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 Two-thirds of lenders nationwide 
believe a real estate bubble now ex-
ists, and half of them believe it has 
already begun to burst or will burst 
in the next six months, according to 
the “Lending Climate in America” 
by Phoenix Management, an advi-
sory firm headquartered in Chadds 
Ford, Pa.
 A significant 93% of lenders sur-
veyed expect a house price correc-
tion to prompt prices to fall 10% to 
20% nationwide.
“In the minds of lenders, the housing 
bubble has moved from Loch Ness 
monster myth status to an economic 
reality that could have a significant, 
negative impact on the lives of many 
Americans,” says Michael E. Jacoby, 
managing director and shareholder 
of Phoenix Management Services. 
“A year ago, 46 percent of lenders 
believed we were in a housing bub-
ble. Today, that number has climbed 
to 66 percent, and many of them be-
lieve a correction is imminent and 
could lead to a drop in housing prices 
of up to 20 percent.”
 When asked when they believed 
the housing bubble would burst, 30% 
of lenders said it has already begun 
to happen; 20% predicted it would 
occur in the next one to six months; 
and 27% thought it would happen 
seven to 12 months from now. Nine 
percent said it would occur in 2007.
 Among the 92 commercial banks 
and finance companies who partici-
pated in this quarter’s survey, only 
9% said they did not believe a hous-
ing bubble existed.
 When asked which area of the 
country was likely to be most af-
fected by a housing correction, 30% 
of respondents named the Northeast, 
followed closely by 27% who pre-
dicted the West Coast. Fourteen per-
cent named the Southeast, and 5% 
was named for the Mid-Atlantic and 
the Midwest, or said all regions will 
be affected equally.
 Half of all lenders believe a hous-
ing correction will result in real es-
tate prices dropping as much as 10%. 
Forty-three percent said the decline 
would be as high as 20%.
 Despite their belief in the exis-
tence of a housing bubble, real estate 
was not the issue that lenders thought 
posed the greatest threat to the health 
of the U.S. economy.
 When asked to select from a list 
of six issues that had the most po-
tential to hurt the economy, 38% of 
lenders named the federal budget 
deficit. That was followed by the war 
in Iraq (18%), the trade deficit (14%), 
the sluggish job market (12%), low 
household savings rate (9%) and the 
real estate bubble (9 %).

 Overall, lenders remain wary 
about the future of both the economy 
and their customers.
 For the first time in five years, 
they believe the short-term outlook 
for the economy is stronger than its 
long-term outlook.
 “When we asked lenders how 
they expected the economy to per-
form over the next six months, they 
assigned it a high ‘C’ grade,” Jacoby 
says. “But when we asked them how 
it would perform in the second half 
of 2006, they downgraded the econ-
omy to a low ‘C.’ 
 Clearly, there are lingering con-
cerns about whether the economy 
has fully rebounded in a meaningful 
way.”

MANY LENDERS SEE PRICE BUBBLE
 
 
 

There seems to be a lack of informa-
tion - and, some disinformation - about 
Fannie Mae requirements related to the 
new forms. Some of these requirements 
concern inspections and treatment of 
adverse property conditions. Addition-
ally, with respect to certain certification 
language, appraisers have voiced con-
cerns that they might create problems 
for themselves and for clients if, on the 
one hand, they provide language that 
may contradict the Fannie Mae require-
ments, while, on the one hand, worrying 
that, without sufficient disclosures and 
specificity they may be creating a pro-
fessional practice issue.
The best advice an appraiser can get is to 
read carefully some of the source docu-
ments and make an informed decision 
personally. Only then can a person de-
cide whether the advice and interpreta-
tions are reasonable.
 I offer no interpretation with respect 
to the discussion. It’s early enough so 
that everyone should form their own 
opinion.
 The following represents excerpts 
from Fannie Mae’s Revised Appraisal 
and Property Report Forms – FAQs 
(11/1/05).
Property Inspection. The guidelines pro-
vide succinct and useful guidance.
 Fannie Mae’s expectation of the ap-
praiser’s property inspection for an ap-
praisal based on an interior and exterior 

inspection is a complete visual inspec-
tion of the accessible areas of the prop-
erty.

PROPERTY CONDITION
 Fannie Mae permits an appraisal to 
be based on the “as-is” condition of the 
property as long as any minor condi-
tions, such as deferred maintenance, do 
not affect the livability, soundness, or 
structural integrity of the property, and 
the appraiser’s opinion of value reflects 
the existence of these conditions.
 This suggests that these types of 
conditions are within the realm of the 
appraiser to make adjustments in the 
grid, if necessary, to reflect differences 
between the subject and the comparable 
sales.
 The appraiser must identify physical 
deficiencies that could affect the sound-
ness, structural integrity, or livability 
of the property as part of his or her de-
scription of the physical condition of 
the property. These items include major 
property problems noted in the inspec-
tion.
 The guidelines go on to say, in situ-
ations where an adverse property condi-
tion may be observed by the appraiser 
but the appraiser may not be qualified to 
decide whether that condition requires 
immediate repair, the property must be 
appraised subject to an inspection by a 
qualified professional.
 In this event, the guidelines advise 
that the lender must have the property 
inspected and have the problems cor-
rected prior to selling the loan to Fannie 
Mae. As a result, the appraisal may need 
to be updated based on the results of this 
additional work by “incorporating” the 
results of the inspection and quantify 
any impact in the value opinion.

