board soon
thereafter. The carrier's patience and
good defense work saved a great deal
of money.

California: 
In California, a lawsuit was filed

by some borrowers because they dis-
covered that an addition to their
home had been built without permits.
The appraiser had photos of the addi-
tion attached to the appraisal. He
commented that the additional square
footage was finished in a quality
manner so it was given value. "The
appraiser went on to note... according
to seller the addition was constructed
with all necessary building permits
and to code. The appraiser has not
verified this information..." The
defense did not think the appraiser
had any liability in this case. The
defense expert fully supported what



PAGE 10–©Appraisal Today–April 2012

had been done by the appraiser and
supported the value stated in the
report. It appeared that the buyers'
motivation for bringing the lawsuit
had to do with putting pressure on the
seller to forgive a second/carry back
loan that was soon coming due and
payable. The appraiser sat on the side-
lines hoping that the buyer and seller
would work something out so that we
would avoid the cost of trial. A short
time before trial was to commence,
the plaintiffs wanted to depose the
insured. At this time the appraiser
confessed that he had not done the
inspection of the property. He had
sent a trainee to do the inspection and
had signed the report as if he had
inspected. The trainee had not even
been mentioned in the appraisal. The
appraiser was desperate to settle so he
did not have to admit this in his depo-
sition. At a mediation that took place
soon thereafter, the case did settle.
The seller forgave part of the out-
standing loan balance and the insur-
ance company paid $7,500 to avoid
the costs of completing discovery and
proceeding to trial. The Release of All
Claims signed by the plaintiffs includ-
ed a promise they would not make
any complaints to the state licensing
board.

Home Colorado: 
A Colorado insured was involved in

a large lawsuit involving 30 plaintiffs
and more than 20 defendants. The
plaintiffs had all bought second
homes within the same subdivision.
They claimed that the builder/devel-
oper fraudulently induced them to pay
more for the homes than they were
worth, that he falsified their loan
applications and that he secured
inflated appraisals to make the deals
work. Throughout the course of the
long and arduous discovery, we con-
firmed that the insured had only done
one appraisal in this subdivision. His
appraisal was done in connection with
a sale that had fallen out of escrow.
The appraisal done by this insured
was not used in connection with any
sale or with any loan.

Defense counsel tried for months to
get a dismissal but plaintiffs' counsel
was unwilling to agree. The insured
was livid about the whole thing. He
was ill and on oxygen. His appraisal
business had fallen off due to the
economy and to his illness and he was
about to close his doors. Medical bills
were piling up and he was speaking to
counsel about possibly filing for
bankruptcy.

This case was defensible and we
likely could have filed a successful
motion for summary judgment.
However, the judge ordered that no
such motions could be filed until dis-
covery was complete and that day
was a long way away. The carrier
authorized settlement for $10,000 to
avoid the cost of going forward to
buy the insured the peace of mind that
he was so desperately seeking.
Conclusion

The decision to settle any claim is
never a decision made lightly. Only
after careful consideration of all fac-
tors involved does the carrier agree to
pay. If an appraiser has questions
about settlement and why a case
would or would not be settled, he or
she needs to raise those questions
with defense counsel.

Copyright 2011. Liability Insurance
Administrators, www.liability.com. All
rights reserved. Reprinted with per-
mission

http://www.liability.com
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26 real estate transactions. Most of
the residential properties involved in
the mortgage fraud scheme are in
foreclosure.

Pursley conducted appraisals on 14
residential properties for Walker
Realty in which he falsely inflated the
property's appraised value to support
the artificially inflated sales price.

PN appraiser sentenced to 20
months in prison

This was a scheme whereby opera-
tors and employees of First
Advantage Mortgage Company,
which was based in Lake Ariel and
later Hamlin, Pennsylvania, and had
an office in Old Forge, Pennsylvania,
used false appraisals and false docu-
ments, including false W-2 forms,
false real estate appraisals, and false
employment records, to qualify cus-
tomers for inflated mortgages and
loans during 1999 through 2005.

Richard Woods, a former real estate
appraiser, was sentenced to 20
months in prison.

Chicago appraisers - one guilty, one
not guilty

Charles Murphy and John Farano,
two Chicago, Illinois, lawyers are
among four defendants who were
found guilty of participating in a $9.2
million mortgage fraud scheme by a
federal jury after a nine-week trial.  

