
 Real Estate Valuation
 Magazine Online

The Independent Voice of Real Estate AppraisersThe Independent Voice of Real Estate Appraisers

 

 

     Welcome to Real Estate Valuation Magazine Online Welcome to

 •  The Appraisal Profession: Is the Fat Lady Singing?
 •  Online Regression Webinar with David Braun
 •  The Housing Outlook:  Good, Bad or Ugly?

Our website, blogs and downloads are all FREE.
CliCk below to JoiN oUR SUbSCRibeR liSt.

We will notify you when new material is posted.
(You may "unsubscribe" at any time.)

  ...And please tell your friends about us!

Issue No. 99             FALL 2010           FREE

Our 25th
Online Issue!



Welcome to Real Estate Valuation 
Fall 2010 Issue 

Dear REV Subscribers: 

We've had a busy, fulfilling and exciting year since our last online issue of REV in the Fall of 
2009. Since then, our fearless leader & publisher Henry S. Harrison -- appraisal author and 
nationally recognized guru  --  has:

1. Bought a vacation home in Brevard County, Florida, about 15 minutes from his eldest 
daughter, who lives in Satellite Beach.

2. Turned 80 (June 19th) and celebrated by swimming with the Dolphins at Discovery Cove 
with 13 members of his immediate family. SEE PHOTO BELOW!

3. Helped out with his youngest daughter's exciting new green tech start-up: the Green Bride 
Guide (greenbrideguide.com); and

4. Seriously reviewed his personal priorities and commitments.

After due consideration, Henry has decided that this will be our last formal edition of Real 
Estate Valuation as a static online magazine. With things moving so quickly in the real 
estate market and general economy at this point, our 3-month publication periods became a 
road-block to rapid response, and prevented us from being able to respond to industry 
changes and issues in a timely manner.

After this issue, we will change our format into an on-going BLOG where we can feature 
timely articles, Sound Offs!, guest articles, and Editorial comments by Henry on a semi-
weekly basis.

In the future, we will meld our Ask Henry Harrison website (http://

http://www.greenbrideguide.com/
http://www.askhenryharrison.com/


www.askhenryharrison.com) into REV's online presence, and continue to bring our readers 
Henry's wise counsel for real world problems and conundrums.

We always love to hear from readers: please continue to write to us at: 
 askhenryharrison@revmag.com or to me directly at: editor@revmag.com

We will plan our BLOG in response to your input, trying to focus on the down-to-earth issues 
you face every day, rather than the ivory tower musings of the industry's academicians!

Thanks for your continued loyalty and interest in our publications!

Ruth Lambert, Editor
editor@revmag.com

REV Magazine & Ask Henry Harrison

Henry S. Harrison & family with Sasha, the Dolphin at Discovery Cove in Orlando, FL.

http://www.askhenryharrison.com/
mailto:editor@revmag.com
mailto:editor@revmag.com
http://www.revmag.com/fall2010/index.html
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Editorial
Appraisal Foundation vs

Appraisal Institute
by Henry S. Harrison

“United We Stand – Divided We Fall”
Ever since I can remember, appraisers have been their own worst enemies when it comes to standing together 
to promote their mutual interests. We now have reached a new low, as the Appraisal Foundation and the 
Appraisal Institute are fighting with each other like cats and dogs. 

The basic issue is the Appraisal Foundation’s attempt to expand its education programs, and the Appraisal 
Institute’s bold attempt to stop them. When the Appraisal Foundation took over the function of providing most 
USPAP education, it was primarily a political struggle to control the ethics function of the profession. Money 
was a secondary issue.

Now, the Appraisal Foundation has expanded its education requirements with itself as the education provider, 
and the Appraisal Institute is resisting out of self-interest as one of the major education providers in the 
industry. The Appraisal Foundation is retaliating by imposing sanctions against the Appraisal Institute for 
standing in their way. The Appraisal Institute is withdrawing its support of the Appraisal Foundation. This 
time, in my opinion, money is the issue: providing education is a major source of income for both 
organizations.

It is our money they are squabbling over. The issues are how much education can be forced on appraisers 
(present and future), who will provide the education, and who will cash in! What a “shande”! [a Yiddish word 
meaning the disgrace caused by a humiliating family fight in public]
HSH

* * * * * *

http://www.vaned.com/1004MCrv


The following statement is 
attributed to the Appraisal 

Institute President 
Leslie Sellers, MAI, SRA

CHICAGO (Sept. 7, 2010) – The decision today by the Appraisal Institute’s Board of Directors to withdraw 
from The Appraisal Foundation as a sponsor was a difficult but necessary one. As the nation’s largest 
organization of real estate appraisers, we must preserve our integrity and must act as an independent voice 
representing the interests of our members, the profession and the public interest before legislative and 
regulatory bodies.

The Appraisal Foundation’s decision to sanction the Appraisal Institute for conduct said to have violated the 
Foundation’s Bylaws is simply wrong, and the penalty imposed was unjust and unwarranted. Independence 
from the Foundation strengthens our position to advocate without constraint on behalf of our members, the 
profession and the public interest.

For the past nearly 80 years, the Appraisal Institute has been the leader in raising valuation standards and 
ethics and in protecting the public interest. This will not change. In fact, the Appraisal Institute’s decision will 
allow it to respond to rapidly changing market forces by providing our members with new education, skills 
and professional advancement. We look forward to continuing to work with professional associations, 
legislators, regulators and others in our mission of advancing professionalism and ethics, global standards, 
methodologies and practices through the development of property economics worldwide.
# # #

See AI President Leslie Sellers’ video message at: https://appraisalinstitute.box.net/shared/5jphv4ds8p.

Ken Chitester
Director of Communications
Appraisal Institute
550 W. Van Buren St.
Suite 1000
Chicago, IL 60607
T 312-335-4290
F 312-335-4291
kchitester@appraisalinstitute.org
www.appraisalinstitute.org

https://appraisalinstitute.box.net/shared/5jphv4ds8p
mailto:kchitester@appraisalinstitute.org
http://www.appraisalinstitute.org/


* * * * * *

Below is a brief series of Q&A designed to reflect The Appraisal Foundation’s position with respect to 
the September 7, 2010 decision by the Appraisal Institute to withdraw as a Sponsor of The Appraisal 
Foundation. 

Question: Why did the Appraisal Institute choose to withdraw as a Sponsoring Organization of The 
Appraisal Foundation?
Answer: Obviously, only the Appraisal Institute can provide their full reasoning for this decision. However, 
the simple response to this question is the Appraisal Institute was unwilling to accept sanctions imposed by 
The Appraisal Foundation as a result of their conduct as a Sponsoring Organization.

Question: What did the Appraisal Institute do or not do that The Appraisal Foundation objected to? 
Answer: In simplest terms, The Appraisal Foundation expects its Sponsoring Organizations to communicate 
with it first regarding any matters that have a direct or indirect impact on our organization. The Appraisal 
Institute failed to comply with this expectation.

Question: Are Appraisal Sponsors of the Foundation being held to a new standard of conduct?
Answer: No, the Code of Conduct for Appraisal Sponsors and the conduct section of the Foundation Bylaws 
have remained unchanged for many years. All previous Appraisal Institute leadership teams have operated 
under this code without incident.

Question: Isn’t this a type of censorship on Appraisal Sponsors? 
Answer: No, not at all. It is simply a matter of disclosure. If a sponsor has a concern about the Foundation or 
is contemplating a legislative or regulatory proposal that would either directly or indirectly impact our 
organization, we ask that the issue be raised with the Foundation before it is raised with another organization 
or agency. 

Question: Was this most recent incident the first time the Appraisal Institute failed to communicate 
with The Appraisal Foundation?
Answer: No, this was not an isolated incident. In the recent past, there were two prior incidents where the 
Appraisal Institute failed to communicate, as expected, with The Appraisal Foundation. Ultimately, these 
continued actions by Appraisal Institute reached the point where, on February 6, 2009, the Board of Trustees 
of The Appraisal Foundation unanimously adopted the following resolution:
RESOLVED, That it is the sense of the Board of Trustees that the leadership of the Foundation schedule a 
face-to-face meeting with the leadership of the Appraisal Institute as soon as possible to voice the serious 
concern of the Board of Trustees regarding the content, nature and manner in which the Appraisal Institute 
attempted to influence the Appraisal Subcommittee on issues relating directly to The Appraisal Foundation. It 
should also be made very clear to the leadership of the Appraisal Institute that similar conduct in the future 
will place their affiliation with The Appraisal Foundation at risk.



