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"Without the management of time,
you will soon have nothing left to
manage." William D. Reiff

Editor's comments: I have been read-
ing Steven Covey's books since 1994.
I use his priority list methods every
day. The classic book is the 7 Habits
of Highly Effective People, available
on Amazon. The Workbook has sam-
ple tables and checklists and is very
helpful.. 

As low interest rates continue into
2021, even more appraisal manage-
ment companies enter the market.
However, these new companies and
the established companies have huge
expectations not only in turn times,
but also for the amount of informa-
tion in reports. 

In the last few years, appraisers,
both residential and commercial,
have embraced technology, new soft-
ware, Internet communication, and
Web-based data research to improve
productivity. 

Appraisers and appraisal software
companies labored mightily and con-
tinue to work to keep up with tablet
sketch and data collection and 

introduce more sophisticated market
condition statistic applications, all
having to do with making report
preparation work efficiently. 

While these improvements reduce
report preparation time, improve
delivery to clients and make research
more efficient, appraisers increasing-
ly struggle to meet deadlines and
manage multiple orders.

Lenders expanding scope of work
Appraisers comparing the 

complexity of appraisals point out
that these lenders are expanding the
scope of work of assignments. 

More is required within reports,
including more detailed property
descriptions and additional gridded
listings. 

More lenders are demanding the
cost approach, particularly in FHA
appraisals. 

More prodding of appraisers to
meet deadlines

Appraisal management companies
and lenders have risen to new heights
in techniques for prodding appraisers
to meet deadlines. 

Some even send out monthly per-
formance reports, sort of report cards
on whether appraisers play well with
others, or at least send in reports on-
time. 

With each gain in office productiv-
ity, clients seem to demand still
shorter report turnaround times. 

The incessant smartphone messag-
ing, e-mails, and follow-up phone
calls tracking report progress are
becoming serious interruptions in
report production. 

Stress of multiple appraisal
deadlines

The stress of managing multiple
reports takes its toll on the appraiser's
ability to maintain confidence and
make sound decisions under stress. 

While technology now dominates
our discussions and what we read in
the trade magazines, appraisers must
not overlook real and lasting produc-
tivity gains in management tech-
niques and principles. 

www.appraisaltoday.com
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Some of these advantages the
skills appraisers apply every day.
Other techniques are not new, but
deserve even more emphasis.

Set goals and priorities
Management guru Tom Peters

once said, "Effective visions prepare
for the future, but honor the past."
Whether it is a formal business plan
or simply a list of goals and direc-
tions, it is difficult to imagine pro-
ceeding in today's business environ-
ment without an overall plan for the
future. 

Experts on time management all
agree setting out future goals and
directions is the number one essential
of management, and collectively, all
insist these must be in writing and
reviewed constantly. Without a road
map, appraisers will likely never
realize the goal of effectively manag-
ing multiple reports and meeting
deadlines. 

First Step: Use a prioritizing system 
A corollary to setting out written

goals and directions is using a priori-
tizing system. 

The key to this system is sorting
out deadlines in terms of long term,
short term, or immediate. 

The next step is to weigh the dead-
lines in terms of return or impact. 

For appraisers defining and weigh-
ing the payoff or consequence from
meeting deadlines is probably the
greatest hurdle. Often, the client who
is the squeaky wheel gets the
response. 

The word triage is commonly
thought of as applying the assignment
to degrees of urgency to decide the
order of treatment of wounds and ill-
nesses on the battlefield. 

While on some days appraisers
may feel they are on a battlefield
managing multiple casualties, the
word triage, in its first definition, is
more meaningful to the management
of report preparation. The first pre-
ferred definition of triage is "the act
of sorting according to quality." 

Clients then represent differing
qualities and therefore deserve
greater or less priority in their contri-
bution to the appraisal firm's long-
term health. 

For some appraisers, clients are not
always seen to have a long-term
effect with only a one-time need.
However, each client must be evalu-
ated in terms of their possible influ-
ence for referring other clients. 

Any new client deserves careful
evaluation in terms of quality and
their potential in a long-term relation-
ship. In any prioritizing system, then,
the first rule is to be aware of qualita-
tive differences among clients.

Second step: Mind your A, B, C's
The second step in a system of pri-

oritizing is ranking priorities. 
There are several well-known sys-

tems for weighting individual priori-
ties. Alan Lakein, in his book first
published in 1974, How to Get
Control of Your Time and Your Life,
suggested an A, B, C system for
assigning importance to items. 

More recently, Steven Covey,
author of The 7 Habits of Highly
Effective People, promotes a system
he describes as the four quadrants. 

The upper left quadrant being those
items that are urgent and important;
the upper right quadrant being those
items that are important, but not yet
urgent. 

Editor’s notes: I have copies of
both books. They are excellent.

The lower left quadrant is the dan-
gerous trap for appraisers; those
items that are urgent yet not impor-
tant. Finally, he labels the time wast-
ing items in the lower right as those
items not important and not urgent. 

Covey emphasizes addressing those
items in the upper right quadrant that
are important but not yet urgent.
Assigning priorities depends on indi-
vidual preference.

However, the essential step is rank-
ing those priorities. 

In this step, appraisers have an
advantage because prioritizing is an
everyday skill honed as part of the
appraisal process of comparing one
property with another. 

Once a set of priorities is set out,
ranking is accomplished by compar-
ing the first priority, to the second
and then comparing the more urgent
of those first two on the list. Then
repeat this step for the  third priority
working down the full list. 

