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Executive Summary

This report provides Bay Area homeowners with an in-depth comparison of three specialized real estate appraisal contexts -
divorce appraisals, estate (date-of-death) appraisals, and PMI (Private Mortgage Insurance) removal appraisals. Each
has distinct purposes, legal frameworks, processes, and implications. In California’s Community Property system, a spouse’s share
of the marital home must be fairly valued and divided during divorce (Source: www.lawcullen.com). After a homeowner’s death, the
estate must appraise the property at fair market value for tax and distribution purposes (Source: oneappraisalgroup.com) (Source:
www.law.cornell.edu). Under the Homeowners Protection Act (1998), borrowers can request removal of mortgage insurance once

their equity exceeds 20%, often requiring a fresh appraisal to verify current value (Source: sfbayappraisal.com) (Source: servicing-
guide.fanniemae.com). This guide covers the historical and legal background, delineates each appraisal type’s key features and
procedures, presents data and real-world examples, compares them in tables, and explores future trends. Throughout, it
emphasizes evidence-based analysis and cites expert sources.

Key highlights include:

. Divorce Appraisals: Mandated by family courts, driven by California’s community property laws, requiring impartial
appraisers who value the marital home usually at the date of separation or divorce. These appraisals underpin fair asset
division and often involve specially trained appraisers to avoid bias (Source: www.allstateappraisal.net) (Source:

www.redfin.com).

. Estate Appraisals: Required for probate and IRS estate tax filings, valuing property as of the decedent’s date of death (or an
alternate date 6 months later if elected) (Source: www.law.cornell.edu). They determine heirs’ stepped-up tax basis and ensure
compliance with tax laws, minimizing disputes over inheritance (Source: oneappraisalgroup.com) (Source:
www.law.cornell.edu).
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« PMI Removal Appraisals: Instituted at the borrower’'s request under federal law, to demonstrate that property’s current
market value has appreciated enough to drop their loan-to-value (LTV) ratio to 80% or below. Lenders (notably those in the
Fannie Mae/Freddie Mac systems) typically require an appraisal confirming that the new value is at least equal to the original
purchase price before terminating PMI (Source: servicing-guide.fanniemae.com).

We provide detailed comparisons (including tables) of the purpose, stakeholders, timing, costs, and regulatory standards
for each appraisal type. Bay Area-specific context - such as skyrocketing home prices and tax laws like Prop 13 - is woven
throughout. Case examples illustrate common scenarios (for instance, a divorcing Silicon Valley couple splitting a $1.5M home, or
an heir removing PMI from a low-down-payment Bay Area condo). Finally, we discuss future directions: evolving_appraisal
technology (AVMs, Al), regulatory changes, and market trends impacting valuations.

This report is designed as a comprehensive, authoritative guide. It draws on legal sources, appraisal industry standards (USPAP and
IRS guidelines), scholarly and professional commentary, and current data. All key claims are backed by credible sources. Sections
are arranged logically with clear headings and subheadings, and data is presented in tables where useful. The tone is formal and
academic, providing the depth and rigor expected in a research report.

Introduction

Real estate appraisal - the process of estimating a property’s market value - is central to many significant life events. In the San
Francisco Bay Area, with its exceptionally high home prices and complex legal environment, understanding the nuances of
different appraisal types is critical. This guide examines three scenarios in which a home must be appraised: (1) divorce
settlements, (2) estate settlements (post-death), and (3) PMI removal requests. Though all involve valuing residential real
estate, each “valuation type” has unique goals, stakeholders, legal rules, and practical procedures. By comparing them in depth,
Bay Area homeowners can better navigate these stressful processes and make informed decisions.

Legal and Market Context

California is a community property state, meaning most assets acquired during a marriage are owned equally by both spouses
(Source: www.lawcullen.com). The marital home is typically the single largest marital asset. When spouses divorce, courts require
an appraisal of the home to allocate its value fairly. Similarly, upon a homeowner’s death, federal and state tax laws mandate an
appraisal of the decedent’s property at fair market value as of the date of death (Source: oneappraisalgroup.com) (Source:
www.law.cornell.edu). Finally, a homeowner with less than 20% equity at purchase often pays Private Mortgage Insurance
(PMI); federal law (the Homeowners Protection Act of 1998) provides rights to cancel this insurance once equity suffices, often via
a current appraisal (Source: sfbayappraisal.com) (Source: servicing-guide.fanniemae.com).