Question: What exactly was the most recent issue?
Answer: Despite the above formal resolution by the Board of Trustees of The Appraisal Foundation and 
subsequent face-to-face meetings with Appraisal Institute leadership, the Appraisal Institute once again failed 
to communicate with the Foundation regarding a matter directly related to our organization. In this case, 
without the Foundation’s knowledge or approval, the Appraisal Institute approached three other organizations 
with the following proposed revision to the federal law (FIRREA) which grants authority to The Appraisal 
Foundation:
“to maintain the independence of the Appraisal Standards and Appraiser Qualifications Boards and to avoid 
potential conflicts of interest, The Appraisal Foundation shall not directly or indirectly offer or sponsor any 
qualifying or continuing education courses for certified or licensed real estate appraisers beyond the National 
Uniform Standards of Professional Appraisal Practice course specifically required for licensure and 
certification.”

Question: Isn’t this the same or similar restrictive language that is contained in the SAFE Act, which 
regulates mortgage brokers?
Answer: Under the SAFE Act, mortgage lenders, brokers and loan officers who want to be licensed have to 
meet certain statutory requirements. Congress created an entity known as the Nationwide Mortgage Licensing 
System (NMLS) as the regulatory authority. The NMLS is, effectively, a surrogate for the state regulatory and 
licensing agencies (i.e. the banking departments) of the 50 states. As the entity which awards the licenses or 
disapproves them on behalf of the states, the educational limitation in the SAFE Act is appropriate because as 
part of their due diligence they will be reviewing educational offerings and determining which qualify for 
credit towards licensure.

The Appraisal Foundation is not a licensing authority and does not approve education for licensure credit. 
These are functions of the state appraiser regulatory agencies. Accordingly, the analogy is without basis. 

Question: Upon learning that the Appraisal Institute had again failed to communicate issues affecting 
The Appraisal Foundation, what actions were taken? 
Answer: A sponsor’s decision to promote the passage of an amendment to a federal statute that would directly 
and expressly limit the future educational activities of the Foundation, without the Foundation’s prior 
knowledge or its approval, is a very serious matter. Because previous direct discussions, as well as the prior 
resolution addressing this type of behavior failed to result in a change in conduct, the Board of Trustees of the 
Foundation had no other choice but to take up consideration of sanctioning the Institute.

Question: How did the process of determining if the Appraisal Institute should be sanctioned work?
Answer: On June 15, 2010, The Appraisal Foundation held a special meeting of its Board of Trustees. At that 
meeting, information was provided to the Trustees regarding the most recent conduct of the Appraisal 
Institute.

Question: Was the Appraisal Institute given an opportunity to address these concerns at that 
meeting?
Answer: Yes, both organizations were given equal time to state their positions.

Question: What specific action was taken by the Board of Trustees?
Answer: On July 12, 2010, The Appraisal Foundation conducted a second special meeting of its Board of 
Trustees. After extensive deliberations, the following resolutions were adopted by at least a two–thirds 
majority:

RESOLUTION #1 
RESOLVED, that upon consideration of the information and materials presented to the Board of Trustees with 
respect to the conduct of the Appraisal Institute related to an amendment to Title XI, namely,
to maintain the independence of the Appraisal Standards and Appraiser Qualifications Boards and to avoid 



potential conflicts of interest, the Appraisal Foundation shall not directly or indirectly offer or sponsor any 
qualifying or continuing education courses for certified or licensed real estate appraisers beyond the National 
Uniform Standards of Professional Appraisal Practice course specifically required for licensure and 
certification.

The Board of Trustees has concluded that the Appraisal Institute engaged in conduct materially and seriously 
prejudicial to the purposes and interests of the Foundation;

RESOLUTION #2
RESOLVED, that as a result of engaging in such conduct, the Appraisal Institute shall be sanctioned as 
follows:

1. The Appraisal Institute shall be suspended as an Appraisal Sponsor effective September 15, 2010 and 
ending on April 15, 2011;

2. Permission by The Appraisal Foundation to the Appraisal Institute to reproduce the Uniform 
Standards of Professional Appraisal Practice (USPAP) without charge and (b) its discount on the 
purchase price of USPAP shall be revoked for a period commencing September 15, 2010 and ending 
on July 1, 2012;

RESOLUTION #3
RESOLVED, The Chair of The Appraisal Foundation shall promptly appoint a task force comprised of not 
less than three nor more than five members from the Board of Trustees to liaison with the Appraisal Institute 
during the period of suspension, or for such longer period as the Chair may determine, for the purpose of 
rehabilitating the relationship of the Appraisal Institute with The Appraisal Foundation as an Appraisal 
Sponsor.

Question: Was the Appraisal Institute given an opportunity to appeal the decision of the Board of 
Trustees?
Answer: Yes. The Appraisal Foundation Bylaws allow for an appeal. The Appraisal Institute chose to appeal 
the decision at a meeting of the Board of Trustees on September 1, 2010.

Question: What was the outcome of the appeal hearing on September 1, 2010? 
Answer: Comments of Appraisal Institute President-elect Joseph Magdziarz and Vice President Sara Stephens 
during the appeal hearing demonstrated a strong desire for a cooperative effort between the two organizations 
in the future. As a result, it was the consensus of the Board of Trustees that the suspension of the Appraisal 
Institute as a Sponsoring Organization should end just prior to the start of their terms, which commence on 
January 1, 2011. Therefore, the suspension term was shortened from September 15, 2010 through December 
31, 2010. The other resolutions adopted by the Board of Trustees on July 12, 2010 remained unchanged as 
they were not appealable.

Question: So because the Appraisal Institute was unwilling to accept the revised sanctions, they 
elected to withdraw as a Sponsoring Organization of The Appraisal Foundation?
Answer: Yes. The Appraisal Institute notified The Appraisal Foundation on September 7, 2010, that they were 
withdrawing as a Sponsoring Organization, effective immediately.

Question: Is this action final? Is the Appraisal Institute prohibited from ever returning as a 
Sponsoring Organization of The Appraisal Foundation? 
Answer: No, not at all. We firmly believe that, under the right circumstances, there will always be a door open 
for the Appraisal Institute to return to The Appraisal Foundation. We are always willing to talk with their 
representatives. We hope and believe the opportunities associated with a change in their leadership in a few 
months may be constructive. 



About The Appraisal Foundation
The Appraisal Foundation, a Congressionally authorized non-profit organization established in 1987, is 
dedicated to the advancement of professional valuation. The Foundation accomplishes its mission through the 
work of its three independent Boards: the Appraisal Practices Board (APB), the Appraiser Qualifications 
Board (AQB), and the Appraisal Standards Board (ASB). More information on The Appraisal Foundation is 
available at www.appraisalfoundation.org.

http://www.appraisalfoundation.org/
http://www.revmag.com/fall2010/index.html


Editorial
Do We Still Need Fannie Mae

and Freddie Mac?
by Henry S. Harrison

Appraisers and the general public have many reasons to be angry with Fannie Mae and Freddie Mac. Both organizations have 
basically have been doing the same thing, often badly or dishonestly, for many years. It is easy to gloat over the fact that they 
are both becoming the scapegoats for the current mortgage crisis caused by the bursting of the housing bubble. Their hands — 
and the hands of the appraisal profession — are not clean, as neither tried hard enough to put a damper on the run away housing 
market which both knew could not last. However, neither the appraisers nor Fannie Mae and Freddie Mac were the primary 
cause of the bubble and its eventual bursting. They were only part of a much bigger problem.

From before the end of World War II, it was axiomatic in the minds of most Americans and reflected in the thinking of 
Congress and the various Presidential Administrations (both Republican and Democratic) that rising home ownership was 
desirable. They believed it made American families better families and that, in turn, made America a better country. In spite of 
all the current problems caused by the bursting of the bubble, many Americans still believe this is true.

These people choose to ignore the two major problems caused by homeownership: the lack of mobility of the labor force at a 
time when moving was often the best way to get a new job; and the high use of energy caused by suburban living (large 

inefficient houses and excessive use of automobiles). They forget that the suburban exodus was only made possible by massive 
government spending on exurban highways, providing access to the suburbs, plus highly favorable tax laws, e.g., tax 

deductions for mortgage interest and property taxes and exemptions for much of the profit made on the sale of one primary 
residence. A further hidden subsidy is the failure of the U.S. to tax gasoline at a rate similar to most European countries —about 
a dollar more per gallon. [An increase of just 50 cents per gallon would result in at least $75 billion dollars in additional annual 

tax revenue.] All these government subsidies amounted to hundreds of billions of dollars per year.

Most Americans believe that providing good housing for every one is a desirable goal for the society. The question is: what 
does good housing mean? For example, many cities are discovering that good quality affordable rental units are very appealing 

to many people. Such housing is at the heart of the revitalization of America’s center cities over the past two decades.

A popular concept used to be that it was desirable to buy a home, rather than be a renter, even if you did not plan to stay in the 
same location for a long period of time. The reasoning relied on the assumption that you could sell the house at a profit after 

even a short period of time, and move on, without paying any capital gains tax. It may be many years before this is true again in 
most markets.

New home construction is now about one quarter of what it was before the bubble burst. The increasing population 

http://www.5starappraisers.com/


demographic is going to require that more new housing units be constructed. However, it is unlikely they will be Mac 
Mansions located in the suburbs.

