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This is Part 2 of estate and trust.
Part 1, in last month's newsletter,

had topics such as report format, low
vs. high values, tips on retrospective
appraisals, fees, problems, which
geographic areas have higher demand
for estate appraisals, etc.

Some of the most important infor-
mation from Part 1 is repeated in this
article. 

I have no idea why relatively few
people get appraisals when a person
dies, especially the first spouse. The
tax savings can be huge.  

You MUST make a commitment to
accepting estate/trust appraisals first,
before lender work to get much of this
type of work

Getting established in this business
can take quite a while. But there is
considerable repeat business. You
lose repeat business when you turn
down estate/trust work when you are
busy with lender work.  

Most appraisers only accept these
orders when business is slow. That is
not the best time as there is consider-
able competition. 

Turn times
Turn times are typically relatively

long for date of death appraisals,
except when the trustee needs to file

a tax return soon or a 706 form for
date of death. 

Estate appraisals are relatively easy
to fit in with lender appraisals if you
are busy. I quote turn times much
longer than for lenders and seldom
have any issues. Mine range from 2
to 6 weeks, depending on how busy I
am. 

Large estates can be months. 
If you are doing current value, such

as for a sale to a tenant or relative,
they usually need it sooner. 

Value pressure
I very rarely have value pressures,

even with estates subject to the feder-
al estate tax. 

However, I prefer to find out if
there are multiple beneficiaries and
where they live so I can put in more
detailed market information.
Sometimes they question my value,
usually after using Zillow. 

I make it very clear that my values
are not high or low. They are the
most probable values. 

There is also sometimes confusion
among beneficiaries about retrospec-
tive vs. current values if prices are
changing. This typically happens
when the current sales price is differ-
ent from my retrospective value. 

Client, Intended Use and Intended User
When you do a lender appraisal,

this is usually clear. For estate
appraisals determining who is the
client can be tricky. For example,  in
my area estate attorneys typically
have the executor or administrator
order and pay for the appraisal. Is the
client the attorney or the executor?

Excerpts from Peter Christen's arti-
cle in the September issue,
"Estate/trust appraisal liability advice
from Peter Christensen" on the paid
subscriber page at 
www.appraisaltoday.com/moxie. 

3. Keep the definition of intended
users as narrow as possible.  If an
executor of an estate is hiring you,
for example, just say the executor is

www.appraisaltoday.com
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your client and only intended user
(add the IRS if it's relevant). Do not
say the intended users are all of the
beneficiaries of an estate or trust.
Doing so potentially expands your
liability to all those parties.

4. Keep your definition of intended
use as narrow as possible to describe
how your appraisal will be used by
your client. For example, you don't
want your appraisal for the executor
being used by a beneficiary down the
road to sell the property to someone.
So, don't say something open ended
like: "the intended use is to provide a
fair market value of the property."
Say, instead, "the intended use of this
appraisal is for the executor's use in
administrating the estate of . . .  The
appraisal should not be used for any
other purpose."

What USPAP says:  
FAQ 135 (Identification of

Intended Users) which includes estate
appraisals, and AO 36 for Intended
Use. "Intended users are identified by
the appraiser through communication
with the client and are not established
based on who might receive or read
the report." There are very good
FAQs on Intended Users and
Intended Use. 

Advisory Opinion 36
(Identification and Disclosure of
Client, Intended Use, and Intended
Users.) This is more "technical" with
specific USPAP references, but has
some good illustrations. 

When are appraisals needed? 
Although we usually think of

appraisals for estate taxes when
someone dies, actually many
appraisals are needed for other pur-
poses. As an overview, a non-exhaus-
tive list of when an appraisal could
be needed is: 
1. Sale to a relative 
2. Partitioning an estate among the
heirs or beneficiaries 
3. Sale to a non-relative 
4. Prior to listing the home for sale 

5. Partial interests 
6. Alternate valuation date - estate tax
purposes (if the property value
declines after the date of death) 
7. Gifts and gift trusts (to charities or
children, typically) 
8. Determining the basis for capital
gains tax 
9. Family limited partnerships and
other types of trusts/partnerships

What if you only want to do single
family appraisals and/or work in a
specific geographic area?

You can hire another appraiser to
do the appraisal types you cannot do
or appraisals in a geographic area
where you do not work. Or, you can
refer the executor or attorney to
another appraiser. I have done both. I
usually give them another appraiser's
name as I don't want to manage their
independent contractor appraisal. But,
some appraisers include the indepen-
dent contractor appraisals in their fee
and typically take a percentage of the
fee, similar to AMCs. 

I typically do the appraisals on
nearby properties, my normal geo-
graphic area. For out of the area
appraisals, I contact appraisers in
those areas to see if they are avail-
able. If I know the appraiser, I give
the client one name. If I don't know
any appraisers, I ask around and give
them several names. 

I have them deal directly with the
executor, but some appraisers handle
the administration on all the
appraisals with an additional small
fee.

Handling multiple property estates
Some appraisers give a discount for

multiple properties and some don't. I
don't give a discount.  

I have done as many as 25
appraisals for an estate. Since I do
apartments and commercial, I often
appraise all the estate's properties if
they are in my geographic area. 

It is very easy to mix up the proper-
ties, especially if they are homes. I

never do more than 3 inspections per
day. Be sure to make good notes
about what time you did the inspec-
tions, or put first, second, etc. on the
appraisal file and all paperwork.

Writing up the reports is difficult as
it is very easy to get the homes and
small apartment properties mixed up. 

I try to "equalize" the values. My
job is to make sure that everyone paid
their "fair share" of property taxes
based on their property's value. That's
what I did when I worked for an
assessor's office. For example, if I
have three similar homes I try to
make the values appear "reasonable".
When writing up the appraisals you
don't want to end up with very differ-
ent values on similar properties. 

Federal estate tax exemption set to drop
in 2026 to about $6.5 million

You are usually doing appraisals
when the first spouse dies, to set up a
basis for the income taxes due if the
property is sold later. 

I have done fewer large estates
since the exemption was raised in
2017 from $5.6 million to $11.2 mil-
lion (one person) as part of the 2017
Tax Cuts and Jobs Act. 

$11.2 million may seem like a lot
of money, but home prices have risen
significantly during the pandemic.
They will probably decline some, but
big declines of over 50% seem
unlikely. Many small landlords own
multiple homes and 2-4 unit proper-
ties. 

Generally, when you die, your
estate is not subject to the federal
estate tax if the value of your estate is
less than the exemption amount. For
people who pass away in 2022, the
exemption amount is $12.06 million.
For a married couple, that is a com-
bined exemption of $24.12 million.

The current estate and gift tax
exemption is scheduled to end on the
last day of 2025. After that, the
exemption amount will drop back
down to the prior law's $5 million
cap, which, when adjusted for infla-
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tion, is expected to be about $6.2 mil-
lion.

Fees
Do NOT charge based on what

AMCs pay for appraisals. You can
get a much higher fee. 

I always, always get paid in
advance, for fees under $850, unless
it is a regular client. I require pay-
ment at (or before) the time of
inspection. 

For larger estates, I require 50% up
front and 50% before the appraisals
are delivered. I never disclose my
value until I receive full payment.

Executors have a fiduciary respon-
sibility to spend money wisely. Many
want to be sure they don't overpay
for services such as appraisals. 

When you receive a call, be sure
not to just quote a fee. I always ask
about their situation. 

For example: What is the date of
value? (I have been doing appraisals
for over 25 years and am familiar
with the past.) Do they plan on sell-
ing the home? (I can offer advice on
fixing it up, the current market, good
local agents, etc.) Are the heirs local
or distant? (I can provide a report
with lots of information for out of the
area heirs, as needed.) 

