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Business is down and many
appraisers are thinking about

doing non-lender work. If you are
doing them now, this article has ideas
for expanding into other types of
non-lender work. 

Working for lenders is very differ-
ent than working for non-lenders. 
• Requirements: Lenders/AMCs have
many that keep changing Non-
lenders have more reasonable
requirements if any. 
• Fees: Lender - very competitive.
Non-lender - higher fees than
lenders, much less competition. 
• Marketing: Lender get on AMC
and lender lists. Non-lender: market-
ing in person and online. 

In this article are lists of the pluses
and minuses of lender vs. non-lender
appraisals. I also include a list of
many different types of non-lender
appraisals with pluses and minuses
for each one.

Future articles will focus on mar-
keting, communication and the
details of different types of non-
lender appraisals.    

Questions and comments below to
help you evaluate your experience
and education when doing non-
lender appraisals

Unfortunately, after licensing start-
ed, many residential appraisers were
not trained by experienced appraisers
who did non-lender appraisals. You
mostly learned how to fill out the
Fannie forms. 

Don't get discouraged when
answering the questions, such as your
lack of experience in non-lender
appraisals. You know how to
appraise. You can learn how to apply
what you know to get started in non-
lender appraisals. 

When I started my appraisal busi-
ness in 1986, I had only worked for
an assessor and had never seen a
Fannie form. I accepted many differ-
ent types of non-lender assignments.
Local appraisers gave me lots of
advice. 

You are not using any Fannie
guidelines or forms. 

Non-lender appraisal experience
The more experience and educa-

tion you have, the easier it is to get
started.
• Have you ever done a non-lender
appraisal? If so:
•  How many in the past few years?
•  How many in the past year?
•  What types of non-lender
appraisals have you done?
•  Which did you prefer?

www.appraisaltoday.com

Editor’s Note on this newsletter’s
articles: Both the second and third
articles discuss why having a greater
understanding and ability to explain
is important for non-lender appraisal
clients. 

You are not restricted in how to
appraise. No lender/AMC require-
ments which change regularly.. You
have USPAP and sometimes client
requirements which are relatively sta-
ble.

I quit doing residential appraisal
for lenders in 2005.

http://www.appraisaltoday.com
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If you have little or no non-lender
experience, consider starting with
estate work, which very seldom
requires expert witness testimony. I
have been writing about estate/trusts
for many years in this newsletter. Or
doing an appraisal to recommend a
sales price on a private sale to a ten-
ant, relative or neighbor.

What types of non-lender work do
you want to do? See the list below. 

I did many types when I started
my business. Over the years, I finally
decided to do just estate appraisals
and sometimes an appraisal for pur-
chase by a neighbor or friend. 

I liked working with people who
had recently lost a loved one, as I
had personal experience. I was not
too fond of divorce appraisals
because the parties had too many
personal issues. 

Read my 2018-2019 articles on
the paid subscriber web page to see
what you prefer. Business picked
way up in 2020, so I quit writing
about non-lender work. Speak with
other appraisers about how they like
their non-lender work. 

What if you don't like AMC
requirements that keep changing
and other hassles?

For non-lender appraisals, your
primary "rules" are from USPAP,
which usually does not change much
between editions. Sometimes there
are specific requirements for a non-
lender appraisal, which don't change
very often, such as the IRS definition
of fair value for estate/trust
appraisals. 

I never liked working for residen-
tial lenders as they told me how to do
my appraisals, which kept changing,
especially when AMCs took over. 

I started appraising at a California
assessor's office with relatively
straightforward requirements that 
seldom changed. My job was to
appraise all the properties in a specif-
ic area, equalizing the values, so

everyone paid their fair share of
property taxes. I was very lucky to
have gotten this fantastic experience
when I started appraising. 

Are you willing to market your
appraisal services?

With AMC appraisals, you apply
and get on lists. Little if any market-
ing is required.

Remember what it was like before
AMCs took over? You marketed to
lenders and mortgage brokers. There
were face to face interactions, and
you called them on the phone. You
knew the review appraisers at lenders
and could call them. Appraisers deliv-
ered appraisal reports personally, took
clients to lunch, etc. I did regular
marketing to my lender clients.   

Non-lender appraisals are totally
different as typically you have many
one-time clients. You don't often have
a few clients that give you multiple
assignments.   

You must have a voice mail mes-
sage that includes your name and
what you do. I call many appraisers
who have recorded: "John is not
available now." I assume they don't
want any appraisal business. Worse is
just "leave a message" or no message. 

For non-lender work, you need to
let people know you are available. I
networked heavily with local real
estate agents, including going on the
open house tour almost every week
since 1990. When I started, I was
active in the local Realtors associa-
tion and spoke at weekly marketing
meetings at all the local offices. 

I was also active in local appraisal
groups and became "the Alameda
expert" (where I live). I still get regu-
lar referrals from appraisers. 

My Google business listing and
website have been an excellent
source of about half of my non-lender
business. The other half is from refer-
rals. An updated article is coming
next month on Google Business list-

ings. For now, download the 11-18
issue on the paid subscriber page,
which has a brief section on Google
listings on the first page. 

How curious are you? Do you want
to learn about new topics in CE
classes, books, and articles?

I have always been very curious. I
don't like appraising tract homes,
which is too boring for me. Before I
started appraising, I worked in labs
for 7 years, which was also not very
interesting. 

When I take CE classes, I want to
learn something new. Many classes
are local where I live, with local
instructors. National classes are avail-
able on many topics. 

What types of properties do you like
to appraise?

In non-lender appraisals, you get
all types of properties to appraise. Do
you prefer standard tract homes or
the "tough ones"?

Do you like challenges and learn-
ing something new about appraising?

Are you a certified general
appraiser?

If so, you will have many more
non-lender opportunities. You won't
have to decline mixed-use apart-
ments, retail, office, warehouse, and
many other types of properties. 

You can accept multiple property
assignments, such as an estate has 15
local properties: 8 houses, 4 5+ unit
apartments, and a small office build-
ing.    

You will also have experience in
different situations, such as Highest
and Best Use issues, plus experience
writing narrative reports.  

What appraisal books, magazines,
and online materials do you have
and use?

There are not many books and arti-
cles for residential appraisers. Most
books are for commercial appraisers
and are from the Appraisal Institute.
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Commercial appraisers do many dif-
ferent types of properties. 

Do you have Mark Ratterman's
books or Frank Harrison's book
"Appraising the Tough Ones? Other
books include Condos and PUDs.
The Appraisal Institute publishes
most appraisal books.

If you do litigation, there are many
resources. 

Do you check out the links in my
FREE FRIDAY NEWSLETTER
for some practical tips on how to
appraise?  

What type of CE classes do you
take?

Fastest and cheapest? You will
need to pay for classes and seminars
to learn more.

Local instructors? These are the
best, as the instructor can answer
your questions more easily if it
relates to your local market. If not
local, they can answer questions such
as how to approach an issue.  

Live or online? Live is the best
for networking and learning.
Instructors can help you during the
class and later with your questions. 

Online instructors can help with
some questions, even if they are not
local. 

How do you network with other
appraisers?

When you start doing non-lender
appraisals you will need other
appraisers to contact. 

Who do you call with the tough
questions? Don't know anyone?
Finding appraisers who can give you
good advice is a very good idea. 