CERTIFICATION #23 
 From the Guidelines: This certifica-
tion item is an acknowledgment by the 
appraiser that certain parties to a mort-
gage finance transaction that are not 
the Lender/Client and/or Intended User 

often rely on the appraisal report. This 
new certification clarifies that such other 
parties include the borrower, another 
lender at the request of the borrower, the 
mortgagee or its successors and assigns, 
mortgage insurers, government-spon-
sored enterprises, and other secondary 
market participants.

INTENDED USER IS   
DISCUSSED
 It is stated that this is the party for 
whom the appraiser is writing the report, 
which is the Lender/ Client for a residen-
tial mortgage finance transaction. The 
revised appraisal report forms clearly 
identify the Intended User as defined by 
the Uniform Standards of Professional 
Appraisal Practice as the Lender/ Client. 
The acknowledgment of other parties 
that often rely on the appraisal report is 
not meant to expand the list of Intended 
Users.

THE DISCUSSION CONTINUES
 The language of the certification is 
meant to clarify that others, although 
not Intended Users, often rely on the 
appraisal report as part of a mortgage 
finance transaction. Our intent was to 
clarify through the use of this new certi-
fication that the appraiser is accountable 
for the quality of his or her work to those 
who often rely on it as part of a mort-
gage finance transaction. The apprais-
er’s accountability for the quality of his 
or her appraisal should not be limited to 
the Lender/ Client and/or Intended User 
identified in the appraisal report.
 Further, Fannie Mae is committed 
to overcome the prevailing feeling in 
the appraisal and lending communities 
that appraisers are too often not held ac-
countable for the quality of their work.
 The preceding has caused the most 
confusion. A clarification was issued. 
The following is from an Appraisal In-
stitute press release, 
 “Appraisal Institute Works with 
Fannie Mae on Clarification of “Intend-
ed User” Issue, Release Date: Novem-

ber 4, 2005.” Mark Simpson of FNMA 
notes . .. “recognizing that there may be 
confusion in the appraisal community 
about the distinction between parties 
who ‘use’ and parties who ‘rely’ on ap-
praisal reports, Fannie Mae has devel-
oped, in cooperation with the Appraisal 
Institute, the following additional notice 
or statement that it will accept when the 
appraiser believes the Lender/Client is 
the only Intended User:
 “The Intended User of this appraisal 
report is the Lender/Client. The Intended 
Use is to evaluate the property that is the 
subject of this appraisal for a mortgage 
finance transaction, subject to the stated 
Scope of Work, purpose of the appraisal, 
reporting requirements of this appraisal 
report form, and Definition of Market 
Value. No additional Intended Users are 
identified by the appraiser.”
 Further, he states that “the use of this 
additional notice or statement may help 
to clarify the identification of the In-
tended User as addressed in the Uniform 
Standards of Professional Appraisal 
Practice and on the revised appraisal re-
port forms. This statement is consistent 
with Fannie Mae policies and we will 
purchase loans with this additional lan-
guage in the reports.”
 Here is a major point of emphasis, 
however. “Fannie Mae will not accept 
appraisals with additional notices or 
statements that may conflict with Certi-
fication # 23.” Please find and read these 
documents so that you can have some 
informed opinions. Consider participat-
ing in face-to-face education, discus-
sions, or staff meetings so that you get 
the benefit of the opinions of others.
 Fannie Mae’s frequently asked ques-
tions are available on the Fannie Mae 
web site. PDF versions of the forms are 
available at www.efanniemae.com. The 
Appraisal Foundation issued an FAQ in 
July with respect to the new forms. It is 
available at www.theappraisalfounda-
tion.org. A number of appraisal organi-
zation have offered advice: a search of 
the Web will uncover those resources.

 In order to settle a lawsuit that alleges it overcharged customers and urged real 
estate appraisers to increase property values in 33 states, Ameriquest Mortgage Co. 
would pay $325 million and change some business practices, accord ing to the Los 
Angeles Times.
 Under the terms obtained by the Times, Ameriquest loan agents would be barred 
from discussing property appraisals with the people conducting the assessments. 
The company would also be prohibited from paying workers to increase loan fees 
and interest rates, and from adding penalties for early loan repayments.
 In citing a copy of the settlement the paper said that the company would re-
pay $295 million to borrowers and an additional $30 million to cover the cost of 
the investigation. However, Chris Orlando, a spokesperson for Ameriquest said the 
version of the settlement obtained by the Times was “partial and incomplete” and 
doesn’t “reflect the current state of discussions.” He added,”We’re working hard 
with the attorneys general to reach a comprehensive agreement that’s good for con-
sumers and fair to the company.”
 According to the Orange County (Calif.) Register, the current version is the 
fifth revision of the settlement, said Iowa Attorney General Tom Miller, leader of 
a multi-state task force. Ameriquest had previously disclosed that it set aside $325 
million to cover a settlement with the attorneys general.