The Bay Area’s housing market amplifies these issues. Median home prices in Silicon Valley and San Francisco regularly exceed $1
million, with San Jose’s 2024 median rolling_around $1.566 million (Source: www.redfin.com). Affordability remains a crisis (Source:

www.redfin.com). These high values mean even fraction-of-a-percent valuation errors can translate to large dollar amounts.
Moreover, rapid price fluctuations (Bay Area prices saw double-digit gains in the last few years) can affect the timing and outcome
of appraisals. For example, a couple who bought a home in 2019 might face a 2025 divorce with the home’s value doubled.
Similarly, estate taxes (though federal estate tax exemption is currently high) and property transfer rules like Proposition 13 (which
caps property tax upon transfer to a spouse or child) interplay with appraisal outcomes.

Table 1 below summarizes some Bay Area housing market metrics for context:
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METRIC BAY AREA (2024, APPROXIMATE)
Median home price (SF metro) (Source: www.axios.com) (Source: ~$1.0M (SF metro), ~$1.57M (San Jose
www.redfin.com) metro)

Median home price (nation, 2024) (Source: www.redfin.com) ~$428K (US median sale price, 2024)
Bay Area home price change (2022-24) (Source: www.redfin.com) +8-12% (yearly gains in tech centers)
CA median property tax (2023) (Source: www.axios.com) ~$4,933 (up ~23% since 2019)

CA divorce filings (2024) </current_article_content>(Source: dblawcorp.com) ~108,400 couples (20-year low)

Sources: Redfin (housing data) (Source: www.redfin.com) (Source: www.redfin.com), Axios (Source: www.axios.com), Judicial Counci
of CA (Source: dblawcorp.com). These figures illustrate the environment: Bay Area homes are hugely valuable and volatile, while
divorce filings remain common (though California’s marital rate is low, with only ~29% of Californians ever married (Source:

WWW.axios.com).

Valuation Standards

All formal appraisals in these contexts adhere to the Uniform Standards of Professional Appraisal Practice (USPAP).
Appraisers must remain independent and unbiased (Source: www.allstateappraisal.net). They analyze comparable sales, property
condition, and market dynamics to conclude a fair market value. By legal definition (e.g. IRS and courts), fair market value is “the
price at which property would change hands between a willing buyer and seller, neither being under any compulsion to act and
both having reasonable knowledge of the relevant facts” (Source: oneappraisalgroup.com). For divorces and estates, this definition
is usually key. For PMI removal, some lenders accept industry-standard measures; for example, Fannie Mae requires that the current
appraised value be at least equal to the original purchase price (Source: servicing-guide.fanniemae.com).

In all cases, appraisers produce written reports (full narrative or sometimes a succinct form). However, the scope of appraisal can
vary: a full “certificate of value” or more limited Letter. Divorce/estate beneficiaries often require detailed, defensible reports since
they may be scrutinized in court or by tax authorities. PMI removal appraisals, by contrast, may permit less rigorous formats
(sometimes a desktop or drive-by, depending on lender policy) because the only goal is to verify value for loan servicing. We
discuss each in detail below.

Divorce Appraisals

Divorce appraisals are performed to fairly divide the marital residence (and often other real property) between spouses.
California’s community property law presumes assets acquired during marriage are owned equally (Source: www.lawcullen.com). A
divorce appraisal (often called a “divorce home appraisal”) provides an objective valuation of the marital home, which the

spouses (and their attorneys or the court) use to negotiate settlement of real estate.

Legal Context: In a divorce, courts or mediators must equitably split property. Since a house cannot physically be divided, it
must be valued. As the Cullen Family Law Group explains, “courts typically must determine the value of a property as part of the
property division process,” because “it is not possible to physically divide a home into two pieces” (Source: www.lawcullen.com).

California Family Code and case law require fair valuation of community (marital) property, and appraisers or parties often turn to
USPAP-compliant appraisals to meet this need.