How many properties do they need
appraised? (I can handle all of them
and will find qualified appraisers to
do the non-local appraisals.) 

Do they need a partial interest
appraisal? 

Competition for estate appraisals when
lender business is very slow

I have been doing estate appraisals
for over 35 years. When lender busi-
ness is strong, I have little competi-
tion. I was usually the first appraiser
to reply to a phone call about an
estate appraisal. There are fewer calls
now that lender business is slow. 

My land line is my only published
business phone number. I rarely give
an appraisal client my cell number as
I don't want calls in the evenings or

on the weekends. When business is
strong, this works fine. 

A good idea is forwarding your
landline to your cell phone when you
want to reply ASAP to prospects. 

But, business is slow now.
Consider giving them your cell num-
ber. When I return the call, some-
times people have selected the first
appraiser who calls them back. 

Today, when lender business is
very slow, competition is picking up.
Lender appraisers who know nothing
about estate appraisals will be quot-
ing low lender fees. 

When interviewing the prospect, be
sure to emphasize your experience in
the property's geographic area, your
knowledge of estates (in this article,
IRS documents, and general estate
online information), why they need
an appraisal (such as establish a basis
for capital gains). If you have done
estate appraisals before be sure to let
the person know. 

The IRS audits estate returns. You
have read the IRS documents in this
article and know what the IRS wants:
fair market value, etc.  

Bidding
If someone calls and asks first

"What is your fee?" I don't spend
much time with them. There is
always someone cheaper: A Primary
Rule of Business. 

However, if you are trying to break
into the business, lower fees can
often work. 

I find out about the property, dis-
cuss my expertise and experience,
etc. 

If I don't work the area, I give them
the names of other appraisers. 

If the caller insists on lower fees,
remember that your turnaround time
can be long, so you can use the estate
appraisal to fill in the slow periods. 

Who can do the valuations? 
The vast majority of values for the

706 estate tax return on a one home
estate are not done by licensed

appraisers. This is not the best choice
as appraisals are relatively inexpen-
sive as compared with very high capi-
tal gains on a subsequent sale. 

The IRS does not specify that a
licensed appraiser has to do the
appraisals. The owner can provide a
value, a real estate agent, or just
about anyone, except for gift returns
(see below). 

For larger estates, a licensed
appraiser is preferred. If the return is
challenged, the IRS will bring out
their very qualified experts to refute
the estate's valuation. 

About 7 years ago I did appraisals
for a 15 property, mostly small multi-
family properties, an estate where the
attorneys had used Zillow. I had to
explain why I my values were differ-
ent from Zillow. 

If there is no estate tax liability,
because of the marital deduction for
example, sometimes a letter from a
real estate agent is used. However,
this "appraisal" will be used for
establishing the basis for future taxes
and can be challenged by the IRS. 

I always mention the possibility of
an IRS challenge when the caller is
reluctant to order an appraisal or is
shopping for a low fee. 

Probate appraisals 
When a person dies and the will is

probated, an appraisal is needed of
the decedent's assets. 

In many states, fee appraisers are
appointed by the judge to appraise the
real estate. To get these assignments
takes some luck (right place at the
right time) and persistence (keep try-
ing to get appointed). 

In California, probate referees are
appointed by the probate court and
perform real property, personal prop-
erty, and business appraisals. There
are only a few for each county. They
must pass a test and be appointed.
Most are residential or general certi-
fied appraisers in California.  Check
out your state's regulations. 



information came from the executor
much later. 
Repeat business on the same properties

I regularly appraise an estate's
properties more than once. When the
first spouse dies, when the second
spouse dies, when they want to sell
the properties, when beneficiaries are
fighting over the value, when chang-
ing the trust terms, etc. 

I have appraised an estate as many
as 5 times. A few years ago I re-
appraised three properties I did in
2008 as the owner was selling them. I
had previously appraised them in
2008 and 2012, when first the hus-
band and later the wife died.

I appraised about 25 homes and 1-4
unit properties 4 times over 6 years in
an estate where the three siblings
could not agree on the effective date.
I appraised them before and after the
2008 crash. Very interesting changes:
increasing significantly, stable, then
significant declines. 

I have learned never to shred any
estate appraisal files.

Alternate valuation date 6 months after
date of death - if prices are dropping

All the estate's assets must be
included: real estate, stocks, bonds,
limited partnerships. 

Since the estate must be at or above
the limit for taxation of $12 million in
2022 for a single person or $24.12
million for both spouses), this typical-
ly applies to estates with multiple
properties and/or relatively high prop-
erty values or high values of other
assets such as stocks. 

You will be doing two values: date
of death and 6 months after the date
of death.

Per the IRS: In general, the alter-
nate valuation election is available if
the following requirements are met:
1.The estate must be subject to the
federal estate tax (over the exemption
limit).
2.The use of the alternate date must
reduce the value of the gross estate
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Low vs. high values
As in other types of appraisals,

such as divorce, I try to go in the
mid-range of value. If nobody likes
my value, it's probably okay. 

I am usually hired by the executor.
They often ask for a low value. But,
if they are setting a basis for future
sale, a high value is to their advan-
tage. Or, they decide to use your low
(or high) value to try to sell the prop-
erty. 

For example, a property is valued
at $275,000, rather than $300,000,
and is sold 10 years later for
$400,000. The taxable gain would be
$100,000 if previously appraised at
$300,000 and $125,000 if previously
appraised at $275,000. 

Why do we have a federal estate tax in
this country? 

It was started to make sure we 
didn't have the inherited aristocracy
of Europe, where our founding
fathers were from. The king and
nobility controlled much of the
wealth. 

How much money is paid annually in
federal estate taxes.

Not many people pay estate tax.
There were 6,409 estate tax returns
filed in 2019, according to IRS data.
About 40% of them (2,570 returns)
were taxable.

Despite its high tax rate, the U.S.
estate tax accounts for less than 1
percent of total federal revenue. In
2014, the estate tax raised $19.3 bil-
lion according to the OMB, or 0.6
percent of total federal revenue of
over $3 trillion. 

There are lots of loopholes, so
some very wealthy people pay very
little. 

How many states have estate taxes?
Many states have eliminated estate

taxes as they are very unpopular.
17 states and the District of

Columbia may tax your estate, an
inheritance or both, according to the

Tax Foundation. Eleven states have
only an estate tax: Connecticut,
Hawaii, Illinois, Maine,
Massachusetts, Minnesota, New
York, Oregon, Rhode Island, Vermont
and Washington. Washington, D.C.
does, as well.

These rates are much lower than
the federal 40% rate if the taxes are
over exemption limit. 

What about IRS audits? 
Every federal estate tax return is

hand screened by experienced estate
tax examiners to be classified for
audit. The overall audit rate is
approximately 20 percent for federal
estate tax returns, almost 10 times the
audit rate for income tax returns. 

In general, IRC 6501(a) requires
the IRS to assess an estate tax liabili-
ty within three years after the filing
date (or due date, if later) of the
estate tax return

The audit rate varies by the size of
the return. For example, a $1 million
return vs. a $10 million return. A 20
percent estate tax penalty applies for
estate gift tax understated valuations,
if the value is 50 percent or less of
the correct value. If 25 percent or less
of the correct value, a 40 percent
penalty applies. 

The IRS examiner's handbook says
that they should request copies of
appraisals done within five years of
the death and copies of listing infor-
mation on the subject property within
three years of the death. 