Soon after starting my business in
1986, I established a network of very
experienced appraisers who helped
me get started with many types of
non-lender work. I still contact them. 

They helped me get started in liti-
gation support, relocation, divorce,
government agencies, etc. 

You need face-to-face meetings
with local appraisers at local meet-
ings. Getting advice from non-local
appraisers can be done, but they are
not familiar with your local market. 

Non-local residential appraisers
regularly call me about a problem
they are having. But if it is a local
issue, I tell them to contact a local
appraiser or a local instructor they
know.  

Social media appraisal groups on
Facebook and other places are some-
times helpful, but it can be hard to
know who you can trust to give you
the correct answers. I use the
National Appraisers Forum online
discussion group every day. 

You don't want to spend time talk-
ing about how to fill out a Fannie
form or what Fannie requires. Or
waste time listening to complaints
about AMCs.

Non-lender appraisals
Advantages
• Fees - Higher than lender, some-
times much higher, especially litiga-
tion. Much less fee competition than
AMCs.
• Fee payment - up front or 50% up
front and 50% when ready to deliver
to clients with higher fees.
• Clients - All types: attorneys, pri-
vate individuals, insurance compa-
nies, government agencies, etc.
• Client attitude - need appraisals,
appreciate good service.
• Marketing - real estate agent refer-
rals are most important for residen-
tial. Most clients are one-time. But
you can establish relationships with
some clients, such as attorneys and
get referrals. You can get multiple
appraisals over time for the same
property, such as estate work (the
first spouse dies, the second spouse
dies, squabbling siblings).
• Reviews - Often no reviews or min-
imal. No CU, UAD, etc.
• Requirements - USPAP, other client
requirements, if any, are much less

restrictive than lender appraisals.
• Types of properties - All types,
including non-lendable properties
such as needing much work, land
with issues, etc.
• Purpose of the appraisal - litigation,
estate, gifting, pre-listing, divorce,
sale to a neighbor, etc.
• Effective date of appraisal: not
always the date of inspection. Must
be sure you have the date they need,
such as date of separation for
divorce. 
• Type of value - Not always market
value. Two examples: future value,
quick sale, or with and without a
hypothetical condition.
• What are you appraising? Always
the First Question for any appraisal.
Easement, partial value, etc. Property
boundaries are sometimes not clear,
and may need legal description, ease-
ment info, survey etc. Plat maps may
not be not reliable. No current title
report is available. May have an old
title report. Often no inspection
reports are available. (I always
encourage them to get at least a struc-
tural pest control inspection, which is
almost always done for sales in my
area.) 
• Expertise - clients will pay for the
ability to identify various problems
and issues correctly. 

Disadvantages 
• What are you appraising?
Sometimes not clear, may need legal
description, easement info, survey,
etc.
• Fees - sometimes other bidders. Can
be hard to figure out what to charge
on complex properties: property
issues, the purpose of the appraisal,
who is the client, etc. 

If they call and first ask for your
fee, don't waste your time. There is
always someone with a lower fee. 
• Fee payment - most are in advance
or 50% retainer up front, government
work can take a long time to get paid,
attorneys don't like to pay if they



Divorce
Plus: Very well paid. Repeat business.
Minus: Must be willing to testify in
court. Sometimes have to listen to
negative, personal comments about
the other spouse.

Tip: Don't believe it when they say
there will be no testimony.

Litigation support
Value dispute: loss of a view, fence
line, almost anything people are
fighting over. 
Plus: Very well paid.
Minus: Must testify in court.
Expertise required.

Private sales. Tenant, friend, or
relative wants to buy. Work for
buyer, seller, or both.
Plus: Current value. Higher than
AMC fees. Paid in advance or at the
door.
Minus: Sometimes differences of
opinion between buyer and seller. 

Pre-listing, pre-purchase, pre-sale
appraisal
Plus: Good fees, paid at the door
Minus: You may have some hassles
with the real estate agent if they dis-
agree with you.

Insurable value. Not replacement
cost. 
Plus: Good fees, paid at the door.
Minus: Must know and use accurate
costs for insurable value. Not the
same as Cost Approach which is
replacement cost. 

Rent survey
Done for divorce and sometimes for
estates
Plus: Good fees, paid in advance
Minus: You may need to go way back
in time. Be sure to charge extra. Can
be difficult getting accurate historic
rents for homes.
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lose, etc.
• Clients - often one time, don't
always understand appraisal. Can
sometimes be difficult to figure out
who the client is. 
• Engagement letters are mandatory
except maybe when appraising one
house. 
• Marketing - requires long-term
commitment even when lender busi-
ness is strong. Must turn down some
lender work when you are busy.
Need referral business, plus website
oriented to non-lender work.
• Reviews - Not often, except for
some relocation appraisals (much
easier than AMC "reviews"). 
• Requirements - Can be very differ-
ent from lenders, such as government
agencies, relocation companies, etc.
Have to learn what they want.
• Expertise - need good education
and experience to correctly identify
various problems and issues. You
may need to take classes and will
need to get local expert appraiser(s)
to ask for help. Online is not reliable
and seldom local.

AMC/Lender appraisals 
Advantages
• Fees - AMC fees can be high if
demand is very strong with few
appraisers.
• Fee payment - Billing. No personal
checks.
• Clients - Many AMCs and direct
lenders. 
• Some direct lenders appreciate
appraisals. Can be steady, repeat
business. 
• Marketing - Get on the approved
list. Direct lenders - can establish a
relationship.
• Reviews - Direct lender varies, but
not as many reviews with inappropri-
ate questions, as compared with
AMCs. 
• Reason for the appraisal - Mortgage
loan.
• Marketing - Get on AMC and
lender lists.

• Types of properties - Lendable; oth-
erwise lender does not want an
appraisal, unless a portfolio lender.  
• Type of value - Market value.
• What are you appraising? The
lender usually tells you.
• Expertise - Should be able to identi-
fy "problem" properties so you can
turn down the assignment or charge a
very high fee. 

Disadvantages
• Fees - Very competitive. AMC fees
go up and down. Sometimes signifi-
cant fee changes over time, both up
and down. AMCs - heavy competi-
tion. Non-AMC lenders have rela-
tively steady fees.
• Fee payment - Keep close track of
accounts receivable when business
slows down. AMCs can go out of
business when the market crashes.
• Clients - AMCs dominate the mar-
ket.
• Client attitude - Most lenders:
Appraisals are a necessary evil.
Prefer AVMs. AMCs: you are not
very smart and not to be trusted, but
necessary for their appraiser broker-
age business.
•Marketing - Very hard to get on
direct lender lists.
• Reviews - a big hassle.
• Requirements - AMCs: a big hassle.
Change all the time. 
• Expertise - Must be able to identify
"problem" properties, so you don't
get into trouble. AMCs mostly look
for certified appraisers, who are seen
as all the same. Direct lenders: want
local, experienced appraisers. 

Types of non-lender work
(Note: I have done appraisals for all
these types of clients, except eminent
domain/right of way and pre-listing
appraisals.)
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Feasibility study, cost/benefit for
additions, etc.
Plus: Good fees, paid at the door
Minus: Can be challenging. Charge
for the extra work.

