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Litigation About Appraisals
Delivered by AMCs

Class actions numerous – following the model created by 
Cuomo v. First American eAppraiseIt

Individual consumer cases increasing:
Alleging failure of AMCs to manage appraisal process
Alleging negligence on the part of AMC
Often naming appraisers also, but not always
Will likely increase more with state regulation of AMCs

Litigation may “regulate” or change AMC behaviors
Quality control measures
Appraiser selection  -- led to the HVCC





AMC/Appraiser Agreements

As states regulate AMCs they will be, or should be, looking 
at AMC/Appraiser agreements.  They address things like:

• Appraisal turn times

• Prohibitions against appraisers disclosing fees to 
consumers

• Appraiser communications

• “Indemnity Clauses” – a hot button with appraisers

• (Side note: Many appraisers are afraid to call AMCs 
with questions about issues in an assignment.)



Typical AMC/Appraiser Agreement



Another Indemnification Clause
(Copycat AMC)



Some AMCs “Warrant” Their Appraisals

Typical Warranty from a Large AMC

“AMC protects the Lender against an actual financial loss, through default or 
foreclosure, which is the direct and primary result of an inaccurate valuation 
due to material appraisal defect or material misrepresentation as discovered 
through a reputable retrospective or forensic appraisal analysis. Specifically, 
should a qualified Warranted Appraisal fail to comply in material respect to 
the Uniform Standards of Professional Appraisal Practice and/or FNMA, 
FHLMC, FHA Appraisal Standards existing on the effective date of the 
appraisal, and the Lender sustains an out-of-pocket economic loss through 
default or foreclosure as a direct result thereof, AMC will pay the loss subject 
to the terms and conditions set forth herein. . . . “



Some Lenders Require AMCs to Indemnify Them

“6. Indemnification. Appraisal Management Company (“AMC”) shall be liable to, and indemnify 
and hold harmless, Subprime Lender for any damages, liabilities, claims, causes of action or other 
amounts (the “Liabilities”) which are related to, or the result of, any Appraisal Report submitted to 
Subprime Lender which is deemed to be a misrepresentation. Subprime Lender may deem an Appraisal 
Report a misrepresentation when:  (1) Subprime Lender has reasonably determined that the actual value 
of the real property that is the subject of the Appraisal is materially less than the value reported in the 
Appraisal; or (2) other data used in the Appraisal is determined to be a misrepresentation such as, but 
not limited to, misrepresenting sales dates and/or sales prices, incorrect photos (subject and/or 
comparables), comparables from outside subject neighborhood (without supporting logic), not fully 
disclosing material facts, or violating state licensing laws or (3) a new historic appraisal from an 
independent appraiser reasonably acceptable to both Subprime Lender and AMC indicates that the 
appraised value of the real property as reported in the subject Appraisal is 10% greater than the average 
of the appraised value reported in the new appraisal.

7. Repurchases.  AMC acknowledges that an Appraisal on a closed loan that does not meet the 
Performance Levels may cause Subprime Lender to, among other things, repurchase a loan from an 
investor or incur other Liabilities. AMC shall be liable to, and indemnify and hold harmless, Risky Lender 
for all of the Liabilities, which are related to, or the result of any Appraisal Report or other Service 
submitted to Subprime Lender, which does not meet the Performance Levels.”



Public Policy Issues

• First – what does not having an indemnification provision mean?

• Individual appraisers agree to provisions like this because they
lack power to say “no”

• Potentially insulate AMCs from full responsibility for their own 
failures (contrary to the notion that “you have to clean up your own 
mess”)

• Contribute to the fear instilled in many appraisers that is 
presently causing appraisals to “come in low”

(We are not seeing claims about appraisals in 2009 or 2010 being
inflated – the issue being complained about most with regard to 
current appraisals is undervaluation)



Washington State –Prohibition Against AMCs Requiring 
Indemnification for AMC’s Misdeeds


