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Construction Progress Reports 
 
By Claudia Gaglione, Esq.  
 
Editor’s comments: I used to do a lot of new construction appraisals. There 
were lots of hassles: wrong floor plan for the subject (was changed), 
pressure to approve completion, progress reports, difficulty getting accurate 
information on sales concessions, upgrades. etc. There is not much new 
detached home construction in my area, due to lack of available land, so I 
quit doing them.  
 
Many appraisers are asked to appraise new construction for the purpose of 
construction financing. While this is not unusual, more and more lenders 
subsequently ask the appraiser to perform periodic reviews of construction 



  
Page 2  January 2022 Appraisal Today 

 

 

progress. The appraiser's reports are then relied upon by the lender in 
making loan disbursements. Unfortunately, providing construction progress 
reports may increase the appraiser's chances of getting sued. 
 In the typical scenario, we see unsophisticated homebuyers who 
decide to build their dream home. Their selection of a contractor is often 
motivated by price alone, and little care is taken to check references or to 
stipulate the type and quality of materials to be used. After construction 
begins, the relationship between the contractor and the buyers deteriorates. 
The contractor claims the buyers keep making demands not provided for in 
the contract, and the buyers claim that the contractor is taking too long and 
is cutting corners.    
 Eventually, the contractor is fired or walks off the job, leaving the 
homebuyers with a partially finished home and no contractor.  
 Having now been burned, the buyers then hire a top-notch builder to 
complete the job. Unfortunately, the new contractor advises the buyers that 
the work performed by the original builder was faulty and used cheap 
materials, and much of the work will have to be re-done.  
 Ultimately, the amount of money needed to finish the job is far more 
than the amount remaining from the original construction loan. If the buyers 
are unable to receive monetary reimbursement from the original builder (as 
is often the case) they look to the appraiser as a source of recovery. After all, 
it was the appraiser who certified the percentage of construction completed, 
and he should have noticed faulty workmanship or cheap materials! 
 Sometimes, the homebuyers are inclined to simply walk away from 
the partially built home and from their mortgage obligations. The lender is 
then faced with having to finish construction, so the home can be sold. Or, 
the lender might decide to sell the home in the unfinished state so the new 
buyer can finish the property to their taste. Either way, it is the lender who 
then makes a claim against the appraiser arguing either a loss was suffered 
on the resale or they had to spend more money to complete construction 
than what was left from the original loan. 
 Far too many appraisers recognize these scenarios and have been 
sued as a result of such situations. What can appraisers do to avoid these 
types of claims? Many appraisers decline this type of assignment. The 
appraiser does not think he or she is qualified to report on the degree of 
construction completed, finds the percentages arbitrary and thinks a lender 
should pay to have a contractor or an architect prepare these reports. Most 
appraisers also think that lenders pay so little for progress inspection reports 
that the amount of time spent and work performed is not being fairly 
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compensated. 
 While other appraisers may share these concerns, they accept the 
assignments simply to maintain the business relationship they enjoy with the 
lender. Those appraisers who do perform construction progress inspections 
should consider the following suggestions of ways to reduce your liability 
exposure: 
 
Use disclaimers 
 Many lenders have pre-printed forms that they ask the appraisers to 
complete. The forms have a list of specific items and the appraiser must 
estimate a percentage of completion for each item. If at all possible, 
consider adding some disclaimer language to the prepared form such as: 
 "This report is prepared for the benefit of the lender to assist in making 
loan proceed disbursements. It is not prepared for the benefit of the 
borrower." 
 Although we would argue that no duty is owed by the appraiser to the 
borrower, having language similar to the above on the form assists us in 
asserting that position. Other language to be added might include: 
 "The purpose of this inspection is to determine an approximate 
degree of completion based on the appraiser's limited knowledge of basic 
construction." 
  "The appraiser is not a contractor and does not have the expertise to 
evaluate the quality of construction, workmanship or materials." 
 The above paragraphs are helpful in the defense of claims made by 
lenders who hire the appraiser to act like a contractor because they are 
unwilling to pay a contractor to perform the same work. 
 
Take as many photographs as possible 
 Photos should be taken during each inspection. If possible, attach 
them to the report. If the lender does not want photos, retain them in your file 
or on your computer. If the lender disputes your estimated percentage of 
completion, the photo would give them the chance to raise their concerns. 
The photos will help to support your version of what the property looked like 
at the time of your inspection. 
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Insist that the lender have the borrowers sign off on your reports and 
on disbursement requests 
 If the borrowers sign off on your report and approve the disbursement 
to the builder, it is more ifficult to later argue that they disagreed with your 
findings. If they disagreed, it should have been resolved before the lender 
made a payment. 
 
Be careful when estimating costs of completion 
 Others may be relying upon what you just consider to be a "ballpark" 
estimate. If you must provide an estimate clearly indicate that it is simply an 
estimate, not a guarantee. Make sure you fully understand the work that 
needs to be done and the materials to be used. Stress that you are an 
appraiser, not a contractor, and that a better and more accurate estimate 
should be sought from a qualified contractor. 
 