Relocation
Plus: Higher fees. Value your exper-
tise.
Minus: Forecasted value. Must be an
expert on the market as your
appraisal will be compared with 1 or
2 other appraisers. Marketing to relo-
cation companies is tricky. The best
marketing is to real estate agents,
who help advise transferees on the
best appraiser.

Estate and Trust. Date of death.
Plus: Market to attorneys and
accountants for repeat business. Fees
are well above lender fees.
Minus: Many one-time clients in
some areas. The executor/trustee
hires the appraiser. In other areas,
CPAs and estate attorneys often hire
the appraiser. Sometimes listen to
complaints about ungrateful rela-
tives, etc. 

It can be very difficult to deter-
mine what the property was like on
the date of death. I had a recent
home appraisal with a 20-year-old
effective date. The owner and all
close relatives had died. No photos.
Required lots of interviews. 

Estate and trust: dividing up assets,
purchase by a beneficiary.
Plus: Good fees, paid at the door
Minus: Can be the date of death or
current value - find out which one,
sometimes both.

Bail (Property) Bond - someone
wants to get out of jail.
Plus: High fees. All cash. Do not
accept checks.
Minus: Very fast turnaround. Face-
to-face marketing with local bail
bond companies. Some states, such
as California, have no cash bail laws,

an increasing trend. Check with your
state. Bail bonds are often not needed.

Bankruptcy - less common now, but
high during the 2008 recession
Plus: High fees.
Minus: May have to testify in bank-
ruptcy court with a judge and no jury.

Government agencies (cities,
counties, federal) - sale or purchase,
easement issues, etc.
Plus: You can get on the approved
appraiser list and an opportunity to
bid.
Minus: Can have collection problems
- late payers. Typically competitive
bids. Most are non-residential.

Property tax appeal
Plus. Paid upfront. Contingent fees
are not allowed by USPAP (Percent of
assessment reduction). 
Minus: Need to learn local tax law.
May need to testify in the assessment
appeal board (much easier than regu-
lar courts). 

Gifting. Parent to child or dona-
tions to charity.
Plus: Paid upfront. Sometimes repeat-
ed annually for gifting to children.
Minus. Need to know current IRS
rules. Check before you decide to do
this work. IRS carefully checks
appraisals for gifting. 

Right of way/eminent domain -
Easements, partial taking, full taking
Plus: Get on the approved list.
Minus: Needs specialized experience
and education. You can get good fees
but competitive bids. Most are non-
residential. You can be hired by the
government agency or the property
owner.

You can sub-contract residential
appraisals from a local commercial
appraisal company specializing in this
work. 

Insurance companies. Before and
after being damaged or destroyed.
Plus: Good fees.
Minus: Difficult to market. Mine have
all been from referrals. If the building
has been completely destroyed, it can
be difficult to find out what it was like
before being destroyed. 

Easement value.
Plus: Pays well. Minus: Can be diffi-
cult to market. 
Minus: Need to learn how to do them. 

How to decide if you want to
do non-lender work

Go through the comparison above
of lender vs. non-lender. Make a deci-
sion table, with plus on one side and
minus on the other. Only you know
what is important for you. Go through
the list above and see what type of
non-lender work appeals to you.

Where to get more information
The paid subscriber web page has

newsletter issues back to 2018 for
now. Most articles were written in
2018 and 2019, the last time business
was slow. 

To find older articles, go to "Issue
index - an easy way to find the arti-
cles and topics you want!" On the
paid subscriber page - search for Issue
Index and download the newsletter.
This goes back to 2009. We can send
you the articles you want.

I will be updating some of the older
articles in future newsletters.

Check for classes and webinars and
written articles or blog posts. Use
Google. 
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Appraisers often tell me .... puff,
puff: My work is in the top 10% of
my peers. Most of the time, these
appraisers have no idea how little
they know and fail to recognize how
bad their work really is. More than
likely it's because they are sole-pro-
prietorships cut off from interacting
with other, better, appraisers. Their
lack of knowledge and skill will like-
ly make them go the way of the
Dodo bird, well unless.....

Let me stop and give you a few
examples of appraisers Failure to
Adapt, then I'll offer suggestions for
improvement.

Adjustments
Our office reviewed an appraisal

on a nice $5,000,000 home. The
appraiser was making adjustments at
a rate of $5,000 per bedroom and
$50.00 per square foot. Upon review-
ing his Workfile we found no data,
nothing, zip, nada that indicated how
he had determined the adjustments.
In Deposition, he stated the adjust-
ments are based upon my 20 years in
the business and �these were the
adjustments Underwriters would
accept. In response, I had the attor-
ney ask:
• Do you know how to chart a
Trendline in Excel?
• Can you perform a simple
Regression Analysis?
• Can you derive an adjustment by
using a GRM?

His answer was “No”. In effect he
was saying that his skills were func-
tionally obsolete.

By Richard Hagar, SRA

Editor's note: This article was writ-
ten soon after HVCC changed
appraising and caused AMCs to take
over. However, everything discussed
here is even more relevant today
because of the loss of most direct
lenders. 

Do you want to become a top tier
appraiser and get good lender fees?
Do you want to do non-lender work
with good fees and few hassles? 

Hager “tells it like it is”. Don’t be
offended. This is valuable advice. It
may be time to update your appraisal
toolbox. 

Functional obsolescence is the rea-
son many appraisers are going

out of business. On a daily basis,
appraisers moan: It's because of the
HVCC that my business is down or
that AMC or X or Y or Z caused my
income to decline. Really? Are you
sure? So, why is my company buried
in business and you are not?

We've all heard about blacksmiths
being out of work; Seems the use of
horses has declined. And the need for
typewriter repairmen, the demand
just isn't what it was 20 years ago.
The people in these jobs failed to
adapt; Maybe appraiser are having
the same problem. My company,
American Home Appraisals, provides
consulting and Expert Witness ser-
vices to law firms, prosecutors and,
government agencies. We review
hundreds of appraisals in preparation
for trial. We look through appraisal
files and see how others operate their
businesses. After examining their
reports and business, I was called to
court to testify about their failures
under an appraiser's typical standard
of care. A shame many of you can't
even reach that Standard. Appraisers,
I find your failure to adapt is a prob-
lem.

Speed
“Appraisals are taking longer.”

“I'm spending a lot of time answering
stupid phone calls from the review
appraiser”.�OK... however;
• Do you know how to download
comparables directly from the MLS
into your appraisal software? What!
You didn't know that was possible?
Well have you taken a class on how
to operate ALL of the functions of
your appraisal software?
• Have you customized your
appraisal software to match your
individual way of entering data?
• Did you take a class on how to use
ALL of the search functions on the
MLS, or did you just take the class
on how to find comparables?
• Have you moved the 4-6 compara-
ble page to be located right behind
Comparables #1-3 or did you leave it
behind the signature page where it is
tough to find and review?
• Fannie Mae/Freddie Mac require
certain interior photos, did you
rebuild your 1004 form to swap out
the old photo pages with the new?

If you answered  “No” to any of
the above, then you, the appraiser,
have functional obsolescence.

Report Writing
Many appraisers do not properly

describe appraisal issues, “analysis”
and conclusions. As a result clients,
review appraisers and courts are lost
when they read appraisals. Appraisers
who complain about stupid review
appraiser requests for more informa-
tion have often failed to efficiently
convey information in the first place.
The appraiser's skills are functionally
obsolete. Here's an example. Banking
auditors are taught to read appraisals.