What does this have to do with the future of Fannie Mae and Freddie Mac? The answer is simple. The problem is how the over 
5 million new mortgages that are needed each year will be originated, and where the money will come from.

Most loan originators do not provide the money that is used for mortgage lending purposes. This money is provided by 
investors such as pension funds, insurance companies, and a wide variety of overseas investors who think that America , in 

spite of its current economic problems, is still the best place to invest their money. It is impossible for these investors to 
originate mortgage loans, much less service them. This function was provided by tradition lending institutions and more 

recently by financial institutions such as Lehman Brothers, Bear Stern and similar organizations. Investors needed to be able to 
buy mortgage-backed securities backed by a pool of mortgages. This was the original purpose of both Fannie Mae and Freddie 

Mac: to act as a conduit for secondary mortgage funds into the housing market, and issuing securities based on vetted 
portfolios. Since the investors had no direct way to determine the quality of the mortgages in the pools, they wanted them to be 

guaranteed by Fannie Mae or Freddie Mac, the FHA or insured by a private insurance company such as AIG.

When the bubble burst, followed by a flood of mortgage defaults and foreclosures, these organizations did not have sufficient 
reserves to meet their obligations and the government was forced to bail them out with hundreds of billions of taxpayer dollars.

What should the government do? One proposed solution is to expand the FHA and have it become the insurer of most 
mortgages. Since they are a government agency, this means that the government would be insuring the mortgages. Based on the 

FHA’s past track record of bureaucratic ineptitude, this expansion is very unlikely to work.

Another solution is to once again privatize Fannie Mae and Freddie Mac — currently in a “conservatorship” created and 
controlled by the U.S. government. To prevent what just happened, they would have to be heavily regulated. There is a lot to be 
said for this solution, as Fannie and Freddie have the know how and staff in place. What is up for grabs is whether they will be 
allowed to borrow money from the Treasury at below market interest rates as in the past, which supposedly lowers the interest 

rates on mortgages. This was another form of housing subsidy that cost American taxpayers billions.

If other organizations, such as the Wall Street financial firms, are allowed to directly package mortgages, they and the insurance 
companies that insure the mortgages will also have to be regulated. The credit rating organizations who will be involved in this 
process would also need to be regulated. Thus a whole raft of new regulations and regulatory bodies will have to be created.

Another possibility would be to combine Fannie Mae and Freddie Mac into one new government agency. Many people in 
Washington think this would be the best solution. This probably would work, but again the government would be insuring 

these mortgages with taxpayer money.

http://www.appraisaltoday.com/products.htm


None of the long term solutions discussed here are going to solve the problem as to what to do about the millions of 
homeowners who are facing foreclosure. No matter which of these solutions is finally selected, the present foreclosure situation 

and resulting problem market is not going to solve itself. So far, the government has been woefully slow in solving this 
problem and it is dragging down the whole economy.

Finally, some economists are ranting that job stagnation is still dragging the housing market into the dust. With the housing 
industry one of the largest economic engines in the economy, capable of creating hundreds of thousands of jobs from 

construction to retail furniture and fixtures, focusing on fixing the broken housing industry seems well worth the difficulties 
and costs of such an undertaking.

HSH

http://www.revmag.com/fall2010/index.html


Book Review
Visual Valuation Book Covers 

Valuation Modeling
Review by Henry S. Harrison

Visual Valuation: Implementing Valuation Modeling and Geographic Information Solutions
Edited by Mark R. Linné, MAI, SRA with Michael M. Thompson, Phd.
American Institute of Real Estate Appraisers
Chicago, Il, 60607
318 Pages, Soft Cover; Price $60
http://www.appraisalinstitute.org/

Twenty authors contributed to this book. They covered a wide variety of subjects ranging from “Valuation 2.0: the Changing 
Appraisal Landscape” by the editor Mark Linné to other basic subjects designed to help any appraiser understand how to implement 
and utilize valuation modeling and information solutions. 

There are about 100 pages written as an introduction for the novice, to bring them up to speed. It starts with where we are today and 
where the authors predict we are going to be in the near future. There is a lot of material to digest in this first section and some 
readers heads will be spinning before they finish the first section of the book.

Section II: Implementing Innovation: Practical Applications of Advanced Technology and Section III: Pushing the Envelope: 
Advanced Case Studies from Academia cover subjects that will be well over the heads of many appraisers.

http://www.appraisalinstitute.org/store/p-227-visual-valuation-implementing-valuation-modeling-and-geographic-information-solutions.aspx
http://www.appraisalinstitute.org/
http://www.5starappraisers.com/


However, there is material in the advanced sections that should be of interest to residential appraisers who primarily use the URAR 
and 1004MC for the bulk of their work. For example, Chapter 12: “Innovations in Residential Valuation Tools” suggests ways that 
appraisers can use computerized data to make better appraisals. The latest efforts to use the computer to expand the analysis of many 
sales in a market area, requires the help of new computer software. [One good example explained in detail in the text is 
“CompCruncher” developed by Jeff Bradford, CEO of Bradford technologies.]

There are other suggested ways for appraisers to use computerized data to improve their daily work. Unfortunately, it is hard to ferret 
out these techniques from the complex material surrounding them in the book. An index would make the process easier and the book 
more useful.

Visual Valuation provides a good source of information for appraisers who want to notch up their understanding of Valuation 
Modeling and Geographic Information Solutions (GIS) …and take a peek at the future of appraising .

http://www.revmag.com/fall2010/index.html
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Education
Be prepared and pass the 

first time!

Let Henry S. Harrison & Burton Lee 
Help You Study SMART

Our 100% online program is an effective review course based the 
latest educational requirements set forth by the AQB.

The course reviews all the material, including the updated USPAP standard, that an appraisal student needs to 
pass the Licensed Residential or Certified Residential Appraiser qualifying exam. Includes over 300 pages of 
review material, 1500 practice exam questions, a 1500 term glossary, and a testing system that tells you 
exactly what topics you need to review the most and where to find that information.

Exam Prep Online Course Features
• Exams at the beginning of each unit to assess your current level of 

knowledge from our 600 question database.
• You will know precisely what to study and not waste time reviewing 

material you already know well and are comfortable with
• Thorough coverage of the current USPAP
• All exams select questions at random from a larger pool, so each 

time you take an exam it will be different
• Comprehensive final exam 900 question database for the final exam
• Final Exam Results Statistical summary for each exam you take. 

CLICK HERE FOR AN EXAMPLE
• 'Test Taking Tips' section to prepare you for exam day

http://www.vaned.com/AppTestimonials.cfm
http://www.vaned.com/edsystem/courseoutlines/AppExamPrepStats.htm


• Vocabulary Review 1500 term glossary, & 200 term vocabulary 
flashcards / exercises

Focus your Learning: CLICK HERE for an example of our exam 
feedback

* * * * * *

http://www.vaned.com/edsystem/courseoutlines/AppExamPrepStats.htm
http://www.vaned.com/edsystem/courseoutlines/AppExamPrepStats.htm


Economy
Generation Mortgage 

Refutes Top 10 Reverse 
Mortgage Myths

ATLANTA, Jan. 19, 2010 – Recent headlines pointing to the detriments of reverse mortgages 
aren’t getting the story straight. One of the nation’s leading reverse mortgage lenders, 
Generation Mortgage Company™, wants to separate fact from fiction.

“Because so many Americans over the age of 62 are facing significant financial stress due to 
dropping retirement and savings account balances, as well as higher healthcare costs, many 
groups are targeting seniors under the guise of helping them,” said Scott Peters, CEO and 
President of Generation Mortgage. “HECM reverse mortgages are Federal Housing 
Administration-insured products and are heavily scrutinized by regulators and legislators 
looking to protect seniors’ best interests. As a result, more than 600,000 American seniors 
have obtained reverse mortgages that have enriched their lives by allowing them to stay in their 
homes and pay off their bills.” 

According to Generation Mortgage, the most common reverse mortgage myths are: 

http://generationmortgage.com/index.php?cat=seniors&subcat=reverse-mortgages-explained&page=common-questions-and-answers


Myth: If I take out a reverse mortgage the lender will own my home.
Fact: False. Homeowners still retain title and ownership to their homes during the life of the 
loan, and can choose to sell the home at any time. As long as the house is maintained and 
property taxes and homeowners insurance are paid, the loan cannot be called due.

http://www.nebbinstitute.org/


Myth: My children will be responsible for the repayment of the loan.
Fact: False. Reverse mortgages are non-recourse loans. That means, if the property is sold to 
pay-off the loan when the homeowner passes away or decides to leave the home for other 
reasons, there will be no mortgage debt for the family and heirs to repay. The maximum 
amount owed is the current market value of the house. If the homeowner’s heirs want to keep 
the home, they would pay the balance in-full to the reverse mortgage lender. 