NEVER CERTIFY THAT WORK HAS BEEN COMPLETED IF THAT IS 
NOT THE CASE 
 It doesn't matter whether the building materials are on site and the 
work is in progress or not. Promises that the work will be completed must be 
ignored. You might not want to travel back to the site to perform a second 
inspection, but it has to be done. Appraisers have been duped too many 
times only to later find out that promised work was not performed. 
 Suits against appraisers involving the performance of construction 
progress inspections are a troublesome area of appraiser litigation. It may 
not always be possible to avoid this exposure since assignments are often 
accepted to please a client or to preserve an existing business relationship.  
 However, by following some simple loss prevention suggestions, you 
may be able to avoid being cast as the "villain" when the buyer's dream 
home becomes a "nightmare". 
 
About the author 
 Claudia Gaglione is a partner at Gaglione, Dolan & Kaplan, and the 
National Claims Counsel for LIA's Errors & Omissions program. 
 She graduated from the University of Southern California Law Center 
in 1982 and specializes in the defense of professional malpractice claims. 
Since 1987, Claudia and her colleagues have supervised over 8,500 
claims and lawsuits filed against real estate appraisers, and other real 
estate professionals, across the country. 
 By virtue of this experience, Claudia can discuss the types of errors 
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that are avoidable and how real estate professionals can take steps to 
make themselves more defensible in the event they are the subject of a 
claim, and making her the authority on appraiser litigation and defense. 
 
================================================ 
 
Does My Neighborhood Really Need to be Analyzed? What 
Fannie Says Part 1 
 
By Tim Andersen, MAI 
 
Editor's comments: This is the best explanation of neighborhoods I have 
ever read. When reading this, think of market conditions adjustments, that 
we all do. Part 2 will be in next month’s issue.  
 
Part of what an appraiser looks at, practically every day, is the Fannie Mae 
Selling Guide. Note that the Fannie Mae Selling Guide doesn't affect us 
directly. The Fannie Mae Selling Guide has nothing to do with selling either, 
at least selling real estate.  
 The selling part of the Selling Guide has to do with selling mortgages 
to Fannie Mae. The Selling Guide is the underwriting standard that lenders 
who want to sell their paper to Fannie Mae must meet in order to sell the 
paper to Fannie successfully. 
 The lender has to comply with the Selling Guide. Part of the Selling 
Guide has to do with us as appraisers. But we don't answer to Fannie Mae. 
We answer to Fannie Mae through the lender. Therefore, the lender is 
responsible for making sure the appraisal meets Fannie Mae guidelines. 
That is why we have reviews. 
 In this article we discuss the Fannie Mae Selling Guide, but only one 
of the relevant parts: neighborhood analysis. We're going to break down part 
of it in this article. Part 2, next month, will have more information.  
 The Fannie Mae Selling Guide is for lenders. It's not for appraisers. 
But, we need to know the relevant part of it and we need to know it well. 
 
Selling Guide relevant part for appraisers - Section B4-1.3-03 
 Don't worry about B1, B2, B3, B5, etc. Fannie Mae Selling Guide has 
about 1,200 pages to 1,800 pages.  
 That part, Section B4-1.3-03, of the Selling Guide is called the 
Neighborhood Section of the Appraisal Report.  
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 This article will cover neighborhood analysis. There are seven areas 
of interest, although not specifically in this  article. Next month's issue will 
have Part 2.  
 This article is about five factors of neighborhood analysis: what 
Fannie Mae expects of the appraiser in this particular section. This article 
discusses neighborhood boundaries, characteristics, and factors affecting 
the neighborhood. Also discussed are the three steps in neighborhood 
analysis and the influences of market forces within that particular 
neighborhood. 
 
Fannie's use of the word "neighborhoods" and USPAP  

USPAP does not use the word "neighborhood." USPAP stopped 
using that term back in '06. I think it was because of its racial connotations. 
USPAP and Fannie Mae both do what they want to do. Fannie Mae still uses 
the term "neighborhood."  
 Neighborhood is defined as "an area of complimentary land uses."  
 You start with a basic house.  
 A complimentary land use is other basic houses. It's also the proper 
number and quality and width of roads. It's also the quality and quantity of 
infrastructure including: sewer, water, electrical, high-speed internet service, 
etc.  
 This relates to if the subject residence is within an acceptable 
distance from shopping, recreation, religious worship, so on and so forth.  
 Those are called linkages, such as schools. For example, is the 
subject within a school district popular with the market or one the market 
demands? 
 
Neighborhood trends 
 As we look at an overview of neighborhood analysis, we look for what 
are its characteristics and trends that influence value, especially residential 
value. Obviously, those influences affect commercial value too, but that's 
not our interest in this  article. Fannie Mae wants to know what those trends 
are.  
 Trend is not only a photograph, which is basically what an appraisal 
is. It's a photograph, in one instance in time.  
 Fannie Mae wants us to discern trends from the information that we 
obtain, so we can take that photograph.  
 Of course, a trend is a projection into the future. Appraisers can't 
predict the future. Nobody debates that. But we can look at the past and say: 
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if what happened in the past is any indication of what's going to happen in 
the future, then the trends in the neighborhood indicate X, Y, and Z. Fannie 
Mae expects us to tell her how those trends will affect value in the 
neighborhood.  
 It's very common for appraisers to say, no, the land use in the 
neighborhood is not changing and then stop there. More explanation is 
needed.  
 