What is a Functionally ObsoleteAppraiser?
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Their official Federal Auditors
Handbook has the following quote:

The objective of an appraisal is to
communicate the appraiser's rea-
soning and conclusions logically so
that the reader is led to the apprais-
er's opinion of market value.•Did
your report accomplish this task? If
not then:
• Have you recently taken a refresher
class on basic English Grammar?
• Have you taken a class on report
writing?
• Are you using all caps when writing
a report?
• Do you use Word or WordPerfect
when writing your comments or did
you use stripped down appraisal soft-
ware's addendum writer? Are you
form filling... or communicating ? If
you are not communicating, then
your skills are out of date -
Functional obsolescence.

Cloning
In depositions we discovered that

one bad appraiser cloned his old
reports when creating new. He said:
What's wrong with cloning old
appraisals? I've been doing this for
30 years! Here's a good reason: This
is in regards to a 2006 appraisal for a
big AMC, you know the one that did-
n't pay a customary and reasonable
fee. The home is in foreclosure, the
bank is out of business and the FDIC
is demanding that the appraiser pay
the difference between his appraised
value of $3,500,000 and the true
market value which was $2,000,000.
The FDIC was suing the appraiser
for the $1,500,000 loss (Ouch!). We
were tasked with reviewing the
appraisal and providing expert wit-
ness testimony. The appraisal had
numerous factual errors including the
wrong flood map number, wrong site
size, dated market information, math
errors, photographs from the MLS
and one sale that was not even slight-
ly comparable. The errors resulted in
a higher value for the subject.

As a method of “saving time” the

appraiser cloned his report from an
older one in the same neighborhood.
In his rush, or due to an interruption
by a phone call or Tweet, a visual
scan of the report didn't catch minor
issues. Some of the facts in the
appraisal were based on the other,
cloned property (Oops! It's called
“Negligent Misrepresentation”).

Now for one additional point - The
buyer and seller lied about the source
of the down payment and the sales
price was puffed. The transaction is
fraudulent and the appraiser was
being sued, along with the rest of the
stupid people, on civil RICO
charges. One of the five charges
included the term “If not for the
poor quality of the appraisal, this
scam could not have succeed-
ed.”�While I don't believe the
appraiser was in on the deal, I do
believe his negligence failed to stop
the fraud. It started out as a civil suit
for negligence and may end up as a
criminal indictment. The prosecutors
will then call the appraiser - a “co-
conspirator”.

Here's something for you to con-
sider:
• Have you created a generic tem-
plate, not a clone, but template with
your company information and lots
of drop down boxes designed for
specific neighborhoods and/or prop-
erty types?
• Have you figured out how to
import current data directly from
county records into your appraisal
form?

If you rush the appraisal process
and keep doing things the way you
were taught “way back when”, then
your methods are out of date. Soon a
younger person with current skills
will be applying for your job. The
demand today is for an accurate
appraisal. Can you deliver them
without cloning?

Clients and Money
Many (not all), but many appraisers

have short work days or lack focus.
Appraisers often get to work after
9:00 am and/or may quit work after a
long......6 hour day. Or, they may
work long hours, but spend time deal-
ing with email, Twitter or the sports
web site. Appraising is a complex
process that requires time, hard work
and focus . People often ask how I get
so much accomplished? It's easy.....I
work long hours. I'm up at 5-6, at
work 7-8am and often don't go home
until 8 pm. 10-15 hour days are com-
mon. I accomplish twice as much,
because I work twice as long. The
hours produce income and opportuni-
ties that others miss. Thomas Edison
said it best: “Opportunity is missed
by most people because it is dressed
in overalls and looks like work”.

Your chances for success are
improved if you get into the office
early, focus and, work longer hours. If
you don't have an appraisal to finish,
then read about an appraisal issue in
the local trade magazine, or learn
about your local real estate business.
If you don't, work harder and gain
knowledge, you've made yourself
functionally obsolete.

Do you still hold on to the belief
that the HVCC damaged your busi-
ness? Why are we busy and you are
not? With the advent of the HVCC
our business increased. But then
again, we planned on the change and
altered our client mix years before the
HVCC. We saw what was coming and
upgraded our skills in preparation.

Was your business model based on



business from mortgage brokers?
Guess that didn't work to well did it!
Stop blaming the HVCC. Over the
past 3 years the number of mortgage
brokers dropped by 70+%. More than
likely, the good client you used to
have, is out of business. Why? Well
the HVCC didn't do that. Many of the
mortgage brokers simply couldn't
pass the criminal background check.
Others can't pass the licensing test. In
Washington there used to be 18,000+
mortgage brokers. Fewer than 5,000
were licensed by the end of 2010.
Why? Their past skills are no longer
sufficient. The old fashion mortgage
broker of yesterday is outdated....
functionally obsolete. You, the func-
tionally obsolete, are trying to get
business from the out-dated mortgage
broker.

When business was good, did you
obtain business from the low hanging
fruit the mortgage brokers or other
easy to please clients? Now that they
are gone, do you have the ability to
obtain business from fastidious
clients that demand quality?

Are you still trying to get business
from a declining client base? Just like
the switch from analog to digital TV
broadcast what was easy to obtain
through the air yesterday, likely does-
n't exist today and you don't seem to
recognize the shift. Your skills are the
problem, not the HVCC. Many
appraisers can only get low paying
business from AMCs because their
skills are out of date, archaic, out-
moded.... obsolete. You're getting
paid peanuts, because that is all
your skills are worth.

I'm desperate to hire appraisers
with skills that meet the demands of
today. Appraisers must have good -
correct that - excellent working
knowledge of appraisal and spread-
sheet software. They must be able to
create, format and insert graphics
using their word processing software.
If their computer has a printing or
PDF issue, they must be able to find
the solution and fix their problem. I
have an appraiser here that down-
loads EVERY sale from the County's
web site and then, with customized
search queries, parses them into
meaningful data that auto-fills into
his reports - can you do that? Now
you know why younger appraisers
are hired and older.... put to pasture.

In 1998 we had approximately
50,000 appraisers nationwide. At the
peak there were approximately
120,000 appraisers. Bad appraisers
hired anybody that could breath and
as a result, our profession has many
poorly trained, “Form Filling
Monkeys”. These people had only
enough dated knowledge to fill out
an appraisal form and not enough
skill to analyze the transaction and
meet today's needs.

Most of the appraisers I sit across
from in trial, they only think they
know what they are doing. They
falsely believe their knowledge is
better than average. In trial, these
people, and their work, are an embar-
rassment to their clients, most should
have their certificate revoked. I beat
them and their functionally obsolete
appraisals into the dust and enjoy
doing it.

Let Me Offer Some Solutions
Improve your skills, get educat-

ed. Take classes in basic spread-
sheets, word processing, appraisal
software. Do not be a person with
only a basic understanding (just
enough to get by) of your major
tools. 

Editor’s  note: For his current
webinars and classes: webinars
through www.workingre.com. Live
class info at www.hagarinstitute.com.