When Ordered: A divorce appraisal may be ordered by one or both spouses, or directed by the court. Often, each spouse hires
their own appraiser; sometimes the parties jointly select a single neutral appraiser if they agree (Source:
www.allstateappraisal.net). If two appraisals differ significantly, negotiations may use a middle ground or involve a thira
mediator-appraiser to reconcile values. The final property division typically references one agreed-upon number or splits the
difference. If one spouse keeps the house, they may “buy out” the other’s share (paying the other spouse half the home’s
appraised net equity).
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Process and Standards: A real estate appraiser licensed in California conducts the valuation. They inspect the home
(interior and exterior), note condition and upgrades, and analyze comparable sales. By USPAP, the appraiser must remain
independent and impartially weigh all evidence (Source: www.allstateappraisal.net). The appraiser typically estimates market
value as of a specific date. In California divorces, the valuation date is often the date of separation or the trial (the date of the
final divorce order) depending on facts and local practice. For example, if spouses separated years before divorce, values may be

contested based on which date to use. Courts usually pick the date that most fairly equates the community share.

Content of Report: Divorce appraisal reports are usually comprehensive (narrative) and contain photographs, sketches,
comparables, and rationale. They explicitly state assumptions and any market conditions affecting value. For divorces,
appraisers must be especially meticulous: each party wants the unbiased “right number.” As one appraisal guide notes, an
appraiser’s “independence and impartiality” are “central” and any bias is prohibited (Source: www.allstateappraisal.net).

Appraisers risk losing credibility or legal challenges if they appear to favor one side (sometimes called advocacy). The Uniform
Standards (USPAP) emphasize that the appraiser’s “opinion of value is the appraiser’s alone” (Source: www.allstateappraisal.net),
carefully reviewed.

Key Considerations: Appraisers must consider any marital enhancements to value (e.g., one spouse spent community funds
on improving the home) and also identify non-community (separate) contributions (e.g., down-payment before marriage). Some
cases require splitting appreciation: for instance, if one spouse’s separate funds paid down the mortgage, or if the home was
inherited by one spouse before marriage. A properly scoped divorce appraisal will note separate property and, if needed, adjust
the community share of value accordingly.

Timing: Divorce appraisals often have tight deadlines. Courts or lawyers may require reports within weeks of filing for a divorce.
The emotional environment can be tense; appraisers must sometimes work around contention (each spouse might be present
during inspection or reluctant to cooperate). Clear communication of scope and neutrality is crucial (Source:
www.allstateappraisal.net) (Source: www.allstateappraisal.net).

Cost: Home appraisal fees vary by region and home complexity. In the Bay Area, expect $400-$800 for a typical single-family
home appraisal (mid-range service) (Source: www.redfin.com). Larger or ultra-luxury homes can cost more. Often, each spouse
pays for their own appraisal. If both parties agree on one appraiser, they may share half the cost each, reducing total expense
(Source: www.allstateappraisal.net).

Who Pays: Usually the spouses agree beforehand (sometimes via court order) who pays. It may be split or the person keeping
the house may pay. Note that in California, each spouse can request an equalization payment instead of selling the home -
meaning one buys out the other’s half-equity. In that case the appraised value helps set the buy-out price.

Who Uses the Appraisal: Beyond the divorcing couple, the appraisal report is mainly for attorneys and the court. Judges in
property division rely on it as evidence of fair market value. Usually, these appraisals are not submitted to lenders (unlike
appraisals for mortgages) unless the couple decides to refinance the mortgage as part of settlement.

Perspective of Appraisers: Divorce appraisers are aware of the stakes. They often emphasize in their marketing that their
valuations are “fair and defensible” to adversarial parties. As one appraisal educator notes, a “competently and impartially
prepared appraisal favors all parties” by providing a disinterested valuation in divorce (Source: www.allstateappraisal.net). Many
appraisers in divorce cases point out that while spouses will provide lots of data (improvements, unique features), the appraiser

must verify and rely on market evidence. It's a common scenario: each spouse may claim extreme influences on value, so the
appraiser must sift fact from contention.

Challenges and Disparities: It's not unusual for two independent appraisers in a divorce to produce different values. As one
source explains, “two appraisers developing disparate opinions of value on the same property is not uncommon” (Source:
www.allstateappraisal.net). This can prolong settlement. To mitigate that, some couples stipulate a single, mutually agreea

appraiser (Source: www.allstateappraisal.net). When disparities arise, attorneys often engage an appraisal review or agree to

split the difference. A detailed comparison of each appraisal’s methods may be done.

Outcome: Ultimately, the divorce appraisal provides a baseline number. Couples then negotiate: one spouse might stay in the
home and pay the other the difference, or they may sell the house and split proceeds, or alternate arrangement (e.g. continuea
Jjoint ownership until a later sale with one spouse living there). Evidence shows many divorcing couples sell their homes: a Redfin
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analysis notes the family home is often the most valuable asset in divorce, and if not jointly retained, it’s sold and profits dividea
(Source: www.redfin.com).