How neighborhood trends influence value 
 What Fannie Mae is asking us to say is: what these trends will indicate 
for the future. Fannie Mae wants to know why those influences affect value. 
Fannie Mae wants to know these trends so she can understand the risk in 
the neighborhood. 
 This is very important and is what most appraisers miss most of the 
time. Reviewers and state regulators look at this.  
 
Fannie wants to know the risks 
 Is investing in mortgages in this particular neighborhood risky? All 
investments have a risk component. Fannie wants to know if investing in 
mortgages in this neighborhood is unnecessarily or unduly risky.  
 That does not mean Fannie will not make the mortgage. Fannie will do 
what it must do under the law. However, Fannie Mae understands that for 
riskier loans and riskier loan portfolios, those loans will be sold to investors 
at a greater discount than it would otherwise. 
 Part of what Fannie Mae asks is to tell them the risks in the 
neighborhood. Then they'll understand how much discount, if any, over what 
we normally offer. Then we can sell these loans at a discount in order to 
make investors buy them to keep the cash flowing.  
 Appraisers telling Fannie Mae the risks in the neighborhood is one of 
the main reasons for an appraisal.  
 Fannie Mae, more or less, already knows what the property is worth 
through its own algorithms and internal data, and they know this within a 
reasonable window of error. They want to know more, however, about the 
risk factors in the neighborhood. 
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Do not judge the neighborhood 
 In addition, Fannie Mae does not want us to judge the neighborhood.  
 Here is an example. How many times have you written an appraisal, 
or read an appraisal, in which you saw this sentence, "The subject is in a 
good neighborhood"? Probably more than once. You've probably got some 
of those in your files, right? That's judging the neighborhood, which Fannie 
Mae specifically does not want.  
 To say the subject is in a good neighborhood doesn't mean anything 
because there's no definition of a good neighborhood.  
 Rather, you might want to say, the subject is in a neighborhood where 
the market continues to demand home sales and here are the reasons that 
demand continues. That's a far better replacement and it doesn't judge the 
neighborhood, which Fannie specifically says, please don't do. 
 
Using comps outside the subject's neighborhood 
 The neighborhood analysis identifies the area that is subject to the 
same influences as is the subject property in the context of typically buyers. 
What are the ramifications of this?  When we identify, in the 
neighborhood analysis, whatever it is that influences the subject, we are 
saying that those influences are built into the sales price of the comps, 
assuming the comps are from the same neighborhood.  
 Fannie doesn't have any problem if you go outside the subject's 
neighborhood for comparables. She knows that sometimes that's just 
inevitable.  
 What Fannie is saying is that if you choose to go outside of the 
subject's neighborhood, which you delineate, go outside of the 
neighborhood.  
 But then you have to analyze the influences on value outside of the 
subject's neighborhood to see if they're the same influences of value within 
the boundaries of the subject's neighborhood.  
 If they are, fine, you don't have to adjust for them. If they're not, 
however, then you have to adjust for the differences in value those 
influences affect; otherwise, what we end up with is an apples to oranges 
comparison. 
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Neighborhood boundaries 
 The neighborhood analysis is important because it tells Fannie Mae 
what influences value, marketability, etc., in the subject neighborhood.  
 The appraiser has to look for those same influences in comparable 
neighborhoods. If those influences are the same in the comparable 
neighborhoods, we don't have to adjust for them. If they're not, we do have 
to adjust for them.  
 Fannie Mae makes it very clear you determine the subject's 
neighborhood boundaries. You delineate the subject's neighborhood by 
inspecting it. That can mean driving through it, bicycling through it, walking 
through it, and living in it.  
 The appraiser has to become familiar with the subject neighborhood 
boundaries, not merely by looking on a map, but by putting boots on the 
ground to determine what the neighborhood boundaries are.  
 We determine where what influences the subject stops. That's where 
the neighborhood boundaries are. Those boundaries are our judgment call. 
 
Three factors in neighborhood analysis  
 Within the neighborhood analysis, Fannie Mae is basically looking for 
an analysis of three factors. It's looking for a description, a narrative, 
concerning the three factors/forces in a neighborhood that tend to affect 
value.  
 The factors are economic, governmental, and environmental forces. 
In many cases, those forces overlap. 
 