All four defendants were convicted
of multiple counts of mail and wire
fraud, and three of them on other
related charges, for their roles in a
scheme that allegedly netted them
approximately $5 million in fraudu-
lently obtained loan proceeds. Two
other co-defendants previously plead-
ed guilty in the case and testified as
government witnesses. A fifth defen-
dant who went to trial was acquitted
on the only charge against him, a sin-
gle count of mail fraud.

According to the evidence at trial,
between 2002 and November 2006,

codefendant, Eugene J. Lockhart, Jr.
Moorman understood that Lockhart,
Jr. would use the appraisal to justify
an inflated $400,000 sales price. In
November 2007, Moorman surren-
dered his appraisal certification. 

My comment: I couldn't find any
information about his sentence. 

MO appraisers convicted and one
got only $3,900 for 13 appraisals
($325 per appraisal)

Charles E. Walker, 58, and his wife,
Linda F. Walker, 59, and their son,
Lee Edward Walker, 36, all of
Monett, Missouri, who were all
involved in a Springfield, Missouri,
real estate company were sentenced
in federal court for their roles in a
nearly $11 million mortgage fraud
scheme that involved more than two
dozen residential properties and
earned the family more than $1.3 mil-
lion in illicit profits.

Co-defendants Vincent Cantrell, 42,
and Charles V. Pursley, 84, who were
both certified appraisers, prepared
falsely-inflated appraisal reports to
support the artificially-inflated sales
prices of the homes being purchased
in the mortgage fraud scheme.

The U.S. Attorney's office says 42-
year-old Vincent Cantrell pleaded
guilty Thursday to participating in a
conspiracy to commit wire fraud.
Prosecutors say the scheme involved
more than two dozen residential prop-
erties.

Cantrell admitted that he used arti-
ficially inflated prices suggested to
him for his appraisals rather than con-
ducting his own appraisals. He was a
certified appraiser for Charles E.
Walker Realty at the time.

Cantrell was paid $3,900 for 13
artificially-inflated appraisal reports
for 12 properties, his only profit from
the scheme.

His co-conspirators received about
$4.3 million in proceeds from at least

These court rulings are from the
past 6 months. I doubt if any of the
appraisers got more than their stan-
dard fees. 

Check out the dates of the time
when the appraisals were done. Most
were in the past. Don't let your E&O
lapse! 

Mortgage scams are still continu-
ing. Don't get caught up in them just
to make some money. 

Below are quotes from the FBI
press releases and some newspaper
articles. To get more information just
google the appraiser's name. 

Very few appraisers get more than
their standard fees. Two of the
appraisers below did get more -
$5,000 and $15,000. Of course, this
was a very good indication of
appraisal fraud, rather than appraiser
stupidity. 

TX appraiser pleads guilty - Friday,
February 17 2012 

William Randolph Tisdale, 46,
Dallas, Texas, and three other code-
fendants were convicted following a
nearly five-week jury trial for their
roles in a mortgage fraud scheme that
was run by Eugene J. Lockhart, 49,
Carrollton, Texas, a former Dallas
Cowboy football player.

Bryan J. Moorman, 69, Mesquite,
Texas, who acted as a real estate
appraiser, pleaded guilty to one count
of wire fraud. If the Court accepts the
terms of his plea agreement, he faces
a maximum sentence of 27 months in
prison and a $250,000 fine.

Moorman admitted that he know-
ingly assisted a scheme to defraud
WMC Mortgage Corporation through
a fraudulent closing of the purchase
of residential property located at 1206
Quinlan Drive, Allen, Texas. WMC
was the lender funding the purchase. 

Moorman admitted to preparing an
inflated appraisal of the property in
order to "hit the number" sought by

Bad Boys and Bad Girls



Appraisal Today
ISSN 1066–3900

Appraisal Today is published 12 times per year by 
Real Estate Communication Resources. 

