

You Only have to Make 700 +/- Decisions in the Next Six Hours
by Diana Jacobs 
It’s a curious time in which the appraiser finds themselves practicing.  

There is greater oversight with demands for shorter turnaround time. There are appraisal management companies (AMCs) that shop the appraiser’s turnaround time and price.  

There are software companies that download data the appraiser enters with graphs, market conditions analysis, regression analysis and a wide variety of maps and pictures, which makes it appear as though the appraiser has chartered a plane, shot an aerial view, contacted governmental agencies and obtained tax information, flood information, environmental information, a soils survey, zoning and of course, provided a complete breakdown of the current Multiple Listing Data.  

All of this information is at the very finger tips appraisers, who are being encouraged to consider, in the future, having someone else do their inspection while they work with the data from their desktop.  The trend among users and providers is to have the appraiser focus on their “critical thinking” time.  So just how much time is involved in an appraisal and how many decisions does an appraiser have to make?

Using the form 1004 residential form (most widely used form for a large majority of lending practice) the appraiser has numerous decisions to make in roughly six to eight hours.
It breaks down like this:

Page 1…206 decisions (134 without the condition and individual blocks of choice)
Page 2…205 decisions (potential blanks to be completed)
Page 3…41 decisions (narrative blanks for the possible additional comments) 
1004MC…71 decisions/blanks to complete
Total…523 possible decisions (451 without condition of materials and blocks of choice)

All of these decisions are without directions on what the appraiser must do when inspecting the neighborhood and the subject and the comparative transactions or the Limiting Conditions or the 25 Ethical Obligations of the Signed Certification Page, which at a minimum, has to have an additional item #26 for the history of service disclosure.  

Keep in mind, you have to plan your inspection and never leave a neighborhood the same way you came in.  Why?  Because you stated you inspected the neighborhood: how did you do that if you didn’t drive all of the streets or charter a plane to fly over to ensure everything is the same or similar in terms of maintenance, condition, and general conditions that create and affect the value?
What’s the running total? 523 decisions on the form. Twenty-six (26)  Ethical Obligations to promise and be held legally accountable for by up to 30 years in prison and a fine of up to $1 million, according to Title 18 U.S. Code Section 1001 or similar state laws.

Whew! Now it’s time, of course, to consider the remaining decisions;

· 3 Directives of USPAP SR 2-1
· 12 Directives of the Written Report in SR 2-2 (a) of the 2014-2015 USPAP Appraisal Report

· 10 Directives of SR 2-3 but we aren’t going to count those 10 as they are part of the 26 on the Supplemented Form.
There are four USPAP Rules and each has very specific decisions and directives which appraisers are required to prove they have taken into consideration and/or performed.  The Ethics Rule has three subsections; the Record Keeping Rule includes nine items of musts. The Competency Rule has three directives on being competent; three directives on acquiring competency and three directives on what to do if you discover you’re not competent.  The Scope of Work and Jurisdictional Exception rules both have multiple directives of exhortations and prohibitions (do’s and must not do’s).

We’re not through yet.  Mortgage lending comes with a host of additional decisions which result in approximately 130 pages of assignment conditions of which about 40 pages relate to the residential appraisal report form and each page adds its own specific directive on the additional requirement of performing and reporting an appraisal in the secondary market.  There are easily 100-200 additional considerations that must be made under those assignment conditions.  

Oh, lest we forget, 67 of those fields of the 1004 form must be UAD compliant.

784 Decisions to Make, 784 Decisions
My count, and it doesn’t break down the multiple directives of the assignment conditions or specifics of the Statements of USPAP or the Scope of Work Rule, etc., is 784 decisions for the appraiser in every residential assignment.

Don’t get me wrong, I’m all for maintaining quality management and quality control over this most serious issue of performing an appraisal assignment. When an appraiser makes a mistake they should be grateful for the opportunity to correct the error.  In the event the error was discovered after the fact, the appraiser needs to accept accountability.  

Often the appraiser, in an effort to get the job done in time, will fail to keep the appropriate documentation in their workfile.  It’s not always about the intentional act of trying to withhold or mislead.  It’s simply a time issue for the appraiser.  In the appraiser’s mind if it’s available through Internet research why does it have to be printed out when it can be retrieved if needed?  Of course, that has proven to be the Achilles Heel of many state-disciplined appraisers as the workfile is the evidence needed to prove compliance with all of the regulations in those many decisions that have to be made during an assignment.

Now, may I ask you this question?  Is the appraiser really getting the respect, support and monetary remuneration for the service they provide?  Isn’t it time for the users of the appraisal services to recognize the work that goes into the appraisal product?  Shouldn’t the users of appraisal services and the regulators of appraisers recognize the obvious potential for errors when so many decisions have to be made in such a short amount of time?  Isn’t that what our forefathers thought when they stated in the development rule of SR 1-1 (c) “Perfection is impossible to attain, and competence does not require perfection”?
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Upcoming Webinars:
February 13th: There’s WHAT in Your Workfile? - Presented by Tim Andersen, MAI, M.Sc., CDEI
New rules are leaving appraisers more exposed than ever to legal and regulatory complaints. Get an expert’s insight into how to bulletproof your workfile from clients, your state appraisal board and others.

March 11th: Fannie Mae’s New Appraisal Quality Monitor (AQM) – Impact on Appraisers - Presented by Richard Hagar, SRA
This webinar is designed to keep appraisers trouble free. It describes the new AQM process and what to expect from Fannie Mae (FNMA).
We’re always listening: Send your story submission/idea to the Editor: dbrauner@orep.org.
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