Economic forces - vacant and boarded up properties 
 Fannie Mae uses two specific examples. It says economic forces are 
vacant or boarded up properties and the level of essential support services.  
 Just because a property is vacant or boarded up is not an indication of 
a positive or negative; it's merely an indication of reality.  
 For example, there are many places in the United States in which 
there are summer seasons or winter seasons. Outside of those seasons, 
properties may sit vacant; they may sit vacant nine months a year. That 
doesn't mean they're vacant; that just means nobody's living there. So if you 
appraise in an area that has a seasonality factor, you have to account for 
that.  
 Just because a property is vacant doesn't mean it's vacant. It's vacant 
because nobody's living there. Why is nobody living there? Is nobody living 
there because nobody wants to live in that neighborhood, or because it's a 
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seasonal neighborhood and this isn't the season when people live there? 
 Boarded up properties are the same. Obviously, properties boarded 
up can indicate decay. It can also indicate that there's been fire damage and 
there is going to be renovation. There can be demolishing of improvements 
to start all over again, repairs, etc.  
 It can indicate that somebody has bought a property, is gutting the 
inside to put up something else. The owners or developers don't want 
anybody, yet, to know what's going on inside.  
 Just because a property is vacant or boarded up is not a negative 
indication. It's up to the appraiser to analyze that.  
 An AVM can't do that. Only an appraiser can do that. Only somebody 
who puts boots on the ground in the neighborhood can do that. So that's an 
advantage that we have. 
 
Economic forces example - essential services 
 Fannie Mae's second example of economic forces is the level of 
essential support services. That means water, sewer, electrical, telephone, 
and internet. It also means fire, police, ambulance, trash and garbage 
pickup, etc., etc., etc.  
 Just because an area does not have a high level of essential support 
services is not negative.  
 For example, in the western United States, there are many areas of 
large, expensive, custom built homes on huge lots of 10, 20, 40 acres, with a 
very low level of essential support services because it's just too expensive to 
extend those support services to those heavily rural areas.  
 You won't find water, sewer, and may have to deal with a natural gas 
tank buried in the backyard. You probably have proper internet access.  
 That's all fine, but you don't have public water and sewer or many 
libraries and hospitals. But, when people buy in those heavily rural areas, 
they already know that. So you don't have to adjust for it because their 
absence is already built into the comparable sales prices. 
 
First governmental force (influence) - zoning 
 The next type of force is governmental force or influence. That 
includes three: zoning, laws governing businesses, and laws governing 
taxes.  
 For example, we all know that zoning affects use. Zoning is a major 
component of the highest and best use part of real estate appraisal, so we 
have to understand zoning.  
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 Does zoning permit single-family houses or single-family houses with 
mother-in-law apartments? Does it permit single-family houses with a rental 
unit in the back? Or single-family houses with a rental unit in the back and 
you can operate a business out of the house as well? All of those come into 
zoning.  
 That's why the appraiser has to understand zoning beyond merely 
what the zoning code or zoning classification is. 
 
Second governmental force - laws governing businesses 
 Part of the city of Lake Tahoe, CA is in Nevada and part of is in 
California. The part in Nevada has gambling. The part in California doesn't.  
 Across the street, because it is the boundary line between those two 
states, the east side, Nevada, has gambling and in the west side in 
California, there is no gambling.  
 You have to understand the laws to understand what businesses can 
go in there. Businesses don't go where there aren't other businesses. What 
are the laws governing those businesses?  
 In a downtown area, you have banks, retail shops, restaurants, etc. 
You don't have pig rendering plants, heavy industrial plants, etc. There is 
zoning, but there are still laws that govern businesses. In that particular town 
in California/Nevada, on one side of the street, you can have gambling 
businesses and on the other side of the street you can't.  
 
Third governmental force - taxes 
 When we buy property, we tend to buy it in the fee simple estate. That 
doesn't mean we can do anything with it we want to. It means we can do 
anything with it we want to within the boundaries of the law. One of those 
laws is: taxes will be applied.  
 We look at the taxes, not only as they are, but as they have been. 
Then we call the Office of Finance at the local town and say, "hi, anybody 
planning any tax increases anytime soon?" That tells us the level of taxes 
past, present, and future. 
 
Environmental forces example - gas stations 
 Fannie points to two examples: hazardous waste sites and proximity 
to an airport. These do not mean, necessarily, a negative. Typically they are 
negative, but they don't have to be.  
 Relatively few of us will ever deal with a designated hazardous waste 
site. However, we might deal with a residential property close to a gas 
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station. Gas stations that have been built in the last 15 years don't have 
much of a problem with leakage.  
 Older gas stations that have not been renovated have steel tanks. 
Steel tanks eventually rust and wear out and the gas leaks out. That can be 
anywhere from a minor bother to devastating because the gas leaks out, gas 
is lighter than water, so the natural water in the ground tends to push the gas 
up toward the surface and then the gas plumes. 
 In other words, the movement of water through the ground carries the 
gasoline to various places, and if it contaminates other properties in the area 
that can be, well, that can be awful, because the entity who owns the gas 
station that's leaking gas can be responsible for the remediation, not only of 
the gas station site, but all the sites around it that have been contaminated.  
 Just because you're not near a hazardous waste site doesn't mean 
there isn't a contamination factor to consider. Where do you get this data? 
You can call the county or the municipality, usually the county, and they'll 
have some information on gas stations and what are called surveys. It 
doesn't mean the survey as we tend to think of it, but that the property has 
been investigated to see if there is any gas leakage and how much, etc. 
 