AMERICIQUEST SETTLES LAWSUIT 
INVOLVING APPRAISER PRESSURE
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sector to stay healthy, but some believe the sky-
rocketing pace of growth will slow significantly 
compared to the remarkable price appreciation 
and sales absorption seen during the past several 
years.
 “While I’m basically bullish, I’m not ruling 
out the possibility of a more severe slow up than 
we’ve anticipated,” said Michael Stein, execu-
tive vice president with condo specialist Corus 
Bank N.A. Stein is optimistic that Corus will 
meet or beat last year’s condominium origination 
volume of $5.4 billion. Through early March, 
its loan originations exceeded $843 million, a 
significant figure, though somewhat behind last 
year’s tally of slightly more than $1 billion for 
the comparable period.

SHIFTING FOCUS
 Some executives say they have noticed a 
cooling trend even in the past several months. 
Clients of Key-Bank Real Estate Capital that 
would likely have sought financing for condo 
conversion or development have now begun 
shifting their attention to multi-family or retail 
development or acquisition instead. “The activ-
ity level is the same or more, but they’re doing it 
in a different market,” explained executive vice 
president E.J. Burke.

 Before making loans for condo conversions 
or new construction, U.S. Bancorp is paying 
careful attention to pre-sales, sales per square 
foot and value to the prospective homeowner, 
Hoesley noted. It is taking even more care in 
Las Vegas, South Florida and Southern Califor-
nia, the markets most frequently cited as being 
on lenders’ watch lists for overbuilding. “Not 
that we couldn’t do a deal (in those markets)—
we just want to make sure our underwriting is ... 
good,” Hoesley explained.
 As he sees it, the potential for overbuilding 
raises the question of whether slippage in prices 
will start to turn investors away from the mar-
ket. Another indication of slight cooling in the 
condo market, coupled with cooling of single-
family home sales, could push investors more 
toward apartments.
 Coinciding with today’s condo cooling trend, 
though, is the commoditization of multi-fam-
ily financing. That serves to keep commercial 
bankers in the squeeze they have become accus-
tomed to during the past several years, accord-
ing to Eugene Godbold, Bank of America N.A. 
president of commercial real estate banking.
 The thinning of margins and continued com-
petition are also of concern to Marc McAndrew, 
senior vice president of portfolio lending at PNC 

Real Estate Finance. 
“We are all trying to be 
as prudent as we can, but 
it’s a common percep-
tion that it’s the lenders 
that keep the market in 
control,” he said. “We 
believe that commer-
cial lenders are as ag-
gressive as anyone and 
should not be viewed as 
governors that control 
capital when things are 
a little bit crazy.”

EXCESS VOLUME
 As McAndrew 
sees it, the volume of 
capital in the market-
place is continuing to 
wave a number of red 
flags that were raised 
a year ago, including 
greater competition, 
spread compression, 
increased leverage and 
a reduction in recourse 
and pre-leasing. “The 
magnitude is just more 
now. Nothing’s hap-
pened (over the past 
year) to slow down all 
the things that we’re 
talking about now.”
 One newer area 
that McAndrew sees 
contributing risk is the 
increased flow of funds 

from 1031 exchanges, which he contends is arti-
ficially inflating the values of assets. “More and 
more of the risk is being shifted to the lender and 
away from the equity because very little equity 
is required to get a deal done,” he said. Those 
aggressive tactics, he warned, could come back 
to bite investors and lenders in the event of a 
sharp rise in interest rates without an accompa-
nying increase in income generated by proper-
ties, with potential for refinancing problems 
down the road.