Myth: I cannot get a reverse mortgage if I have an existing mortgage.
Fact: False. With enough equity, you may be able to pay off your existing mortgage or other 
debt with the reverse mortgage. The reverse mortgage must be in a first lien position, so any 
existing mortgage must be paid off. Seniors who take out reverse mortgages are free to do 
anything they want with their reverse mortgage proceeds. Paying off an existing mortgage is 
the number one reason most of our clients take out a reverse mortgage.

Myth: Only low-income seniors get reverse mortgages.
Fact: False. Although some seniors may have a greater need than others for the monthly 
proceeds or lump sum funds reverse mortgages offer, most simply prefer to be free of monthly 
mortgage payments. Without monthly mortgage payments, many homeowners find they can 
maintain their existing quality of life and build their savings to help with future expenses. A 
growing number of people who have no immediate need are taking out these loans so that they 
have a financial cushion for future expenses.



Myth: If I outlive my life expectancy, the lender will evict me.
Fact: False. Reverse mortgage lenders put no time limit on how long seniors can stay in their 
homes. Since homeowners still own the property, lenders cannot evict them, provided they 
follow the program guidelines. 

http://www.homes.com/


Myth: Reverse mortgage lenders pressure seniors to buy additional financial products. 
Fact: Generation Mortgage offers only reverse mortgage products; it does not sell seniors any 
other financial products. Not every reverse mortgage lender operates that way. In fact, 
Generation has a policy to safeguard seniors from buying unsuitable financial products with 
reverse mortgage proceeds.

Myth: There are no objective advisors available to seniors trying to decide if a reverse 
mortgage suits their needs.
Fact: False. Borrowers are required to work with independent, third party counselors approved 
by the U.S. Department of Housing and Urban Development (HUD) in their local 
communities. This educational session helps them make the right decision for their unique 
situations. 

Myth: There are restrictions on how reverse mortgage proceeds may be used. 
Fact: False. There are no restrictions. The cash proceeds from the reverse mortgage can be 
used for virtually any purpose and borrowers should be cautious of lenders attempting to cross 
sell other products.  Many seniors have used reverse mortgages to pay off debt, help their kids, 
make ends meet or to have a financial reserve. 

Myth: Reverse mortgage lenders take advantage of seniors.
Fact: False. Seniors who have been victims of reverse mortgage lending schemes are extreme 
exceptions and typically victims of unsavory lenders. As a consumer, you should only work 
with lenders who are HYPERLINK "http://www.bbb.org/atlanta/business-reviews/mortgage-
brokers/generation-mortgage-company-in-atlanta-ga-27254866" Better Business Bureau and 
HYPERLINK "http://www.nrmla.org" National Reverse Mortgage Lenders Association 
(NRMLA) members and adhere to those organizations’ strict Code of Ethics and Standards for 
Trust. 



Myth: I’ve heard I won’t qualify for a reverse mortgage because of my limited income. 
Fact: Unlike a traditional mortgage where mortgage payments must be made each month, a 

reverse mortgage pays you.  Because of this, many seniors who do not qualify for traditional 
financing are eligible for a reverse mortgage.

About Generation Mortgage
Generation Mortgage Company™ is the largest, privately owned reverse mortgage retailer and 

wholesaler in the United States, and a member of NRMLA (National Reverse Mortgage 
Lenders Association) and Better Business Bureau A+ accredited. With its sole focus on reverse 

mortgages, Generation Mortgage Company™ offers clients “A New Generation in Reverse 
Mortgages™” and pledges to deliver outstanding customer service, as exemplified by its Loan 
Servicing - Generation services all its reverse mortgage loans and does not outsource them. For 

more information, visit www.generationmortgage.com or call toll free 1.800.662.1962.

http://www.appraisaltoday.com/products.htm
http://www.generationmortgage.com/
http://www.revmag.com/fall2010/index.html


Economy
Lax Oversight Caused Crisis, 

Bernanke Says
based on an article in the NY Times Online

ATLANTA — Regulatory failure, not low interest rates, was responsible for the housing bubble and subsequent financial crisis of the last 
decade, Ben S. Bernanke, the Federal Reserve chairman, said in a speech on Sunday. Mr. Bernanke’s remarks, perhaps his strongest 
language yet assessing the roots of the financial crisis, came as he awaited confirmation for a second term as Fed chairman and as he sought 
greater regulatory authority from Congress.

“Stronger regulation and supervision aimed at problems with underwriting practices and lenders’ risk management would have been a more 
effective and surgical approach to constraining the housing bubble than a general increase in interest rates,” Mr. Bernanke said in remarks to 
the American Economic Association.

Mr. Bernanke, addressing accusations that the Fed contributed to the financial crisis, argued in his speech that the interest rates set by the 

http://www.5starappraisers.com/


central bank from 2002 to 2006 were appropriately low. He was a member of the board of governors of the Federal Reserve system for most 
of that period.

“When historical relationships are taken into account, it is difficult to ascribe the house price bubble either to monetary policy or to the 
broader macroeconomic environment,” Mr. Bernanke said.

Bernanke's remarks and call for new regulation led the Senate and House to approve dramatic changes to the American financial system 
through the adoption of the Dodd-Frank Bill in July of this year. 

The Dodd-Frank bill passed by a vote of 60 to 39. Three Republican senators -- Scott Brown of Massachusetts and Olympia J. Snowe and 
Susan Collins of Maine -- joined 57 members of the Democratic caucus in support. Senator Russell Feingold of Wisconsin was the lone 
Democratic opponent, saying that the measure didn't go far enough.

http://www.appraisalworld.com/


But, as members of the rate-setting Federal Open Market Committee said last month, he noted that the fragile economic recovery and weak 
job market would “warrant exceptionally low” interest rates “for an extended period.”

Mr. Bernanke, in his talk, echoed his previous calls for Congress to grant the Fed greater oversight powers over the financial system, like the 
ability to help monitor and regulate against “systemic risk.”

The implication is that the Fed believes that regulation and supervision, rather than tighter monetary policies, should be used to address asset 
bubbles in the future.

http://www.vaned.com/revmag


Mr. Bernanke has pointed to the Fed’s extraordinary efforts to stem the crisis, including the creation of new lending vehicles to banks and a 
reduction of bank-to-bank interest rates to virtually zero, as evidence that the Fed has a firm grasp of what the economy needs. The Fed’s 
handling of the crisis has been widely praised by economists.

The Treasury and other government agencies already have supervisory power over parts of the financial system, but so, too, does the Federal 
Reserve.

In his talk on Sunday, Mr. Bernanke acknowledged as much, rattling off a list of regulatory efforts the bank made to address nontraditional 
mortgages and poor underwriting practices.

But, he said, “these efforts came too late or were insufficient to stop the decline in underwriting standards and effectively constrain the 
housing bubble.”

© 2010 The New York Times Company

http://www.revmag.com/fall2010/index.html


Economy
Dollars and Sense: 

Deficiency in a Short Sale
by Christopher Hanson, Esquire

The news remains ugly. Foreclosures are still the topic of the day, although now we're focused on "short sales."  But the underlying 
question is the same:
 
The house is worth less than the debt. What should the homeowner do?

 
There are two main paths that most people are able to choose from: foreclosure or short sale."Foreclosure" has two paths within it as 
well: judicial and non-judicial.
 
A "judicial foreclosure" is simply a breach of contract case brought in the court system (thus the "judicial" in "judicial foreclosure"). The 
bank sues a borrower for breach (the failure to pay) and gets a judgment. The judgment is collectible by first selling the house through a 
Sheriff's sale, and then going after the balance (presuming the house sale isn't enough to pay off the judgment amount) by attaching and 
selling everything else the borrower owns that the bank can get a hold on. This balance is what everyone refers to as the "deficiency 
judgment."
 
The good news for the bank is that it can seek other assets beyond the property to satisfy the debt. The bad news is that it costs a LOT to 
get that benefit. A judicial foreclosure can take 18-24 months, and cost $75,000 in attorney fees. Oh, and after the house is sold by the 
Sheriff, the borrower has up to one year to buy it back from the bank. Yup, one year. So, a bank has to know it will be holding on to 
that property for 2-3 years before it can sell it as an REO asset. The deficiency amount better be worth it.
 
A "non-judicial" foreclosure is just what it sounds like, a foreclosure that does not include the courts (thus the "non-" in "non-judicial").
 
The California Legislature has set up a system to make the recapture of the loan collateral (i.e., the house) a simpler, faster, and less 
expensive process. 
 
In a non-judicial foreclosure, the bank issues a Notice of Default; then three months later, a Notice of Sale, then one month later, holds a 
Trustee's sale. The Trustee's sale is what we all think of, and call, a foreclosure sale.  At the end of the day, either the bank or some 
bidder is now the proud owner of the property.  No deficiency is allowed on a Trustee's sale (at least on the note foreclosed upon).
 