Table 1 (below) compares divorce appraisals to estate and PMI appraisals across key dimensions.
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ASPECT

Purpose

Initiated by

Legal/Base Law

Fair Market
Value Definition

Valuation Date

Regulatory
Standard

Who Pays

Report
Recipient

Report Type

Appraiser
Selection

Typical Cost

DIVORCE APPRAISAL

Value marital home for fair
division of assets (Source:
www.lawcullen.com)

One or both spouses (often via
attorneys or court order)

CA Family Code; community
property principle (Source:
www.lawcullen.com)

As between willing buyer/seller,
USPAP standard (Source:
www.allstateappraisal.net)

(Source: oneappraisalgroup.com)
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ESTATE (DATE-OF-DEATH)
APPRAISAL

Value decedent’s property
for estate settlement and
taxes

Executor or trustee of
estate (for probate/taxes)

IRS Internal Revenue Code
§2031; (alternate valuation
§2032) (Source:
www.law.cornell.edu)

Same FMV definition at
date-of-death; alt date if
elected (Source:
www.law.cornell.edu)

Date of separation or divorce
decree (case-by-case)

USPAP (listings of community vs
separate property)

Typically spouses (each pays own;
or split one appraiser fee)

Attorneys and court (to decide
division); not for lender

Full appraisal report (narrative) to
withstand legal scrutiny

Often two appraisers (one each
party) or one jointly agreed
neutral

$400-$800 (may pay for two
appraisals)

Executor’s choice: date of
death (default) or 6 months
after death (Source:
www.law.cornell.edu)

USPAP, IRS rules; must meet
IRS “qualified appraisal”
standards for estate tax

Estate pays (executor hires
appraiser)

IRS (Form 706 if applicable)
and beneficiaries/trustees

Full narrative (especially if
federal estate tax involved)

Independent appraiser
(executor must choose
qualified)

$500-$1,000+ (depending
on home value/complexity)
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PMI REMOVAL APPRAISAL

Verify current home value to
meet LTV threshold for PMI

Borrower requests to lender (per
law, at LTV =80%) (Source:
ncua.gov)

Homeowners Protection Act (HPA
of 1998) (Source:
sfbayappraisal.com)

Generally FMV; lenders may
accept FMV or current market
value (via BPO/Appraisal)

Date of appraisal request (market
value at that time)

Lender guidelines (Fannie/Freddie
policy) - often need interior
inspection/value check (Source:
servicing-guide.fanniemae.com)

Homeowner pays fee to appraisal
company

Lender (servicer) to cancel PMI;
sometimes borrower sees report

Often Variable: can be full
appraisal, appraisal form, or even
BPO; depends on lender

Appraiser approved by lender;
may be panel or ordering system

$350-$600 (market clearing rates
in Bay Area)
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ESTATE (DATE-OF-DEATH)
ASPECT DIVORCE APPRAISAL PMI REMOVAL APPRAISAL
APPRAISAL

Value must be = original sale

Unbiased stance; spouse-supplied Accurate FMV at death; . o
) . . price (Source: servicing-
info vs market comparables consider alt valuation to ) )
Key s g ¢ s guide.fanniemae.com); some
ource: reduce taxes (Source: )
Considerations ) lenders accept AVM or BPO if
www.allstateappraisal.net); www.law.cornell.edu); DOD -
: allowed (Source: servicing-
separate property credit asset date ) )
guide.fanniemae.com)
X L Probate estate tax, trust Borrower requests PMI
Common Use Divorce settlement negotiations; o L .
distribution; litigation over cancellation under HPA (loan LTV
Cases court decrees . )
inheritance =80%) (Source: ncua.gov)

Table 1: Comparison of appraisal features in divorce, estate, and PMI removal contexts. Sources: legal and industry guidelines
(Source: www.lawcullen.com) (Source: www.law.cornell.edu) (Source: servicing-quide.fanniemae.com).