I only know about one time that the
IRS disputed one of my appraised
values. It was a highest and best use
issue, the most common source of
dispute. I appraised vacant land that
could be subdivided into single fami-
ly lots. The access road was very nar-
row and limited the number of homes
that could be built, per the planning
department. The IRS said that homes
along the road, owned by other peo-
ple, could be purchased and demol-
ished to make a wide road and allow
for more homes to be built. This audit
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and the amount of federal estate tax
due

The estate can use a lower
appraisal as of the date of death, or
an alternate valuation date 6 months
later, if the property has not been
sold. This is used when prices have
declined since the date of death. 

All the estate assets must have val-
ues, such as businesses, stocks, etc.,
not just the real estate. 

If the alternate date is elected, all
estate assets are valued six months
after the date of death. The exception
to this is if an asset is sold,
exchanged, distributed to a beneficia-
ry, or otherwise disposed of within
six months of death. In this case, the
asset is valued as of the date of dis-
position.

I did two large estate assignments
a few years ago, well over the (two
spouses) limit at that time, just look-
ing at the real estate, not all the
assets.

I appraised an estate with 5 proper-
ties and suggested using an alternate
valuation date. Only one of the prop-
erties was a single family home. The
others were a 4 unit, 5 unit, and two
26 unit apartment buildings. The per-
son died in February 4, 2016. But,
rent control started in Alameda
March 2016, after the date of death.
Over the 6 month period between
date of death and the alternate date
of valuation (August 8), rent control
had passed and a pro-tenant ballot
initiative was on the November 6,
2016 ballot. 

If this ballot initiative passed, my
city would have one of the strictest
rent control laws in the country. The
market for apartments stopped in
July. There were no sales. If the bal-
lot initiative passed, the market
would completely tank. I provided a
standard appraisal for the current
value and 100+ page narrative
appraisal reports for the 6 month
alternate values. The beneficiaries
saved hundreds of thousands of dol-
lars. 

That same year, I had another estate
assignment with 6 properties, but 5
were single family homes. The total,
just for the real estate, was over the
exclusion limit at that time. Single
family homes were exempt from rent
control and had significantly increas-
ing prices the entire year. I told the
executor that using the alternate valu-
ation date would result in a much
higher value of the estate. They did
not use the alternate valuation date, as
a lower value is required. 

Bank trust departments 
In the past, banks handled many

trusts. Appraisers sometimes had to
work for lower fees, but they did reg-
ular reappraisals of the same proper-
ties. 

Now, the bank share has dropped
substantially, replaced by companies
that specialize in trusts. There may be
some opportunities however. Some
people continue to use bank trust
departments. Contact banks active in
your area. 

Use the IRS definition of Fair Market
Value 

Always include this definition in
your appraisal reports. It is similar to
the Fannie definition. 
"Fair Market Value is defined as: "The
fair market value is the price at which
the property would change hands
between a willing buyer and a willing
seller, neither being under any com-
pulsion to buy or to sell and both hav-
ing reasonable knowledge of relevant
facts. The fair market value of a par-
ticular item of property includible in
the decedent's gross estate is not to be
determined by a forced sale price. Nor
is the fair market value of an item of
property to be determined by the sale
price of the item in a market other
than that in which such item is most
commonly sold to the public, taking
into account the location of the item
wherever appropriate." Regulation
§20.2031-1

IRS appraisal requirements
IRS expects appraisers to use

USPAP and IRS for guidelines.  
Erase lender requirements from

your mind. For example, using
expired listings, sales that closed after
the effective date of the appraisal,
sales 6 months old, etc. are acceptable
per USPAP in my opinion.

A few links
4.48.6 Real Property Valuation
Guidelines
www.irs.gov/irm/part4/irm_04-048-
006 

The IRS has a list of appraisers
whose appraisals cannot be submitted
to the IRS. See the reference below.

Regulations Governing Practice
before the Internal Revenue Service
Treasury Department Circular No. 230
(Rev. 6-2014)
www.irs.gov/pub/irs-pdf/pcir230.pdf

What about liability?
There is probably much less liability

for these types of appraisals than for
lender appraisals because there are
fewer estate appraisals and no dis-
gruntled borrowers. I very seldom
have anyone contact me about estate
appraisals (except when I get interior
photos mixed up). 

Last month's newsletter had an arti-
cle written by Peter Christensen on
estate appraisal liability including
sample statements. 

Engagement letters
I strongly recommend engagement

letters for all appraisals and have a
master engagement letter that I modify
for each assignment. For estate/trust
appraisals I include the statements rec-
ommended in Peter Christensen's arti-
cle in last month's newsletter. 

The Appraisal Institute has sample
letters at:
www.appraisalinstitute.org/profession-
al-practice/professional-practice-docu-
ments/sample-agreements-for-ser-
vices/ 

Or, Google engagement letter and
Appraisal Insititute. 

http://www.irs.gov/irm/part4/irm_04-048-006
http://www.irs.gov/irm/part4/irm_04-048-006
http://www.irs.gov/pub/irs-pdf/pcir230.pdf
http://www.appraisalinstitute.org/profession-al-practice/professional-practice-docu-ments/sample-agreements-for-ser-vices/Or
http://www.appraisalinstitute.org/profession-al-practice/professional-practice-docu-ments/sample-agreements-for-ser-vices/Or
http://www.appraisalinstitute.org/profession-al-practice/professional-practice-docu-ments/sample-agreements-for-ser-vices/Or
http://www.appraisalinstitute.org/profession-al-practice/professional-practice-docu-ments/sample-agreements-for-ser-vices/Or
http://www.appraisalinstitute.org/profession-al-practice/professional-practice-docu-ments/sample-agreements-for-ser-vices/Or
http://www.appraisalinstitute.org/profession-al-practice/professional-practice-docu-ments/sample-agreements-for-ser-vices/Or
http://www.appraisalinstitute.org/profession-al-practice/professional-practice-docu-ments/sample-agreements-for-ser-vices/Or
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are active. You will probably be the
only appraiser they ever see at their
meetings. I attended a few of these
meetings when I started doing estate
work. I was the only appraiser listed
there and got business. 

Once you get work from an attor-
ney, you can form a relationship for
future work and referrals. 

Internet advertising
About half my business comes

from my web site, which I set up in
1998. My "tag line", on every page of
my web site, is "Looking for a local
appraiser for Estate and Trust
appraisals in Alameda, California?
Go to About Us!"

I come up at the top of a Google
search due to my free Google busi-
ness listing. 

Get a Google Business Profile ASAP!
Last month's newsletter had a very

good article  "How to get a FREE
Google Business Profile. Excellent
way to get more appraisal business!" 

Referrals from local real estate
agents slowed down during the pan-
demic as I did not see them at the
weekly open houses. Most of my
appraisals have been from "the
Internet". I have always asked
prospects there they got my phone
number. I assume that it is from my
Google Business Profile.

Referral sources 
Referrals for estate and trust

appraisals can come from just about
anywhere. Many of my referrals
come from real estate agents as I
have been going on open house tours
almost every week since 1990 (prior
to Covid). They all know  me. Other
referrals come from local accoun-
tants, estate attorneys, a neighbor, etc. 

Accountant market 
Accountants filing estate tax

returns want to be sure there are no
problems. They will often try to get
the taxpayer to get an appraisal from
a qualified appraiser if they think the
estate will be over the current
exemption. 

Many accountants are aware of the
stepped-up capital gains basis issues
and will try to get a current value
even if no estate tax return is filed.
You need to persuade them that an
appraisal is more credible to the IRS
than a letter from a real estate agent
or the owner's opinion of value. 