The wrinkle in a non-judicial foreclosure is what happens if there are two loans. 
 
If the first position loan (the one recorded first in time) forecloses, the second (or third, or fourth or tenth...) is "wiped out."  Well, 
almost.
 
Remember that there are two parts to a loan (generally): a note and a deed of trust.  Think of the note as an IOU.  Think of the deed of 
trust as collateral.  A non-judicial foreclosure wipes out the collateral, but not the underlying note.  So, in some circumstances, the bank 
holding that second, or third loan, can still come after a borrower for the balance of the loan.  But, since the first lender has already sold 
the property, that second (or third) can't go after the collateral.  That bank is called a "sold out junior creditor" and can bring a lawsuit for 
breach of contract.  The bank can get a judgment and collect on whatever other assets it can find.  (In some cases, a junior creditor is 
better off being "sold out" – that way it is not limited to the shrinking value of the real estate!)

If the first lender doesn't get enough from the non-judicial foreclosure sale to pay off the entire debt, that's just too bad.  Unlike the 
second (or third) lender, the foreclosing lender doesn't get to both non-judicially foreclose and sue for breach of contract for the unpaid 
remainder.  That's called California's 'one action'  rule.
 
But wait; there's more!
 
California has passed certain laws that benefit homeowner/borrowers.
 
If the loans being foreclosed on were the ones obtained to purchase the property, and the property was a 1-4 unit building, occupied by 
the buyer/owner/borrower - then the banks are limited to ONLY the property as collateral.  A sold out "purchase money" junior creditor 



cannot bring that breach of contract claim.  That's California's 'purchase-money, anti-deficiency' rule.
 
You just gotta love California.
 
Don't confuse 'purchase money' with a re-finance loan.  Even if no 'extra' money was taken out of the property when a purchase money 
loan was re-financed, a "re-fi" is NOT purchase money.
 
Is a short sale the same?  Oh, hell no!
 
At its most basic, a 'short-sale' is just a modification of the loan contract. Actually, it is the negotiation of the release of the 
collateral. It is NOT a release of the note.
 
Hmmm.  Sound like a problem?  You betcha!
 
Most people (i.e., those sub-prime borrowers who probably should have never gotten into those loans in the first place) think that the 
lender's agreement to a short sale is also the lender's agreement to waive any short fall in loan proceeds.  Not so.
 
And, since the collateral is gone (remember, it was just sold 'short'), there is no deed of trust to foreclose upon.  What's left?  A lawsuit, 
for breach of the loan agreement. And that allows the bank to go after all of a borrower's assets, not just the property. If the economy is 
better in three and a half years, that borrower might be able to re-pay that $40,000 "short."  Ouch.
 
Does this apply even to purchase money loans?  You bet your bottom dollar it does. And, a 'short sale' is not an 'action' under the 'one 
action rule.'  What's a borrower to do?
 
Negotiate.
 
If a borrower has a purchase money loan, hold out on any short sale term sheet for an absolute waiver of any deficiency by the bank. 
They won't want to give it to you. Statistics we looked at show only 20% of banks will waive the deficiency. But, if they refuse, threaten 
to let the property go to foreclosure. That can - in many cases - cost the bank a lot more money.  
 
Even a bank has some sense, and will often choose an option that means spending fewer dollars.
Contact: chanson@hansonlawfirm.com

mailto:chanson@hansonlawfirm.com
http://www.revmag.com/fall2010/index.html


Appraisal Practice
Appraisers Must Adhere to a 

High Standard of Ethics
by Ron Stalzer, Appraiser



Appraisal is a profession, and appraisers are professionals. In our field, as with any profession, we are bound by 
ethical considerations.

An appraiser's primary responsibility is to his or her client. Normally, in residential practice, the appraiser's client 
is the lender ordering the appraisal to decide whether to make the mortgage loan. Appraisers have certain duties of 
confidentiality to their clients -- as a homeowner, if you want a copy of an appraisal report, you normally have to 
request it through your lender -- obligations of numerical accuracy depending on the assignment parameters, an 
obligation to attain and maintain a certain level of competency and education, and must generally conduct him or 
herself as a professional.

http://revmag.com/downloads/ethics.pdf


Appraisers may also have fiduciary obligations to third parties, such as homeowners, both buyers and sellers, or 
others. Those third parties normally are spelled out in the appraisal assignment itself. An appraiser's fiduciary duty 
is limited to those third parties whoM the appraiser knows, based on the scope of work or other written 
parameters of the assignment. 

There are also ethical rules that have nothing to do with clients and others. Appraisers must keep their work files 
for a minimum of five years.

Ethical appraisers do not accept assignments on contingency fees. They don't make an appraisal report and get 
paid only if the loan closes. They don't take assignments on percentage fees.

The Uniform Standards of Professional Appraisal Practice (USPAP) also defines as unethical the acceptance of 
an assignment that is contingent on "the reporting of a pre-determined result (e.g., opinion of value)"; "a direction 
in assignment results that favors the cause of the client;" or "the amount of a value opinion." 

In my practice, and hopefully yours as well, professional ethics are always respected and complied with.

Jump Start Your Appraisal Business
Three Steps to Jump Start Your Appraisal Business 

for YEARS TO COME.

1. Getting organized and conquering clutter: Compartmentalize your active projects keeping only the job that you 
are currently working on at the top of your desk. Clear out the 2009 appraisal files, organize and file away last 
year’s business records. Overcome by clutter? Check out these three sites for help: www.napo.net (National 
Association of Professional Organizers); www.nsgcd.org (National Study Group on Chronic Disorganization); 
and www.decluttered.com.

2. Review how your appraisal business compares now with your appraisal business at the start of the last decade. 
Many appraisers at that time had only recently gone online, casting aside 35 millimeter cameras and fedexing 
appraisal reports for the new world of digital cameras and electronic files. Take a close look at the hardware and 
software that you currently use and review what new products are available. Make sure that you are not falling 
behind the competition using inefficient products that could be cheaply replaced, a concern during these 
recessionary times.

3. What about your marketing? At the start of the last decade, it probably consisted of mailing calendars to 
mortgage brokers, calling on local bankers and advertising on one of a handful of directories for appraisers. 
Marketing is oftentimes viewed as a place to cut costs when business is slow but this can be a big mistake with 
lack of exposure for your practice causing it to slowly dry up! No need to spend $10,000 per year with the local 
Yellow Pages or Yellow Books, most new business connections are made online. Diversify your online 
advertising in ways that will help you to promote both your mortgage appraisal business and your private 
appraisal practice. 4. Regarding AMCs: Whether you hate them or are resigned to working with them, analyze 
what percentage of your practice that you want to allocate to them, the types of jobs you are looking for and the 
geographic areas that you are interested in working in.

http://www.napo.net/
http://www.nsgcd.org/
http://www.decluttered.com/


About the Author:
Ron Stalzer hosts an ongoing Blog at his firm's website, A & E Appraisals. It is a well respected and useful 
source of information on all aspects of appraising. 
Check it out at: http://www.aandeappraisals.com/
Reach Ron directly at: ron@aandeappraisals.com
Get useful and practical articles, tips and real life solutions like these from our friend Ron Stalzer's Blog: at http://
www.aandeappraisals.com/StalzerBlog

http://www.aandeappraisals.com/
mailto:ron@aandeappraisals.com
http://www.aandeappraisals.com/StalzerBlog
http://www.aandeappraisals.com/StalzerBlog


Appraisal Practice
Help Wanted

Real Estate Staff Appraiser

Location: Rochester NY area: (Ontario, Seneca and Yates Counties)

Responsibilities: The position will be responsible for performing appraisals on 1-4 family 
residential real estate properties. Perform property inspections, analyze real estate data, and 
prepare various types of residential appraisal reports. Create value conclusion of market value 
of real estate and generate, accurate and thorough appraisal reports; prepare appraisals and 
supplemental documentation in alignment with Kirchmeyer & Associates policy, industry 
standards, USPAP and regulatory requirements. Common job tasks include measurement of 
physical proportions, drafting property floor plans and taking pictures of the subject/
comparables. Demonstrate self motivation, exemplary customer service skills, and strong 
interpersonal and communication skills.

Requirements: • The successful candidate will have a minimum of 2 years of experience as a 
certified or licensed appraiser. • A current license in New York State. • An active state driver’s 
license, proof of automobile insurance and an ability to provide one’s own transportation. • 
Ability to set priorities and mange time efficiently. • Excellent oral, written and interpersonal 
communication skills

Compensation: Fee split, benefits and PTO (paid time off) time

Interview Process:
1. Please submit: 
• your resume, 
• copy of appraisal license, 
• 3 client references and 
• 3 sample reports to michelle@kirchmeyer.com
2. Phone interview
3. Onsite Interview

* * * * * * * * *

mailto:michelle@kirchmeyer.com


Appraisal World Presents: the Collateral 
Valuation Report (CVR™)

The Collateral Valuation Report (CVR) is an appraisal report based on CompCruncher, our 
computer aided appraisal software. The CVR is produced by appraisers trained in real estate 
regression analysis. It is not an AVM embedded in a form filler. The appraiser is center stage 

http://www.appraisalsummit.net/
http://www.appraisalworld.com/


and has complete control over the data analysis and the valuation process.