Environmental forces example - airport 
 Proximity to an airport, in and of itself, is not necessarily a negative. 
For example, you live next to O'Hare Airport in Chicago, which may be a 
negative. But the influence of the airport is already built into the sales that 
are next to the airport.  
 In many parts of the country, there are private airports around which 
are built huge, expensive, custom built homes, some that are capable of 
handling jets. As a result, people go in and spend millions of dollars on a 
house on a big site so they can park their jet in the garage. Most people park 
cars in the garage.  
 These houses, which tend to be very expensive, custom built, 
beautiful homes, have a jet in the garage. Proximity to that airport is not only 
not a problem, it adds premium to value to those who want to be able to park 
their airplane in the garage next to the house. 
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Final comments 
 The point I'm trying to make here is: Fannie Mae is looking, number 
one, for an analysis of all of these factors, and number two, for us to tell her 
what the risk factors are in the neighborhood.  
 Fannie Mae judges the risk via her own criteria, but she can't judge 
those risks unless she knows what they are. That's our job.  
 Just so you'll know, and this is the shameless commerce part of the  
article, if you go to my website www.theappraisersadvocate.com/products , I 
have a book there that will help you understand what Fannie Mae requires of 
the neighborhood analysis (36 Answers You Need Now! Understanding 
Neighborhood Analysis). I hope you'll take a look at it, and quite frankly, I 
hope you'll buy it. 
 Get in touch with me if you have any questions on this article. Get in 
touch with me if you have any questions about what's in the book on 
neighborhood analysis. If you get that letter from your State Appraisal 
Board, get in touch with me, I can help you with that too. Email:  
tim@theappraisersadvocate.com .  
Website: www.theappraisersadvocate.com  
 
Editor's comments about this article 
 Tim's podcast on this topic was published in May, 2020. Part 2 was 
published in June, 2020.  
 I edited the professional transcription to make it reader friendly.  
 
If you liked Tim’s Article above on, Buy his Book!!  
 “36 Answers You Need Now! To Help You Master Neighborhood 
Analysis (2nd edition)” 
 See the last page, above the graph, in this newsletter for my 
review of Tim’s book.  
 
About the author 
Timothy Andersen, MAI, MSc., CDEI, MNAA 
tim@theappraisersadvocate.com  
The Appraiser's Advocate! 
The USPAP Expert! 
561-635-5265 
www.theappraisersadvocate.com  
• Florida State-Certified General Real Estate Appraiser, RZ998 
• Master of Science Degree (MSc) in Real Estate Appraisal 

http://www.theappraisersadvocate.com/products
mailto:tim@theappraisersadvocate.com
http://www.theappraisersadvocate.com
mailto:tim@theappraisersadvocate.com
http://www.theappraisersadvocate.com
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• AQB Certified USPAP Instructor, #44574 
Practice limited to: 
• USPAP Instruction (QE and CE) 
• USPAP Consultations for Appraiser Defense 
• USPAP Expert Witness Testimony and Consultations 
• Standard 3 & 4 Reviews for USPAP Compliance 
• CE and QE Writing, Instruction, and Consultations 
• CE Course Development and Presentations 
• Appraisal development & reporting consultations 
• Appraisal editing 
• Public Speaking 
 
 
New Year's resolutions. Set goals for 2022 and plan how you will 
accomplish them 
 
It is easy for me to write about appraisal business topics. I just look in the 
mirror… Of course, this can be done at any time, but most of us think about 
New Year's resolutions (or did in the past) so this is a good time to work on 
them. 
 You can set goals at any time, but why not do it now? 
 In this article, I don't focus on losing weight, which is one of the 
hardest goals to achieve. This requires eating habits acquired over many 
year's. Instead I focus on very specific goals, mostly business related, that 
you can achieve. 
 Write down specific goals and see how well you do during the year. 
This is very important. Dates are good to set also. You can revise your goals 
when you need to. 
 Start small. Pick two goals. For example, take one short CE class or 
Webinar to update your appraisal skills in March. 
 If you don't succeed, don't get discouraged. Just pick another goal or 
schedule it for another month. Having strong willpower is not something 
we're born with. 
 Nothing in this article is new. I am just applying these well-known 
techniques to appraisers. There have been many studies showing that they 
really work. 
 I have included some personal goals. What is more important, your 
business or your family and friends? Don't forget your non-work personal 
goals, such as taking a class in something you have always wanted to learn 
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about, such as wine tasting, wood working, or having lunch with old friends. 
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How much time will this goal planning take? 
 It will take little time to write down your goals. What is more 
challenging is taking the time to really think about them. Set aside some 
"quiet" time to get some ideas. Think about it while you are driving around. 
 There are many, many possible goals, both personal and business 
Decide some that you are likely to accomplish. 
 
What if you don't want to do this now? 
 I just picked New Year's resolution as the title of this article. Many 
people do set New Year's resolutions so it seemed like a good time to write 
about goal setting. You can certainly do this at any time. But, maybe January 
1 will get you inspired. I did it myself for 2015 for the first time. It definitely 
helped me get motivated. 
 Don't just say "I will do it some time". Instead, make a definite date 
and set how many goals, such as setting two business and two personal 
goals by March. 
 
What time period to use? 
 Instead of doing goals for one year, you could start with 3 months. 
See how it goes and whether it needs modification. 
 