Higher net worth people are more
likely to need appraisals for tax plan-
ning and filing. Larger CPA firms
with high income individuals are a
possibility. Ask your accountant who
handles that type of client. Enrolled
agents (specialize in tax work) are
another possibility. 

You could try a mailing before tax
lien dates. Or, advertise in a local
accountant newsletter or state publi-
cation. Networking with local CPAs
can also work. 

Attorneys
Attorneys are the source of most

estate and trust appraisal assign-
ments, if only because they tell the
executor to get an appraisal. For
smaller estates you may be contacted
by the executor instead of the attor-
ney. 

Marketing to attorneys is primarily
by referrals, but you can also send
brochures and letters to attorneys
who specialize in this work. Get a
copy of your local Bar Association's
directory to see who specializes in
estate, trusts, and probate. 

Contact any attorneys you know
and tell them you're interested in
doing appraisals for estates and
trusts. Ask them which attorneys spe-
cialize in that market. 

Join a local chapter or group of
attorneys specializing in this type of
work. You will get more work if you

Should you do this type of work? 
Many appraisers hate working for

AMCs, which have ruined residential
lender appraising. 

Estate/trust appraising is not very
different from other non-lender work.
Mostly you have to forget about
lender requirements and only use
USPAP. Sometimes there are special
requirements, such as using the IRS
fair value definition. 

Estate/trust work rarely requires
expert testimony which many
appraisers don't want to do. 

I don't really know why so few
appraisers work for estates and trusts.
There is seldom much turnaround
pressure, few or no payment prob-
lems, and good fees. Any value pres-
sures, if any, are typically much less
than for lenders. 

If you are serious about doing this
type of work, you MUST make a
commitment to accepting estate/trust
appraisals first, before lender work

Much of the business is by referral,
so you need to get your name well
known in the legal, accounting, and
real estate communities. 

Where to get more information 
I have been writing about doing

non-lender appraisals since I started
my newsletter in 1992.

In this brief article I can only touch
on some of the most important points
in estate taxation. Being knowledge-
able about estate, trust, and tax issues
makes your appraisal services more
marketable and convincing. 

The estate tax laws and issues are
complicated and keep changing.
Classes and seminars are available in
many communities. Check at your
local adult school or college. Many
books have been written for layper-
sons on estate planning, probate, and
trusts. 

Check at your local library or book
store. Books published by Nolo Press
are well written. 
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By Wayne Pugh, MAI, FRICS,
CCIM, CDEI  

Author's comment: If you don't
read this article, you will be miss-
ing out on the best resource in
the nation for real estate transac-
tions and finance.

Editor's comments: American
Enterprise Institute is a traditional
conservative think tank, and looks at
the data objectively. Ed Pinto is very
data-driven. He used data analysis
twice to debunk appraisal bias accu-
sations. Ed has regular updates and
analyses of appraisal waiver data
also. I subscribe to many of his
newsletters and email updates. The
data and visualizations are free to
download. See below. 

This article briefly addresses
American Enterprise Institute's pub-
lished reports, especially the AEI
Housing Center's Market Indicator's
reports, and briefings. 

These monthly reports and briefin-
gs are invaluable to every appraiser.
You cannot find this level of aggre-
gated data, information, commentary,
and tools for measuring risk in hous-
ing and mortgage markets. 

It is a treasure trove of historical
and current information for real
estate appraisers, and it is published
at no cost to you. 

About the AEI Housing Center
The AEI Housing Center provides

research, commentary, and new tools
for measuring risk in housing and
mortgage markets. The recent finan-
cial crisis, and the resulting devasta-
tion for millions of families, largely
stemmed from a failure to understand
the build-up of risk in these markets.

To learn more about the work of
the AEI Housing Center, visit
www.aei.org/centers/housing-center
(To subscribe to updates, click the
Subscribe button in down the screen)
and 
www.aei.org/aei-housing-center-
media-mentions/ which has a list of
the data and analyses, plus more
information. 

Their research and published
reports provide real estate appraisers
with the updated knowledge needed
to understand the current conditions
of the housing market and historical
and future trends. 

Every appraiser should register to
receive notifications regarding their
free published reports. All they ask
for is your name and email address.
You can register at 
www.aei.org/pinto-email-subscription . 

The links to the historical reports
date back to January 2016 and can be
found at 
www.aei.org/aei-housing-market-
indicators-briefings/ 

About the Authors/Directors of the
AEI Housing Center

Edward J. Pinto is a resident fellow
and the director of the AEI Housing
Center at the American Enterprise
Institute (AEI). 

Mr. Pinto is currently researching
how to increase the supply of housing
through the use of Light-touch
Density and examining the current
house price boom that began in 2012.
This continues his previous work on
the role of federal housing policy in
the 2008 mortgage and financial cri-
sis. 

Before joining AEI, Mr. Pinto was
an executive vice president and chief
credit officer for Fannie Mae until the
late 1980s.

AEI's Housing Market Indicators Report

http://www.aei.org/centers/housing-center
http://www.aei.org/aei-housing-center-media-mentions/
http://www.aei.org/aei-housing-center-media-mentions/
http://www.aei.org/aei-housing-center-media-mentions/
http://www.aei.org/pinto-email-subscription
http://www.aei.org/aei-housing-market-indicators-briefings/
http://www.aei.org/aei-housing-market-indicators-briefings/
http://www.aei.org/aei-housing-market-indicators-briefings/


Tobias Peter is a research fellow at
AEI and Director of Research at the
Housing Center, where he researches
risk in housing and mortgage mar-
kets. 

Mr. Peter is the co-author of sever-
al policy studies, including "The
Impact of Federal Housing Policy on
Housing Demand and
Homeownership: Evidence from a
Quasi-experiment" (2018), "The
Wealth Building Home Loan" (2017),
and "The Taxpayer Protection
Housing Finance Plan" (2017). 

He holds a B.A. in history and
applied economics from the College
of St. Scholastica and a master's
degree in public policy from
Harvard's John F. Kennedy School of
Government.

AEI's Housing Market Indicators
Report Overview

The AEI Housing Market
Indicators report presents a compre-
hensive picture of the state of the
housing market in America. It
includes: 
- home prices and supply
- new construction sales and addi-
tions to the housing stock
- lending standards
- housing affordability
- land prices
- and many other metrics

The AEI Housing Center provides
these indicators near real-time at fine
geographies and for different price
tiers, including entry and move-up
levels.

Their reports, monthly and topical
briefings, and the market trends
report connects the dots on housing
market indicators allowing data-dri-
ven decision-making for govern-
ments, the private sector, and con-
sumers.
The data and visualizations are free
to download. The following link pro-
vides a detailed overview of the vari-
ous AEI Housing Market Indicators.
The July 2022 Housing Market indi-
cators report, audio, and slides can
be found at www.aei.org/research-
products/report/aei-housing-market-
indicators-july-2022/.

The Market Trends Report pro-
vides general local market trends
information and is launched by
inputting a property address. It can
be found at
www.aeimarkettrends.com/.

To view the categorized library of
all current and past housing center
research and media mentions, use the
link that follows, 
www.aei.org/aei-housing-center-
media-mentions/.

Conclusion
As I said earlier, the AEI Housing

Center's monthly reports and briefin-
gs are invaluable to every appraiser.
You cannot find this level of aggre-
gated data, information, commentary,
and tools for measuring risk in hous-
ing and mortgage markets anywhere
else. 

It is a treasure trove of historical
and current information for real
estate appraisers, and it's published at
no cost to you.. 

Editor's comments: Reprinted with
permission of the author and and the
Appraisal Institute. Previously pub-
lished in Valuation Magazine. 