With priorities in place, the next
step is to view the greater time frame,
not just the day but also the week and
the month.

Some benefit from keeping a time
log in the short term so you can diag-
nose activities that may contribute to
inefficiency and the resultant stress.
Keeping a time log over time is not
practical and is better used from time
to time as a diagnostic tool. 
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Follow the Calendar
The goal of every appraiser is to

have a high impact week. 
In high impact management of

time leading to greater productivity,
there is one commonality above all
others, and that is the diligent use of
a portable personal planner. There are
many systems, Franklin, Day Timer,
and Filo-Fax, to mention a few. 

More and more appraisers are
reporting good use being made of a
cloud based program called Evernote.
Evernote is particularly useful for
offices with more than one person.
Evernote sets up multiple notebooks
that can be accessed by others in the
office. 

For those who are comfortable
with Microsoft Outlook, the calendar
program is fully capable of keeping
track of work in progress and
appointments. There are a myriad of
PDA organizers for smartphones and
tablets. 

I submit, however, that if the
appraiser does not now use a person-
al planner, making the leap to a
smartphone type organizer may not
result in meaningful management of
time. 

Like the drawing programs, if an
appraiser can't draw a house on
paper, they never will do it well with
a drawing program. 

The personal planner keeps pro-
jects and deadlines in view at all
times. Appraisers are out of their
offices frequently, inspecting and col-
lecting information. Therefore porta-
bility of the daily planner is essential.

Lastly, the personal planner as a
constant companion keeps appraisers
from losing track of the small items,
requests, and those ideas that come
out of nowhere. I learned one lasting
lesson in a time management seminar
that has stayed with me. It is "When
you think it-ink it." 

When in doubt, throw it out
The handling of information both

in written form and on computers is
so much a part of appraising.
Efficient handling is essential to
meeting deadlines. 

B.C. Forbes famously said, "Next
to the dog, the wastebasket is your
best friend." Simply put, working
efficiently means getting rid of the
clutter, both past, and present. Steps
for handling information or paper-
work include:

- Dispose of it: throw it away
-   Send it on to someone else for    

handling-delegate
- Do something with it
- File it; archive it
- Read it or handle it later

If there is any delay in handling the
information, proper office manage-
ment demands a tickler file or calen-
dar file system. 

One of the remarkable tips I got
from an experienced office manager
was using a stand up sloping file
divider. Appraisal files in process are
nearby, visible, and within easy
reach. 

I found this to be superior to a file
drawer system where reports may
become "out of sight, out of mind." 
Again, systems are individually dri-
ven. Some appraisers use a log sys-
tem independent of each individual
file to track the progress of files.
Others log progress on the files
themselves. 

Office management and handling
may seem to be so much common
sense, but I have benefited greatly by
having an experienced office manag-
er review my office procedures, loca-
tion of file drawers, and workspace
arrangement. 

Of course, the best advice was
"clean up this place." Out of date
magazines and useless clutter that
appraisers are wont to keep out went
the way of old phone books. Have an
outside expert review your system
and objectively critique the appraisal
office as an office workplace. 

Knowing when to say no.
Appraisers face too many requests

for their time. Having a system in
place is not enough. Sometimes the
ability to meet deadlines and handle
multiple projects requires an apprais-
er to say no. 

The typical preliminary client
request is predicated on three ques-
tions: 

Can you do an appraisal in a cer-
tain area? Answered affirmatively,
the next two questions are, how much
is the appraisal, and what is your
turnaround time? Appraisers have a
number of stock answers, but this
part of the request is critical and
deserves a pause. 

Any other commercial enterprise,
when asked these questions, qualifies
the customer. Appraisers can do this
by asking, "What is the range of your
required turnaround time." 

In other words, begin the process
of establishing just what is expected.
Repeat clients sometimes have set
deadlines and turnaround times, and
these may be negotiated in some
cases. 

The second question about price is
also a qualification measure. Asking
what the expected cost in this area of
reports received in this area is a
polite way of establishing the poten-
tial client's price point. 

If the client is truly shopping and
reluctant to discuss their fees they are
most likely acting on the lowest bid.
They also are probably not a good fit
in the appraiser's business plan.
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How to say no
But at that point, how best to say

no? 
The simplest way is to prepare the

listener for the turndown and say so
early in the conversation. "I would
really like to help you with this
assignment, but I can't. 

Some appraisers leave the door
open by stating when they have an
opening in the future. For commer-
cial appraisers, lead-time is greater,
and this is a realistic approach. 

However, in today's market, for the
residential appraiser, saying you don't
have an opening in two weeks
dodges the issue. 

It is better to say no upfront and
invite a subsequent order than to
state an impossible completion time.
In client communication, there are
two words commonly misused. These
words are "can" and "how." The
question "can I help you?" implies a
yes or no answer. "How may I help
you?" seeks information. In your dis-
cussion with clients, concentrate on
how you may help.

In the same way, when an apprais-
er says no, explain why and offer
alternative solutions. Communicating
no requires preparation. When the
request comes in, appraisers must
know where they are in report pro-
duction to accept or decline an order
effectively. 

Lastly, probably no business enter-
prise can be over-marketed, but in
the law of supply and demand,
appraisers must be discerning in all
matters of accepting or rejecting
potential business or clients. The
long-term health of the appraiser's
business depends on it.