High paid sport athletes are paid
millions. They practice several
weeks each spring. They improve
their skills, learn and make them-
selves worth more. Do you take
spring training to update your skills?
Without high quality training, you
can't make yourself worth more.
Stop working by yourself. By work-
ing in a one-man-office, your ability
to measure your skills against others
is gone. Your ability to become a bet-
ter appraiser is archaic. Find a way
to join a larger, regional appraisal
company.

Join a professional trade group.
Get out there and talk to other
appraisers. Learn from the experi-
enced. Get designated. The process
of designation, makes you a better
appraiser and increases your value.
The path and hardships I had to go
through to become an SRA made me
a better appraiser. Anyone that says a
designation isn't important, does not
know what they are talking about or
can't cut it. Listen to people who
have achieved.
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Stop operating out of fear. Get
some guts, quote higher fees to the
AMCs. Many of us have worked
hard to get AMC licensing in place,
but only you can make it work. Our
society pays what a person makes
themselves worth. By setting your
fee below $500 (standard 1004), you
have stated your worth at something
less than $20.00 per hour. Make
yourself worth more. Appraisers,
take a good look at your skills and
stop blaming others. Likely, the
small fee you feel lucky to get from
the AMC or Big-Bank is because
your form filling abilities are func-
tionally obsolete, out of date, and no
longer needed. To get paid more, you
have to make yourself worth more
and complaining isn't the path to a
higher fee. Do something positive
about your problem, increase your
skills and knowledge and make more
money.

Hagar’s classes and webinars
I have known Richard Hagar for

many years and regularly take his
classes. He is one of the best instruc-
tors in appraising.

For info on his current webinars
and classes: webinars through
www.workingre.com . Live class
info at www.hagarinstitute.com

Editor’s Note. I have known
Richard for a long time. He taught
several classes for me in the 90s
when I had a CE business.

He is an excellent appraisal
teacher. One of the best I have ever
had.

Contact info
Richard Hagar
rh@richardhagar.com
206-236-3037

Main Office
7433 Southeast 27th Street
Mercer Island, WA 98040
206-236-3037
www.americanappraisals.com

About the author
A very brief bio:
Richard Hagar is an educator,

speaker, consultant, author, and presi-
dent of the Hagar Institute. He is a
life-long student and has developed an
extensive background in all aspects of
real estate. 

His experience includes land devel-
opment, real estate investing, apprais-
ing, sales and agency management,
training, and consulting. Richard is a
licensed real estate agent, certified
real estate appraiser, and a certified
real estate instructor.

He also provides litigation support
to attorneys (real estate appraisals),
profiles real estate and mortgage fraud
cases for law enforcement and helps
other professionals understand the
intricacies of the real estate industry.
He serves as a key resource for
States’ Attorney Generals and has
been an expert witness for State &
Federal courts.

Much more extensive information,
is available on his other web sites.
An extensive 9-page resume is avail-
able at 
www.americanappraisals.com
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http://www.hagarinstitute.com
mailto:rh@richardhagar.com
http://www.americanappraisals.com
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By Tim Andersen, MAI and
USPAP Guru

Editor's comments: Most of us were
appraising during the very significant
price declines after 2008. Only a few
people predicted them. No one knows
when or if the declines will start in
specific markets now, but we all must
find out as soon as possible. Our
lender clients depend on us to help
them reduce their risk. In this article 
Tim discusses the many parts of
USPAP that reference or relate to
trends.

Why should you care about what
USPAP says about trends? State
appraisal regulators look for compli-
ance with USPAP. More importantly,
our clients want us to analyze trends. 

A personal example about trends:
in 2008, I sold my house for
$1,000,000 with one offer. It was time
for me personally to sell. I was very,
very lucky. If I had waited a few more
months, the price would have started
dropping, ending quickly at a 30%
drop in my city. I had seen about 10%
price declines over the previous year,
which is not unusual in my market. I
did not see the declines until after
they started. 

Sixteen footnotes are at the end of
the article. You may want to print out
the pages and refer to them while
reading this long article. 

This article is very long. I included
it at the end of this newsletter as I did
not want to break it up into Part 1
and Part 2 in two separate newslet-
ters.

We real estate appraisers need to
make the analyses of trends[1]

part of our everyday appraisal work.
Why? Ol' Mother USPAP has thirty-
eight references to trend or trends.
Therefore, since competent appraisers
are familiar with USPAP, they should
become even more familiar with the
concept of trends. 

Since appraisers are experts, clients
have the right to assume we recog-
nize, understand, and then can explain
the trends in the marketplace, right? 

It is this ability to discover and then
interpret trends, function as an ana-
lyst/consultant, and engage in this
higher, more intellectual calling that
distinguishes appraisers from mere
form-fillers (and which pays better,
too!).

Why are trends important to
clients? 

Why do appraisers need to consider
trends as part of any assignment's
scope of work? Because if an apprais-
er is not discovering, verifying, ana-
lyzing, and then interpreting trends in
the real estate marketplace, then the
appraiser is merely aggregating and
then repeating facts. 

Clients don't pay big bucks for the
appraiser to blindly aggregate and
repeat facts. They can buy $15 an
hour clerks to search databases and
read electronic media. 

Yes, clients want facts. But they
willingly pay to understand what
those facts mean to them as competi-
tors in the marketplace. If that's not
what appraisers are selling, then why
should the client buy anything from
the appraiser?

USPAP's Preamble
We will start this examination of

trends with USPAP's Preamble. There
is no specific mention of trends in it.
Yet it does say, "[i]t is essential that
appraisers develop…their analyses,
opinions, and conclusions…in a man-
ner that is meaningful…" (ibid, ll. 1 -
4; italics added).  

Are trends in the market area not
meaningful areas of importance to our
clients? If those trends are important,
then the appraiser/analyst measures,
analyzes, and then interprets them;
the form filler merely regurgitates the
facts. But the Preamble is not where
USPAP ends its emphasis on trends.

Definition of Extraordinary
Assumptions

USPAP's definition of
Extraordinary Assumption refers to
the appraiser being uncertain about
information, i.e., the appraiser/analyst
cannon figure out, from the facts
available, if a datum is true or false. 

Then, in the Comment to the defini-
tion, USPAP makes it clear that
"[u]ncertain information might
include…market conditions or
trends…" (ibid, ll. 111 - 115; italics
added).  Thus, USPAP's own defini-
tion also makes it clear appraisers are
to discover, verify, analyze, interpret,
and then report to the client on those
trends, so the client is aware of them. 

Of course, the 1004 form (now the
1004D) says nothing about reporting
trends, or even about discovering
them, etc. Yet to assume that because
the reporting form has no space to
report trends, there is no reason to
discover and report them. This is a
vacuous reason to conclude the
appraiser has no ethical or profession-
al obligation to discover, verify, ana-
lyze, interpret, and then report them
to the client. 

Markets are changing. 
What does USPAP say about trends?  
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This is simply because the apprais-
er must collect, verify, and then ana-
lyze all the data to decide which of
the data are relevant to the answer to
the client's appraisal question and
which are not. All the data.  

This includes the discovery, investi-
gation, analyses, and then interpreta-
tion of those market data to discern
trends. Not taking these steps may be
misleading as well. 

Therefore, not to investigate etc. all
the data, not to collect, etc. "…all the
information necessary for credible
assignment results" (ibid), is bias[4].
This error of omission is bias because
it inclines the appraiser to the data
s/he has and can easily gather[5],
rather than to depend on all the data
(as SR1-4 requires). 