LACK OF EQUITY
 Developers are also putting too little equity 
into deals, Godbold noted. “We’re seeing much 
more aggressive mezzanine and junior
debt to fill the gap that cash flow today doesn’t 
support,” he said, likewise leaving the property 
at risk for future refinancing problems when 
loans mature.
 In today’s aggressive environment, many 
lenders are demanding less upfront assurance. 
Developers are looking for, and often getting, 
early-bird financing for land and development 
costs, offering letters of intent for leasing rather 
than the leases themselves. “It is not a complete 
abandonment of reason, but it’s still pushing the 
envelope,” said Patricia Kelly, executive vice 
president for LaSalle Bank Corp.’s institutional 
real estate group.
 There is also a continued growth of partner-
ships in which the project sponsor has no equity 
at risk. Joint ventures with institutional part-
ners are now producing an increased need for 
structured solutions, Burke noted. Suppose, for 
example, that a middle-market developer were 
to team up to build a shopping center or other 
project. Typically, that size developer will not 
take full recourse on behalf of its institutional 
capital partner, Burke explained. That situation 
requires a lender to issue a non-recourse con-
struction or bridge loan. Yet KeyBank can issue 
those non-recourse loans at lower leverages in 
order to manage risk. “Slicing up the loan into 
pieces allows us to do that,” Burke said.
 So, for example, if the borrowers sought an 
80 percent loan-to-cost ratio, KeyBank might 
slice the top 15 percent of the loan-65 percent to 
80 percent on the capital stack—and sell it to an 
opportunity fund with a higher yield.
 But bankers are taking steps to limit their 
exposure. “We will exercise caution across the 
board, based upon the size of our existing portfo-
lio bankwide,” said Charlie Culbreath, Wacho-
via Corp.’s managing director for commercial 
real estate finance. He reported, for instance, 
that in recent months his team has been increas-
ingly holding the line on interest-only loans.
 LaSalle Bank will finance developments 
without requiring equity, though it does estab-
lish strict conditions. But concern remains: “If 
everyone ran to build space because they have 
capital that needs to be (invested), it could lead 
to a mismatch of supply and demand,” cautioned 
Kelly.

TREND continued from cover
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 The U.S. isn’t the only place where 
house price appreciation has slowed. 
House prices increased in 20 out of 23 
countries monitored during 2005, ac-
cording to ResearchWorldwide.com, 
a real estate information portal. On 
average, house prices increased 6.7% 
worldwide in 2005, compared to 9.4% 
in 2004, the research group states. The 
worldwide slowdown in price appreci-
ation is proof of a softer landing rather 
than bursting bubbles, the research 
group states.
 Eight countries saw higher price 
increases during 2005 compared to 
2004. These countries were Denmark, 
U.S., Belgium, Finland, Netherlands, 
Singapore, Germany and Japan.
 Once again, South Africa, at 
14.7%, had the highest appreciation 
for 2005. In 2004, it was 32.6%.
Denmark, at 14.3% - almost dou-
bling its house price increases from 
2004’s 7.3% - is in second place, with 
a steady France at 14.2% for 2005 in 
third place. New Zealand, consistent 
at a 13.5% increase for 2005 and for 
2004, is in fourth place followed by 

Spain, the U.S., Sweden, Belgium and 
Norway, with Finland and Ireland in 
joint tenth place.
 Some countries saw large reduc-
tions in house price increases during 
2005. Second place leader in 2004, 
Hong Kong tumbled to 15th place in 
2005 with 5.3% increase. The U.K. 

saw a sizeable fall from 12.7% in 2004 
to 3% in 2005, with Australia also fall-
ing from 8.2% to register 1% in 2005.
 The research outfit expects the 
slowing of momentum to continue dur-
ing 2006. However, certain countries 
had already seen a slight improvement 
in house price increases in late 2005 

and early 2006.
The U.S., the largest market world-
wide, is being keenly watched as ex-
perts predict a slowdown and, in some 
instances, bursting bubbles. In 2004, 
U.S. house prices rose 8.1%. In 2005, 
they rose by 10.5%.
“House price movements are a func-
tion of confidence at an emotive 
level,” ResearchWorldwide states in 
its house price report. “At a level of 
logical reasoning, demand and supply, 
replacement cost, affordability levels 
and interest rates dominate thought 
processes. Markets are moved by 
sentiments, initial emotive reactions 
followed by the more cool heads of 
logical reasoning. Wherever possible 
people will not jettison their largest 
investment and roof over their heads, 
by dumping their homes on the market 
even if emotional sentiment witnesses 
a fall in house prices.”
 In the light of this, the researcher 
believes the slowdown will continue 
this year but predicts house price in-
creases in the 23 countries it monitors 
to average between 2.5% and 5%.

Worldwide House Price Trends
Home prices in many countries have increased over the past
two years.

1. South Africa
2. Denmark
3. France
4. New Zealand
5. Spain
6. U.S.
7. Sweden
8. Belgium
9. Norway
10.Finland
11. Ireland
12. Italy

2005 December
2005 Q3
2005 Q3
2005 December
2005 Q3
2005 December
2005 Q3
2005 Q3
2005 Q4
2005 November
2005 November
2005 Q3
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14.3
14.2
13.5
13.4
10.5
9.5
9.4
8.3
8.2
8.2
7.3

32.6
7.3

14.7
13.5
17.2
8.1
9.8
9.3

10.5
5.8
9.8
9.7

Ranking Latest Data
2005

% Change Over
Previous Year

2004
% Change Over
Previous Year

SOURCE:ResearchWorldWIde.com

APPRECIATION SLOWS WORLDWIDE

 While the nation’s housing market continues to 
cool to levels that are considered solid, normal and 
sustainable, remodeling activity is apparently post-
ing above-average growth as 2006 approaches its 
midpoint.