Use clear goals, planning and
systems and communication to
successfully manage your multiple
deadlines

To effectively manage multiple
appraisal deadlines, working from a
set of clear goals and prioritizing
workflow allows the appraiser to
focus. Proper planning in the form of
adherence to the use of a portable
personal planner eliminates procrasti-
nation, neglect, and confusion. 

Having a system in place to handle
information and paperwork gives the
appraiser control over workflow. 
Finally, practicing effective commu-
nication with potential clients and
saying no, builds both personal
power and strength in the appraisal
firm. Concentrating, then, on the
management aspects of productivity
can pay great dividends, increase pro-
ductivity, reduce the constant sense
of urgency and make appraising a
less stressful enterprise.

mailto:hotelman@montana.com
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Iset up my
www.appraisaltoday.com website

in 1998. At that time, everyone put
their contact information on the bot-
tom of each page (name, postal
address, phone number, email
address). I still have this today and
have never had any problems with
spammers.    

Many people now have a "contact
us" link at the top of each website
page. I have this as well.

There are also many websites,
including for appraisers, where I
cannot find an email address or
phone number.

I give a lot of referrals to other
appraisers. But, if I cannot find their
contact info, they don't get a referral.

For the past 20 years, half of my
appraisal business is from Internet
searches, and the other half is refer-
rals.

I have always accepted non-lender
work, even when swamped with
lender appraisals. I counted on them
when lender business slows way
down, as it always does.

What you MUST have on your
appraisal website

The list below is all the informa-
tion you need on your website. A
one-page website is fine. You could
add a bio or longer description of the
services you offer on another page,
which helps prospects.
1. City and State
2. Your name and business name
3. Phone number
4, Email address
5. What geographic area you work
6. What type of appraisal work you
do

I frequently see missing informa-
tion on appraiser websites, including
what state they are in. 

Newer or updated websites have
lots of large images and some content
but often lack the 6 basics above.

Contact information can be a
Contact Us link or information at the
bottom of each page. I have both.

A phone number gives the prospect
immediate contact with you. 

How much time do you spend
looking for a company or service if
there is no website or a website
without contact information?

Or the website has no contact
information or the 5 required informa-
tion above. Most of us move on to the
next company.

An email address is essential on your
website

Many people prefer email for ini-
tial contact. If you worry about your
email getting spammed, set up a free
gmail address for your website. If you
have multiple email addresses for
your company, set up one for your
website. I have
ann@appraisaltoday.com,
annorourke@appraisaltoday.com, and
info@appraisaltoday.com. Setting up
a new email address takes little time.

If you have a unique email address
for your website, you must commit to
checking it regularly, at least daily. I
use info@appraisaltoday.com. We use
this every day. I am sure I would not
check an email address I seldom use.

What about a fill-in email form for
contact us?

I see these frequently on websites
with no other way of contacting the
company, including no phone number.

I don't use these as I very seldom
get a response. Only once or twice I
received a response. I look for some-
one else.

Why would lenders or AMCs use
your website?

You've been trying to get work
from direct lenders or small AMCs
servicing a limited number of mort-
gage bankers. They get your name
from a referral. Or, maybe they
google your name and check your
qualifications and geographic area.

Many banks have always had "pri-
vate banking" customers for their top
customers. They need to be sure that
an experienced appraiser does those
appraisals. Savvy AMCs have lists of
these appraisers, who tend to do high
end properties.

Long time appraisers have had
these private banking clients for many
years. When the lender switched to an
AMC, they were given this appraiser
list as a source of experienced, quali-
fied appraisers who work for private
banking clients.

You specialize in high end proper-
ties, 2-4 units, rural, mixed use,
acreage, etc. Qualified people are hard
to find. The client checks your web-
site.   

If people can't find you, they can't order an
appraisal or give you a referral

http://www.appraisaltoday.com
mailto:ann@appraisaltoday.com
mailto:annorourke@appraisaltoday.com
mailto:info@appraisaltoday.com
mailto:info@appraisaltoday.com
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What if you have a tough appraisal
question and need advice?

Who do you contact? Sometimes I
have misplaced their contact info,
mostly if I have not spoken with
them for a while. I google their
name. Some appraisal associations
have membership directories with
contact info. I regularly use them.

Which phone number to put on
your website

I have both business and cell
phone numbers. Only my business
phone number is on my website.
They call my business phone and
leave a message if I am not there.

I rarely give my cell number to
appraisal clients. I give it to other
appraisers and my email ad cus-
tomers for my weekly email newslet-
ters.

What if you only have one cell
number? You can put it on your web-
site if you want, but I recommend
another cell phone number or land-
line.

Why you should have your phone
number on your website

For unknown reasons, even large
companies' websites, it is difficult to
find even a phone number. I usually
google the "company name phone
number".

Many appraisers say they don't
want their phone number listed on
their web sites, so that they don't get
calls they don't want.

I have never had a lot of telemar-
keting calls or nuisance phone calls
after 22 years.

Old, out of date, appraisal
directories

Remember when we were all get-
ting listed on a lot of directories?
Many of them are still around, but
the information is out of date.

Often, when I google an apprais-
er's name or location, they come up.
They usually have minimal or no
contact information such as phone
number or email address. They are

What I do when looking for
information for an appraiser for a
possible referral

I give a lot of referrals to other
appraisers.

Sometimes I can't find recent con-
tact info on appraisers I know.
Usually, I have misplaced it.