It is logically impossible for the
appraiser to be independent if s/he is
dependent on a limited quantity of
data by which to form a value opin-
ion. It is logically impossible for the
appraiser to be impartial if the
appraiser is partial to MLS data alone
rather than all the data. 

It is logically impossible for an
appraiser to be objective when the
appraiser is subject to "… that's the
way I've done it for 25 years…"
rather than to derive a market value
conclusion from all the data the mar-
ket supplies.  

Thus, not to discover, etc., and then
analyze trends is potentially conceal-
ing relevant information, thus mis-
leading, as well as bias.

Ethics Rule
Now, go to USPAP's ETHICS

RULE (ll. 174, ff). Again, there is
nothing specific about trends there,
either. However, a critical reading
shows the ethical appraiser analyzes
and reports on more than mere facts.
Indeed, the very first line tells us that
"[a]n appraiser must promote and pre-
serve the public trust inherent in
appraisal practice by observing the
highest standards of professional
ethics" (ibid, ll. 174, 175; italics
added). 

From this statement, it is easy to
conclude that merely aggregating
facts and then regurgitating them onto
an appraisal reporting form is not the
"highest standards of professional
ethics" (ibid). 

Instead, that is a minimum stan-
dard, compliance with which is sim-
ply a given, something the client has
the basic right to expect.  

Conduct section of Ethics Rule and
Bias

Consider the Conduct section of the
ETHICS RULE. From the first two
(2) bullet points, it is clear an apprais-
er must not "…perform any assign-
ment with bias…", nor must the
appraiser "…advocate the cause or
interest of any party or issue…" (ibid,
ll. 184 - 203; italics added). 

How do these admonitions and the
issue of discovering, analyzing, inter-
preting, and reporting trends interre-
late? Read on.

USPAP defines bias simply as "a
preference or inclination that pre-
cludes an appraiser's impartiality,
independence, or objectivity in an
assignment" (ibid, l. 91). 

Considering this definition, look at
SR 1-4. That Standards Rule teaches
appraisers to "…collect, verify, and
analyze all information[2] necessary
for credible[3] assignment results…"
(ibid, ll. 517 - 519; italics added). 

Comparing data from the past side-
by-side with data from the present is
the only way to discern trends.
Appraisers are supposed to make such
side-by-side comparisons and analy-
ses, right?

Definition of misleading
Another important definition to

consider as part of this analysis of
trends is that of misleading. USPAP
defines this as both an error of omis-
sion as well as one of commission.
This is because misleading the client
and the intended user is "[i]ntention-
ally or unintentionally misrepresent-
ing, misstating, or concealing relevant
facts or conclusions" (ibid, l. 139;
italics added). 

How is it misleading not to investi-
gate and analyze trends and then not
report them to the client/intended
user? Not to investigate and analyze
them and then not to report on them is
simply "…concealing relevant facts
or conclusions…" (ibid, l. 139; italics
added). 

Appraisers must put themselves
into the client's shoes. Purely because
the appraiser does not consider a fact
to be relevant is scant reason to con-
clude the client would reach the same
conclusion. 

Therefore, the appraiser considers
"…all relevant information…" as part
of an accurate, reliable, reproducible,
and credible value conclusion.

Remember, the appraiser's inten-
tions are irrelevant. What are impor-
tant are the results of the appraiser's
acts (or failures to act). Under this
definition, unintentionally concealing
something is no less egregious than
intentionally concealing something. 

Both are ethics violations.
Therefore, if there are trends out
there, the appraiser should have dis-
covered, investigated, analyzed, and
then reported them, yet the appraiser
did not, which is unintentionally con-
cealing a relevant fact or conclusion.
Thus it is misleading. There is more
on this omission in the ETHICS
RULE.
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Competency Rule
Now, let us check out the COMPE-

TENCY RULE. Under Being
Competent, USPAP bars no holds
when it declares "[a]n appraiser must
determine, prior to agreeing to per-
form an assignment, that he or she
can perform the assignment compe-
tently" (ibid, ll. 304 - 317; italics
added). 

This raises the issue that the
appraiser is competent to discover,
etc., any trends affecting the subject's
exposure time, marketability, H&BU,
market value, and so forth. If this is
not true prior to the appraiser agree-
ing to accept the assignment, this
calls the appraiser's competency into
question.  

The only change in USPAP was the
language of when it was necessary to
be competent. Now, the appraiser
must be competent prior to agreeing
to accepting the assignment. A small
change, but one the States said was

MBA Loan Volume Application Index – 1/18 to 7/22

necessary to make it clear when the
appraiser had to be competent. 

Before this change, the language
was that the appraiser had to be com-
petent prior to accepting the assign-
ment.

USPAP still allows the appraiser to
become competent "on the job". First
the appraiser discloses to the client
s/he is not competent. If the client still
wants the appraiser to complete the
assignment, then the appraiser must
educate him/herself into competency;
hire him/herself out to an appraiser
who is competent to complete the
assignment, who will then co-sign the
certification; or hire someone who is
properly competent to complete the
assignment.  

SR1-3 Market Analysis and Highest
and Best Use

This is USPAP's Market Analysis
and Highest and Best Use Standards
Rule. It specifically mentions trends
and the appraiser's responsibility
toward them. SR1-3(a)(v) reveals the
appraiser "…must identify and analyze
the effect on [highest and best] use
and [market] value of…market area
trends…" (ibid, ll. 504 - 511; italics
added). 

Then its Comment teaches the
"…appraiser must avoid making an
unsupported assumption or premise
about market area trends, effective
age, and remaining life" (ibid, ll.
512, 513; italics added). 

From the architecture of this
Standards Rule, we learn the
appraiser first must engage in the
identification and analyses inherent
in SR1-3(a)(i-v), before developing
an opinion of the subject's H&BU,
both as if vacant and as
improved[6]. 

Then, since SR1-3 precedes SR1-
4, this precedence supports the con-
clusion that the appraiser must first
know the subject's H&BU (as
vacant and as improved) before
choosing comparable sales. 

Why? While there currently is no
formal definition[7] of a compara-
ble sale, the best description is a
property with the same H&BUs as
the subject. Therefore, it is neces-
sary to know the subject's H&BUs
before being able to choose comps. 

Example: Flipping vs. Retail sales 
How do trends come into play

here? If an appraiser's research
shows that buyers purchase proper-
ties in a given neighborhood and
then go all Chip-and-Joanna on
them to resell them, then the trend

mailto:ann@appraisaltoday.com
mailto:info@appraisaltoday.com
mailto:info@appraisaltoday.com
http://www.appraisaltoday.com
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is buy-renovate-sell. 
So, unless a subject property were
significantly newer than the typical
house in the neighborhood, the
appraiser would need to measure the
financial feasibility of buy-renovate-
sell versus merely selling the house
from a retail seller to a retail buyer
without any but the most rudimentary
repairs and renovations[8].    

This trend of buy-renovate-sell
shows the appraiser where that mar-
ket is going (which, by the way, is a
trend). Thus, to avoid this trend in
analyzing highest and best use, con-
cluding market value needs market
support. 

This market support would be a
side-by-side analysis showing a
house had a higher value as a retail
purchase than as a Chip-and-Joanna
special. 

