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Introduction

This study analyzes the appraisal fees from non-Appraisal Management Companies (AMCs) paid
by lenders to appraisers in the State of Nevada. Freddie Mac, the Federal Housing Finance
Agency (FHFA), and the New York State attorney general jointly issued the Home Valuation
Code of Conduct (HVCC) in May 2009 to increase the independence and accuracy in the
appraisal process, including the procurement of appraisals. The implementation of HVCC
caused a significant increase in AMCs. As lender reliance on AMCs grew, the perception
emerged that the compensation received by appraisers diminished along with the quality of the
appraisals. This concern about appraisal quality because of diminished fees led to the
“customary and reasonable” appraisal fee language in the Dodd-Frank Wall Street Reform and
Consumer Protection Act of 2010 (Dodd-Frank Act). This act also granted rulemaking authority
under the Truth in Lending Act (TILA) to the Consumer Financial Protection Bureau (CFPB).

In June 2013, the CFPB released a document titled CFPB Consumer Laws and
Regulations, Truth in Lending Act. The part of the document referencing appraisal fees states:

“The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010

(Dodd-Frank Act) amended the TILA to include several provisions that protect the

integrity of the appraisal process when a consumer’s home is securing the loan.

The rule also requires that appraisers receive customary and reasonable

payments for their services. The appraiser and loan originator compensation

requirements had a mandatory compliance date of April 6, 2011.”

These regulations are codified in the Code of Federal Regulations (CFR), Title 12,

Chapter X, Part 1026, Subpart E, Section 1026.42 Valuation Independence, subsection (f)



Customary and Reasonable Compensation. Paragraphs (1) and (3) form the motivation of this
study.
“(1) Requirement to provide customary and reasonable compensation to fee
appraisers. In any covered transaction, the creditor and its agents shall
compensate a fee appraiser for performing appraisal services at a rate that is
customary and reasonable for comparable appraisal services performed in the
geographic market of the property being appraised. For purposes of paragraph
(f) of this section, ‘agents’ of the creditor do not include any fee appraiser as

defined in paragraph (f)(4)(i) of this section.

(3) Alternative presumption of compliance. A creditor and its agents shall be
presumed to comply with paragraph (f)(1) of this section if the creditor or its
agents determine the amount of compensation paid to the fee appraiser by
relying on information about rates that:

(i) Is based on objective third-party information, including fee schedules,
studies, and surveys prepared by independent third parties such as government
agencies, academic institutions, and private research firms;

(i) Is based on recent rates paid to a representative sample of providers of
appraisal services in the geographic market of the property being appraised or
the fee schedules of those providers; and

(i) In the case of information based on fee schedules, studies, and surveys,

such fee schedules, studies, or surveys, or the information derived therefrom,



excludes compensation paid to fee appraisers for appraisals ordered by appraisal
management companies, as defined in paragraph (f)(4)(iii) of this section.*
Methodology and Data

We implemented an online survey to document “customary and reasonable” residential
appraisal fees in the State of Nevada in 2015." We surveyed banks and mortgage lenders to
account for residential appraisal fees paid, per federal regulations as codified in Title 12,
Chapter X, Part 1026, Subpart E, Section 1026.42 Valuation Independence, subsection (f)
Customary and Reasonable Compensation Paragraph (3) of the Code of Federal Regulations
(CFR). Our analysis also excluded fees paid to appraisers for appraisals ordered from appraisal
management companies (AMCs). The Nevada Bankers Association, the Nevada Division of
Mortgage Lending, and the Nevada Financial Institutions Division provided avenues for locating
the lenders that participated in our survey.

We used the survey instrument, attached as Appendix A, to collect information on
residential appraisal fees separated by appraisal type, location, and urbanicity from lenders. We
asked lenders to provide typical appraisal fees on five appraisal types, in urban, suburban, and
rural areas located in 19 counties in the State of Nevada.

The appraisal types include Form 1004 (Full appraisal), Form 1004 FHA (Full appraisal for
FHA), Form 1025 (Small residential income property appraisal: 1-4 units), Form 1073 (Individual
condominium unit appraisal), and Form 2055 (Exterior-only inspection appraisal).

The geographic areas were delineated based on counties in Nevada. The geographic

' The survey questions were similar to those used in the Louisiana Residential Real Estate Appraisal Fees: 2012, the
Utah Residential Real Estate Appraisal Fee Study: 2013, and the Georgia Appraisal Fee Study 2014. We
acknowledge these prior studies as they positively influenced this study.



areas are identified as follows: Carson City (1), Churchill (2), Clark (3), Douglas (4), Elko (5),
Esmeralda (6), Eureka (7), Humboldt (8), Lander (9), Lincoln (10), Lyon (11), Mineral (12), Nye

(13), Pershing (14), Storey (15), Washoe (16), and White Pine (17).