I google their name to find their
website and contact information. If I
can't find one, I look for another
appraiser. Sometimes I can't remem-
ber their name, so I google apprais-
ers in their city.

Or, look at the free google busi-
ness listing for their city.

Example: Finding current
appraiser phone numbers for this
paid newsletter subscribers

My subscription software records
the name, postal address, phone
number, and email addresses.

However, email addresses are the
only information we have that is cur-
rent. When their subscriber email
bounces back, we call them for a
new email address or a new credit
card mailing address.

Most of my paid newsletter sub-
scribers use automatic subscription
renewals: monthly, quarterly and
annual. I started doing this in 2008.

My office assistant spends lots of
time every week trying to find updat-
ed phone numbers for a credit card
problem. The problem could be a
new credit card, a bad credit card, or
other problems.

She starts by googling the apprais-
er's name and location. That works
about 30% of the time. If she finds
the web site, it often lacks a phone
number.

She spends the time to get this
information because we need it for
credit card purposes.

not reliable.
State regulator lists of licensed
appraisers

People have contacted me using
my California state regulator. They
get my postal address and phone
number. 14 appraisers were listed in
my small city. 11 had active licenses.
3 had expired licenses.

The complete license history was
available for all of them. The lower
the license number, the longer the
appraiser has been licensed. 5 had
low numbers, including myself, but
about half are not fee appraisers.

My state requires all licensees to
submit any postal address, name, or
phone number changes within 10
days. Why? So they can contact you,
if needed, about a complaint.  

What contact info does your state
have available?

Appraisal association membership
directories

When looking for an appraiser out
of my area, residential or commer-
cial, but I don't know anyone person-
ally, I typically use the Appraisal
Institute directory. If no SRAs are
listed, I contact someone in the area
and ask for a referral.

What signature line is on every
email you send?

I frequently get the contact info
for people from emails previously
sent to me when I have misplaced the
contact info. I am sure other people
do this. I search my emails for the
person's name.

What is on your signature line?
Mine has name, postal address, office
phone number, and website. I only
add my cell number when needed.

How easy are you to find?
Google your name as though you

are looking for an appraiser. Can you
locate yourself? Can you be reached
or are you difficult to find?
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The Appraisal of Real Estate has
been in publication since 1951. It

has been published by the Appraisal
Institute since the early 1980s and
was previously published by the pre-
decessor organization, American
Institute of Real Estate Appraisers
(merged into the Appraisal Institute).

This book is The Standard
Reference and Text book for apprais-
ers in 11 languages. The peer-
reviewed Appraisal Institute book is
an authoritative source of recognized
methods and techniques for valuation
practitioners.

What's in the book (from AI
information):

The Appraisal of Real Estate, 15th
edition, is a book that fits these
chaotic times, when a global pan-
demic and social justice concerns call
into question our economy and many
other aspects of our lives. 

Although we know that our work
today is not "business as usual," the
Appraisal Institute is proud to present
this text as confirmation of its faith
in, and continuing commitment to,
the valuation community and the
sound application of recognized valu-
ation methodology. 

In addition to updated information
on changes in real estate markets and
valuation standards, longtime readers
of The Appraisal of Real Estate will
notice these significant changes in
this edition:
- New chapters focused on applica-
tions of market analysis and highest
and best use analysis
- Additional emphasis on identifying
the property rights to be appraised in
an appraisal assignment
- Deeper discussion of accepted tech-
niques for allocating value among
real estate, personal property, and

non-realty items 
- History confirms that the applica-
bility and importance of different
valuation techniques rise and fall as
real estate markets and society
evolve, but the basic principles of
valuation that are at the core of this
book, and fundamental to the
appraiser's skill set, remain
unchanged.

Who decided what was changed
from the 15th Edition?

There were 48 Appraisal Institute
designed members, plus Stephanie
Coleman, who is the expert on
USPAP, who discussed the issues and
made decisions. 

Previous editions
The 2013 edition is the largest edi-

tion, with 847 pages. The 13th
Edition, published in 2008, had 742
pages. The 12th Edition, published in
2001, had 760 pages. The current
15th edition has 705 pages. 

Previous editions 
1st edition 1951
2nd edition 1952
3rd edition 1960
4th edition 1964
5th edition 1967
6th edition 1973
7th edition 1978
8th edition 1983
9th edition 1987
10th edition 1992
11th edition 1996
12th edition 2001
13th edition 2008
14th edition 2013
15th edition 2020

A Behind-the-scenes look at the 14th
edition 

Note: this is from my review of the
14th edition. It still applies for the
15th edition.

I always like to hear about the
"background" whether I am doing
appraisals or writing a book review.
Since this book was first published in
1950 I was looking for some back-
ground. 

Excerpts from “A behind-the-
scenes- look at The Appraisal of Real
Estate, 14th Edition”: technical writ-
ers commentary, published in the fall
2-13 of the Appraisal Journal pub-
lished by the Appraisal Institute.
Written by Michael McKinley, a book
editor of at the Appraisal Institute for
over 15 years. 

This humorous discussion of an
appraisal book is very refreshing. The
excerpt from the beginning of the arti-
cle. 

"The development of a new edition
of The Appraisal of Real Estate is a
complicated, high-stakes undertaking,
akin to producing the hotly anticipat-
ed new sequel to a successful
Hollywood blockbuster. The potential
for critical and box office failure-
betraying the trust of longtime fans
and thereby squandering the fran-
chise's residual goodwill looms over
the enterprise from its earliest stages." 