Case Study: Divorce Appraisal in the Bay Area

Hypothetical example: A San Mateo County couple married in 2015 bought a home for $800,000. By 2025 it's worth an estimated
$1,600,000 (doubling in value). They divorce in 2025 and need to split the home’s equity. Each spouse hires an appraiser. Spouse
A’s appraiser values the home at $1,650,000; Spouse B’s appraiser says $1,550,000 (due to different comparables). After
negotiations (and possible involvement of a mediator-appraiser), they might agree on a midpoint of $1,600,000. If one spouse
keeps the home, that spouse pays half of the net $1,600,000 (minus remaining mortgage) to the other. This settlement hinges on
the appraisal number, illustrating how critical a credible valuation is.

In another scenario, a couple divorces but agrees to sell the home. The listing agent will get a professional appraisal (for pricing)
and appraisal (for buyer financing) just like any sale; however, the agreed “market value” for splitting proceeds is still often based
on an independent appraisal or comps analyzed by attorneys. If they sell at market (say $1.6M) with a $700k mortgage, each gets
$450k (50% of equity) after costs.

Estate Appraisals (Date-of-Death Valuation)

When a homeowner dies, their real property must be appraised for estate purposes. This is often called a “date-of-death
appraisal”. Its primary uses are to (1) determine the value reported on estate tax returns (if any); (2) set the tax basis of the heirs
(stepped-up basis); and (3) equitably distribute assets among beneficiaries (heirs or devisees). Especially for large estates,
accuracy is vital to satisfy IRS requirements and avoid disputes.

Legal Context: Federal law (26 U.S. Code § 2031) requires that the “gross estate” include fair market value of all property at
the decedent’s date of death. By default, “all property included in the gross estate [is valued] as of the date of the
decedent’s death” (Source: www.irs.qov). (Note: an executor may elect an alternate valuation date - six months after death -
if it lowers the estate’s total value (Source: www.law.cornell.edu).) California imposes no state estate tax, so appraisal is mainly
for federal tax compliance and legal inheritance. Nonetheless, state probate rules often also require listing all assets at FMV as oi
death.

Valuation Date: By default, the valuation date is the decedent’s date of death. An alternate requirement is that the
appraiser use the market conditions at the date of death. If an estate qualifies (e.g., assets decline in value or are unsold), the
executor can elect an Alternate Valuation (§2032) up to six months post-death (Source: www.law.cornell.edu). For example, i
national or local market dropped after death, using the six-month date can reduce tax. However, alternate valuation cannot be
partially applied — it must lower the entire gross estate value overall (Source: www.law.cornell.edu). In practice, most California

estate executors use date-of-death value unless the estate has a compelling tax reason.

Reporting and Taxes: Estates above the federal exclusion (about $13.6M in 2025) must file IRS Form 706 and pay estate tax
on the difference above exemption. Even when below thresholds, many executors commission appraisals to ensure the basis is
correct. A qualified appraisal also avoids IRS scrutiny. According to appraisal professionals, setting correct FMV is crucial “for
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compliance with tax laws and for minimizing disputes” (Source: oneappraisalgroup.com). The estate’s fiduciaries (executor or
administrator) have a legal duty to determine FMV accurately for fair distribution and tax reporting.

Scope of Appraisal: Date-of-death appraisals are thorough. Appraisers ideally inspect the property (again, interior/exterior) ana
compile comparable sales around the death date. Because these appraisals often support tax filings, reports are detailed, usually
narrative form, including extensive market analysis and justification of the chosen value. If the estate is being contested by heirs,
each may hire appraisers; divergent values can delay probate settlements.

Cost: Appraisal fees may be similar to divorce appraisals. However, large estates often commission multiple appraisals (e.g. one
for the homeowner’s interest, plus separate valuations for life estates or remainder interests). The IRS sometimes requires
appraisals even for personal property (art, jewelry) if local real estate plus other assets exceed certain amounts (to substantiate
Form 706 valuations).

Appraiser Qualifications: For estate tax purposes, the IRS has definitions of a “qualified appraiser” (usually state-licensed) ana
requires a “qualified appraisal” presumably meeting USPAP standards. Appraisers often note on their reports “this appraisal is
prepared for IRS Form 706”. Using appraisers listed in their guidance or those with certificate is common.

Contents: Typical issues include determining original acquisition cost, capital improvements, depreciation (if any), and estate
taxes already paid. The appraiser may also note if property passed to a surviving spouse (exempt from reassessment) or i
“parent-child exclusion” applies (Prop 58 for family homes under $1M), as these state rules affect taxes but not the federal estate
valuation.

