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After an eight day trial, Lavon lvy, an appraiser in Orange Village, OH,
was recently found guilty of mortgage fraud. Ms. Ivy, together with her father,
John lvy, and the mortgage broker, Phillip Stevens, were collectively found guilty
of a total of 23 mortgage fraud offenses concerning a house in Oakwood Village,
OH. On May 1, Ms. vy was sentenced to three years in prison, plus $21,000
restitution to the homeowner.

Compounding the fraud and adding conflict of interest to this scheme, Ms.
Ivy put together the deal in which a house being purchased for $90,000 received
a mortgage of $132,000 from the New Century Mortgage Company in Columbus,
OH (now out of business). Also a mortgage broker, she fraudulently substituted a
bogus purchase agreement for $165,000 through M & S Investment Company,
owned by Mr. Stevens, who processed the loan knowing full well that the
documents were false. Mr. Stevens also received jail time for his part. In addition
to all this, the agreement included a down payment of $42,000 which was totally
fraudulent.

The house was being sold “as is” and needed extensive work, which was
the responsibility of the buyer, Kenneth O’Neil. The house was to be repaired by
John Ivy’s contracting company. Instead of money being held in escrow at the
closing to cover the repairs, that money instead was diverted to Ms. Ivy and her
father. No work was ever completed on the house. The final outcome was that
Mr. O'Neil was never able to move into the house due the repairs needed and
due to code violations that were never rectified. The house eventually went into
foreclosure and Mr. O’Neil lost the house.

CLOSER TO HOME

In another illegal scheme, Anita Bareja of Dix Hills New York was recently
arrested on ten different counts, including Grand Larceny and Falsification of
Business Records. Starting in May of 2006, Ms. Bareja, employed as a loan
officer at EFI Capital Corp. in Garden City, worked with two co-conspirators using
various falsified documents and bogus (or forged) appraisals to obtain more than
$1.5 million in fraudulent mortgages. Bareja faces a maximum of 15 years in
prison if convicted of the most serious charges.

Continued on Page 6...See Mortgage Fraud



Tuesday, September 9, 2009
Hofstra R-5 Starts

Monday, September 21, 2009
3-Hour C.E. Seminar
Koenig's Restaurant

Floral Park, NY

3:30 - 6:30 p.m.

Friday, October 2, 2009
7-Hour C.E. Seminar

The FHA/VA Appraiser
Holiday Inn, Ronkonkoma, NY
9:00 a.m. - 5:00 p.m.

Tuesday, October 13, 2009
Hofstra R-6 Starts

Friday, October 16, 2009
7-Hour C.E. Seminar
The FHA/VA Appraiser
Koenig's Restaurant
Floral Park, NY

9:00 a.m. - 5:00 p.m.

Monday, October 19, 2009
Board of Directors Meeting
Davenport Press Restaurant
Mineola, NY

7:00 - 9:00 p.m.

Tuesday, November 7, 2009
Hofstra R-7 Starts

Monday, November 16, 2009
3-Hour C.E. Seminar
Koenig's Restaurant

Floral Park, NY

3:30 - 6:30 p.m.

Saturday, November 21, 2009
7-Hour C.E. Seminar

Using the HP12C Calculator
Adria Hotel, Bayside, NY
9:00 a.m. —5:00 p.m.

Tuesday, December 1, 2009
Hofstra R-8 Starts

Friday, December 11, 2009
7-Hour C.E. Seminar

Koenig's Restaurant
Floral Park, NY
9:00 a.m. —5:00 p.m.

2010-11 National USPAP Update
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As you have heard me say so often, the USPAP is a living
document, designed to keep pace with changes in the real estate market,
technology, and the economy. Keeping the USPAP current is a substantial
undertaking. It involves numerous meetings, hearings, public comment
periods and exposure drafts. This last cycle was particularly busy and
productive.

On April 3, 2009, the Appraisal Standards Board approved
modifications to the Uniform Standards of Professional Appraisal Practice
after 15 months of hearings, public meetings, three exposure drafts and
comments from almost 2,000 individuals. These changes will be reflected in
the 2010-11 edition of USPAP.