"Every summer, it seems, some
comic book-based action movie feels
the wrath of loyal fans who object to
the absence of an old character or the
introduction of someone new who in
the eyes of the devotees does not fit
in the established universe." 

"And every five to seven years,
readers and users of The Appraisal of
Real Estate seem just as nervous
about the possibility of encountering
an unwelcome surprise in a new edi-

Review of The Appraisal "Bible" - The Appraisal of
Real Estate, 15th Edition, by the Appraisal Institute



tion of the textbook or the absence of
verbiage that they've been quoting for
years."

"In the first quarter of 2012, when
the initial plans for a new edition of
The Appraisal of Real Estate were
developed, the aftermath of the finan-
cial crisis of 2007-2008 still seemed
to be the most significant issue on the
minds of those involved. The 13th
edition of the textbook had been writ-
ten before that economic tempest had
hit real estate markets with full force,
and the market-gutting effects of that
credit crunch were still foremost in
many people's minds as discussions
about the 14th edition began."

"The tension between continuity
and progress is as much a part of the
creative friction that generates a suc-
cessful new edition of the Appraisal
Institute's flagship textbook as in any
new movie worthy of the Iron Man
name." 

"Expanding the audience for a his-
torically successful franchise is a
challenge, both because of the audi-
ence's familiarity with the intellectual
property and because of the precon-
ception that the sequel can never be
as good as the original." 

"Screening rough cuts to test audi-
ences can help ensure that the sequel
will be as well received as its prede-
cessor. Ultimately, though, the latest
new installment, whether it's a movie
studio tent-pole offering or a text-
book series dating back more than
sixty years-has to stand on its own
merits, blending the past with the
future to be relevant to a contempo-
rary audience." 

Is the book understandable?
Although it is a textbook, it is well

written and understandable with good
illustrations and photos. It is much
more comprehensive than the edition
I used when I took my classes in the
1970s as it includes the use of statis-
tics, modeling and other topics. But,
the basic appraisal principles have
changed very little over the years. 

What about residential appraising?
I used this book in my first

appraisal classes as it covers all the
primary appraisal topics. 

But, like most appraisal books,
much of the examples and analysis is
focused on general appraising, where
you appraise many types of real
estate. 

However, this book is considered
the most accepted book on the topic
of real estate appraising, so it is good
as an overall reference book. 

How to use this book
I strongly recommend getting the

pdf version for specific topics, espe-
cially if you are a residential apprais-
er. The textbook version is easier to
read if you want to review general
concepts.

Skim though it and see what is in
the book. If there is a topic you're
not sure about, such as Highest and
Best Use, read that chapter.

It is a "textbook" set up to cover
overall information on appraising all
types of properties.

It is very good for a review of
appraisal concepts and practical
examples.

If you have never used an
"upscale" textbook like this one, it is
a very good idea to read sections.

Should you buy the book?
It is The Standard Reference and

Text book for appraisers in 11 lan-
guages. Be sure to purchase the
searchable PDF version.

Where to buy the book
Search by title and add Appraisal

Institute. Be sure to look for 15th
edition as sometimes the 14th edition
shows up. Purchase from the
Appraisal Institute.

I strongly advise purchasing the
PDF and possibly the printed ver-
sion. The 705-page book is too hard
to use if you are looking for a specif-
ic topic. 

Individual prices. Book or PDF -
Price: $140.00. AI Price: $110.00

Book and PDF Price: $196 AI
Price: $154 

Residential Property Appraisal,
February 2020, Appraisal Institute
By Mark Ratterman, MAI, SRA

I will review this book within the
next two months. I strongly suggest
buying this excellent book. A similar
previous book was published in
2007. 

Very well written and practical.
Done by a practicing residential
appraiser who has written books and
articles plus speaking engagements. 

Per the Appraisal Institute online
comments:

"The book explores all aspects of
home ownership, value and econom-
ics and details all the steps of the
appraisal process. The book thor-
oughly discusses specialty residential
property types and markets."

"Each chapter includes examples
illustrating common scenarios
encountered in appraisal practice and
presents definitions of key terms to
help the reader understand the impor-
tant concepts presented. The text is
comprehensive and accessible, mak-
ing it suitable for both classroom
instruction and individual self-study."

500-page soft cover book. It is
available for $85 ($75 for Appraisal
Institute professionals). A print/PDF
bundle also is available for 30% off
or $127.50. The PDF version is very
useful as it can easily be searched for
a topic. The printed version is useful
for the many examples and illustra-
tions. Reviewing updated basic
appraisal information is good since
most of us took our basic appraisal
classes many years ago. I took mine
in 1977. 

I have reviewed Ratterman's other
books. He is the best author of cur-
rent residential appraisal books. 

For more info google the name and
add Appraisal Institute.  Be sure to
get the 2020 edition. 
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By Tim Andersen, MAI

It is time to take a look at sales and
financing concessions, specifically

in the context of the purchase and
sale of residential real estate. 

We need to be aware of what
Fannie Mae and USPAP say about
them. So, we'll look at Fannie Mae's
definition of Market Value. We'll take
a look at USPAP. And we'll take a
look at the Fannie Mae Selling Guide.