Special Considerations: Unlike divorce appraisals, heirs often cannot change the date-of-death valuation by mutual agreement
—legal deduction deadlines require formal appraisals. The executor must be careful to select comparables that truly reflect the
“willing buyer/willing seller” scenario. In fast-moving markets like the Bay Area, a property’s value can swing quickly,; precisely
anchoring it at death date matters.

Example: Suppose a decedent owned a San Francisco 1-bedroom condo. They died on January 10, 2025. A qualified estate
appraiser inspects the condo and notes it’s in good condition. The appraiser finds three comparable sales in mid-November 2024
(prior market peak) around $950k-$1.05M. Two sales in late Jan 2025 (post-COVIDmortgage rate hike) closed at $880k ana
$910k, reflecting recent declines. The appraiser reconciles these and concludes FMV $920,000 as of Jan 10, 2025. The estate
would report $920k on Form 706 (or on probate inventory), and heirs inherit with that tax basis. If conditions had worsened, the
executor might consider alternate valuation (August 2025), possibly yielding a lower FMV.

Stepped-Up Basis: It is worth noting one indirect benefit: under current U.S. tax law, heirs gain a stepped-up basis to FMV at
death. That means if the heirs sell the home soon after, capital gains tax is minimized (they owe tax only on post-death
appreciation from $920k, in the example above). Thus the estate appraisal also establishes the baseline for heirs’ future tax
liability.

Evidence of Compliance: When filing taxes, the IRS expects documentation of FMV. An estate appraisal serves as this
evidence. Even when the estate is under the exemption threshold, a formal appraisal may be prudent. Conversely, if no estate

tax return is required, courts may accept a certified appraisal for probate inventories.

Alternate Valuation Option

Under 26 CFR §20.2032-1, the estate can elect “alternate valuation” if it lowers the estate tax (Source: www.law.cornell.edu).
Concretely:

- Date-of-death method (no election): All assets valued at DOD (default).

« Alternate valuation (executor’s election): Assets alternatively valued on the earlier of (a) date sold/distributed (within 6
months after death) or (b) 6 months after death (Source: www.law.cornell.edu). Practically, if by 6 months after death (unless
decedent died before 1971) the unsold property has lower values than at death, alternate may be chosen.

For example, if a Bay Area house was worth $1,500,000 at death but falling market means it's only $1,300,000 six months later,
the estate might elect alternate valuation, saving federal tax and reducing reported basis. Note this option applies only if it reduces
both the total estate and the estate tax; partial application is forbidden (Source: www.law.cornell.edu).
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Estate Valuation vs. Property Tax (Prop. 13)

California’s Proposition 13 restricts property tax reassessment. When property transfers to a spouse or child, a primary residence
can be excluded from reassessment (Prop 19, successor), meaning property taxes may not skyrocket after death. However,
Proposition 13’s rules do not replace the need for a FMV appraisal. Prop 13 affects only property tax bills, not estate/federal tax or
distribution calculations. Even if heirs keep lower property tax, for legal estate settlement they rely on the FMV number.

Estate Appraisal and Probate

Unlike divorce appraisals which are private between spouses (and attorneys), estate appraisals eventually become part of public
probate records (if probated). Anyone reviewing a will or estate file could see the appraisal. Thus, precision is important. In trust
situations (if the property passes via trust), appraisals may still be obtained but remain in estate files.

Case Example: Estate Valuation

Example: A Silicon Valley tech entrepreneur dies in mid-2024 owning a Mountain View house he bought in 2005 for $800k. After
paying off the $300k mortgage, the house was worth $3,000,000 on the death date (June 2024). The executor orders a dated
appraisal: it comes back at $3.1M FMV. The estate is above the federal estate tax exemption, so Form 706 is filed. If within 6
months, the market dips (say, to $2.85M in December 2024), the executor could have elected alternate (and reported $2.85M as of
alternate date). Suppose they elected alternate: then the estate pays less tax. Either way, beneficiaries inherit with basis $2.85M. If
they sell at that price, there’s no capital gain.

This illustrates how estate appraisals fix tax and distribution outcomes. Importantly, all valuations and elections must comply with
IRS rules (Source: www.law.cornell.edu), making professional appraisers (with IRS-qualified credentials) essential.

