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Addressing Bias in RE & Promoting Fair Housing

+Dr. Sam Henderson – Henderson Professional Development 
Seminars

+The Segregation Myth – http://youtube/2roWLzrqojQ
+Government policies and public housing
+Segregation 
+FHA – Federal Housing Administration
+Color of Law – Richard Rothstein, author

http://youtube/2roWLzrqojQ


Addressing Bias in RE & Promoting Fair Housing

+NPR (2018) – Housing Segregation and Redlining in America – A 
short history – http://youtube.be/O5FBjyqfoLM

+ In 1968, Congress passed the Fair Housing Act that made it illegal to 
discriminate in housing. Gene Demby of NPR’s Code Switch explains 
why neighborhoods are still so segregated today.

+1950 to 1968 Fair Housing Act
+98% FHA Loans to White

http://youtube.be/O5FBjyqfoLM


Addressing Bias in RE & Promoting Fair Housing

+1848: Married Woman’s Property Act (New York)
+1866: Civil Rights Act
+1948: Supreme Court case Shelley vs Kraemer
+1968: Title VIII of Civil Rights Act of 1968
+1974: Equal Credit Opportunity Act
+1988: The Fair Housing Amended Act



Addressing Bias in RE & Promoting Fair Housing

+What’s ahead
+Executive Order 13988
+New inflation-adjusted civil penalty amounts effective March 16, 2021
+Property Appraisal Valuation Equity Initiative (P.A.V.E.)
+Appraiser Diversity Initiative (ADI) 

+ Appraisal Institute, with Fannie Mae and National Urban League
+ Appraiser Diversity Initiative (appraisalinstitute.org)

https://www.appraisalinstitute.org/the-appraisal-profession/appraiser-diversity-initiative/


Addressing Bias in RE & Promoting Fair Housing

+Brookings  - The devaluation of assets in Black neighborhoods 
(brookings.edu) released in 11/27/2018.

+Committee on Financial Services – Review of Appraisal Industry 
06/2019 - HHRG-116-BA04-Wstate-PerryA-20190620.pdf 
(house.gov); 
https://www.youtube.com/watch?v=842bo2aku2k&t=20s

+ Undervaluation-Inaccurate appraisals
+ “Framework gives appraisers tremendous discretion.. Significant 

neighborhood parameters/physical boundaries”
+ Andre Perry notes $156 Billion in lost wealth

https://www.brookings.edu/research/devaluation-of-assets-in-black-neighborhoods/
https://docs.house.gov/meetings/BA/BA04/20190620/109685/HHRG-116-BA04-Wstate-PerryA-20190620.pdf
https://www.youtube.com/watch?v=842bo2aku2k&t=20s


Addressing Bias in RE & Promoting Fair Housing

+Facebook Effect
+Posted stories of an appraised value “far lower than neighboring home 

sales” 
+Took black photos down & removed black authored books
+White husband solely met 2nd appraiser
+2nd appraisal report was $135,000 higher



Addressing Bias in RE & Promoting Fair 
Housing
+The New York Times – published August 2020

+Black Americans struggle more than whites to be approved to home 
loans

+Redlining – “continues to drive down home value in black 
neighborhoods”

+Mixed-race/white neighborhoods – “consistently” appraise for less
+Appraisals are “subjective”
+Addition Facebook posts



Addressing Bias in RE & Promoting Fair Housing

+Superior way of valuing property? 
+Study where bias occurs
+Science of appraising v. discretionary appraising
+If we value on “facts” only, no need for appraisers and no 

difference in values
+Howell & Korver-Glenn study - Neighborhoods, Race, and the 

Twenty-first-century Housing Appraisal Industry - Junia Howell, 
Elizabeth Korver-Glenn, 2018 (sagepub.com)

https://journals.sagepub.com/eprint/NGfXH7DQVcKnfcyZwW4P/full


Addressing Bias in RE & Promoting Fair Housing

+HUD – Approved JPMorgan Chase agreement, PAVE (task force)
+Fannie – research, collaborations to bring diversity into the 

appraiser profession (ADI)
+Freddie – Appraisal Gap 5.2%, 934 appraisers out of 21,058 

studied, comp reconciliation, comp sale price variation
+NAR – apologies and implementations
+USPAP Course 2022-23 – Added Fair Housing & Bias section
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Addressing Bias in RE & Promoting Fair Housing

+State Legislation
+California – AB 948

+ Disclosures: demographic information: reporting: continuing education

+New York – 02/23/2020, 
+ proposed mandating fair housing education as a condition of license renewal for 

appraisers and assistant appraisers



Addressing Bias in RE & Promoting Fair Housing

+Federal Legislation
+H.R. 2553 - Real Estate Valuation Fairness and Improvement Act of 

2021
+ This bill establishes the Interagency Task Force on Real Estate Valuation to 

harmonize among specified agencies and entities the underwriting standards 
that govern residential and commercial real estate valuations. The task force 
must also study racial disparities in the valuation and price of certain residential 
real estate.