Cash equivalency
We'll start with the definition of

Market Value. Look in part B4-1.1-
01. Not surprisingly at all, this section
of the Selling Guide carries the title,
Definition of Market Value. For the
purposes of this article, the fourth and
fifth bullet points concern us. 

This is what they say: "payment is
made in terms of cash in U.S. dollars
or in terms of financial arrangements
comparable thereto…" and "the price
represents the normal consideration
for the property sold unaffected by
special or creative financing or sales
concessions granted by anyone asso-
ciated with the sale." 

So, Fannie Mae puts two responsi-
bilities on our shoulders. The first is
that the purchase price we use as we
analyze the comparables is the cash
equivalent price. Not the contract
price. The cash equivalent price.
There is a difference.

USPAP also addresses this issue.
Just so you'll know, USPAP has no
definition of cash equivalence. 

AO-14 treats it under Value
Definition Issues (l. 62), but does not
define it. AO-22 quotes Fannie Mae's
definition (l. 64), but does not define
the term. It expands on the concept,
but only in the context of a forced-
sale. AO-30 mentions it, again, in its
context of the Fannie Mae definition.

USPAP addresses this concept,
though, in SR1-2(c). In the relevant
part, it reads: 

"In developing a real property
appraisal, an appraiser must… identi-
fy the type and definition of value,
and ascertain whether the value is to
be the most probable price… in terms
of cash; or in terms of financial
arrangements equivalent to cash; or in
other precisely defined terms; and if
the opinion of value is to be based on
non-market financing or financing
with unusual conditions or incentives,
identify the terms of such financing
and any influences on value" (ibid; ll.
457 to 471, inclusive).

That last part, "…if the opinion of
value is to be based on non-market
financing…", etc., causes problems.
At issue here is not whether the seller
is financing the purchase with some
funky financing. This refers to the
financing of the comparable sales on
which the appraiser bases the sub-
ject's value opinion. 

So, the comparable sales must be
cash equivalent; otherwise, the sub-
ject's value conclusion will not be.
And if it is not, then it has its base in
some funky non-cash-equivalent
financing. Per SR1-3(c), "…the
appraiser must…identify the terms of
such financing and any influence on
value…" (ibid; ll. 467, 468).

What are financing concessions? 
After looking at those two sources

of appraisal wisdom, we also look at
the Fannie Mae Selling Guide. In Part
B3-4.1-.3. Types of Interested Party
Contributions (IPCs) Fannie Mae
defines financing concessions. 

Fannie says financing concessions
are or can include 
(a) financial contributions from inter-
ested parties that provide a benefit to
the borrower in the financing transac-
tion; 

(b) payments or credits related to
acquiring the property; 
(c) payments or credits for financing
terms, including prepaids; (d) interest
charges (limited to no more than 30
days of interest); 
(d) interest charges (limited to no
more than 30 days of interest); 
(e) real estate taxes covering any peri-
od after the settlement date (only if
the taxes are being impounded by the
servicer for future payment); 
(f) property insurance premiums (lim-
ited to no more than 14 months); 
(g) HOA assessments covering any
period after the settlement date (limit-
ed to no more than 12 months); 
(h) initial and/or renewal mortgage
insurance premiums; and 
(i) escrow accruals required for
renewal of borrower-purchased mort-
gage insurance coverage. 

Then Fannie makes it clear that
"…[t]ypical fees and/or closing costs
paid by a seller in accordance with
local custom, known as common and
customary fees or costs, are not sub-
ject to Fannie Mae IPC limits". Just so
we are clear, Part B3 of the Selling
Guide refers specifically to lenders,
not appraisers. However, there is also
Part B4 of the Selling Guide.

Be careful in neighborhoods where
prices are declining

In part B4-1.3-03, Neighborhood
Section of the Appraisal Report, under
Trend of Neighborhood Property
Values, etc., Fannie expects her
lenders to be particularly vigilant.
This is especially true when it comes
to "…financing concessions in neigh-
borhoods that are experiencing either
declining property values, an over-
supply of properties, or marketing
times over six months. The appraiser
must provide his or her conclusions
for the reasons a neighborhood is
experiencing [these particular phe-

Sales and financing concessions. 
What Fannie and USPAP say
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nomena]".
Then, in Part B4-1.3-09,

Adjustments to Comparable Sales,
Fannie Mae gets into the meat of the
issue. Look under the subheading of
Sales or Financing Concessions. She
states emphatically, "[c]omparable
sales that include sales or financing
concessions must be adjusted to reflect
the impact, if any, on the sales price of
the comparables based on the market
at the time of sale. 

Fannie leaves no wiggle-room with
that dictum. It is not a matter of what
is customary or standard in any given
market. It is not a matter of what the
broker thinks. It is not a matter of
what the builder/developer thinks. It is
not a matter whether MLS has a con-
cessions field. 

Fannie Mae lends on real estate, not
its financing. Therefore, comparables
with financing concessions must be
adjusted for those concessions.
Analyses may indicate financing con-
cessions did not impact the sales price.
Great! Say so, then explain how and
why you got to that conclusion.

When it comes to sales concessions,
Fannie Mae is equally loquacious.
Going back to part B3-4.1-02, she
clarifies that, under certain conditions,
IPCs are sales concessions for which
the lender must account in calculating
the LTV.

Personal property and sales concessions
Fannie also makes it clear sales con-

cessions are IPCs in the form of non-
realty items. These can include (a)
cash, (b) furniture, (c) automobiles, (d)
decorator allowances, (e) moving
costs, (f) other giveaways, as well as
(g) financing concessions that exceed
Fannie Mae limits of three percent of
the purchase price (assuming a 95%
LTV). 

