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June 12, 2008 

Dear Fellow Member: 

During my term as your President, I have sent you periodic updates on a variety of issues impacting the 
appraisal profession and the Appraisal Institute.  This update will address technology and other forces 
impacting the residential appraisal field, including property databases, AI Ready, FNC, automated valuation 
models ("AVM"), Appraisal Institute residential report forms ("AI Reports"),  the Home Valuation Code of 
Conduct ("HVCC"), the Cuomo/Fannie Mae/ Freddie Mac Agreement, and Appraisal Management Companies 
(AMCs). 

APPRAISAL INSTITUTE RESIDENTIAL DATABASE and FNC  
Approximately 10 years ago, the Appraisal Institute Board of Directors foresaw the advance of technology in 
the appraisal field, the oncoming standardization of data formats, and the potential development of databases 
relating to real estate.  Given the strategic opportunity of these developments, the Board decided that it would 
be best to have an appraisers' database rather than databases developed by others.  The thinking was that 
appraisers would "control" the data they contributed to the databases and would profit from their choice to sell 
that data.  The Board also decided that it would be most beneficial for the Appraisal Institute to be the leader 
in establishing appraisal data standards rather than have others impose their own standards on appraisers.  In 
other words, the Board wanted the Appraisal Institute to be the leader among inevitable forc es tha t would 
bring benefit to appraisers and the public, instead of ceding leadership to others who might not have the 
appraisers' and public's best interests in mind. 

The result was the creation of the Appraisal Institute Residential Database (AIRD) and the AI Ready 
residential appraisal data standard.  AIRD was established through a joint venture agreement between the 
Appraisal Institute and FNC.  The Appraisal Institute made a minority interest capital investment in the joint 
venture and licensed some of its trademarks, including AI Ready, to AIRD for use in connection with the 
residential database.  In 2002, FNC expressed an interest in purchasing the Appraisal Institute's minority 
interest in AIRD.  As part of this sale, the Appraisal Institute received an option to purchase shares in FNC 
should FNC go public, be sold or be merged into another entity.  The Appraisal Institute also received royalty 
payments from FNC for the use of the licensed trademarks in an amount that allowed the Appraisal Institute to 
recover its original capital investment.  

The Appraisal Institute currently has no ownership interest in FNC and receives no royalties or profits 
from FNC.  The Appraisal Institute simply owns stock options that could be converted into cash if and when 
FNC goes public, is sold or merged into another entity.  The aforementioned license agreement runs through 
2012.   

While the AI Residential Database no longer exists, the AI Ready Standard continues to this day.  This 
appraisal data standard, developed largely by Appraisal Institute residential members for the benefit of 
appraisers, is fast becoming the pre-eminent appraisal data standard in the field, helping to ensure a 
consistent, high quality standard for appraisers to use and bringing brand recognition to the Appraisal Institute 
and its members.  A multitude of residential software vendors whose software is compliant with the AI Ready 
Standard use the licensed AI Ready logo.  

Unfortunately, the market recently has been flooded with misinformation about AI Ready, with some coming 
from parties who have financial interests in raising concerns about AI Ready.  For a detailed explanation about
AI Ready that addresses much of this misinformation, please see the Q&A posted at 
https://www.aiready.com/app/app_faq.asp. 

AUTOMATED VALUATION MODELS  
Many members have expressed concern about Automated Valuation Models (AVMs).  The Appraisal Institute 
long has advocated that AVMs are not a replacement for qualified real estate appraisers.  Further, the 
Appraisal Institute has called for the development of standards for AVM testing and reviews, and consistently 
has advocated before regulatory bodies and clients that appraisers be used to conduct appraisals.  A full 
discussion of AVMs may be found in the Appraisal Institute's 2007 Issues Report at 
http://www.appraisalinstitute.org/newsadvocacy/  
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APPRAISAL INSTITUTE RESIDENTIAL FORMS  
To help support our residential members, the AI Reports Project Team was charged with developing various 
res identi al forms for non-mortgage work.  More than one year ago, we released a Summary Appraisal Report 
– Residential form, which was made available to software vendors who provide these forms as part of their 
residential software packages.  The Project Team currently is working on forms for Restricted Use, Land, 
Multi-Family, Review, and Pre-Foreclosure/REO, all of which will be available soon.  Please look for further 
announcements on these forms in the coming months.  
   
GOVERNMENT RELATIONS  
Finally, the Appraisal Institute knows that regulatory, technological and market forces are impacting the 
appraisal profession, and that resulting changes in appraisal practice can be unsettling.  The Appraisal 
Institute recognizes these realities and is working with legislative and regulatory officials to support appraisers, 
enhance the integrity of the appraisal process, and protect the public.   

In just the past few weeks, the Appraisal Institute led an industry wide response to Fannie Mae, Freddie Mac, 
the New York Attorney General's Office, and the Office of Federal Housing Enterprise Oversight regarding the 
proposed Home Valuation Code of Conduct (HVCC).  The letter expressed support for efforts to enhance 
appraiser independence, while urging changes and voicing strong concern that the proposed HVCC could 
have unintended consequences, including declines in appraisal quality as a result of the proliferation of 
appraisal management companies, decreasing appraisal expertise within financial institutions by banning in-
house appraisals, and destroying longstanding relationships with reputable mortgage professionals.  

Since the release of the comment letter, the Appraisal Institute and our partner organizations have met with 
parties to the agreement to further explain our concerns and reiterate that changes must be made to the 
HVCC.  The parties to the agreement are in the midst of reviewing comments received and have committed to 
considering changes to the final version of the HVCC, which may be released as early as July or August.  
Meanwhile, we also are educating policymakers in Congress and federal agencies about your concerns, and 
they are paying close attention to this issue.  We will continue to advocate for you and provide you with 
information and tools to adjust and position yourself for any changes in the marketplace. 

In addition to advocating for changes to the HVCC, we actively are representing your interests in Congress on 
a range of other fronts, where legislation backed by the Appraisal Institute to make long overdue changes to 
the appraisal regulatory structure and require licensing of lenders and brokers passed the House of 
Representatives last year (H.R. 3915).  The Appraisal Institute also has led efforts to address the foreclosure 
crisis by advancing appraisal requirements in legislation set to be cleared by Congress and making reforms to 
the appraisal programs at the Federal Housing Administration (H.R. 5830 and a yet unnumbered bill in the 
Senate).  At the same time, we are standing up for residential real estate appraisers by fighting efforts to 
impose surety bonding and consumer private rights of action requirements against appraisers (S. 2452).  
Each of these issues is critical to the future of the appraisal profession, and we are ma king g reat strides in 
addressing them with your elected officials.  

Please know that the Appraisal Institute is working hard on all of these issues on your behalf.   Should you 
have any questions regarding these matters, please feel free to contact your Appraisal Institute leadership or 
staff. 

Sincerely, 

R. Wayne Pugh, MAI  
2008 President 

Click here to unsubscribe. 
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