CVR Use
You can use the CVR for any valuation service except for re-finance and loan origination. 
Refinance and loan origination are governed by Fannie Mae and Freddie Mac and you need to 
use their approved forms for that type of appraisal work. We have found that lenders and 
appraisers use the CVR for their alternative valuations. Here are some suggestions for you to 
understand the great use of the CVR across the multi-billion alternative valuation market:
• Bail Bondsmen
• Estate work
• Divorce disputes
• Tax assessment challenges for the tax assessor and/or home owners
• Forensic appraisals
• Legal work

Lenders have told us that the CVR is a highly attractive alternative to provide more accurate and 
more reliable valuation with additional analytical features in the following areas:
• Replacement for BPOs, particularly for HELOCs
• A replacement to a URAR for portfolio loans (HELOCs, private clients, consumer finance, 
community banking)
• Default management for any BPOs used in the process (short sales)
• Alternative in the loan modification programs
• Quality assurance
• Secondary valuation in value dispute resolution and value reconciliation

http://www.appraisalworld.com/
http://www.revmag.com/fall2010/index.html


Fannie Mae
Fannie Mae Publishes 

Changes Effective 9-1-10
As Ann O'Rourke asks in her recent newsletter: "Hmmm…. who will be sending out all 
these appraisal directives if Fannie and Freddie no longer exist?"

Effective September 1, 2010, all conventional appraisals must meet the following requirements:

Inclusion of Interior Photographs in the Appraisal Report

When completing an appraisal requiring an interior inspection, interior photographs of specific 
rooms and areas must be included in the report. Photographs must be clear, descriptive, original 
images from photographs or electronic images, copies of photographs from a MLS, or copies 
of photographs from the appraiser's files.

http://www.appraisaltoday.com/products.htm


Required photographs include:
· The kitchen
· All bathrooms
· The main living area
· Evidence of any physical deterioration, if present
· Evidence of any recent updates, remodeling, renovations, etc.

Sources of Comparable Market Data

Data or verification source(s) used by the appraiser must be disclosed on the appraisal report. 
Single or multiple sources for data and verifications are acceptable provided the appraiser 
verifies the comparable sales. The appraiser is required to state the specific data source(s) used 
and must refrain from using broad categories such as "public records." Regardless of the data 
source(s) used, there must be sufficient information available from the data to determine 
condition of the property, existence of financing concessions, physical characteristics of the 
subject property and comparable sales, and determination if it was an arm's length transaction. 
Many times public records do not provide this degree of information; therefore, the appraiser 
would need to obtain the required data elsewhere.

When comparable sales data is provided by parties that have a financial interest in either the sale 
or financing of the subject property, the appraiser must verify the data with a party that does not 
have a financial interest in the subject transaction. Please remember this requirement when 
obtaining data from builders and/or sales agents.



Selection of Comparable Sales When Appraising New Construction

When appraising new construction, the appraiser may need to rely solely on the builder of the 
property to provide comparable sales data as this data may not yet be available through typical 
data sources. In this case, it is acceptable for the appraiser to verify the transaction of the 
comparable sale by analyzing a copy of the HUD-1 Settlement Statement from the builder. The 
appraiser should confirm the sales date and price and if any sales concessions are present. The 
appraiser still has the responsibility to determine the upgrades and level of finish to the property 
and how they attribute to value.
When appraising new construction it is required that at least one comparable sale be selected 
from the subject's subdivision or project, and one comparable sale must be selected from 
outside the subject subdivision or project (outside the developer/builders control). The third 
comparable sale may be selected from either inside or outside the subject's subdivision or 



project.

As a reminder, use of comparable sales that are more than 6 months old require an explanation 
as to why more recent sales were not available.

Clarification for Completion of the Market Conditions Addendum
to the Appraisal Report (Form 1004MC)

For consistency, and to provide the most accurate depiction of the "Months of Housing 
Supply" as of the effective date of the appraisal, when completing the analysis for the "Total # 
of Comparable Sales Active Listings" the data should be based on a specific point in time. 
When completing the "Current - 3 Months" column for "Total # of Comparable Active 
Listings", the number should reflect the listings on the most recent day in the 3-month period 
(which is also the effective date of the appraisal), and not the cumulative number of listings for 
the entire 3-month period. Using a cumulative number of listings for the 3 month period may 
result in an artificially high number for "Months of Housing Supply".

When completing the "Months of Housing Supply", the number for the "Total # of 
Comparable Active Listings" is divided by the absorption rate, which provides an accurate 
depiction of the existing housing stock as of the effective date of the appraisal.

When completing the analysis for the previous time periods, such as "Prior 4-6 Months" and 
"Prior 7-12 Months", the "Total # of Comparable Active Listings" should be based on the 
most recent day in each of those time periods. (emphasis added)

Example: If the effective date of the appraisal is 8/21/10:
· The data used to complete the "Current - 3 Months" column for "Total # of Comparable 
Active Listings" is what is available on 8/21/10.
· The data for the "Prior 4-6 Months" column is what is available on 5/21/10.
· The data for the "Prior 7-12 Months" column is what is available on 2/21/10.

https://www.efanniemae.com/sf/guides/ssg/ 
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Fannie Mae
FHFA Establishes New 

Housing Goals for Fannie 
Mae and Freddie Mac

Washington, DC -- The Federal Housing Finance Agency (FHFA) has sent a final rule to the 
Federal Register establishing new housing goals for Fannie Mae and Freddie Mac (the 
Enterprises) for 2010-2011. The Housing and Economic Recovery Act of 2008 (HERA) 
required FHFA to establish housing goals for the Enterprises for targeted segments of the 
mortgage market.

In previous years, the Department of Housing and Urban Development (HUD) set overall 
goals that measured the combined performance of single-family and multifamily mortgages. In 
contrast, the new goals required by HERA target specific segments of those markets. The new 
goals also reflect essential conservatorship requirements to ensure the Enterprises focus on core 
business activities to support the mortgage market while minimizing losses on their existing 
mortgages.

The final rule establishes three single-family, owner-occupied home purchase mortgage goals 
for low-income families, very low-income families, and families living in geographical areas 
with lower-income populations, areas with high concentrations of minority residents, and 
federally- declared disaster areas. The latter goal also includes a specialized subgoal to ensure 



that the Enterprises address housing needs in lower-income and minority areas. The final rule 
also contains a goal for single-family, owner-occupied refinance mortgages for low-income 
families.

The home purchase and refinance goals are expressed as minimum goal-qualifying mortgage 
shares of home purchase or refinance mortgages acquired by the Enterprises. The benchmark 
goal levels for the low-income and very low-income home purchase goals did not change from 
the proposed housing goals rule, however, the final rule adjusts the low-income refinance goal 
downward reflecting recent market conditions.

The benchmarks for the four single-family goals are:
• 27 percent for the low-income home purchase goal; 
• 8 percent for the very low-income family home purchase goal;
• A percentage to be set annually by FHFA for the low-income/high minority/disaster areas 
home purchase goal (with a subgoal of 13 percent to measure acquisitions in low-income/high 
minority areas only); and
• 21 percent for the low-income family refinance goal.

The final multi-family goals reflect the current market conditions and are lower than those 
proposed initially:
• Fannie Mae’ s goal is to acquire mortgages that finance at least 177,750 low-income rental 
units and 42,750 very low-income rental units.
• Freddie Mac’s goal is to acquire mortgages that finance at least 161,250 low-income rental 
units and 21,000 very low-income rental units.
• The Enterprises must also report on their acquisition of mortgages involving low- income 
units in small (5- to 50-unit) multifamily properties.
Consistent with the FHFA proposed housing goals rule, the final rule offers two measures for 
goal compliance. The final rule sets a prospective or benchmark measure as well as a 
retrospective market-based measure to assess each Enterprise’s performance relative to the 
actual goals- qualifying share of the primary mortgage market. An Enterprise can satisfy a 
particular goal if it meets either of these measures. Previously, the Enterprises’ housing goal 
levels were set only prospectively.

Consistent with the proposed rule, the final rule prohibits housing goals credit for purchases of 
mortgages in private-label securities, including commercial mortgage-backed securities. The 
final rule revises the counting treatment in the proposed rule for loan modifications by allowing 
credit under the low-income refinance goal for permanent Making Home Affordable loan 
modifications.

FHFA does not intend for the Enterprises to undertake economically adverse or high-risk 
activities in support of the goals, nor does it intend for the Enterprises’ state of conservatorship 
to be a justification for withdrawing support from these important market segments.