Subscription rate: $99 per year, $169 - 2 years
Publisher

Ann O'Rourke, MAI, SRA, MBA
ann@appraisaltoday.com

Subscriber Services
Theresa Lua

M,T,W 7AM to noon
Friday 7AM to 9 AM (Pacific time)
info@appraisaltoday.com (24 x 7)

Circulation
Hancock Mailing Service

Editorial and Subscription Offices
2033 Clement Ave., Suite 105

Alameda, CA 94501                         
Phone: 1-800-839-0227
Fax:  1–800–839–0014

Email: info@appraisaltoday.com
www.appraisaltoday.com

Appraisal Today is sold with the understanding that the publisher,
editors, and others associated with the publication are not engaged
in rendering accounting, legal, or other professional services. It
does not attempt to offer specific solutions to individual problems.
Questions about specific issues should be referred to the appropri-
ate professional for analysis. 
©2011 by Real Estate Communication Resources. All rights
reserved. The contents of this publication may not be reproduced
either whole or in part without consent.

PAGE 12–©Appraisal Today–April 2012

Brunt, Scullark, Farano and Murphy
acquired and caused to be acquired at
least some 40 residential properties in
Chicago, often in economically-
depressed areas that were in need of
extensive rehabilitation work, with
the intent of quickly reselling the
properties at fraudulently and grossly
inflated prices for a profit. Farano and
Murphy provided funds to purchase
the properties.

The straw buyers agreed to use
their identities to purchase residences
far in excess of their fair market value
or based upon fraudulent appraisals.
To induce the purchases, Brunt
allegedly performed cosmetic
improvements to disguise the true
nature of the property. 

The two cooperating defendants,
Armani D'Aifallah, 40, Chicago, a
mortgage broker, and a real estate
appraiser, Walter Jackson, 38,
Chicago; are also awaiting sentenc-
ing.  

MBA Loan Volume Application Index – 1/10 to 3/12

Market Index                           Base = 100 in 1990
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Another appraiser, Douglas
Blanchard, Chicago, was acquitted at
trial.

My comment: it is nice to find out
that one appraiser wasn't found guilty.

Colorado appraiser gets 12 months
and one day in prison 

According to information contained
in court documents of the three defen-
dants, beginning in April 2004 and
continuing until March 2006, Cedric
Lipsey, aided and abetted by Philip
Martinez, did knowingly devise and
intend to devise a scheme to defraud
lending companies that funded resi-
dential mortgage loans and to obtain
money from them by means of materi-
ally false and fraudulent pretenses,
representations, and promises. 

To implement the scheme, the
defendants utilized Vukovinsky's
inflated appraisals.

In a separate but related case, Judge
Brimmer sentenced licensed appraiser
David Vukovinsky, 49, Castle Rock,
Colorado, to serve 12 months and one
day in prison and pay restitution.
Two Denver men were recently sen-
tenced to 63 months and 50 months,
respectively, for their roles in a $4
million mortgage fraud scheme uncov-
ered by the FBI and the IRS.

Vukovinsky was charged on July 7,
2010. Vukovinsky pled guilty on July

15, 2010.
David Vukovinsky, 49, of Castle

Rock, will serve a year and one day
in prison for aiding and abetting the
scheme by inflating appraisals of
properties.

MN appraiser sentenced to two
years probation

On October 12, 2011, Stacie
Marie Ott, 42, St. Louis Park,
Minnesota, was sentenced to two
years of probation on one count of
conspiracy. In her plea agreement,
Ott admitted that she permitted her
name and signature as a licensed
appraiser to be used by TJ Waconia
to complete appraisals that falsely
represented that she had conducted
a complete and independent
appraisal of properties. Ott admitted
taking photographs of property
exteriors and emailing them to
employees of TJ Waconia, knowing
that they would be used for falsified
appraisals. 

For her role in the scheme, Ott
received fees in connection with
each appraisal.

The owners of TJ Waconia and
its affiliated entities ("TJ Group"),
Jon Helgason and Thomas Balko,
were sentenced in 2009 for operat-
ing the scheme. On April 20, 2009,
Helgason was sentenced to 96

mailto:ann@appraisaltoday.com
mailto:info@appraisaltoday.com
mailto:info@appraisaltoday.com
http://www.appraisaltoday.com
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months in prison, and Balko was sen-
tenced to 84 months. 

MN appraiser fraudster appraises
his own house for a purchase

Ryan Daryl Krutzig, 31, Maple
Grove, Minnesota, a real estate
appraiser, pleaded guilty to charges
connected to a $1.8 million mortgage
fraud scheme that involved 28 prop-
erties.