Then she makes it clear that "…the
value of sales concessions must be
deducted from the sales price when
calculating LTV and combined LTV
ratios for underwriting and eligibility
purposes".

Fannie Mae has made it clear what

sales and financing concessions are. 
Without going into each one, suffice

it to say a list of such concessions is
available in the Selling Guide. 
Sales and financing concessions inflate
the purchase price

Fannie Mae also makes it clear that,
as far as she is concerned, sales and
financing concessions inflate the pur-
chase price of the property. In other
words, why give the buyer a $5,000
credit at closing? How about just come
off the purchase price by $5,000? The
seller nets the same amount either
way. True, the seller and buyer have
the right to negotiate whatever deal
they want. 

Our job is to point out risks so
Fannie Mae can choose how to under-
write those risks in a self-advanta-
geous way. We adjust out of the pur-
chase price the price-inflationary
impact of any non-realty components.
This leaves only the value of the
underlying real estate, which is one of
the qualifications in which Fannie Mae
makes the loan.

Do you know what's common to see
in appraisal reports? A statement that
the seller will pay up to six percent of
the purchase price on behalf of the
buyer. That this is common is fine;
buyers and sellers (and brokers!) can
negotiate whatever they want. It's
commonality, however, is also irrele-
vant. 

Fannie Mae makes it clear. Sales
and financing concessions, if they
inflate the purchase price, must be
adjusted out of the sales price of the
comparable sales, thus out of the sub-
ject. This is what USPAP means, too.
Did the sales price of a comp result
from "…financing with unusual condi-
tions or incentives…"? If it did, then
the appraiser must "…identify the
terms of such financing and any influ-
ences on value…" the financing had.

Don't just state that the financing had
no effect

Merely to state, "the financing had
no effect on the sales price" is the
place to start, not finish. It is necessary

to explain why and how the appraiser
determined that financing had no
effect on value. And that explanation
of why takes an analysis of the compa-
rable transactions.

Remember what USPAP says about
"…non-market financing or financing
with unusual conditions or incen-
tives…"? We must identify those. If
they influenced value, we have to
remove them from the purchase price
from the subject's contract price or the
sales price of the comps. Not to carry
out those analyses, when we certified
we did (we do, every time we send out
a report), is misleading. 

To mislead the client, knowingly or
otherwise, is not one of the better
ways to become an old appraiser.

The high points of what we've covered:
1. Fannie Mae's definition of market
value gives us our marching orders.
We must make sure the sale had
financing such that payment was made
in terms of cash in U.S. dollars or in
terms of financial arrangements com-
parable thereto, and the sales price
represented the normal consideration
for the property sold unaffected by
special or creative financing or sales
concessions granted by anyone associ-
ated with the sale.
2. Fannie Mae also expects us to ana-
lyze the comparable sales to the point
that we can say for a certainty the
financing did not inflate the sales price
in any way. If the financing inflated
the sales price in any way, then we
must adjust out those inflationary fac-
tors to arrive at the cash equivalent
sales price.
3. USPAP expects us to identify the
terms of any non-market financing or
financing with unusual conditions and
then identify any influences on value
those had.
4. That seller financing in any given
market is typical (whatever that
means) is irrelevant. If any financing
or sales concessions inflated the pur-
chase price, then Fannie Mae expects
us to deduct those inflationary conces-
sions from the price to arrive at the
cash-equivalent price.
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comparables for sales and financing
concessions. As a result, the apprais-
er's value opinion had its base in
merely the comparables' recorded
sales prices rather than their cash-
equivalent sales prices. In making this
choice, has the appraiser complied
with SR1-2(c)(iv)? In making this
choice, has the appraiser mislead the
client? Why?
16. Does the appraiser's boilerplate
letter of transmittal have the clear
statement the appraiser "…analyzed
the subject property's physical, legal,
and economic characteristics…" (see
SR1-2(e)(i). Under zoning, the
appraiser stated, "[t]he subject's zon-
ing is R-1", nothing more. In the
addendum, the appraiser noted the
property's owner had finished the
basement area and leased it furnished
to a nephew attending a local univer-
sity, with no further narrative. Given
what the appraiser stated in the boil-
erplate letter of transmittal, has the
appraiser complied with SR1-2(e)(i)?
Why?
17. An apartment property is in a
hot market. Each of the six units in
the complex is a 2/2 with approxi-
mately 950 square feet GLA, which
he rents for $2,000 per month. Each
of these units features an enclosed 2-
car garage. The owner has illegally
converted these six garages into self-
contained studio apartments which he
rents for $800 per month each. In the
narrative of the appraisal report, the
appraiser made it clear the property's
highest and best use was its present
use; i.e., as six 2/2 units and six stu-
dio apartments. In calculating the
monthly rental income, the appraiser
included $12,000 as the apartment
income and $4,800 as the "studio
apartment" income, for a total of
$16,800 per month, or $201,600 per
year. Assuming a GRM of 130, the
appraiser concluded a value of
$2,184,000, rounded to $2.2 million. 
a. How, if at all, has the appraiser