What is most important to you? 
 Don't set too many goals. Is it increasing income, decreasing 
expenses, learning new appraisal skills, etc. Make a list of what you want to 
accomplish. It is different for every appraiser and changes over time. 
 
Why New Year's resolutions fail 
 50% of Americans set New Year's resolutions. 
 A study by Richard Wiseman from the University of Bristol involving 
3,000 people showed that 88% of those who set New Year resolutions fail, 
despite the fact that 52% of the study's participants were confident of 
success at the beginning. Fewer resolutions fail when you share them with 
others. 
• Pick one, or a few, resolutions. 
• Start with small, specific goals. 
• Tell others. 
• Write them down for yourself. 
• Identify obstacles and possible solutions. Expect setbacks and learn to 
recover from them. 
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• Reward yourself when you accomplish your goal. For example, going to a 
movie or reading a fictional book, such as a mystery, thriller or any other 
type for a few hours. I am a big science fiction fan, but don't seem to have 
enough time to read much or watch movies. 
 
Share your resolutions with friends and family 
 You will be much more likely to do them. For example, tell your 
spouse or a good friend that you are going to take a vacation at least four 
days long in the month of May. Or, tell an appraiser friend that you will attend 
one meeting in March of a local appraisal group that he belongs to and set 
the date. 
 Or, tell a local Chamber of Commerce regular that you will see her at a 
scheduled event in April. Or, have a spouse "date night" once a month. 
 I have found that when I let others know about my goals, I am much 
more likely to accomplish my goal/resolution. Every time I speak or see the 
person I am reminded. 
 Email a weekly or monthly report to a friend, even if it only says 
"nothing done this month". This definitely helps. 
 
Business resolutions 
 Below are examples. Setting specific dates is very important. You 
know what is important to you. 
• Set up a budget for 2022 by the end of February (See the article in this 
newsletter). 
• Bring your lunch one day of the week when working in the field. (Saves 
time and money, plus is healthier.) 
• Fire two AMCs by the end of February. 
• Start working on your income taxes in January. 
• Update your Web site by the end of March. 
• Work on getting a more positive attitude toward your clients, fees, etc. Pick 
one client to start with. 
• Work on not getting very upset with client stupid requests. The client does 
not care and it takes a lot of your time and energy "steaming". Even more 
important, don't let it affect your family. Start with one client or one incident. 
Relaxation techniques and exercise can really help. 
• Get one good new client in the first six months. Start your search in 
February. Get another new client before the end of the year - start looking in 
April. 
• Maintain contact with a few local appraisers that you know. Call them every 
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other month, starting in January. Discuss local appraisal issues, data 
services, etc. Try not to do too much complaining. 
• Learn how to do something new on your current software programs or 
MLS. 
• Learn how to use a new software program or smart phone app. 
Examples (pick what is important to you): 
• Using more of your MLS' (or any other data source) features plus how to 
use them more effectively. Your goal for April. 
• Take two CE classes to update your appraisal skills, not just "get hours". 
Check provider calendars or on-line offerings. Do one in the first half of the 
year and the other on the second half of the year. Pick specific dates and 
sign up early so you will be less likely to cancel. Local often work best, 
especially if it is a local instructor. 
 
Pick one or two business activities to do. 
 Note: With the pandemic, this is more complicated. Some places have 
live, in person meetings (good for networking) and some are all virtual (good 
for CE). It all depends on your risk level.  
Examples of in-person: 
• Attend a local Chamber of Commerce meeting every other month, starting 
in January. 
• Attend a meeting of a local appraisal group. Set the date. 
• Attend a local, regional, or national appraisal conference. Sign up ahead of 
time. 
• Join a local business networking group in January. They are good for 
possible appraisals, plus hear how other business owners are doing.  
• Set up a local appraisers group with a few other appraisers you know. Meet 
once a month for lunch.  
 
Zoom meetups 
 Zoom works best with fewer attendees. It is challenging to keep 
people from speaking at the same time with more attendees.  
 I met once a week with a local appraiser, prior to the pandemic. We 
kept weekly zoom lunches for about a year.  
 You could zoom network with other appraisers, real estate agents, 
etc. Many have zoom meetings. You will be seen so they will remember you 
when you call for more information on a comp, help on an appraisal, etc.  
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Personal resolutions 
  Note: The pandemic changed a lot of this live classes and events. Modify 
them for your Covid risk level.  
• Schedule specific times for your family and friends and don't postpone. 
Examples: 
• Regular "date nights" with your spouse on the 2nd and 4th Sundays of the 
month. 
• Regular family events, such as attending a sporting event, child's music 
performance or sporting event. Put it on your calendar. 
• Take a non-business short class to learn something. Look for class 
offerings. Register for them so you will attend. There are many, many 
excellent free online lecture classes such as Kahn Academy and free 
classes from top-rated universities. Or, something you used to do in the 
past, such as photography, and want to get updated. Set a specific time, 
such as the 2nd Saturday of the month. 
 Local community colleges and adult schools offer short classes. 
Senior centers are a good place, for those over the age limit (50 in my city). 
 My mother took classes her entire life, in all types of topics. She never 
got a degree, but really wanted to learn. I have taken a lot of live 
nonbusiness classes over the years, in topics that interest me. 
 