This cycle the changes are very significant, and they cover the
following major areas:

* Definition of “Signature”

* Definition of “Jurisdictional Exception”

* Definition of “Assignment”

* The Ethics Rule

» The Competency Rule

» The Jurisdictional Exception Rule

« Standard 3, Appraisal Review

While | cannot go over all the changes in one article, let me point out
one change in the Ethics Rule as an illustration of the scope of the revisions.

The Ethics Rule has been largely rewritten this time around. One of
the more significant changes pertains to disclosure of prior appraisals
performed on a property for which the appraiser is now being asked to
perform a new appraisal.

Prior to accepting an assignment, and if discovered at any time during
the assignment, an appraiser must disclose to the ¢ lient and in the
report certification: any services regarding the su bject property
performed by the appraiser withi n the prior three years, as an
appraiser or in any other capacity

This disclosure requirement will allow a prospective client to know,
at the time of the assignment, whether the appraiser is performing or has
performed other services with regard to the property, such as property
management, leasing, brokerage, auction, or investment advisory services.

The purpose is to allow the client to determine if any potential
conflicts exist. Disclosure prior to accepting an assignment is important to
preserving public trust. The client should have an opportunity to evaluate
this information before the appraiser is engaged. The perception of possible
bias is potentially damaging to public trust in the appraisal profession.
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By Jeff Beal

Question: Must a review appraiser be licensed or certified in the state jurisdiction
where the subject property is located?

Answer: Appraiser credentialing requirements are not covered by USPAP;
however, the Appraisal Subcommittee (ASC) does have position, which is set forth
below:

“Included in ASC Policy Statement 5 is the ASC'’s position on when an out-of-state
review appraiser must obtain a credential for purposes of performing a technical
review. The ASC has concluded that for federally related transactions, so long as
the review appraiser does not perform the technical review in the state within which
the property is located, and so long as the review appraiser is certified or licensed
by another state, that appraiser need not be registered for temporary practice or
otherwise credentialed by the state agency where the subject property is located.
With that said, state law may be more restrictive than federal law and may require a
temporary practice permit or other credential. It is therefore imperative to consult
with the state where the property is located.”

The licensing issue aside, the review appraiser must still comply with the
competency provision of the USPAP. In particular this requires the review
appraiser to have geographic competency, or take and disclose the necessary steps
to acquire said competency.

USPAP related questions can be submitted to Jeff at
jeff.beal@columbiasociety.org

Editor's Note: Jeff Beal is an AQB approved USPAP instructor and frequent
contributor to Columbia Society News and Views . He serves as First Vice
President and Programs Chairman of the Society.
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Linda J. Fusco
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Robert R. Coltun
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By Jeff Beal

Starting January 1, 2010, there will be a new national licensing exam given to all new
appraiser candidates. Below are some sample questions. Be brave and test your skills and
knowledge. See if you can still pass the test.

1. The owner of a self-service car wash has a $900,000 self-amortizing, 25-year mortgage at a
9.25% interest rate, payable monthly. The loan must be paid off after 10 years. What is the
amount of the balloon payment due at that time, rounded to the nearest $1,000?

A. $540,000 C. $808,000
B. $833,000 D. $749,000

2. A 50-unit apartment complex is being appraised. The appraiser is calculating the appropriate
annual replacement reserve allowance. Several items are new, but were determined to have
useful lives shorter than the physical structure: the appliances are $750 per unit, the roofs are
$200,000, and, the clubhouse furniture is $11,000. The appraiser believes management can earn
a safe rate of 4.5% on their reserve funds. What average annual reserve per unit must be
allocated in order to take care of the short-lived items, assuming they must be replaced every
seven years and have no salvage value?

A. $620 C. $770

B. $560 D. $710

3. What interdependent economic factors create value?
A. Amenities, assemblage, scarcity and effective purchasing power
B. Utility, scarcity, desire, and plottage
C. Amenities, plottage, desire, and supply/demand
D. Utility, scarcity, desire, and effective purchasing power

4. The subject property is 80 years old, and has a remaining economic life of 45 years, an
observed age of 15 years, and, a total life of 60 years, using the straight line or age-life method.
What is the total amount of accrued depreciation?