This side-by-side analysis of these
two options requires way more time
and money than the run-of-the-mill
appraisal because of the greater
scope of work. Therefore, the
appraiser/analyst (but not the form
filler) has the market justification to
charge for it. 

Income Approach
Do the protocols of the Income

Approach reveal trends? Typically,
residential real estate appraisers do
not much get into the income
approach. However, SR1-4(c)(v) tells
the appraiser to "…weigh historical
information and trends…" [9] (ibid,
l. 537; italics added). Now, this is
straightforward enough. But what
historic information and trends
should the appraiser weigh? This
answer is going to be controversial,
but so be it.

Remember that SR1-4 made it
clear the appraiser was to "…col-
lect…all information necessary for
credible assignment results…" (ibid;
italics added)? 

Now, look at the language of SR1-
4(c) itself. "When an income
approach is necessary for credible
assignment results, an appraiser
must…weight historical information
and trends…" (ibid, ll. 528 - 539;
italics added). This does not say,
"When an income approach is neces-
sary for a credible GRM…," does it?
Nor does it say, "When the income
approach is necessary for credible
assignment results, and the subject
property is rented…". 

Therefore, this admonition is not in
the context of a credible value con-
clusion (a micro-focus). Rather, this
admonition is in the context of credi-
ble assignment results (a macro-
focus). 

Because of this admonition's
macro-focus, it is incumbent on the
appraiser to develop a history of
GRMs and rents in a neighborhood
even if the appraiser must extrapolate
those from the general market rather
than comparable sales/rentals[10],
and even if the property owners do
not rent the subject.  

This is what the Comment to SR1-
3(a) means. In other words, the
appraiser must develop historical
rental and trends[11] as part of the
credible appraisal development
process and report them as part of the
non-misleading appraisal reporting
process. Without an analysis of his-
torical trends, an appraisal is just an
aggregation of facts, and an appraisal
report, as the mere reportage of that
aggregation, is potentially
misleading. These are not why clients
hire appraisers. Clients can hire
AVMs for these at a cost far less than
that of an appraisal.

AO-1 Sales History
Moving on to other parts of

USPAP, in the context of market
trends, here is what AO-1 says, 

"By examining (or evaluating) the
specific details of all agreements of
sale, options, or current listings on
the subject property, and all sales that
occurred within the prior three years,
the appraiser gains valuable (or
important) insights into market
trends, property[,] and buyer charac-
teristics" (ibid; ll. 45 - 47, italics
added).

For reasons unexplainable, apprais-
ers simply assume[12] that it is not
proper to use data that occurred after
the effective date of the appraisal. In
the proper context, and with the prop-
er disclosure, not only is it entirely
proper to consider such data, but not
to consider those data, and analyze
them considering the subject's expo-
sure time, marketability, H&BU, and
market value would be misleading, as
well as call into question the apprais-
er's competency.  

At the time of this writing (Spring
2022), first-mortgage interest rates
have traditionally been so low that
buyers were willing to pay stupidly
unreasonable prices for houses (often
under what amounts to an auction
process). However, in March 2022,
the Fed began increasing interest
rates. While there is typically a lag
time between the Fed raising its inter-
est rates to member banks and the
time that increase shows up as an
increase in mortgage interest rates,
this time, that was not true. So, by the
end of 2022, some financial pun-
dits[13] predict these rates will have
reached 3.4% to 4% from a low of
about 2.93% in January 2021, an
increase of over 100-basis points[14]. 



Example: Estate appraisal
retrospective value

Assume an appraisal for an estate
with a date of death (i.e., an effective
date) of 6/30/20XX. Contact from the
estate's attorney comes in November
of 20XX. Thus the appraisal is retro-
spective. 

While the appraiser will not use
sales from after the date of death, the
appraiser will be aware of those sales,
changes in interest rates, market
trends, and so forth that occurred
after that time. 

Therefore, if interest rates were
higher in June of 20XX than
February of 20XX, the appraiser
would have to make a downward
financing adjustment to account for
this market change (assuming prices
dropped). 

So, from the summit of November
of 20XX, the appraiser could look
back at the foothills of June 20XX to
the valley of March of 20XX to make
the necessary market-to-market (or
financing) adjustment. 

Thus, from the future perspective,
the appraiser used their knowledge of
past market trends to properly adjust
comparable sales data from an earlier
period. 

There is still more on the issue of
trends. 

AO-37 Computer Assisted Valuation
Tools. Example: Prospective Data 

In AO-37, we come to understand
that "[a]ppraisers rely upon market
data as the basis for their opinions
and conclusions. This data is [sic]
used by appraisers to analyze and
report on market trend information
(e.g., median sale prices, rent trends,
marketing time, etc.), or the impact
different features have on their sub-
ject's value (i.e., appropriate adjust-
ments)" [ibid, ll. 6 - 9; italics added].

In this same AO, in the context of a
prospective appraisal, the appraiser
measures "…[e]conomic trends such

as growth in population, employment,
and future competition" (ibid, l. 75;
italics added).  

Clearly, these are not data available
from a simple MLS search. These
take research, digging, phone time,
and shoe leather. 

It is just not possible to do this
research, dig this deeply, or engage in
this quality of due diligence if the
appraisal assignment has a 24- to 48-
hour turn time (unless the appraiser
has trainees doing this work).

Editor's note: Relocation appraisals
are prospective. Your effective date of
value is 60-90 days, or whatever fore-
cast dates your client prefers.    

FAQ #246
Then, in FAQ #246, in the context

of analyzing the subject's contracts,
sales, listings, and so forth, we learn
that "…if the appraiser learns of an
offer that seems out of character with
market trends, additional research
might lead the appraiser to discover
property or market characteristics that
support that offering price" (ibid, p.
293; italics added). Notice the empha-
sis on additional research as a part of
discovering trends.

What about low fees and fast turn
times?

And now, here are some thoughts to
close. This monograph champions the
concept of an appraiser/analyst going
to more effort than is currently
typical. This is in the spirit and con-
text of SR1-4 (supra), which requires
appraisers to "…collect, verify, and
analyze all information necessary for
credible assignment results" (ibid;
italics added). 

Many appraisers choose to omit
"…all…" these analyses as a matter
of necessity to justify what they con-
sider to be a low fee and a short turn-
around time. There are problems with
this logic, however. 

First, the appraiser chose the fee
and the turn time[15]. So, the apprais-

er has no one to blame but them-
selves if the fee is too low and the
turn time is too short. Cutting due
diligence, cutting research, cutting
analyses, cutting corners are not
ways to save money nor ways to
demonstrate competency.   There are,
however, outstanding ways to per-
suade clients to use AVMs, evalua-
tions, and BPOs rather than
appraisals and appraisers. They are
great ways to spend an unpleasant
afternoon with the good folks on the
state appraisal board.

Then, try selling the fee-too-low-
and-time-too-short theory to the state
appraisal board. That lead balloon
just will not float. An appraiser must
be competent to complete credibly
any assignment s/he chooses to
accept. Further, this competency
must be "…prior to agreeing to per-
form…" that assignment (ibid, ll. 304
- 306; italics added). Part of compe-
tency is knowing how to bid a job at
a fee and turn-time that properly
compensates the appraiser for the
risks and rewards that go with any
valuation assignment. 