Where to get more information 
 There is some advice online, but it mostly focuses on personal New 
Year's resolutions. Some articles give overall advice, similar to what I have 
written. Google "small business New Year's resolutions". 
 
===================================== 
 
When the best comps are four years old 
 
By Ryan Lundquist 
 
Editor’s Note: This is a good 
example of how a very knowledgable and experienced appraiser handles 
this problem.  
 I have gone back as far as 10-15 years for comps for an usual 
property. Market conditions adjustments are easy to  make.  
 
Do appraisers have to use comps from the past 90 days? Nope. Of course 



  
Page 20  January 2022 Appraisal Today 

 

 

not, but this idea is still pretty common. The truth is sometimes the best 
comps are much older. Usually they're not four years old, but they were in 
this situation. 
 
Some details 
 The subject is located in Old Folsom (Near Sacramento CA) and was 
built less than ten years ago, whereas most neighborhood homes were built 
many decades ago. The subject is about 2,500 sq. ft. with a 572 sq. ft. 
Accessory Dwelling Unit (ADU).  
The house had a high quality of construction. The builder nailed the 
architecture because it resembled the old world charm found in nearby 
homes. 
 
My appraisal & the sale 
 I did an appraisal before the subject was on the market to assist the 
owner in pricing the property. A local  
agent listed this home at $899,999 and it sold for $925,000 in only six days 
of market exposure. It had four offers. (The real estate agent gave Ryan 
permission to share this information.) 
 
Lack of recent comp:  
 There were no recent similar sales. Zero. Most other areas of Folsom 
are much newer in age, too, so using other neighborhoods wasn't ideal in 
my book. This is why I chose to focus on older sales to understand the 
neighborhood market. 
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The city vs the neighborhood:  
 I looked up sales to get an idea of what buyers have been paying 
historically in Old Folsom. Lately there hasn’t been anything above the low 
$700s, but if I look back in time I can see two outliers in particular. Could 
those be clues for me? 
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The best comp:  
 As I looked back in time I found a neighborhood sale that was ideal as 
a comp because it was newly constructed, had era charm (higher quality), 
and it also had an accessory unit. It’s like the heavens opened up and gave 
me a gift. Yet this sale was from 2015. Doh!! But then again, this property 
sold twice on the open market and commanded a price premium both times, 
and that helped show what the market was willing to pay for something 
unique.  
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How does the best comp compete? 
 I wondered how this one comp competed with the rest of similar-sized 
sales in Folsom too, so I made some visuals. This gave me clues into what 
was competitive in the past during both sales. In other words, which areas of 
town did this property compete with when it sold in 2006 and 2015? 
 

 
       



  
Page 25  January 2022 Appraisal Today 

 

 

How much has the market changed?  
 I gauged the increase in value since 2015. The market had increased about 
$125,000 to $150,000 since this property sold based on the trendline on the graph 
and other sales, so I gave a huge adjustment up in my report. By the way, if you 
don’t know how to graph, you can always try to see the market by comparing sales 
in 2015 vs 2019 or maybe crunching numbers on a CMA. But then again, why not 
learn to graph? https://youtu.be/eWZs2J5ryH4  
 

 
 

https://youtu.be/eWZs2J5ryH4
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Closing thoughts 
 
1) Be sure to look wide enough:  
 Sometimes, we focus so heavily on comps over the past 90 days, but there 
might not be any. At times we need to look much further in time to get a sense of 
how a unique property might fit into the market. 
    Whatever we do, let's just be cautious about imposing such a narrow view that 
we miss older sales that might be relevant. Usually, we might have sales within the 
past 12 months, but this was a unique case. 
    I'd recommend finding more than one comparable sale too, because one data 
point might not be enough to get a sense of value. 
 
2) Keeping lenders happy:  
 Lenders like things to be neat and often ask appraisers for very recent sales, 
but in my mind, there just wasn't anything adequate to use that was recent. 
    This would be a really ugly appraisal for a lender, and it's why I told the owner 
that the appraiser for the loan was going to have a hard time finding two other 
similar sales that were more recent. I don't know what the appraiser did, but part of 
me hopes at least the appraiser used this one older sale because, in my mind, it 
was the best. 
 
3) Crunching old data but using new sales: 
  It's possible to use old data to help understand the market and still focus on 
new comps. So in a case like this, you could study much older sales but then 
choose to focus on much newer ones in an actual appraisal or CMA. 
 
4) The fine print of lenders:  
 Keep in mind lenders do sometimes have requirements for how old comps 
can be. For instance, FHA wants all sales to be within 12 months. So if a buyer 
here was using FHA, I could study older sales and even give weight to this older 
sale in the comments in my report, but I wouldn't actually use this as a comp in my 
appraisal. 
 