9. If there is no demand for proper-
ties similar to the subject in the sub-
ject's own neighborhood, does that
mean the subject improvements are
not the highest and best use of the
site? If not, what does it mean, if any-
thing?
10. If the appraiser chooses not to
analyze the subject via the protocols
of the Income approach, what is the
market evidence the subject's highest
and best use is not as an income-pro-
ducing property?
11. If the appraiser chooses not to
analyze the subject via the protocols
of the Income approach, what is mini-
mum explanation the client deserves
of this omission?
12. If the appraiser chooses not to
analyze the subject via the protocols
of the Income approach, has the
appraiser complied with the require-
ments of SR1-4 to "…collect, verify,
and analyze all information necessary
for credible assignment results"?
13. Is the term "credible assign-
ment results" limited solely to the
value conclusion? Could it refer, too,
to the highest and best use conclu-
sion? Why?
14. SR1-6 is USPAP's
Reconciliation Standards Rule. If the
appraiser utilized solely the analytical
protocols of the Sales Comparison
Approach, how is it possible to
"…reconcile the quality and quantity
of data available and analyzed within
the approaches used…" when the
appraiser used merely one (1) of the
three (3) approaches to value?
15. SR1-2(c)(iv) makes it clear that
"[i]n developing a real property
appraisal, an appraiser must…if the
opinion of value is to be based on
non-market financing or financing
with unusual conditions or incentives,
identify the terms of such financing
and any influences on value…"
(emphasis added). In the appraisal,
the appraiser chose not to adjust the

Editor comments: Some of these ques-
tions are tough to answer. Tim wrote
them to get you thinking about 
various USPAP issues. He did not
provide any answers to the test,
unfortunately. Would have probable
taken up way too many pages, maybe
even a book!

1. What is the relationship between
any super-adequate improvements and
the highest and best use of the site as
if vacant?
2. What is the relationship between
any super-adequate improvements and
the highest and best use of the proper-
ty as improved?
3. What is the relationship between
standard and typical marketing time
and a property with super-adequate
improvements?
4. What is the relationship between
standard and typical exposure time
and a property with super-adequate
improvements?
5. What is the relationship between
the adjustments to the comparable
sales and the need to make such
adjustments?
6. From the software, the appraiser
chooses to include a boilerplate scope
of work and then, mostly out of habit,
the appraiser also adds her/his own
boilerplate scope of work. The two
conflict and neither one of them is
assignment- or property-specific.
How, if at all, has this misled the
client? How, if at all, is there a poten-
tial USPAP violation?
7. In the last 12 months, in the sub-
ject's neighborhood, there has been
one sale, and it was a short-sale of a
foreclosed property. Is this market
evidence of the subject's neighbor-
hood suffering from an external obso-
lescence or a stigma?
8. How does the appraiser demon-
strate from the market the improve-
ments to a site are "financially feasi-
ble?

20 Questions from Tim Andersen 
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misled the client relative to the high-
est and best use of the property (thus
has misled the client to the property's
physical characteristics)?
b.How, if at all, has the appraiser
misled the client relative to the site's
highest and best use as if vacant (thus
to its legal characteristics)?
c. How, if at all, has the appraiser
misled the client relative to the legali-
ty of the studio apartments? 
d.How, if at all, has the appraiser
misled the client relative to the prop-
erty's exposure time?
e. How, if at all, has the appraiser
misled the client relative to the prop-
erty's monthly income, thus it's eco-
nomic characteristics?
f. How, if at all, has the appraiser
mislead the client relative to physical
and/or functional obsolescence?
g.How, if at all, has the appraiser
misled the client relative to the prop-
erty's market value? 

MBA Loan Volume Application Index – 1/16 to 2/21x
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18. What is the relationship
between an appraiser misleading a
client and the credibility of that
appraisal? 
19. What is the relationship
between an appraiser misleading a
client and that appraiser's understand-
ing of the Competency Rule?
20. What is the relationship
between an appraiser misleading a
client and that appraiser's understand-
ing of the Ethics Rule?
21. What is the relationship
between the extensive use of boiler-
plate in a report and the appraiser's
command of the appraisal develop-
ment and reporting processes? 
22. Can an appraisal be misleading? 
23. Can an appraisal report be poor-
ly formed? 
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By Rachel Massey, SRA,
AI-RSS

Not sure about you, but I keep read-
ing about how affordability remains
excellent even with prices of housing
increasing. This is due to low interest
rates compared to house price
changes. In my experience, this does
not follow what I see occurring in the
field.

Instead of theory, let us look at
reality. The example below is a real
situation, with numbers taken from
the city assessor for taxes, interest
rates from macrotrends.net and medi-
an income from department of num-
bers (see website addresses below).
Below is an example of a house that
sold three times in seven years, with
no significant changes in condition
between the sales.  

The sales price increased 39.09%
in the seven-year period between
these three sales. Even with the low
interest rates, payments increased by
21.10% with the same hypothetical
20% down payment on a 30-year
fixed rate mortgage. Assuming no
more than 30% debt to income ratio,

the same buyer purchasing in 2013
needed an income increase greater
than the increase in the market. 

The median income in Ann Arbor
increased 16.76% in this same peri-
od, meaning even with the low inter-
est rates, the same buyer would have
to make up a gap of over 4% differ-
ence, while at the same time increas-
ing a down payment by almost
$26,000, which on a starter house
may be a non-starter. 

To the pundits who are pushing
low interest rates leading to
increased affordability, please look at
a broader perspective related to
changes over time, such as increased
prices and taxes, and how they affect
what a buyer can afford. 
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