He admitted to purchasing a resi-
dential property , but didn't tell the
mortgage lender that his company
handled the appraisal. As part of the
appraisal process, Krutzig prepared
and approved the paperwork for the
lender, acknowledging that he had no
interest in the property.

On March 28, 2006, Krutzig and
others bought a property on the 3600
block of Bryant Avenue North in
Minneapolis. Krutzig again had his
company handle the appraisal. The
property was sold for $209,900 on
June 29, 2006. Krutzig got a portion
of the proceeds.

Afterward, the property went into
foreclosure.

The one count that Krutzig pleaded
guilty to involved a home in the 3600
block of Bryant Avenue in North
Minneapolis. In 2006, Krutzig did an
appraisal of the home, but was also
one of the buyers.

The idea was to buy the home, do
some fix-up work and "flip" it — sell
it again quickly — Krutzig told fed-
eral prosecutor Christian Wilton in
court.

The home sold to a straw buyer on
the flip for $209,000, and the home
later went into foreclosure. The
financial loss in that deal was
between $120,000 and $200,000,
Wilton said.

The Bryant Avenue home recently
sold in a legitimate transaction —
this time for $36,000.

In 2008, Krutzig had his appraiser's
license revoked by the Minnesota
Department of Commerce for an
inflated appraisal of a home in

Chaska. In that case, Krutzig's
appraisal said the home hadn't been
listed for sale in the previous 12
months even though it had been on
the market for more than five
months, and was still listed at
$479,900 at the time of the appraisal.

To support a purchase agreement
price of $630,000, Krutzig used com-
parable sales outside of the immedi-
ate neighborhood — and with superi-
or locations and building quality —
to produce an estimated value of
$645,000, according to the
Commerce Department enforcement
action.

The original indictment against
Krutzig mentioned 28 separate real
estate deals involving $16 million in
loan proceeds and $1.8 million in
diverted payments.

But Krutzig recently cut a plea deal
with federal prosecutors. His guilty
plea on one count of conspiracy to
commit fraud comes with a guideline
sentencing range of 18 to 24 months
in prison.

Utah mortgage scam - $5,000 per
residential appraisal

My comment: no appraisers named
yet in indictments. No news on the
progress of this case from October,
2011.

The indictment focuses on three
homes in Alpine, Draper, and
Highland. According to the indict-
ment, Portia R. Louder purchased or
directed the purchase of these homes.
As a part of the scheme, after finding
a home she wished to purchase or
have purchased, she offered to pur-
chase the home at or near the seller's
asking price. Then she would tell the
seller or have someone tell the seller
that there was a new buyer for the
property who would purchase the
property for substantially more than
the original sales price, but the origi-
nal seller would get only the price
agreed upon between the seller and
Portia R. Louder or her nominee.

Portia R. Louder typically used a

straw party or nominee to form a
joint venture with the original seller
of a property. The joint venture, act-
ing at the direction of Portia R.
Louder, would become entitled to a
payment from the loans eventually
obtained at an artificially inflated
price.

Portia R. Louder, according to the
indictment, commissioned appraisals
on properties even though she often
was not listed as the purchaser or the
seller. The indictment alleges she
paid as much as $5,000 for an
appraisal even though an appraisal on
an average home would often cost
$500 or less, and an appraisal on a
high end home often cost about
$1,500. From 2006 through 2007, the
indictment alleges she paid about
$380,000 to appraisers.

By concealing the initial sales
price, the defendants were able to
artificially increase the prices of the
homes disclosed to lenders.
According to the indictment, the sell-
ers of the property in Alpine received
$1,340,000 in June 2006 and the
transaction closed for $2,205,000.
The sellers of the property in
Highland received $1,500,000 in July
2006 and the transaction closed for
$2,500,000. The sellers of a property
in Draper received $1,115,000 at
closing in December 2007 and the
transaction closed for $2,400,000.

The indictment alleges a variety of
false and fraudulent ways Portia R.
Louder recruited straw purchasers,
including the defendant Chad Louder,
as well as others, to submit applica-
tions to obtain mortgages on the
properties listed in the indictment.

Where to get more information
The best source is attorney Rachel

Dollar's Mortgagefraudblog.com. You
can sign up for emails with info on
fraudster court cases. 

For more information on the
appraisers, just google their names
and include the word appraiser. 