About this article 
 This article was originally published on May 8, 2019 on  
www.sacramentoappraisalblog.com . Copyrighted - property of Ryan Lundquist 
and Lundquist Appraisal Company. Re-printed with permission. 
 

http://www.sacramentoappraisalblog.com
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About the author 
 Ryan Lundquist is a Certified Residential Appraiser in the 
Sacramento, California area. 
 Ryan has been appraising full-time since 2003. His clients include home 
owners, real estate agents, governmental agencies, buyers, CPAs, and attorneys.  
 He handles appraisals for estate settlement, divorce, prelisting, 
and other types of private matters.  He is an expert witness in court 
as well.Ryan speaks monthly in real estate offices to share what the real estate 
market is doing as well as teach appraisal-related classes. He also speaks at most 
local real estate related associations in the region. 
 Beyond work, Ryan's passions include woodworking, walking, and family. 
When he retires he plans to have a woodworking business.  
 
 Increasingly, Ryan is in the news. The press section of his blog has quotes 
in local and national publications.  
 
================================================= 
 
If you liked Tim’s Article on Page 5, Buy his Book!!  
36 Answers you need now! To Help You Master Neighborhood 
Analysis (2nd edition) 
 
Tim's articles in this newsletter (Part 1) and the upcoming February issue (Part 2) 
are an introduction to Fannie Mae's neighborhood analysis requirements. 
 His 33-page PDF book,36 Answers you need now! To Help You Master 
Neighborhood Analysis (2nd edition), is very well organized and expands on these 
articles. At the end is the 6-page text of 84-1.3-03 Neighborhood Section of the 
Appraisal Report (02/05/2020) from Fannie Mae Selling Guide), so you don't have 
to find it yourself.  
 I have included excerpts below so you can see what it is like.  
 
Excerpt: The lenders role and appraisers (Page 1) 
 "Remember: the lender will sell its loan paper on the secondary market. 
Thus that lender has no skin in the game once the loan is funded and the paper 
sold. The investors who purchase the lenders' paper are not interested in the value 
of the individual properties comprising the loan  portfolio. Their interest is the value 
of the entire portfolio and its ability to provide a stipulated ROI on the investors' 
funds. As a result, to the lender, and to the investors who purchase the paper, what 
is important is that an appraisal provide a proper analysis of the risk(s) involved 
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with the investment."   
 "Therefore, the appraisal's final value opinion is not so valuable as is the 
appraisal's ability to assess the risks to which the subject and its neighborhood are 
subject, and the appraisal report's ability to communicate them. Interestingly 
enough, there is nothing in the 1004 form specifically to assess risk. There is 
nothing in an appraiser's training (QE or CE) relative to risk assessment. Those 
are underwriting functions. So, what this means is the lender and mortgage 
investors hold the appraiser responsible for underwriting functions. Is that really 
the appraiser's position? Clearly not. But the scope of an appraisal has creeped so 
far as to include this now."   
 "However, by filling out the Neighborhood Analysis section of the 1004 form 
per Fannie Mae's requirements as found in the Selling Guide, the appraiser 
addresses, to some extent, the risks associated with the subject's neighborhood, 
which is what the investors really want." 
  
Reviewer question (excerpt from book - page 33 and 34) 
 "Look at the 1004 form. It covers all of the materials in the neighborhood 
section. However, the 1004 form does NOT tell the appraiser which analyses are 
necessary in order to fill in the neighborhood section of the form credibly. For 
example, the form merely asks for the neighborhood's boundaries. However, for 
example, the FMSG (Fannie Mae Selling Guide ) makes it clear the appraiser must 
be able to explain why/how s/he chose those boundaries, as well as why/how that 
choice of boundaries affects the subject and its marketability." 
 "Recently, an appraiser contacted me with a question about comments in a 
USPAP-compliance review. In it, the reviewer asked the appraiser to explain the 
choice of neighborhood boundaries. My client (the appraiser) did not understand 
this request in that it was the first time anybody had requested that information. 
What this came down to was the reviewer simply asking for support for the 
appraiser's conclusions the neighborhood boundaries were actually what the 
appraiser said they were." 
 "In other words, the reviewer asked the appraiser, "Why these boundaries, 
but not some others?". While the report should contain a summary answer to that 
question, the support for those conclusions must be in the workfile. Note, too, this 
is a question that state investigators routinely ask, as well as one for which they 
seek a market-data supported answer."  
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About the author's writings  
 Tim is dedicated to clear and effective writing. He is an excellent writer. He 
loves to write. Per Tim, he never wanted to be anything more than a high school 
English, Spanish, or history teacher. I studied biology and chemistry in college and 
worked in labs before I started appraising. I failed the English exam when I started 
college and had to take bonehead basic English class. You never know where 
your life will lead!! 
 
About the author 
 Tim does a lot of speaking, writing and teaching about USPAP and focuses 
often on Fannie requirements. He does a lot of (paid) consulting with appraisers to 
help them do better, more supportable, appraisals.  
 
About this book 
 There is no table of contents or index, but is not hard to follow. It is in 
electronic format, so you can search for the topic you want.  
 The price is $19.95. To order, go to 
www.theappraisersadvocate.com/products You will receive the book by email. If 
you have any problems, email tim at tim@thappraisersadvocate 
 

http://www.theappraisersadvocate.com/products
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MBA Loan Volume Application Index – 1/16 to 12/21 
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