EXISTING HOME SALES
 The recent rise in existing-home sales, follow-
ing five consecutive months of de-
cline, is a signal that “a stabiliza-
tion” is taking place in the housing 
market, the National Association 
of Realtors said last month. Total 
existing-home sales — including 
single-family, town-homes, con-
dominiums and co-ops — rose 5.2 
percent in February, to a seasonally 
adjusted annual rate of 6.91 million 
units, up from the previous month 
but 0.3 percent below the 6.93-mil-
lion-unit level posted in February 
2005.
 David Lereah, chief economist 
of the Washington, D.C.-based 
NAR, said that while mild weather 
appears to be responsible for some 
of the gain, home sales should “level out” in the 
months ahead. “Higher interest rates had been tap-
ping the breaks, notably in higher-cost housing 
markets, since mortgage interest rates trended up 
last fall, but we’re seeing signs of stabilization in 
the market now with the sales rebound,” Lereah 
said. “Housing is simply returning to a normal 
market, where annual home prices will rise a lit-
tle faster than the overall rate of inflation,” added 
NAR president Thomas Stevens.

REMODELING EXPENDITURES
 The largest year-to-year increase in spending 
for residential remodeling in more than 10 years 
is expected to be recorded in 2006, the Remode-
lors Council of the National Association of Home 
Builders predicted last month.
 “The devastating 2005 hurricanes, combined 
with a rebound in the rental market, are expected 

to spur a historically high increase in spending this 
year, as repair work proceeds in the Gulf states and 
apartment owners renovate properties to maximize 
rental income,” commented Remodelors Council 
chairman Vince Butler. “The massive owner equi-
ty and low refinance rates that fueled recent growth 
will continue to drive strong expansion.”
 The record industry growth being forecast for 
2006 (13.2 percent) is more than double the pace 
of growth in 2005, when remodeling spending 

grew by 5.8 percent — in line with average annual 
growth of 5.3 percent from 1994 to 2004, the Re-
modelors Council said. The previous growth record 
was posted in 2004, when spending jumped 12.2 
percent due to a strong increase in the real estate 
market, the trade association added.

HOUSING STARTS
 Indicators that measure 
housing demand — including 
home sales, mortgage applica-
tions, housing permits and surveys 
of single-family builders — reveal 
that a cooling of the market is un-
derway, the National Association 
of Home Builders said last month. 
However, the chief economist for 
the Washington, D.C.-based trade 
association said that the evolving 
slowdown “is actually a healthy 
development” and should not lead 
to any major contraction in the 
nation’s housing markets. “Last 
year’s record-level of housing 
starts and double-digit price ap-
preciation were unsustainable, 

and encouraged many investors and speculators to 
enter the market,” David Seiders observed. “With 
demand slowing, we expect to see price apprecia-
tion also falling back into the single-digit range, 
and that will discourage short-term speculators 
from jumping into the market. Seiders also noted 
the NAHB anticipates “another solid year” for 
housing in 2006, with new-home construction and 
new home sales down about 7 to 8 percent from 
last year’s all-time highs.

HOUSING BACK TO NORMAL LEVELS
HOME BUILDING SLOWS AND REMODELING STAYS STRONG
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tive on the data points, governing algorithms, and 
geographic variables that cornprise real estate valu-
ation. Investors have a sophisticated understanding 
of these products and take their characteristics into 
account when determining the ideal AVM or combi-
nation of AVMs to arrive at the most accurate value 
possible.
 Investors also engage in ongoing discovery and 
adjustment. Solid investors test all available AVMs 
and measure their performance in each state, county 
and ZIP code, depending on the scope of the analy-
sis. Risk departments summarize the accuracy of the 
valuation tools based on internal criteria set up for 
testing.
 The bottom line is that investors are compelled 
to measure risk when it comes to collateral valua-
tion. Whether analyzing appraisals or AVMs, they 
have to measure the risk involved in the valuation 
method for a specific loan.
 Investors can also learn about AVM perfor-
mance from real world data generated as correspon-

dents interact with and order the valuation reports. 
AVM platforms can aggregate returned data, includ-
ing property information that the investor can use to 
test their performance. Whereas an investor might 
have been doing performance-based tests every six 
months or so in the past, when their correspondents 
access an automated platform, it is possible to cap-
ture all the data and compile reports for investors. 
That will allow them to know where their correspon-
dents are running AVMs.
 For example, Correspondent A orders 50 AVMs 
for 50 different properties in California, Washing-
ton and Arizona. That’s important information for 
the investor to know because they can track where 
Correspondent A is doing business and how well the 
AVMs are working for that correspondent.
 The investor can then use those reports to vali-
date what the correspondent is saying and perform 
a different test, with perhaps a different AVM. The 
investor benefits because their correspondents are 
using a single system to capture data and generate 

reports for statistical analysis of the valuations and 
their performance in each state or county.