About the author
R. Wayne Pugh, MAI, FRICS,

CCIM, CDEI is the head of Software
for Real Estate Professionals, Inc.
and a principal member of Real
Estate Counseling Group of America.

He formerly served as president of
the Appraisal Institute and chair of
the Louisiana Appraisal Board.

Wayne has been writing tech arti-
cles for appraisers for many years
and has been published in this
newsletter and Appraisal Insitute’s
Valuation Magazine. 
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By Tim Andersen, MAI

Editor's comments: When I first
started fee appraising in 1986, local
experienced appraisers told me to
never "come in" under the sales
price. I was shocked of course,
because I was trained at an asses-
sor's office. No one told me what my
value "should be". I never targeted
the sales price, of course. I worked
for lenders that did not require it.

As I chat with appraisers, I found
there is a misunderstanding

about what a purchase and sale
agreement or a sales contract is when
it comes to the appraiser. 

One of the questions I've gotten is,
"How much weight am I, the
appraiser, supposed to give to the
purchase and sale agreement? 

I know what the parties are going
to pay for the property. I have a copy
of the contract. So is this number the
property's market value or is it mere-
ly the property's market price?" 

And as we all know, there's a dif-
ference between price and value. 

Price vs. Value
As appraisers have sought assis-

tance on the issue of purchase and
sale contract, purchase and sale
agreements, and how much influence
that agreement should have on the
final value opinion, some appraisers
have taken the attitude that the pur-
chase and sale agreement itself is a
target to be met. 

Therefore, the property more or
less must appraise out at the pur-
chase and sale agreement. 

Or parties have taken the attitude
that a purchase and sale agreement is
just another data point for the
appraiser to analyze. That is the
stance that I take, that it's specifically
nothing more than another data point
the appraiser needs to analyze. In

other words, it should not influence
the appraiser's value opinion.

Should appraisers get a copy of the
purchase and sale agreement?

Some appraisers feel that lenders
should not provide them with the
purchase and sale contract. Then that
contract does not serve to color,
cloud, or otherwise bias a value
opinion. 

Let's take a look at it from basical-
ly both sides. Appraisers analyze
the purchase and sale contract to
amass and verify data to have
detailed data to use in the analytics
of future assignments. 

Purchase and sale agreements are
also a great source of data relative to
the subject, which might serve as a
verified and personally inspected
comp in a future assignment.
Remember, we rarely get to inspect
comparables.

Over time, a great deal of research
has indicated that well over 90% of
appraisals come in at or above the
purchase and sale contract. This sug-
gests that appraisers are indeed let-
ting that contract price function as a
target the lender expects the apprais-
er to reach and then support. 

We all know this is true. 

Lenders expect appraisers to use
this valuation target - the sales
price

Appraisers have been accommo-
dating lenders in this way for so long
that lenders just now expect this.
Appraisers are not going to disrupt
this model for fear of losing business
or running afoul of the State
Appraisal Board. 

In other words, if you don't come
in at the contract price, and then
somebody: the broker, buyer, seller,
lender, AMC or someone else files a
complaint with the State Appraisal
Board.

Therefore, the purchase and sale

contract can function as a target
lenders expect appraisers to reach.
Both lenders and appraisers benefit
from the relationship when the
appraiser comes in at the contract
price. 

What does USPAP say? 
You ask yourself, does USPAP

have any guidance on this question? 
Yes, it does. It's in Standard Rule 1-

5(a), which specifically requires the
appraiser to analyze all agreements of
sale current as of the effective date of
the appraisers. Appraisers cannot
avoid this ethical responsibility. 

However, while USPAP requires
the appraiser to analyze a current pur-
chase and sale agreement, there is
nothing in the language of USPAP
requiring the appraiser to set this
price as a target. 

In line with this, there is nothing in
USPAP indicating that the appraiser,
after analyzing the purchase and sale
agreement, should permit that knowl-
edge to color, influence, or in any
way bias the appraiser's development
of a credible value opinion.

Therefore, while USPAP requires
the appraiser to be aware of the pur-
chase and sale agreement and the
data behind it, USPAP does not even
hint at the appraiser, assuming this
price is a target the appraiser should
hit. This is a mindset lenders have
adopted, and appraisers frankly have
justified.

Appraisers read the purchase and
sales agreements at the beginning of
the appraisal process - out of the
proper order

It's further interesting to note that
Standard Rule 1-5 is the fifth step in
the overall appraisal process. Despite
coming in this order in the appraisal
process, since we asked for a copy of
the purchase and sale agreement at
the beginning of the appraisal
process, not toward the end, the client

Purchase and Sale Agreements
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sends it to us at the beginning, assum-
ing the client sends it at all.

This step is taken out of its proper
order, which colors the appraiser's
value conclusion toward the purchase
and sale agreement price. 

If we were to form our value opin-
ion in the proper order, saving the
analysis of the purchase and sale
agreement until essentially the last
step in the analytical process. Then
instead of coloring the value opinion,
if indeed it does, that step might
merely shade it instead, if indeed it
shades it at all.

Appraiser-Lender Symbiotic
relationship

What about the symbiotic relation-
ship between appraisers, lenders, and
the purchase and sale agreement we
just discussed? That this relationship
exists is beyond debate. 

However, suppose appraisers were
to analyze the purchase and sale
agreement in its proper order in the
appraisal process. 

In that case, that step alone could
remove from that process the stigma
of the purchase and sale contract price
as a target to hit. 

At that point, it becomes merely
another data point to analyze.
Obviously, the appraiser has to ana-
lyze the other comparables in the sub-
ject's comparable and competitive
market areas.

Let the market speak
In such cases, appraisers would be

wise counsel to let the entire market
speak. Listen to the entire market, not
merely one of its participants. 

In other words, let the purchase and
sale agreement price exert the influ-
ence it should, which only the
appraiser can decide, but no more. Let
the market influence the appraiser as
it should, but no more. 

In this way, the professional
appraiser seeks the big picture of the
market's indication of value for a par-
ticular property, which is what market
value is and which the appraiser has
the ethical commission and responsi-
bility to seek.

The purchase and sales price is just
a data point

So what this really comes down to
is the purchase and sale price is mere-
ly another data point. The appraiser
has no ethical, legal, or moral respon-
sibility to conclude that the purchase
and sale price is indeed the property's
market value. 

Now, let's face it. It might be. The
two parties might have negotiated
freely and openly and were properly
advised, etc., etc. 

And after proper analysis, you, the
appraiser, the person charged for
making that determination, may con-
clude that, indeed, the purchase and
sale price is the property's market
value. 

But that's not because price and
value are equal, as we discussed
above. It's because, via your analysis,
you determined that the market sup-
ported the purchase and sale agree-
ment price, not that it was a target for
you to hit. The market supports it 
and that's the whole purpose of this
article.

Who gets upset when you "don't
meet" the price and files a
complaint?

Can somebody get upset if you
don't meet the purchase and sale
price? 

Of course, somebody can get upset.
We've already discussed the broker,
the lender, the buyer, the seller, and
the plumber. 

For all we know, any one of those
people can file a complaint against
you as the appraiser simply for not
meeting the purchase and sale agree-
ment price. 

What if a complaint is filed against
you?

That is going to trigger an investi-
gation by the State, without question. 

Your defense is a complete work
file that shows that you analyzed all
of the necessary information for cred-
ible assignment results, which is
exactly what Standard Rule 1-4 says. 

If you can show the state investiga-
tor that you properly analyzed all of
the data and the market indicated that
the purchase and sale agreement price
was just too high, then you're justi-
fied. You're really not going to be in
any trouble at all, and chances are the
State will drop the charge. 