A. 25% C. 18%

B. 33% D. 56%

5. An appraiser has developed an appraisal of a single-unit dwelling that is currently occupied by
tenants. Although the subject's zoning is currently residential, the appraiser estimates that due to
the rising price of commercial land along this street, the subject will be purchased for commercial
development within two to three years. What term describes the current use of the property?

A Nonconforming use C. Interim use

B. Speculative use D. Special purpose use

6. The subject property has a two-car garage. The cost to add a third bay at the time of
construction was $5,000. The cost to install a third bay on an existing property is $8,000. The
market will pay $10,000 more for a house with a three-car garage. What is the garage adjustment
to the sale price of the comparable sale with a three-car garage?

A.-$5,000 C. +5,000

B.-$10,000 D. -$3,000

Answers: 1.D,2.A,3.D,4.A,5.C,6.B
Got 5 out of 6 correct? Congratulations! You passed. Got 4 or less? Don't feel bad. We will
give you another chance in the next newsletter.
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By James R. MacCrate, MAI, CRE, ASA

The Joint Economic Committee
Hearing in Congress on Commercial Real
Estate: Do Rising Defaults Pose A Systemic
Threat? heard testimony that lack of credit has
negatively affected the number of real estate
transactions and that real property asset values
have declined an average of 35%, while
capitalization rates increased 250 basis points.
Retail Traffic indicated that it was difficult to
price real estate assets because financing was
difficult to obtain. Lenders have indicated that
financing is available but borrowers cannot
accept the terms.

Valuation of Real Estate Assets

Astute real estate investors realized in
2005 that real property assets would no longer
be appreciating because the real estate market
cycle was changing, documented during the
1990s by Jeff Fisher, PhD., Terry V. Grissom,
PhD., Glenn Mueller, PhD., and Richard
Wincott, MAI, who described real estate market
analysis and cycles. Price Waterhouse LLP real
estate cycle analysis was also included in
appraisal reports prepared during the 1990s.
Experience with these cycles is crucial to
investing in commercial real estate.

So why is Congress now being asked to
bail out lenders?_ The markets adjusted back in
the 1970s and early 1990s. They will do so
again. In the meantime, appraisers should
review their definitions and methods to derive
accurate capitalization rates.

Read the entire article at:
http://realestatevaluation.wordpress.com/2009/07/3
O/hints-to-determine-accurate-capitalization-rates/

Editor's Note: James R. MacCrate is a Senior General
Member of the Columbia Society and frequent
contributor to Columbia Society News and Views

Mortgage Fraud
Continued from Page 1

Mortgage fraud hurts all industry participants,
including buyers, sellers, lenders, and industry professionals.
Mortgage fraud schemes such as these, perpetrated by
industry “insiders,” are now being heavily targeted by FBI
investigations.

According to FBI statistics, annual losses are
estimated at between $4 billion and $6 billion. There are
currently over 2,000 mortgage fraud investigations in
progress, and there have been over 29,000 Mortgage Fraud
Suspicious Activity Reports (SARS) in the first quarter of
2009 alone. This work resulted in 560 indictments and 338
convictions in 2008.

U. S. Attorneys are active throughout the country,
investigating mortgage fraud in every state and examining all
aspects and participants of the mortgage industry.

Editor's Note: Domenick Neglia is Staten Island Coordinator
of the Columbia Society. He is a frequent contributor to
Columbia Society News and Views

News@ ColumbiaSociety.org
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It seems like every time | read a news article, | hear about a new mortgage fraud
scheme or case. As stated in FHA Mortgage Letter 2009-12, FHA is stepping up it's
oversight of new and modified mortgages. It appears that there are brokers charging
fees in advance, sometimes upwards of $3,000.00, to homeowners at risk of losing their
homes, and then doing nothing afterwards to help. New York State Attorney General
Andrew Cuomo has now started an investigation into this.

An investigation in California has shown that out-of-work mortgage brokers are
now setting up shop as mortgage modifiers. These are the same brokers that sold the
original mortgages that got homeowners in trouble to begin with. Mr. Jack Soussana, a
mortgage broker at the Federal Loan Modification Law Center in Los Angeles said, “We
just changed the script and changed the product we were selling.” Mr. Soussana is a
partner with Nabile Aniz, who co-owned Mortgage Link of California, a now defunct sub-
prime mortgage brokerage that sold $30 million of loans per month. They sold their
products for Countrywide. California is not the only state involved. This company and
many others are selling their services throughout the country. One unnamed employee
was asked by a potential client how the broker could help. The reply was that the broker
understood the original mortgage and the bank.