AUTOMATED MANAGEMENT
 Clearly, correspondents want to be compli-
ant with investor underwriting guidelines in order 
to keep their cash and loan pipelines flowing. Any 
AVM platform can deliver one or more investor-
approved AVMs. For the correspondent that needs 
to manage a more complex network of investors’ 
underwriting guidelines at high-volume production 
levels, however, a platform provider that can ensure 
correct set-up to access and order appropriate AVMs 
is a game-changing upgrade over
earlier platforms.
 Further, when tracked in aggregate, AVM orders 
provide valuable organizational insight that can im-
prove efficiency and result in cost reductions.
 The best platform continually updates itself 
through accumulation of real world results that are 
constantly challenging the system’s performance. 
Everybody benefits from having a centralized re-
source and a single data repository.
 Next generation AVM platforms offer far greater 
functionality than previous cascading AVM ordering 
solutions, taking valuation compliance and valuation 
management compliance to a new level of process 
innovation, performance improvement and business 
intelligence. Advanced platforms allow administra-
tive rules to govern what AVMs can be ordered for 
particular loans destined for particular investors. 
Through real-time administrative alerts and report-
ing features, full-service platforms are proving to be 
valuable multifaceted tools.
 In addition to the benefits correspondent lenders 
realize from automating AVM selection criteria on 
next generation platforms, investors benefit because 
they can verify, for auditing and quality control, any 
of the AVMs their correspondents use. Investors can 
simply reference the original report generated for a 
specific property for quality control.
 When AVM use is controlled by account admin-
istrators within the correspondent’s account and is 
automated via a platform, it is possible to reduce or 
eliminate waste, redundancies and employee fraud. 
For example, an investor accepts four AVMs in Cal-
ifornia. Correspondents want to know if their origi-
nators are overusing those AVMs in that space.
 An account administrator controlling AVM use 
decides that, out of those four models approved in 
that state, users are to have access to one. In addi-
tion, parameters can be set based on those who pay 
for that use.
 The interdependence of investors and correspon-
dent lenders is nowhere more evident than in col-
lateral valuation via approved AVMs. Correspon-
dents have a vested interest both in presenting fully 
compliant loan packages to investors and profitably 
managing AVM ordering process within their orga-
nizations.
 Correspondents that order AVMs from a next 
generation platform provider are exposed to a new 
level of performance and efficiency that enables 
them to achieve valuation compliance in even the 
face of the most complex underwriting commit-
ments.
 Arturo Garcia is executive vice president of 
PLATINUMdata Solutions, where he maintains dai-
ly operations and oversees personnel. He was pre-
viously director of special accounts and played an 
integral role in the development of the company’s 
cascading AVM platform.

AVM continued from cover
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hand rubbed, highly polished American Walnut and a silverline plate. Your name 
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MEMBERSHIP SEAL
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For discounts through the National Association of Real Estate Appraisers, simply refer to NAREA.
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 LAST NOVEMBER, THE TEXAS SUPREME Court ruled that the 
state’s local property tax system, which pays for about 6o percent of the 
bill to operate its public schools, amounts to an unconstitutional statewide 
property tax. It gave the legislature a deadline of June 1 to agree to a new 
funding scheme.
 The state’s 1,031 school districts are allowed to tax up to $1.50 per $100 
of property valuation to generate the local share of their funding. About half 
of the districts are at the cap, with many more just pennies away. The high 
court agreed with a lower court that because many districts must tax at the 
$1.50 limit to meet state education requirements, the system is unconsti-
tutional “because the state leaves districts no meaningful discretion to tax 
below maximum rates.”
 The problem is not easily fixed; the court’s justices agreed that the pub-
lic school finance system is structurally flawed. In the majority opinion, 

Justice Nathan Hecht wrote, “Pouring more money into the system may 
forestall ... challenges, but only for a time. They will repeat until the system 
is overhauled.”
 The state’s lawmakers have attempted, but failed, to fix the broken sys-
tem during regular and special sessions. Following the court’s decision, Gov. 
Rick Perry appointed a tax reform commission to make recommendations 
to the legislature prior to another special session, which is likely to convene 
in the early spring. Many legislators favor reducing the state’s reliance on 
property taxes. State Rep. Chuck Hopson thinks that can be accomplished 
by raising cigarette, corporate, and sales taxes. Though bills he has spon-
sored to that effect in the past have been voted down, he’s optimistic the 
legislature will succeed by June 1. “I don’t want to be a part of a legislative 
body shutting the schools down,” he says.