As noted in the final rule, FHFA expects to take future regulatory action to address the housing 
goals treatment of purchases of multifamily loans that aid the conversion of properties that have 



affordable rents to properties that have less affordable, market rate rents. FHFA also may 
solicit further comments on how the housing goals can further promote sustainable 
homeownership and how multifamily subordinate liens can be structured to benefit low-income 
residents. The final rule is effective 30 days after publication in the Federal Register.

Link to Final Rule

Click here to download “The Future of Housing Finance: A Progress Update on Freddie & 
Fannie...” delivered by Edward J. DeMarco, Acting Director Federal Housing Finance Agency

###
The Federal Housing Finance Agency regulates Fannie Mae, Freddie Mac and the 12 Federal 
Home Loan Banks. These government-sponsored enterprises provide more than $5.9 trillion 

in funding for the U.S. mortgage markets and financial institutions.

http://www.fhfa.gov/webfiles/16603/FinalRuleAffHsgGoals9210.pdf
http://www.fhfa.gov/webfiles/16726/DeMarcoTestimony15Sept2010final.pdf
http://www.fhfa.gov/webfiles/16726/DeMarcoTestimony15Sept2010final.pdf
http://www.revmag.com/fall2010/index.html


Ask Henry Harrison

SCOPE OF WORK & RENOVATIONS

Hi Henry: 
I have been requested lately to verify that renovations or additions have been completed with proper permits. 

http://www.askhenryharrison.com/


My response to the client has been this comment in the appraisal:

"This appraiser did not appraise the property at the time of the subject renovations.  At the time of this 
inspection, the subject renovations were complete, and there were no obvious adverse conditions. It is to be 
noted that the Appraiser is not performing a Building Inspection, nor is responsible for matters of a legal 
nature that involve hidden or fraudulent actions of other parties. If the reader of this report requires further 
information regarding permits or previous home additions or remodeling, the appraiser recommends 
contacting the homeowner or Building Inspector."

I view my Appraiser's License as authorization to provide Market Value, not to act as the Town Hall Permit 
Police. Even if I can find a permit, who am I to say the work was completed to code or not? Please tell me if I 
am wrong, and how you suggest I respond.  Should I be digging through permits & putting my license on the 
line for past renovations that I have no way to oversee?

Thank you in advance! You're the best!

Kiersten Gerow, appraiser
Nashua, NH 

capitalk@myfairpoint.net

Dear Kiersten:
The USPAP requires a scope of work dialogue with the client prior to accepting an appraisal assignment. If 
you are not willing to do what they ask for, you should inform them, and try to come to an agreement as to 
what you are willing to do and what you will be paid for this work. For example, you might be willing to 
interview the building inspector and report the results of the interview. Once you become aware of a potential 
problem (e.g., an unsafe exterior staircase to a new deck), you do have to report it in your appraisal, and to the 
client.

In the other example above, if acceptable to the client, your appraisal report could include the results of your 
interview and contain a statement saying that you are aware of a recent renovation being made, there are no 
apparent problems with the renovation (if this is true), and that the value you have estimated is based on the 
assumption that there are no problems.  

If you cannot come to a scope of work agreement with the client, you should not do the appraisal.
H2

mailto:capitalk@myfairpoint.net


VACANT APARTMENT

Dear H2,
I have a full duplex that is being purchased and the borrower is already living in one unit while the other unit 
is vacant. The property was vacant until the borrower recently moved in. My client has requested that the 
appraisal be done on the 1004 form, since the borrower qualifies for the loan without any rental 
information. The appraisal is likely to be kept in-house by the lender and not sold on the secondary 
market. Can I do this appraisal on the 1004 or am I required to put it on the 1025 form since it is in reality a 
small income property?  Thanks.

http://www.liability.com/


Sean E. Wooley, Appraiser
Overland Park, KS 

swooley@adamsoninc.com

Dear Sean,
The USPAP has no requirements as to what (if any) appraisal reporting forms you use. This is a matter to be 
decided by you and the client during the scope of work dialogue with the client that the USPAP does require. 
First, you must make it clear to the client that if they decide to sell the mortgage, your appraisal probably will 
not be acceptable to Fannie Mae, Freddie Mac or the FHA. 

You should also explain that your appraisal will have to accurately describe the ownership and configuration 
of the whole property, including the vacant residential unit. It probably will be harder for you to do this on the 
URAR than to complete to 1025 as you will have to make a lot alterations and additions to the URAR. The 
final decision is up to you and the client.
H2

LACK OF COMPARABLES

Dear H2,
I am appraising a house, newly built in 2008. It is 2,600 sq.ft., in an established neighborhood of 50-100 year 
old houses, most of which are 1,500-1,900 sq/ft. This house is not actually atypical, because many owners in 
the neighborhood have torn down and re-built this type of house (2 story, and made with the finest materials.)  
However, houses of this caliber and size have not been sold, so there are no recent sales of this type. Do I use 
comps that are as large as the subject, but older, even though upgraded with the finest materials? Do I adjust 
for age? I don't think these are true comps. Do I venture out into other areas and neighborhoods until I find 
genuine comparable sales?  No sales of similar age and quality are making this assignment difficult for me.

Leroy Thomas III Los Angeles, CA 
LT3Appraisers@aol.com

Dear Leroy,
It is solely up to the appraiser to select which comparable sales are most useful and how much weight to give 
each one, as well as what adjustments are needed. You have to decide if the comparable sales available are 
sufficient to make a credible appraisal, which is what is required by the USPAP.  If you don't think you have 
sufficient data, you cannot do the appraisal.

H2

INDUSTRIAL BUSINESS SPACE

Dear H2,
I own an industrial building with 5,000 square feet of shop and 1,000 square feet of office space, with an 
additional 1,000 square feet above(on a mezzanine) that is finished with an office, conference room and a full 
bath.This finished mezzanine can only be accessed from a stairway in the shop area, and is heated but not air 
conditioned. The lower office area has heat and A/C.  Can this upper office/ mezzanine be counted as 
additional office square feet?

mailto:swooley@adamsoninc.com
mailto:LT3Appraisers@aol.com


Gerard Man
gerardman@cavtel.net 

Dear Gerard,
There are no rules about how to measure and describe an industrial building. It is up to an appraiser to provide 
a description that is clear enough so that a reader of their appraisal report will not be confused. What you 
actually call the space is up to you and should be what will be most helpful to convey the actual configuration 
and utility of the space. Some appraisers would probably disqualify your mezzanine space as additional office, 
since it is not air conditioned. Others would include it, noting that it is not finished exactly as the lower level 
office space (having no A/C).

H2

FHA REPORT CONVERSION

Dear H2,
I have a question that I can't seem to find an answer to though all my internet searches. I have a client that I did 
a conventional appraisal for, effective 4/9/2010. The client came back and asked for a 1004D Summary 
Appraisal Update Report which was effective 8/16/2010. I received an additional order on 8/24/2010 
requesting the original appraisal be converted to an FHA appraisal. I did an FHA re-inspection on 8/25/2010.  

My question is whether this will require an entirely new appraisal considering the 1004D appraisal update 
was effective 8/16/2010 or can the FHA number be added to the original appraisal?  If so, will the effective 
date of the converted appraisal be the date of the 1004D (8/16/2010) or the date I went back to do the FHA re-
inspection (8/25/2010).   

Thank you in advance for your assistance. 

Jeremy Smart
cindy.smart@comcast.net

Dear Jeremy,
The USPAP requires that whenever the date of the appraisal is changed, a new appraisal is required. It does 
not require that you make a new inspection (or any inspection) unless the client requires that you do so as part 
of the new scope of work. Much of the material is probably reusable for a new appraisal. You can change 
your original report to meet FHA requirements, as long as you don't change the effective date and still meet all 
the FHA requirements.

H2
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The Environmentalist
Cape Cod Ultra-Low Energy House 

Wins EcoHome Grand Award

ZeroEnergy Design’s “Truro Residence” in Truro, 
Massachusetts is selected for a Grand Award in the 

2010 EcoHome Design Awards.

Cape Cod, MA (PRWEB) August 26, 2010 –
The Truro Residence, a modern Cape Cod home by ZeroEnergy Design, won a ‘Grand Award’ for the 2010 EcoHome Design 
Awards hosted by EcoHome magazine. Aligned with the magazine’s philosophy, the national contest showcases the “best 
integration of design and performance” from across the country.

The award winning Truro Residence is a modern, oceanfront vacation home perched 115’ above sea level overlooking Cape Cod 
Bay. The home features native landscaping throughout the 1.7 acre site and near zero energy use thanks to a high performance 
building envelope, a geothermal heating and cooling system, and photovoltaic panels that produce nearly as much energy as the 
home uses each year.





“We are thrilled to receive the Grand Award, and have our work singled out as an example of design excellence and 
sustainability,” said Stephanie Horowitz, AIA, of ZeroEnergy Design. “Our exceptional team helped to make this home both 
beautiful and high performance.”