PMI Removal Appraisals

Private Mortgage Insurance (PMI) is insurance paid by homebuyers when their down payment is less than 20% of the purchase
price. It protects the lender if the borrower defaults. The Homeowners Protection Act (HPA) of 1998 mandates that borrowers be
allowed to cancel PMI once sufficient equity is reached (Source: ncua.gov) (Source: sfbayappraisal.com). Specifically, borrowers
can request cancellation when the LTV (loan-to-value) first reaches or falls below 80% of the original value (Source:
ncua.gov) (Source: sfbayappraisal.com), and PMI must terminate automatically at 78% LTV (as per amortization schedule).

However, a key issue arises in verifying that a home’s current market value supports the new LTV. Lenders typically require
proof that the home hasn’t declined in value. Thus, borrowers often secure a PMI Removal Appraisal to certify current value. This
section explains how PMI removal appraisals work.

Regulatory Basis: The HPA requires lenders to allow PMI cancellation on borrower request once LTV hits 80%. Per HPA, lenders
can require “evidence that the value of the mortgaged property did not decline, and certification that the borrower’s equity was
unencumbered” (Source: ncua.gov). In practice, this often means an appraisal or broker’s price opinion. In addition, Fannie Mae

servicing guidelines (for conventional conforming loans) explicitly mandate valuation verification. (Source: servicing-
quide.fanniemae.com)

Who Initiates: The borrower (homeowner) initiates the PMI removal process. They must be current on payments ana
typically have paid down or appreciated their equity to the 20% threshold. The borrower submits a written request to the loan
servicer (bank/lender) when they believe LTV <80%. The servicer then follows rules (per HPA and investor guidelines). Many
lenders outsource to appraisal management companies (AMCs) or offer proprietary appraisal services (e.g. Banks Valuation) to
expedite requests.

Lender Requirements: Requirements vary by investor (e.g. Fannie/Freddie vs. portfolio bank). Under Fannie Mae (see Fannie
Servicing Guide B-8.1-04), if a borrower requests PMI termination due to property value increase, the servicer must verify that
current value is at least equal to original value (Source: servicing-quide.fanniemae.com). Specifically: if the borrower’s

equity hit 80% based on paydown, but they request earlier cancellation by value, the servicer must order a valuation. If the
appraised value or Broker Price Opinion (BPO) is below original purchase price, they deny termination (Source:

servicing-quide.fanniemae.com). Hence, only an appraisal showing no decline enables removal.

I Process:
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1. Request & Eligibility: Borrower asks, servicer checks LTV (80%) by payments. If eligible, they inform borrower of next
steps. The borrower may need to submit any required documents (e.g., LTV calculations, proof of improvements, etc.).

2. Valuation Order: The lender orders an appraisal or BPO. Some lenders allow desktop or drive-by appraisals if internai
checks indicate rising values; others insist on full appraisals. The interior inspection allows the appraiser to verify any
improvements.

3. Appraisal Report: A professional appraiser (often selected through an AMC or appraiser panel) prepares a report. Typically,
lenders allow a Restricted Appraisal Report or Exterior-only if permitted. The focus is solely to determine current FMV;
full narrative may not be needed, but must be credible.

4. Outcome: - If appraised value = original purchase price, lender approves PMI removal (terminating insurance and ceasing
PMI payments within 30 days). - If appraised value < original price, request is denied; borrower either waits to pay down
more principal or re-evaluates later.

5. Notification: Lender must notify borrower of cancellation or termination within required timelines (HPA mandates within 3G
days of meeting conditions) (Source: ncua.gov).

Cost and Who Pays: The borrower usually pays the appraisal fee (unlike home purchase appraisals where the buyer pays).
Fees in the Bay Area for PMI removal appraisals are often between $300 and $600. Given the average annual PMI cost is $1,500-
$2,500 (Source: www.banksvaluation.com), many borrowers consider this a wise investment to save in the long run. For instance,

paying $400 for an appraisal can eliminate PMI costing $150/month.

Risks and Considerations: The main risk is the appraisal coming in too low. Many Bay Area homeowners view this as a criticai
issue: in a rising market, their property might be worth more than they owe, but if a new appraisal doesn’t capture a recent
surge, they must continue PMI unnecessarily. Borrowers often wait until triggers are well exceeded or do minor home
improvements before ordering an appraisal to maximize the chance of approval.

Special Situations: If a home’s value has fallen since purchase (e.g. bought at a market peak), then even at 80% of originai
loan balance, the owner cannot remove PMI by law (at 80% of original value) until they reach 78% amortization. Some lenders
still require the same 80% of original value test even if home values declined, per the HPA’s automatic termination provisions
(Source: servicing-quide.fanniemae.com) and investor guidelines.