STRUCK DOWN
TEXAS’ HIGH COURT RULES AGAINST THE STATE’S USE OF PROPERTY TAXES TO FUND EDUCATION

eight feet, and extending out to the out-
side rail (exterior wall). A Federal Court 
order in late 1989 forbids any HUD cer-
tified home from being installed without 
its chassis without individual approval 
by HUD. Since that court order, there 
has not been a home approved by HUD 
in the State of Maine for installation 
with the chassis removed. I might point 
out that the chassis does not include the 
hitch or wheels.
 May I describe how you identify the 
differences when you are inspecting the 
home for your data sheet? As previously 
mentioned, all HUD mobile homes are 
required to have a red and silver seal. On 
a single-wide home the seal is located 
on the rear of the home approximately 
where a license plate may appear. On 
the double-wide home, once the home 
has been installed, each unit has one 
seal installed on the front and one on the 
back of the home. They are not placed 
on the transporting end of the home 
because the siding on the transporting 
end is installed at the site. Additionally, 
all mobile homes are required to have 
a data sheet installed within the home. 
On the more expensive homes they are 
placed, if it has one, on the inside of the 
wood door to the electrical panel box. 
If not located there, they are found in 
the master closet, or a kitchen cabinet, 
or sometimes in the closets where the 
washer and dryer are located. The data 
sheets give information as to the date of 
manufacture, roof load, appliances that 
came with the home, etc. You may no-
tice I refer to multi-unit mobile homes 
as a double-wide. This is very common 
in the industry and if a home owner de-
scribes the home as a double-wide, it 
should be presumed to be a multi-wide 
mobile home until identified otherwise.
 Modular homes built prior to 1973 
cannot be verified because there was no 
requirement for a seal. Modular homes 
produced since 1973 will have a State 
of Maine Seal of Approval and this seal 
is usually found under the kitchen sink. 
If not under the kitchen sink, they are 
found in a kitchen cabinet. This was the 
approximate date that the Maine State 
Housing Authority approved modular 
homes for sale in the State. In late 1977, 
the program was transferred to the Man-
ufactured Housing Board.

MOBILE continued from page 8
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The following individuals have recently applied and been accepted for professional membership.

WELCOME NEW MEMBERS

Kathleen Wilburth 
CREA
Burlington, Wisconsin 

Gustavo Alfaro  
CREA
Carmichael, California 

John Masis  
CREA
Hayward, California 

Reginald Ferguson 
CREA
Hawthorne, California 

Mileibi De Alvarez  
CREA
West Jordan, Utah 

Daryl Maxinoski 
CREA
Laguna Niguel, California 

Marcus Watkins 
CREA
Lemoore, California 

Vaughn Kearbey  
CREA
Oroville, California

George Moore  
CREA
Gardnerville, Nevada 

Darla Zinani  
CREA
Stockton, California 

Tommy Sifwentes
CREA
Fontana, California 

Barbara Johnson  
CREA
Inglewood, California 

Kenneth Spliethof  
CREA
Burke, Virginia 

Victor Spachuk 
CREA
West Hollywood, California 

Bridget  Mais 
CREA 
Port St Lucie, California 

Derrick  Buckholz 
CREA
Fargo, North Dakota 

Augustin Bams  
CREA 
Colton, California 

Zina Chilmark 
CREA
Atascadero, California 

Keith Gordon 
CREA
Mission Viejo, California 

Michael Doran  
CREA
Bakersfield, California 

Raul Marin  
CREA
San Jose, California 

Chad Smith
CREA

 

Judson Samet  
CREA
Burbank, California 

Cheryl Schon  
CREA
Durango, Colorado 

Ronald  Jones  
CREA
Moreno Valley, California 

Shannon Wesetberg  
CREA
San Ramo, California 

Mathew Benak 
CREA 
Riverbank, California 

Katheen Spradlin  
CREA
Long Beach, California 

Christine Peterson  
CREA
Oakdale, California 

Andy Gamboa  
CREA
Romona, California 

Jennifer Keyser  
CREA
Littleton, Colorado 

Jathan Good  
CREA
Mission Hills, California 

Stanley  Smith  
CREA
Carlsbad, California

Maria Sims  
CREA
Washington, DC 

Michaela Vogeler  
CREA
Redomdo Beach, California 

Natalie  Gould  
CREA
Seal Beach, California 

Maureen Tighe  
CREA
Long Beach, California 

Bradley Love  
CREA
Loveland, Colorado 

Rafael Chavez Arroyos 
CREA
Pittsburgh, California 

Terry Leib  
CREA
Modesto, California 

Bill Powers  
CREA
Livermore, California 

Richard Garcia 
CREA
Napa, California 

James Howell  
CREA
Glen Allen, Virginia 

Gary Rockwood 
CREA 
Chagrin Falls, Ohio 

Aki Porter  
CREA
Long Beach, California

 In its new 
n o n c a s h 
chari table 
c o n t r i b u -
tions form 
( F o r m 
8283), the 
I n t e r n a l 
R e v e n u e 
Service out-
lines who 
must get an 
appraisa l , 
what con-
stitutes a 

qualified appraiser and when fair market value 
(FMV) can be used, both in general and in re-
gard to conservation easements in particular.