Survey Software

We employed an online survey management system, Qualtrics, to host the surveys used in this
study. In support of the study and to increase survey participation, three invitation e-mails with
a link to the Qualtrics survey of lenders were distributed. To increase lender participation, the
Nevada Division of Mortgage Lending, the Nevada Financial Institutions Division, and the
Nevada Bankers Association distributed the three invitation emails, with lender survey link, to
lenders. The Division of Mortgage Lending sent the e-mail to 1027 lenders, the Financial
Institutions Division sent the invitation to 22 lenders, and the Nevada Bankers Association sent
the invitation to 32 lenders. The surveys began in late August 2016 and closed in early

September 2016.
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Results and Findings

Table 1 and Figure 1 summarize the typical appraisal fees paid directly to appraisers from non-
AMC clients for urban, suburban, and rural areas.

Table 1: Typical appraisal fees paid directly to appraisers from non-AMC Clients

Form Location Overall Median Minimum Median Maximum Median
1004 Urban 450 437.5 475
1004 Suburban 450 437.5 487.5
1004 Rural 462.5 450 487.5
1004 FHA Urban 487.5 450 525
1004 FHA Suburban 487.5 450 550
1004 FHA Rural 512.5 450 525
1025 Urban 550 525 562.5
1025 Suburban 550 500 550
1025 Rural 575 450 575
1073 Urban 437.5 412.5 475
1073 Suburban 437.5 425 475
1073 Rural 475 450 475
2055 Urban 375 3125 387.5
2055 Suburban 375 362.5 375
2055 Rural 375 362.5 375
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Figure 1: Typical appraisal fees paid directly to appraisers from non-AMC Clients
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The typical residential appraisal fee for a Form 1004 — Full Appraisal in an Urban Area had the

regional median fall between $437.5 and $475.0 with an overall median of $450.0 in 2015. For

a property in a suburban location, the regional median of typical residential appraisal fee for a

Form 1004 fell between $437.5 and $487.5 with an overall median of $450.0, and a rural

location saw a range of $450.0 to $487.5 with an overall median of $462.5

The typical residential appraisal fee for a Form 1004 FHA — Full Appraisal for FHA in an Urban

Area had the regional median fall between $450.0 and $525.0 with an overall median of $487.5

in 2015. For a property in a suburban location, the regional median of typical residential

appraisal fee for a Form 1004 FHA fell between $450.0 and $550.0 with an overall median of

$487.5, and a rural location saw a range of $450.0 to $525.0 with an overall median of $512.5.
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The typical residential appraisal fee for a Form 1025 — Small Residential Income Property: 1-4
Units in an Urban Area had the regional median fall between $525.0 and $562.5 with an overall
median of $550.0 in 2015. For a property in a suburban location, the regional median of typical
residential appraisal fee for a Form 1025 fell between $500.0 and $550.0 with an overall
median of $550.0, and a rural location saw a range of $450.0 to $575.0 with an overall median
of $575.0.

The typical residential appraisal fee for a Form 1073 — Individual Condominium Unit Appraisal in
an Urban Area had the regional median fall between $412.5 and $475.0 with an overall median
of $437.5 in 2015. For a property in a suburban location, the regional median of typical
residential appraisal fee for a Form 1073 fell between $425.0 and $475.0 with an overall
median of $437.5, and a rural location saw a range of $450.0 to $475.0 with an overall median
of $475.0.

The typical residential appraisal fee for a Form 2055 — Exterior-Only Inspection Appraisal in an
Urban Area had the regional median fall between $312.5 and $387.5 with an overall median of
$375.0 in 2015. For a property in a suburban location, the regional median of typical residential
appraisal fee for a Form 2055 fell between $362.5 and $375.0 with an overall median of $375.0,
and a rural location saw a range of $362.5 to $375.0 with an overall median of $375.0.

The majority of respondents (75 percent) reported that their companies pay an additional fee
for appraisals of complex, unique, or very expensive properties.

Approximately 77 percent indicated that additional fees exist for appraisals in remote or distant
locations. The typical fee increase is mainly determined by appraisers and ranges from S0 to

$150.0. The most common fee falls between $75.0 and $150.0.
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e The majority of respondents (80.7 percent) reported that appraiser education/experience does
not affect their appraisal price.

e Appraiser designation can alter the appraisal fee for 19.2 percent of respondents. These lenders
prefer to appoint a designated appraiser and pay him/her higher fees. Another 19.2 percent of

lenders said that they prefer designated appraisers, but this does not affect the appraisal price.
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Figure 2: Form 1004, Comparison of Individual Median County Price to the Overall Median
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Figure 3: Form 1004 FHA, Comparison of Individual Median County Price to the Overall Median
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Figure 4: Form 1025, Comparison of Individual Median County Price to the Overall Median
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Figure 5: Form 1073, Comparison of Individual Median County Price to the Overall Median
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Figure 6: Form 2055, Comparison of Individual Median County Price to the Overall Median

Note: Red = Urban, Yellow = Suburban, and Blue = Rural
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