Client issues
Then there is the client's issue (for

an appraiser, this is usually a GSE).
With the highest appraisal honchos
this author has sat at a table to dis-
cuss appraisal fees. 

From these conversations, it is
clear they would rather spend $500
on an appraisal knowing that, when it
leaves their desks, they will never see
it again, than spend $400 on an
appraisal and then need to seek two
or three revisions because of the
appraiser's continuing error(s)[16]. 

A client will gladly pay a premium
for an appraisal that answers their
questions properly, the first time,
with support for the appraisal's con-
clusions from market-supported data,
logic, and reasoning. 

If all clients want is aggregated
facts (i.e., no verification, no analy-
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ses, no interpretations, no trends),
however, they can buy an AVM, an
evaluation, or a BPO at a price far
lower than that of an appraisal.

Clients want to know about the
trends, especially in a changing
market 

So, yes, appraisers have an ethical
responsibility to discover, research,
verify, analyze, and then interpret the
market trends in which they carry out
appraisals. Anybody can cheaply
amass sales data; those are of public
record. They are on Zillow®; thus no
real challenge to get. But clients don't
want mere data. Clients want infor-
mation they can use to make
informed decisions. 

Form-fillers do little more than
gather data and then regurgitate it
onto the reporting form. Therefore,
form-fillers merit an income worthy
of that simple, mechanical, mindless
process. 

Appraisers also gather data, true.
But then they verify it, analyze it, and
interpret it into information. It is this
information the client uses to make
informed decisions. 

It is this greater step, this extra due
diligence, this verification, these
analyses, and this interpretation of
those data, these more deeply intel-
lectual services, for which clients are
willing to pay premium fees. 

Final comments
USPAP's insistence on appraisers

interpreting trends is not a useless,
baseless requirement by which state
boards can throw appraisers under
the bus. 

Rather, that insistence on the due
diligence necessary to discover,
research, verify, analyze, and inter-
pret those trends exists to transform
mere form-fillers into analysts/con-
sultants, a higher, more noble calling
(and one that generates higher fees). 

Do you fill in forms, or are you an
appraiser/consultant who help clients
solve problems? 

Footnotes
1 A trend is a general direction in
which something is developing or
changing. It requires the side-by-side
comparison of a given variable over
the passage of time. That change
over time, if there be one, is the evi-
dence of a trend.
2 A more proper word for "informa-
tion" would be data. That is because
analysts amass data, analyze it, and
then interpret the data into informa-
tion the client can use to decide
whatever it is the client needs to
decide. But the ASB does not ask the
author for editorial or grammatical
input.
3 In the end, the analyses behind a
value conclusion must be accurate,
reliable, and reproducible. Then,
when these are present, the appraisal
is credible. From these, the appraiser
must write the resulting appraisal
report in a manner that is not mis-
leading.
4 Specifically, it is selection bias,
one definition of which is "…an
experimental error that occurs when
the participant pool, the subsequent
data, is [sic] not representative of the
target population"
imotions.com/blog/selection-bias/
[See also sampling bias (ibid)].
5 When it comes to gathering data,
this is where trainees should come in. 

Trainees should be gathering the
data, not appraisers. Such a step
would give the trainees an excellent
education in what SR1-4 means
about all the data, and it frees the
appraiser's time to appraise. Believe
it or not, this is what the GSEs, etc.
want from desktop appraisals. Via
this request, the GSEs are giving
appraisers reason to hire and mentor
trainees - to do research and gather
data, so the appraiser is free to
appraise. 

Rather than excoriate the GSEs for
demanding desktop appraisals,
appraisers should thank them for the
opportunity to do more appraisals -

but greater appraisal volume will be
possible only if appraisers bring on
trainees to do this research.
6 In other words, a property's
H&BUs are not guesses, are not sole-
ly a function of the zoning, and are
not "… what's there...", which is an
all-too-common inclusion in appraisal
reports. An appraiser's H&BU con-
clusions are the result of analyzing a
great deal of market data. Since, by
definition, a property's H&BU is that
use (note the singular) that brings the
highest value (note the use of the
superlative), the appraiser must ana-
lyze the market's legal, physical, and
economic characteristics to conclude
if the subject reflects those character-
istics. 

So, H&BU analysis requires the
appraiser to compare the subject to
the market, not the other way around.
If the subject's physical, legal, and
economic characteristics do not mir-
ror what the market demands in those
characteristics (and what other, prop-
erties supply - thus they compete
with the subject), then the subject has
physical, functional, and/or external
issues the appraiser must analyze and
report to the client. To choose not to
analyze and report those to the client
is potentially misleading and bias.
That choice is also evidence of lack
of competence. 

That choice not to disclose this lack
of competence to the client is a viola-
tion of the ETHICS RULE. See why
it is important to analyze market
trends?
7 In the 14th ed. of The Appraisal of
Real Estate, there was a formal defin-
ition of a comparable sale (by refer-
ence). 

However, after criticism, the
Appraisal Institute came off this defi-
nition. In the 15th ed. of The
Appraisal of Real Estate, there is no
formal definition, but merely a
description.



8 Another option the appraiser must
measure is the cost of doing nothing
at all. If that stasis means the compe-
tition will sell faster than the subject,
then the cost of doing nothing is too
high, thus not the property's H&BU.
9 In all fairness, this statement is in
the context of income and expenses.
10 In other words, in a neighborhood
there may not have been any sales
that sold with a rent-paying tenant in
place at the time of the sale & pur-
chase and close of escrow. However,
if there was even one house rented,
this single is an historical datum on
rents. 

So, if this house rented for $1,800
per month and a typically comparable
house sold for $350,000, then it is
possible to extrapolate a GRM of
($350,000 ÷ $1,800 = ) 194.4. 

This is a perfectly acceptable proto-
col, although far from ideal. Then, in
the final reconciliation, the appraiser
would discuss the strengths and weak-
nesses of this analysis and how well,
if at all, it helped the appraiser to
arrive at a credible value conclusion.
11 Again, this is what the trainee
should be doing, not the appraiser.
12 Simply assuming something is true
or false, without proving it is true or
false, in formal logic and reasoning
carries the title begging the question
(aka circular reasoning).   See
www.txstate.edu/philosophy/resources
/fallacy-definitions/Begging-the-
Question.html 
13 See
www.forbes.com/advisor/mort-
gages/mortgage-interest-rates-fore-
cast/ for just one take on this.
14 At 2.93%, a $100,000, 30-year
fixed-rate mortgage, payable monthly
costs $417.84 per month (P&I only).
At 4% it costs $477.42 per month,
about a $70 per month increase.  
15 The client made an offer of fee $X
and turn time-Z. So, the appraiser
could have counter offered. If the
appraiser elected not to make the
counteroffer, but to accept the first,
the appraiser chose that too-low fee

and that too-short turn time. Thus,
there is no reason to blame the client
for the low fee.
16 It is not a secret (or, at least, it
isn't to appraisers who pay attention)
that AMCs grade appraisers. To the
appraiser(s) whose reports consis-
tently need few or no revisions they
give high grades, thus will gladly
give a lot of work at premium fees. 

To those of our fellow appraisers
who constantly need supervision &
motivation eventually to get the job
right, will flow lower grades, fewer
assignments, and discounted fees.
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