Most states look at a complaint as
just that: it's a complaint. The State
has to get to the bottom of it. 

But just because somebody filed a
complaint doesn't mean the com-
plainant is correct, or the complaint
itself is justified. 

If it's not, the State will probably
drop the charges. And in fact, nation-
wide, it's pretty clear that the apprais-
er is exonerated 50% percent of the
time. The charges are complaint
dropped.

This is not the worst thing apprais-
ers have to worry about. A complaint
may end up being not all that terribly
serious. 50% of the time, they're not.
The other 50% of the time, that's the
point of another article.

About the author
I'm here to help you. Contact me at

tim@theappraisersadvocate.com. I
look forward to working with you. I
look forward to speaking with you.
It'll be a pleasure and a professional
honor to do so. 
https://theappraisersadvocate.com/

Editor's Note: This is a transcript of
Tim's December 2019 podcast with
minor editing. Reprinted with permis-
sion.

mailto:tim@theappraisersadvocate.com
https://theappraisersadvocate.com/
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How to decide which are your best
clients

We all sort of know which AMCs
are good and which are bad. But,
using the Client Rating Grid below
makes you really think about how
they compare. We all have clients that
create "problems," occasionally or all
the time. It is very good for analyzing
prospective new clients before you try
one order and have a negative experi-
ence. I regularly see posts online,
such as Facebook groups, asking
appraisers about a specific AMC that
has contacted them about taking
appraisal orders. Just search
Facebook groups for the AMC names. 

Every minute you spend working
on a problem appraisal from one of
those bad clients is time (and money)
lost from your good clients. Or, much
more important, time from family and
friends. Many accounting firms have
an annual "audit" of their clients,
ranking them, but few appraisal firms
do this.

For example, clients you "helped
out" with a quick turnaround when
you were really busy. But they never
called you for another assignment?
Most AMCs, of course, have little
loyalty.

Regular client ranking is important
for all appraisal firms, but it's particu-
larly important for one-appraiser
firms where time is crucial. You can
use this article to evaluate new
prospective clients and rank your cur-
rent clients. 

Give your best service to your best
clients.

Some appraisers are reporting
declines of 30 AMC inquiries a day,
down from 100 per day a few months
ago. These appraisers should consider
that their number of inquiries will
continue to declines. 

Fees have gone down since the
peaks of last year, when lenders and
AMCs were complaining about long
turn times and too high appraisal fees. 

That is the easiest time to "fire"
clients. But, we didn't have a lot of
time back then, so we tended to pro-
crastinate. Now it is very important to
review your approved client list. 

AMCs vs. Direct Lenders
This article focuses on AMC fac-

tors to help you decide which AMCs
you want to work for.   

Many appraisers work for lenders
that assign their own appraisals or use
an outside company to assign the
appraisals, sometimes using a rotating
list of appraisers. 

I worked for many direct lenders in
the past. Fees did not change much
over time, except gradually increasing
over the years. When business was
very slow, sometimes they lowered
their fees and raised them back when
it got busy. 

Competition for AMC appraisals is
significantly increasing

Many AMCs go for the lowest fee.
Turn time is important for AMCs
because their clients (lenders) want
them. Lenders are much more con-
cerned about turn time than the fee. 

Of course, AMCs want lower fees
to increase their profits. 

Which are your best current and
previous clients to focus on for

getting business? We are now in
another lender appraisal recession
with more mortgage rate increases
expected in many areas of the coun-
try. 

Don't waste time randomly trying to
get new lender clients. Use the Rating
Grid below to see which old clients
you preferred. Or may be a good new
client. You can research new clients
and take one order to see if you like
working for them. 

Why previous clients? 
A primary marketing advice I have

always used, whether slow or busy:
Your Best Prospects for Business
Today Are Always Former Clients.
This works for any business, but
appraisals have broad increases and
decreases in business. Declining busi-
ness is very difficult, so it very
important now. 

Why previous clients? They know
you and you know them. 

Of course any AMCs can change
overnight from good to work for to
always taking the lowest fee.
Appraisers are all the same. 

Some appraisers are very busy and
some have little lender work - varies
widely

In California, and other states, the
lender appraisal market started declin-
ing in early 2022 and is still declin-
ing. In some states appraisers are still
busy, possibly because home prices
are more affordable to many buyers. 

Focus on your best current and former  
AMC/lender clients. 
What do they want? 
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The Three Factors: Turn time, Fee,
and "Quality" 

How to increase your competitive
advantage. 

What do you want to offer to
AMCs and lenders? 

What do you not want - low fees,
of course. 

But the days of the $1,000 and up
fees for all appraisals is gone. It never
happened in lender appraisals prior to
the recent surge and appraiser short-
age. 

Turn time (what AMC's clients, the
lenders, want): decrease your turn
time. Consider turning down time
consuming appraisals. Time factors
include driving time, saving time
writing up appraisal using your soft-
ware more efficiently, and having
fewer "reviewer" questions. You can
work on these now. 

"Quality" is also a factor. AMCs
know that appraisals kicked back by
Collateral Underwriter and reviewers
cost them money. They have to pay

MBA Loan Volume Application Index – 1/19 to 9/22

employees to get the problems correct-
ed. Their lender clients don't like the
time delays. Are your templates updat-
ed? Do you have way too many gener-
ic addendum pages that no one reads?
You can focus on doing appraisals
without the common errors found by
bank reviewers: no adjustment sup-
port, "all comps given the same
weight" in the reconciliation, etc.

Low fees: what many AMCs want. I
learned that "There is Always a
Competitor with Lower Fees (prices)"
for all types of businesses. You must
never get work from AMCs that
always select the lowest fees. Or, you
can take the low fee jobs just to stay in
business until you find better AMCs. I
decided never to compete on fees
when I started my business in 1986. I
got too irritated when an appraiser
with a lower fee got the assignment.

Turn time is always lender and AMC
top priority 

Focus on fast turn times. See the
Rating Grid below to look for clients
that don't slow you down and take
time away from working on other
client's appraisals. 

Factors include inadequate informa-
tion on the subject, very long engage-
ment agreements covering everything
any lender asks for, excessive phone
calls and texts, correction requests that

are not relevant to the appraisal,
etc. 

Increasing Quality may help also
by decreasing correction requests. 

How to get better "Quality" on
your appraisals

How to get your appraisals evalu-
ated to see if your templates, phras-
es, etc. need improvement so you
have a better Quality appraisal 

There are also many lists of
"common appraisal errors". Google
for more information. Pay attention
to any that come from Fannie,
Freddie and FHA. 

For a more focused analysis, I
strongly recommend Tim Andersen
at www.theappraisersadvocate.com
or google Tim Andersen appraiser.

Tim is an industry-recognized
USPAP expert. He can review your
appraisals and reports to answer
your USPAP compliance questions.
Then, with his counsel, you can
make sure they are internally con-
sistent. He regularly writes articles
for this newsletter, including this
issue. 

Tim focuses on keeping out of
trouble with state boards, which use
USPAP conformance as their pri-
mary criteria, but this also applies
to getting higher "Quality" lender
appraisals and reports. 

mailto:ann@appraisaltoday.com
mailto:info@appraisaltoday.com
mailto:info@appraisaltoday.com
http://www.appraisaltoday.com
http://www.theappraisersadvocate.com
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Don't compromise on Quality
When business is very slow, you

may be tempted to take appraisals
where you don't have competency,
maybe make unethical changes to
your appraisals, never be low on a
sale, etc. 

If you lose your appraisal license
you will never do lender appraisals
again. AMCs and lenders regularly
check for state board sanctions. You
don't want to be investigated by your
state appraisal board. 

