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The expertise of appraisersis called into action when alender has a borrower who has become
delinquent on aloan and must foreclose on the property. When the home is taken back by the
lender, through the forecl osure process, the lender now has a non-performing asset; “ Real Estate
Owned”.

Appraisers are contracted to perform avital function in the liquidation process. They areto
provide an accurate valuation of the property in atimely manner to minimize the loss to the lender.
HUD defines the purpose of the REO appraisal: To provide the “as is value of the foreclosed
property for marketing and bidding purposes.

When preparing an REO appraisal, the appraiser completes afield inspection of the subject
property. Most of the time REO properties will be vacant, with utilities turned off, and will have
some degree of deferred maintenance or required repairs in order to make the property marketable.
It isthe appraiser’ s responsibility to be knowledgeable of that specific market to know what
repairs will be necessary.

After the dwelling has been viewed and market data has been analyzed, the appraiser will
recommend repairsin order to make the property marketable and sell within a short period of time.
These recommended repairs will be defined and a cost to cure such items will be estimated. These
estimates are typically the appraiser’ s best opinion of arepair cost. For actual costs, the lender or
REALTOR may consult a contractor. When the mechanical systems cannot be tested, due to the
utilities being shut off, inspections/certifications are typically recommended.

The appraisal will contain an “asis’ value estimated under typical market exposures, generally 90-
120 days. Many lenders request a“quick sale” value aswell. Thisincorporates a client imposed
market exposure. The quick sale valueistypically lower to quickly attract a buyer.

The other analysis the appraiser must completeisan “asrepaired” value. Thistakesinto
consideration the hypothetical condition that the recommended repairs have been completed. This
“asrepaired” value may also be reflective of aclient imposed maximum market exposure.

The REO appraisal contains valuable information about the subject and its market for the lender to
analyze in order to determine the best marketing strategy for that property.

Freguently Asked Questions

Q: Why are utility inspections/cer tifications recommended?

A: When utilities are not active, the appraiser cannot verify the true condition of the mechanical
systems. Without verification, the significant assumption is made that they are functional. If
inspection reveals a defect, this could impact the valuation or the marketing strategy.

If you have a question you'd like to ask, please email Forsythel nfo@ForsytheA ppraisals.com

The Forsythe Flash is Complimentary. For comments, questions or if you would like to Unsubscribe please send an E-mail to
Forsythel nfo@ForsytheA ppraisals.com.
Copyright © 2004 Forsythe Appraisals, LLC. All rights reserved.

January 20th, 2005

M ortgage Rates
Asof January 20

30 Year Fixed: 5.67%
15 Year Fixed: 5.15%
1- year ARM: 4.11%

Used with permission by
FreddieMac

Forsythe
Appraisals, LLC

Quality residential
appraisals.

Fast turnaround.
Legendary
customer service.

To find a branch near
you, please visit:
For sytheAppraisals.com

Forsythe Appraisals
serves an area near you!

Boston, MA

Chicago, IL
Cleveland, OH
Colorado Springs, CO
Colorado Mountain Branch
Columbus, OH
Dallas, TX

Denver, CO

Detroit, M1

Duluth, MN
Indianapolis, IN
LasVegas, NV
Milwaukee, WI
Phoenix, AZ
Providence, RI
Rochester, MN

Saint Cloud, MN
Seattle, WA

Southern Minnesota Branch
Spokane, WA

Twin Cities, MN

Houston, TX — Feb. 2005