There is also a report out that the banks are not modifying mortgages at a rate
that pleases Washington. One alleged reason is that mortgage servicers are making
more money on fees. Bottom line is that the longer a foreclosure languishes, the more
fees that can be collected. Even though FHA/HUD is offering a total of $3,000 per loan
modified, the fees collected from the mortgage servicers are significantly more than what
the government is offering.

Then we have the old standby fraud schemes of strawbuyers, inflated values,
etc. In an upward market these schemes go undetected or overlooked. Now, in a
downward or stabilizing market, these schemes are becoming unearthed at an alarming
rate. The players include the usual array of attorneys, mortgage brokers, real estate
agents, appraisers, title search companies and investors. Now some of the names and
professions of the convicted are scary. Here are some highlights of those convicted:
Maria Albertina, Edmond Berookhim, Christopher Carr, Fred Lax, Stephen Martini (past
president of the Columbia Society), Jennifer Schiff, Sharon Thompson. Indicted persons
include: George Guidi (former Suffolk County legislator), Dustin Dente, Ethan Ellner,
Esqg. Go to www.mortgagefraud.org _ for a more complete list.

It seems that fraud is like a roach. No matter what the exterminator uses, the
roach adapts and survives to create a problem again. The only protection we have as
appraisers is USPAP and our own ethics. Please be diligent, ethical and not afraid to
report any dubious dealings you might encounter.

Editor’s Note: Michael Schlesinger is Third Vice President and Publications Chairman of the
Columbia Society. Michael is a frequent contributor to Columbia Society News and Views.
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Dues Schedule
New Member

New Member and Advancement Application Candidate $100.00
1. For New Member: Check One AFFILIATE CANDIDATE Affiliate $ 100.00
Or Advancemen t
For Advancement: Check One SENIOR RESIDENTIAL SENIOR GENERAL Senior Residential $25.00
2. Personal Information/Business Listing Senior General $25.00

Referred by

Attach Check Payable to
Name Columbia Society

Home Address

City County State Zip

Email Home Phone

Business Affiliation

Business Address

City County State Zip
Business Phone Business Fax
Please check where you would like mail sent: Home Business
3. Organizations Other professional appraisal organization(s) that you belong to
ORGANIZATION MEMBER SINCE DESIGNATION, IF ANY

Have you ever been declined membership in a similar professional organization, or such membership

been suspended or revoked? Yes No If “Yes” give full details on a separate
sheet.
4. Current New York State Real Estate Appraiser Li  cense/Certification Check Applicable Box:
Licensed Residential Certified Residential Certified General Appraiser Assistant
License/Certification Number Expiration Date
5. Education Check Highest Level Completed
High School College - Undergraduate Degree College - Graduate Degree

Name and Location of School

Years Attended Degree(s) Obtained
6. References Include names of 3 business/professional references. This is for NEW MEMBER only. For
ADVANCEMENT, supply resume, copy of NYS certification, and five (5) work samples.

Name Address

Phone Fax Email Address
Name Address

Phone Fax Email Address

Name Address

Phone Fax Email Address

| attest that there are no licenses or permits issued to me or to a company in which | am or were a principal in this State or elsewhere that
have ever been revoked, suspended, or denied. | attest that | have never been convicted in this State or elsewhere of any criminal offense that is a
misdemeanor or felony, and that there are no criminal charges pending against me in this State or elsewhere. | attest that | have never been the
subject of any disciplinary action by another professional appraisal organization or an appraisal board in this State or elsewhere.

Yes No If no, attach written explanation on separate sheet.

| hereby certify that the statements contained herein are correct, and if approved for membership, | agree to abide by the Bylaws of the
Society, its Code of Ethics, and the Uniform Standards of Professional Appraisal Practice. | agree to supply such additional information as may be
required for the processing of this application. | understand that | have the right to cancel my membership at any time by notifying the Society in
writing. Membership fees, including application fees, are non-refundable. This membership entitles me to member discounts at all Columbia Society
continuing education seminars.

Signature Date