Consider doing the "tough ones" 
AMCs often have difficulty finding

competent appraisers to do the
"tough ones", unusual properties
and/or markets. They should pay
more for these appraisals. 

Educational offerings can help you
with this. Many appraisers, who
started after licensing, were not
trained well and never learned how
to recognize problem properties.
Their education focused on passing
the exam or filling out forms.

Unfortunately, with business slow-
ing down, too many appraisers
accept assignments without having
competency. Don't risk your
appraisal license! Or, affiliate with a
more experienced appraiser to assist
you, offering them part of your fee. 

Hopefully you will be added to the
AMC's list of Who To Call for the
tough ones. These appraisers always
have business.

How AMCs manage their businesses
- why fees are dropping 

AMCs compete on turn time,
which lenders want. Lenders don't
care about appraisal fees. They want
to close the loans fast with fast turn
times. 

But, appraisal fees are most impor-
tant to AMCs. They also compete on
price when selling their services to
lenders. For example, they agreed to
fulfill all of a lender's appraisals for
$600 per appraisal and then pay
appraisers $400. They have armies of
employees and other costs.

Another primary factor is what I
call "AMC cascading". For example,
the AMC that originally contracted
with the lender gets $600 per
appraisal. But that AMC is too busy
and contracts out their work to anoth-
er AMC for a lower fee, say $500. If
that company is paying appraisers
$250 per assignment, staying in busi-
ness is tough.

AMC appraising is not a very prof-
itable business, even for independent
appraisal companies, because of the
significantly high labor costs. Even if
AMCs don't have staff appraisers,
they hire armies of clerks and
"reviewers" to manage their appraisal
orders and fulfillment. Legally they
must pay their employees first.

Watch out for AMCs going out of
business

Be sure to keep close watch your
current or new clients to see if they
may go out of business. Slower pay-
ment of appraisal fees is often a good
indicator. Google them. Often,
appraisers complain online first.

AMCs must pay their employees
first, plus overhead expenses. How
much is left over to pay their fee
appraisers?

AMCs that are backed by big banks
typically don't have payment prob-
lems. Most loans are now being done
by large non-banks such as
Quicken/Rocket Mortgage, who use
preferred AMCs. However,
Quicken/Rocket and other non-banks
may be having financial difficulties. 

Your best clients and the 80/20 Rule
How often did we take an order

from a new client and make our regu-
lar, reliable clients wait?

Remember, often 80% of your
business is from your reliable, loyal
clients. Your best service should be
reserved for your best clients.

Yes, some appraisers are on an
AMCs "top tier" list and get paid
high fees, even when their other
appraisers are getting much lower
fees. 

Try to get on the "top tier" list by
providing good service to them. Top
tier often includes appraising large,
expensive homes. Consider learning
how to do these appraisals. 

What about commercial and
apartment lender appraisals?

This business has always had some
competitive bidding. Appraisers are
used to wide variations in bids, but
the local lenders I worked for did not
select the lowest fees. Sometimes
only one appraiser was selected with-
out other bids. 

But, about 25 years ago, Wells
Fargo Bank set up a Bid Board for
fees. I never got one assignment
because my bids were high, so I
never worked for Wells Fargo. This is
used by many banks now.
Commercial fees are still way down
for lender appraisals. 

Fees have dropped since their peak
around 2007 and have not come back
up much. This is probably due to an
oversupply of appraisers, particularly
in urban areas.  



Some of the topics discussed here
and in the Rating Grid apply, such as
value pressure, fees, collection, loyal-
ty, etc.

Direct residential lenders
This article focuses on AMCs, as

they do the majority of lender
appraisal ordering. 

But, many of the factors on the
Rating Grid below relate to direct
lender clients. 

How to market to AMCs and direct
lenders - what do they want?

You are trying to find out what
your current and previous clients
want today. Fees, Turn Time, Quality.
Explain how you can help them. For
example: replying faster to requests
for corrections. 

Direct lenders: If local, use what
you did with mortgage brokers in the
past: inexpensive gifts, lunch or din-
ners paid by you, visit in person, etc.
If not local, can send gifts. Christmas
gifts are always popular. Every
November or December I have an
article on gift giving. Check the paid
subscriber web page with those arti-
cles. 

AMCs: if there is someone who
you regularly communicate with, ask
them what their employer wants.
Sometimes people such as underwrit-
ers or reviewers you know personally
can really help. Send them a postal
thank you card. 

Value or non-disclosure pressure -
take no orders from them ever!

If there is any value pressure or
attempts to get you to remove "prob-
lems", dump them. 

Unreasonable amount of AMC
requirements

"Scope creep" has decreased since
there are not a lot of new factors,
such as CU "enhancements" and new
Fannie requirements. 

AMCs work for lenders. They do
what the lenders say or they will be
out of business, just like appraisers.

Some AMCs require their apprais-
ers to adhere to all of their various
lenders' requirements. More savvy
AMCs send their appraisers the
requirements of the specific lender
the appraisal is going to.

How can you tell which AMCs are
doing this? Those that have pages and
pages of requirements vs. those who
send you a much shorter list of
requirements from the lender who is
getting the appraisal. Many appraisers
get work from the same lender from
different AMCs. Sometimes the list of
requirements are quite different
because the AMC include lots of
other lenders' requirements to the list.

Why work for AMCs that make you
adhere to the requirements of all their
lenders? Your turn time is affected,
even Quality sometimes to have a
shorter turn time. 

The Aggravation Factor
Maybe your "problem" client

always pays on time. But, they haggle
over the fee and the value, regularly
requesting "revisions." Or, they call
every day asking about "status." How
long do you spend "steaming" after an
annoying call from them?

This is time lost, and more impor-
tant, you are upset and distracted
from what you need to get done,
whether appraisals or family time.

How to evaluate new and previous
AMC clients

Just like any other client, give them
a "tryout" by accepting one order.
AMCs will be changing. Then evalu-
ate them using the Rating Grid
below.

Google their name online and see
if any appraiser comments or other
issues come up. You can also try
online appraiser chat groups, such as
Facebook. Often appraisers ask about
an AMC. 

Which AMC clients are the best for
you?

What is important to you? 
Fast payment, no phone calls,

appraisals close to your office, no
fast turnarounds, good, fees, etc. 

You can check with other apprais-
ers online and locally, but appraisers'
opinions of individual AMCs vary
widely. Some appraisers like them,
some hate them. You will have to fig-
ure out what you are looking for. 

For example, an AMC pays fast,
but pays low. Or, an AMC pays well,
but there are endless call backs.

Client loyalty - very important now
when business slows down

Before 2008, we all had loyal
lender clients: mortgage brokers and
direct lenders, often for years. Many
direct lender clients are still loyal
today.

If you have a client that you like to
work for and is loyal and giving you
assignments when business is slow,
give them a top rating.
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When NOT to accept orders from a
new AMC client

Don't ever, ever accept an order
from an AMC without trying to
check them out with other appraisers
online or appraisers you know per-
sonally. Check their web site. If they
don't have one or it is not working
well, Just Say No.

Be sure to check online to see what
other appraisers think. 

Many of us are afraid to turn down
work. When turning down an
appraisal I always say I'm backed up
for 4 to 5 weeks. That seems to be
most acceptable to them. 

Consider non-"traditional" lenders
For example, lenders who only do

portfolio loans. Or make loans on
modular or mobile homes in mobile
home parks. 

Future issues of this newsletter will
include articles on these types of
lenders. When appraisers are buried
in conventional appraisals, these
types of lenders were not hot topics. 