+ The bill also establishes a grant program for states, nonprofit organizations, and 
institutions of higher education to promote diversity and inclusion in the 
appraisal profession.
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Economic Fallout & Road to Recovery

+Borrowing – 401K’s, family, and friends
+Cash sales up – possibly due to cannabis legalization, a cash 

heavy industry
+Projected interest rate for 2022 – 3.55%
+Have you heard about the statistician who drowned in a creek 

that averaged 3” of water?



Fannie Mae and miscellaneous

+Step 1 – Definition of the Problem
+Step 2 – Scope of Work
+Step 3 – Data Collection and Analysis
+Step 4 – Application of the Approaches to Value
+Step 5 – Reconciliation of Value Indicators and Final Value 

Opinion
+Step 6 – Report of Defined Value Opinions



Fannie Mae and miscellaneous

+Credibility: USPAP’s definition is “worthy of belief.”
+How USPAP produces credibility

+Appraiser credentials (training, experience, licensure)
+Character of the appraiser (ethics, competence)
+Development process (Standard 1)
+Report (Standard 2)

+Credibility is based on credentials and process, not results.



Fannie Mae and miscellaneous

+Biases: USPAP says, “An appraiser must not perform an 
assignment with bias”

+Anchoring Bias – Relying too much on pre-existing information or the 
first information we see when making decisions.

+Confirmation Bias – Favoring information that confirms previously 
existing beliefs or bias.

+Referenced articles by Michael D. Eriksen, Hamilton B. Fout, Mark Palim, 
Eric Rosenblatt, Contract Price Confirmation Bias: Evidence from Repeat 
Appraisals, and The Influence of Contract Prices and the Relationships 
on Collateral Valuation. 



Fannie Mae and miscellaneous

+Credentials and established appraisal process are insufficient 
mechanisms. 

+Opinion is more vulnerable to dispute than fact
+Clients approach valuation holistically
+Accuracy, not credibility, drives business results
+Appraisal results sometimes lack consistency and reproducibility
+Lack of certainty leads to burdensome quality control processes

+Fannie “policies aim to increase accuracy and reliability.”



Fannie Mae and miscellaneous

+Ways to increase credibility
+ Increase consultation with client on scope of work
+Embrace new data sources and technologies
+View market holistically
+Derive adjustments quantitatively
+Explain with greater transparency
+Be aware of unconscious biases



Fannie Mae and miscellaneous

+Avoid using words that lend themselves to bias judgements
+Desirable neighborhood: List features and amenities.
+Crime-ridden area: List the crime rate without judgement
+Affordable neighborhood: What does this really mean?
+ Integrated community: Focus on the property, not the residents.
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Fannie Mae and miscellaneous

+Square Footage Method for Calculating: ANSI Z765-2021
+Bookstore | Square Footage Standard | Home Innovation Research Labs

+ To order, please call Mario Gozum at 800.638.8556 ext. 6253; Cost $25.00

+The standard involves the calculation and reporting of above-grade square 
footage and below-grade square footage in single-family houses.

+ It is not applicable to apartment/multifamily buildings and does not cover 
room dimensions.

+Fannie Mae “may” adopt ANSI Standards

https://www.homeinnovation.com/about/bookstore


Fannie Mae and miscellaneous

+Questions about appraising properties with solar panels?
+https://singlefamily.fanniemae.com/video/fannie-mae-policy-

appraising-properties-solar-panels

+Resources:
+Appraisers | Fannie Mae

https://singlefamily.fanniemae.com/video/fannie-mae-policy-appraising-properties-solar-panels
https://singlefamily.fanniemae.com/originating-underwriting/appraisers
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Climate Change – The Impact on Residential 
Real Estate
+Howard Botts, Chief Scientist/CoreLogic, Geospatial Science

+Geospatial Science is a discipline that focuses on using information 
technology to understand people, places, and processes of the earth

+Fire and Flood are the main risk factors
+Projection - 30% increase in wildfire risk
+Flood – primary losses are due to flash floods

+They are modeling high risk areas
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Defending the Appraisal

+Peter Christensen, attorney providing risk management education for 
LIA. 

+We hope to have Peter speak with NCAREA in 2022.
+Want to improve your Engagement Agreements?

+ Sample Materials for Services (appraisalinstitute.org)

+ GLA measurements are the #1 cause of lawsuits
+HUD reportedly has 50+ active investigations regarding 

discrimination in appraisals.
+What is the statute of limitations for appraisal reports?

https://www.appraisalinstitute.org/professional-practice/engagement-samples/


Defending the Appraisal



Appraisal Reimagined

+Integrated worksheets – Craig Morley
+Total - Joel Baker
+RemoteVal - Joshua Whilitt 
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