About ZeroEnergy Design
ZeroEnergy Design (ZED) is an integrated architecture and HVAC design firm focusing on modern green home design and zero 
energy homes and buildings. 

Architecture: ZED provides green design for zero energy homes, modern homes, and commercial interiors. Our full suite of 
services includes architecture, mechanical engineering, construction administration, and financial & lifecycle cost analysis. In our 
modern home design process, we improve client design decisions with 3D visualization and cost-benefit information. Whether 
your project is a zero energy home, a deep energy retrofit, a Passive House, or a tenant fit-out, let our team use green design 
techniques to realize your project.

Energy Modeling & HVAC Design: ZED provides energy efficiency recommendations and HVAC design for homes and 
buildings. Depending on your goals, we can provide a variety of energy performance packages including: deep energy retrofit, 
super insulated, Passive House, cost-optimal, zero fossil fuel consumption, and net zero energy. As part of your team, ZED can 
help the project achieve ENERGY STAR, Passive House, NAHB Green or LEED certification for both market rate and 
affordable housing projects.



Analytics: To reduce carbon footprint, increase energy efficiency, or augment your green building portfolio requires clear data 
to justify ambitious goals and maintain fiduciary responsibility to your stakeholders. ZED’s provides a pragmatic perspective for 

energy efficiency, green building, real estate development, and policy creation.

http://www.revmag.com/fall2010/index.html
http://www.bluebook.net/appraiserbase


The Environmentalist
National Publication 

Names Best Green-Built 
Neighborhoods

by Olivia Blanco Mullins and 
Stephanie Nelson

Topeka, Kan. (Vocus) -- Natural Home Magazine (http://www.naturalhomemagazine.com) 
released its list of America’s best green-built neighborhoods. The 10 planned communities, 
recognized for their commitment to green building practices and the promotion of sustainable 
living, are featured in the May-June 2010 issue:

10) Mueller, Austin, Texas: More than 700 families call this former brownfield site home, 
and use hiking and biking trails, parks and more.

9) Madison Street, Chattanooga, Tenn.: The city’s first LEED-certified homes occupy a 
formerly dilapidated neighborhood, and use locally harvested and manufactured materials.

8) Northwest Crossing, Bend, Ore.: All buildings and homes in this 486-acre mixed-use 
community met Oregon’s Earth Advantage certification requirements.

7) Pine Ridge, Ketchum, Idaho: This urban infill project features affordable housing and 
easy access to bus lines and bike paths.

6) Prairie Crossing, Grayslake, Ill.: Prairie Crossing’s 359 units use geothermal, wind and 
solar energy for power and heat, and the development has a certified organic commercial farm 
on-site.

5) Issaquah Highlands, Issaquah, Wash.: Houses in this community meet Built Green’s 4-
Star efficiency level and run on multiple energy sources.

4) Mosier Creek, Mosier, Ore.: This LEED Silver- and Earth Advantage-certified 
neighborhood includes a solar-heated saltwater pool.

3) Kalahari Harlem, New York: Kalahari features community gardens and green roofs, and 

http://www.naturalhomemagazine.com/


residents participate in a car-sharing program.

2) Garden Atriums of Poquoson, Poquoson, Va.: The development’s net-zero homes use 
solar and closed-loop geothermal systems, and residents share a community composting site 
and a fruit orchard.

1) Pringle Creek, Salem, Ore.: These homes use an extensive rainwater-management system, 
and residents participate in an onsite biodiesel co-op.

“Communities like these need to be recognized for their commitment to the environment and the 
fact that they are making green living affordable and accessible for everyone,” says Natural 
Home Editor in Chief Robyn Griggs Lawrence.

For more on these neighborhoods, visit the Natural Home website at http://
www.naturalhomemagazine.com/energy-efficiency/americas-top-ten-best-green-built-
neighborhoods.aspx.

About Natural Home
Natural Home is the authority on sustainable home design and materials, earth-friendly décor 
and natural lifestyles. Since 1999, health-conscious, environmentally concerned consumers 
have turned to Natural Home for information, advice and inspiration to create beautiful, 
earth-friendly living spaces.

About Ogden Publications
Ogden Publications Inc. is the leading media company and information resource serving the 
sustainable living community. Key brands include Mother Earth News, Natural Home, Utne 
Reader, The Herb Companion and Grit. Ogden Publications also serves niche markets with 
magazines and books targeting rural lifestyle, farm memorabilia and classic motorcycle 
communities, and provides insurance and financial services through its Capper’s Insurance 
Service division. The Topeka, Kan.-based company is privately held.

http://www.naturalhomemagazine.com/energy-efficiency/americas-top-ten-best-green-built-neighborhoods.aspx
http://www.naturalhomemagazine.com/energy-efficiency/americas-top-ten-best-green-built-neighborhoods.aspx
http://www.naturalhomemagazine.com/energy-efficiency/americas-top-ten-best-green-built-neighborhoods.aspx
http://www.naturalhomemagazine.com/energy-efficiency/americas-top-ten-best-green-built-neighborhoods.aspx
http://www.revmag.com/fall2010/index.html
http://www.thegreenbrideguide.com/
http://www.amazon.com/gp/product/140221345X?ie=UTF8&tag=thegrebrigui-20&linkCode=as2&camp=1789&creative=9325&creativeASIN=140221345X
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Rants & Raves

mailto:editor@revmag.com


1004MC Complaint

Dear Mr. Harrison,
I find the 1004MC a maddening affair. If the intended goal of the form is to reveal price trends 
in a defined market during the past year, then there must be an adequate amount of data. Mark 
Ratterman, whom you may know, states that statisticians claim data is generally not adequately 
revealing with less than 30 items from which to make a meaningful analysis.
 
Given the dearth of sales activity brought on by the poor economy over the past year, it is often 
tantamount to pulling teeth to come up with even the minimum required 3 comparable sales for 
an appraisal. One cannot produce meaningful results through an analysis of a literal handful of 
sales. If one accurately defines the market for a particular property, there will likely be far too 
little data from which to identify trends. The more one broadens the defined market, the more 
revealing the data, but doing so would necessarily include properties that are not competing 
with nor comparable to the subject property. Without adequate data, the 1004MC form 
becomes just one more useless and time-consuming pain in the backside for appraisers.
 
It also occurs to me that if an appraiser is intent upon producing a fraudulent or misleading 
appraisal report, it is no trick to construct the data for the 1004MC to support whatever value 
estimate he or she chooses to make. The 1004MC adds no insurance that a reported value is 
accurate. The net result is that the 1004MC is merely punitive to appraisers rather than useful 
for underwriters and lenders.

Terry Shannon
tjshannon2@comcast.net

Indianapolis

Dear Terry,
I agree that the number of sales usually available from a neighborhood sample is not adequate 
to render an opinion only on statistical analysis.  However, I don't agree that 30 is the magical 
number. I like 18 better. Why not accept the 1004MC for what Fannie Mae claims it is for. Just 
give them what ever data you find (don't fudge the area just to get more data) and render you 
opinion on what you find.  Explain in your comments on how you came to the conclusions you 
made and if you could not render an opinion just say there was not sufficient data to render an 
opinion.  An appraiser can make a fraudulent appraisal with or without the 1004MC.
H2
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Numbers Lie...

Dear REV:
I am old school. Face to face with people who had faith in our relationship. Now AMCs have 
become a way of life. Poor pay and coercive expectations on turn times. All your work gets 
checked by a computer, most of the people scanning the reports have no idea.  Leave a box 
unchecked, even if it has not been checked in ten years, now some computer programmer says 
it has to have an answer.
 
New 1004 request yes or no answers to cut down on the dialogue.  Forget that, yes or no 
requires an explanation.  For that matter everything requires a book. Where is USPAP in all 
this? Every bank we deal with has a three page set of requirements.   
 
1004MC form wants to know trends in a neighborhood. 90% of the neighborhoods or within a 
mile of subject have not had enough sales in the past year to verify any trend or market 
direction! Insufficient Data  has become almost a standard answer. 
 
I do not know where all this is going, but it has never paid to lend money to people who cannot 
pay. Free money drove the market and tight money is killing it. Well, as the saying goes: 
"Numbers lie and liars number."  And greed never takes a holiday.

Joe Johnson
Cert. RD Florida

jjohns58@verizon.net

http://www.appraisaltoday.com/products.htm
mailto:jjohns58@verizon.net


Where Will New Trainees Come From?

Dear REV:
With the new FHA requirements and the AMC situation, where are the new appraisers going 
to come from? The AMCs all state "no trainees" on their work orders. If you can't train, you 
can't work, and you will never be able to do FHA appraisals. Seems to me there will be a 
shortage of qualified residential appraisers in just a few years. A lot of the older guys have 
already quit in disgust, and more are retiring every day. 

Mark Stephenson
UNCMRK21@COX.NET

mailto:UNCMRK21@COX.NET
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