When to take a new AMC client or
try to get work from a previous
client 

You check them out carefully. See
the criteria below in the Rating Grid.
o They are a local lender. For exam-
ple, in my area, getting work from
credit unions has always been very
difficult. But, now many of them use
local AMCs. See who they use. 
o They don't want the lowest fee. 
o They only handle orders taken from
a few lenders, so they can make sure
the lender separates the loan officer
from the appraiser. The lender is
responsible for everything else. No
"reviewers" from hell and constant
phone calls.
o You have already researched AMCs
and they are on the list of AMCs that
you would consider working for.

AMC credit risk will be increasing.
Don't lose money. 

AMC profits go up and down
because of changes in mortgage vol-
ume, just like your appraisal busi-
ness. Be sure to keep close track of
your receivables. Do NOT let them
get too high.

When the market slows down,
some will go out of business.
Information is often available online
by Googling their name. If there are
problems, start collection efforts right
away. 

The Squeaky Wheel Gets the
Grease. I am always surprised that so
many appraisers lose lots of money
because they just didn't notice delays
in payments or complaints from
appraisers online. If the AMC files
for bankruptcy, it is too late.

Which current clients to "fire"
The AMC Rating Grid on the next

pages gives you different rating fac-
tors. Every appraiser is different.
Every appraiser's opinion of a specif-
ic AMC is different. 

What is most important to you? In
my business, from the day it started,
I have always been obsessed with
past due billings. I would prefer not
to do the work rather than not be
paid. So, one of my top criteria is no
payment problems. 

I also don't work for any clients
who call every day asking for
appraisal status. It makes me too
annoyed and stressed.

How to use the Client Rating Grid
NOTE: a word processing file of

this grid was sent with your email
notice of this month's newsletter. The
Grid is also posted on the Paid sub-
scriber page at
www.appraisaltoday.com/MOXIE in
rtf format (generic word processing)
for you to modify easier with your
own criteria and numeric ratings. 

You are using this list to decide
who to try to get work from. Don't
waste your time on clients with bad
ratings. 

Make a copy of the next few pages
and fill them out for your current and
previous clients. You can do your
major clients, or all of them. You can
also use it for evaluating potential
new clients. 

Unfortunately, no pass/fail score
could be developed, as clients tend to
vary substantially among appraisal
firms. Use the form to evaluate and
compare your clients. 

Typically, only a few clients cause
most of the problems. If you have
clients scoring high, give them extra
attention. You don't want to lose
them!

You can also copy and paste this
grid and change it to what you want
or add your own criteria.

Or, make up your own grid using
part of the one below, especially if
you do no AMC appraisals. 

Or, put your own scores on this
grid and make copies, depending on
what is important to you.

http://www.appraisaltoday.com/MOXIE


Fees (AMCs)
- 50 Always selects the lowest fee 
- Contacts multiple appraisers. When
they get a lower fee, they cancel the
higher fee appraisals
- 30 Will increase after haggling or
comes back a week later with higher
fee
+ 10 Sometimes keeps up with other
clients and increases fees
+ 30 Pays the same fees except for
some increases when busy
+ 50 Always pays well. Quick to
increase fees

How are orders placed?
- 50 Broadcast all orders to many
appraisers
- 40 Shops for lowest fee with a more
limited list of appraisers
+ 20 Looks for experienced appraiser
for unusual properties
+ 30 Contacts you first
+ 40 Contacts you first and accepts
fee

Loyalty
- 50 None. All appraisers are the
same. 
+ 10 Sometimes gave you work when
business is slow
+ 20 Does not blast orders. Contacts
appraisers that they prefer
+ 50 Has been a good client for many
years.

Value or non-disclosure pressure
- 1,000 Regularly pressures. Dump
the client.
- 50 Sometimes pressures
+100 Never pressures

Information provided - can increase
turn time
(about subject, borrower, etc.)
- 6 Very difficult to get correct infor-
mation
- 4 Incorrect information
- 2 Late, or missing
+ 2 Scattered, but workable
+ 6 Good, only a few pieces missing
+ 8 Excellent, always gives correct
full data at time of placing order

How many requirements and
accuracy of requirements - can
increase turn time and correction
requests
- 30 Changes requirements after
appraisal is completed
- 25 Incomplete or incorrect list of
lender requirements
- 20 Combines all the requirements
from all their lenders and sends
them. 15++ pages for example.
Complains you have not read and
understood the entire engagement let-
ter. 
- 10 Combines requirements of sev-
eral lenders
+ 15 Only includes requirements for
the lender ordering appraisal
+ 15 AMC works for one, or a few,
lenders with relatively few stable
requirements
+ 50 Direct lender client. Few has-
sles.

Types of requirements - Turn time
and Quality
- 25 Changes frequently. Hard to fig-
ure out.
- 20 Very picky for anything that is
not a tract home.
+ 30 Follows Fannie Mae or other
fairly flexible written guidelines
+ 40 Not very picky. Easy to work
with.

Communication of appraisal
guidelines - Turn time
- 20 Very unclear, changes from one
reviewer or underwriter to another
- 15 Written down, but no one pays
any attention
+ 10 Fairly clear, and most use them
+ 20 Clearly communicated.
Everyone uses and understands them

Times of communication with
appraiser
- 30 National holidays (Christmas,
etc.)
- 20 Weekends
- 15 Evenings and early A.M.(in your
time zone)
+ 15 M-F, 9am to 5 pm only (in your
time zone)
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Client Rating Grid
Date ______________________

Client name ____________________________________________

Current client ___ Former client ___ New potential client ___

How long a client _____



Your preferred method(s) of
communication (make your own
ratings)
- Text
- Email
- Cell phone
- Office land line
- Web site

Number of communications per
appraisal - status update - Turn
Time
- 30 Many times per day
- 5 Once per day
+ 5 Every 2-3 days
+ 10 Once per week
+ 40 Only if late - appraiser forgets
to communicate

"Corrections" - typical time per
appraisal (research, writeup,
communication)
-40 Over 2 hours
-30 1-2 hours
-15 30 minutes
-10 15 minutes
+20 5 minutes
+40 Very rarely have any requests

Average/typical number of
"Corrections" per appraisal
-25 Over 10
-20 5-10
-15 2-4
-10 1
+40 None

"Corrections" - ease of resolving
- 40 Asks for unethical solutions
- 30 Just looks at checklist - rigid
- 20 Reviewer not knowledgeable
about appraising - hard to communi-
cate
+ 20 Communicate with experienced,
licensed appraiser if needed
+ 30 Easy to work out a solution that
is acceptable to appraiser

Value pressure
- 40 If you don't cooperate, you will
never get any more work
- 30 Asks for "just a little" higher
value
- 30 Asks for consideration of new
comps to "get value up"
+ 40 None. Ever.

Typical length of appraisal report
-30 Over 40 pages
-20 30-39 pages
-10 20-29 pages
+10 10-19 pages
+30 Same as before AMCs took over

Who does the "reviews" (in addition
to lender review software)
- 30 Clerks who can't spell appraisal
- 20 Clerks who are very difficult to
understand over the phone
+ 5 Clerks who have had some train-
ing
+ 10 Clerks who understand what
their employer wants and how to
communicate with appraisers
+ 40 Certified appraisers with review
experience
+ 50 Certified appraisers with experi-
ence in your market

Payment terms
- 60 Used to be timely, now pays very
late, if at all
- 40 Always over 90 days
- 30 Always over 60 days
+ 4 Pays within 90 days
+ 10 pays within 30 days
+ 20 Pays on receipt of bill
+ 35 Pays in advance
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