 The new form states that the fair market val-
ue of an easement cannot be calculated by tak-
ing a percentage of the underlying property, but 
rather comparables should be sought. If compa-
rables are unavailable, the four allows for the 
before-and-after method to be used. If the value 
is more than $5,000, an appraisal is generally re 
quired.
 The appraisal must include the method of 
valuation and the specific basis for the valua-
tion, such as specific comparable transactions, 
if available. In addition, the new wording dis-
allows con servation deductions “if the dona-
tion has no material effect on the real proper-
ty’s FMV, or enhances rather than reduces its 
FMV.” One such instance clearly spelled out is 
“if the property’s use is already restricted, such 
as by zon ing or other law or contract, and the 

do nation does not further restrict how the prop-
erty can be used.”
 As to who constitutes a qualified appraiser, 
the IRS requires the appraiser to fill out Section 
III of the Form and the department has listed 
who does not constitute a qualified appraiser in 
a Declarations of Appraiser section of the Code. 
Such persons include someone to whom the do-
nor has relayed information that would cause 
a reasonable person to expect the appraiser to 
overstate the value of the property. For exam-
ple, “an agreement between (the donor) and the 
appraiser about the property value when (the 
donor) know(s) that the appraised amount ex-
ceeds the actual FMV.”
 A copy of the form is available at 
www.irs.gov/nub/irs-ndf/f8283.ndf. 

IRS PUBLISHES NEW NONCASH CONTRIBUTIONS FORM
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CREA - CERTIFIED REAL ESTATE APPRAISER*
 Requirements:  *For state licensed or certified Appraisers only 
 A. Applicant must be one of the following:
  1. State licensed real property appraiser (or its equivalent)
  2. State certified residential real property appraiser (or its equivalent)
  3. State certified general real property appraiser (or its equivalent) 
  and must provide a copy of applicant’s state license or certificate with application.
 B. Applicant must submit an membership application.
 C. Applicant must submit membership dues of $225.00 with application. 
  Annual dues are billed June 1 and may be prorated. 

CCRA - CERTIFIED COMMERCIAL REAL ESTATE APPRAISER
 Requirements:
 A. Applicant must be a state certified general real property appraiser (or its equivalent)
  and must provide a copy of applicant’s certificate with application.
 B. Applicant must submit an application.
 C. Applicant must submit membership dues of $245.00 with application.
  Annual dues are billed February 1 and may be prorated. 

CVC - CERTIFIED VALUATION CONSULTANT 
 A. Applicant must a minimum of one (1) year of Real Estate experience. 
 B. Applicant must submit an “Application Form”. 
 C. Applicant must submit membership dues of $225.00 with application. 

CREA, CCRA - DUAL DESIGNATION
 Requirements:
 A. Applicant must be a state certified general real property appraiser (or its equivalent) 
  and must provide a copy of applicant’s certificate with application.
 B. Applicant must submit an application.
 C. Applicant must submit membership dues of $295.00  with application. 
  Annual dues are billed February 1 and may be prorated.

RPM - REGISTERED PROFESSIONAL MEMBER*
Requirements: *For the Professional with over (1) year of Real Estate experience 
 (non state licensed or certified Appraisers)
A. Applicant must possess a minimum of one (1) year of Real Estate experience.
B. Applicant must submit an application.
C. Applicant must submit membership dues of $155.00 with application. 
 Annual dues are billed October 1 and may be prorated.

AFFILIATE MEMBER*
Requirements: *For individuals interested in Appraising 
 (non state licensed or certified Appraisers)
A. Applicant has an interest in Appraising or related Real Estate or Finance areas.
B. Applicant must submit an application.
C. Applicant must submit membership dues of $155.00 with application. 
 Annual dues are billed June 1 and may be prorated. 

 A brief resume must be included with this application. It must contain your employment experience 
for the last five years, your education (including Appraisal Courses and Seminars within the 
last five years), and a listing of other Professional Associations with which you are affiliated. 

I am applying for the following designations:

CREA - Certified Real Estate Appraiser .......... $225.00

CCRA- Certified Commercial R.E. Appraiser . $245.00

CVC- Certified Valuation Consultant .............. $225.00

CREA, CCRA - Dual Designation .................. $295.00

RPM - Registered Professional Member .......... $155.00

AFFILIATE MEMBER  ................................ $155.00

Name  __________________________________________________________

Title  ___________________________________________________________

Company  _______________________________________________________

Address  ________________________________________________________

City  __________________________ State  _______ Zip  ________________

Residence Address  ________________________________________________

City  __________________________ State  _______ Zip   ________________

E-Mail  _________________________________________________________

Phone  _________________________ Fax  ____________________________

I do hereby apply for membership with the National As-
sociation of Real Estate Appraisers.  I certify, under oath, 
that all questions have been answered honestly to the best 
of my knowledge and ability. If approved, I shall abide by 
the Association’s professional Code of Ethics and Uniform 
Standards or Professional Appraisal Practice (USPAP).
Signature _______________________________  Date  ______________

MEMBERSHIP
APPLICATION

Charge Amount ___________ Date ___________

Card Number _____________________________

Signature ________________________________

FOR CREDIT CARD CHARGES Visa

Discover

MasterCard

American Express

Expires ________

Mail application with check or payment information to: 
NATIONAL ASSOCIATION OF
REAL ESTATE APPRAISERS
P.O. Box 879  
Palm Springs, California 92263 USA