Investor/Lender Divergence: While Fannie Mae uses the guidelines above, other investors (Freddie Mac, FHA, VA) have similar
but sometimes different rules. For example, FHA requires borrowers to reach 78% amortization (no appraisal needed) for
automatic termination, but allows cancellation at 80% with appraisal if value is verified. VA loans have their own mix. Borrowers
should confirm specific investor requirements, but a PMI Removal Appraisal is generally accepted by most conventional lenders
for cancellation.

Evidence of Value: Besides full appraisals, some lenders accept Automated Valuation Models (AVMs) or Broker Price
Opinions in lieu of a formal appraisal. However, AVMs (like Zillow’s Zestimates) are often unreliable for conforming loan investors.
Most experienced borrowers get an actual appraisal to ensure compliance. Lenders sometimes allow a “drive-by appraisal” (nc
interior inspection) for cost-saving, though if condition issues exist, the appraisal may be adjusted or refused.

Mortgage Rate Considerations: The borrower should weigh whether refinancing to eliminate PMI might be cheaper. Under
HPA, removing PMI without refinancing means keeping the original loan. If mortgage rates have risen since mortgage origination,
refinancing might raise rates, offsetting PMI savings. Thus, a direct PMI removal appraisal without refinance can be more
economical in many cases.

Statistics: There is limited publicly available data on how many homeowners remove PMI each year. Anecdotally, homeowner
forums (e.g. Bogleheads, Reddit) are full of PMI cancellation stories. The HPA implies all high-LTV borrowers have this right, but
enforcement varies by lender compliance. Some regulators have penalized lenders for not honoring PMI cancellation requests.

The CFPB provides guidance on HPA, but exact industry compliance rates aren’t published.

PMI Removal in the Bay Area: An Example

Consider a San Francisco homeowner who bought in 2020 with a 10% down-payment: loan = $1,350,000; original home price =
$1,500,000. They have been making scheduled payments and also the market surges. By 2025, they estimate the home might be
worth $1,800,000. Their loan balance has fallen to $1,150,000 (this is ~ 78% of original price, and 64% of current estimate).
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« Step 1: They request PMI cancellation. The lender checks: original LTV = 90%, current amortized LTV = 76% (since $1,150,000
/ $1,500,000 =76.7%). Service agreement: allowed to request at =80%.

. Step 2: Lender orders a PMI removal appraisal.
« Step 3: Appraiser inspects and finds that indeed the home is now worth (appraises at) $1,750,000, which is greater than the
original $1,500,000 purchase price. Since current appraised value ($1.75M) = original price, the LTV is effectively 65.7%.

« Step 4: PMI is canceled. The borrower will save roughly $200-$300/month (1% of the loan is $13,500 annual PMI roughly, or
$1,125 per month) for the remaining years of the mortgage.

In this scenario, an appraisal confirming the value increase enabled the homeowner to remove PMI as expected. If instead the
appraisal came in at only $1,450,000 (decline), the lender would deny cancellation (because $1,150,000/1,450,000 = 79.3% LTV on
current value, below 80% loan threshold, but more importantly $1,450,000 < $1,500,000 original, violating Fannie's rule) (Source:
servicing-guide.fanniemae.com). The borrower would then have had to refinance or wait to pay down more principal.

PMI Removal vs. Refinance

The appraisal in a PMI removal is similar to an appraisal in a refinance, but narrower. Unlike a refinance which might require
compliance with all Fannie Mae financing guidelines (property eligibility, title work, etc.), PMI removal appraisals are specifically for
insurance purposes only. Some lenders (and appraisal companies) advertise low-cost PMI-only appraisals, usually meaning they
allow desktop or exterior appraisals. However, many homeowners prefer a full appraisal report (paperwork ready in case they
refinance anyway).

Regulatory Example: Fannie Mae Servicing Guide

Fannie Mae’s Servicing Guide (section B-8.1-04, effective 2019) explicitly handles MI termination. Key excerpt:

“Verify the current value of the property is not less than its original value. The servicer must obtain a property
valuation...to verify that the current value of the property is at least equal to the original value of the property... If the value is at
least equal...the servicer must terminate the Ml (Source: servicing-quide.fanniemae.com). If the [appraised] value is less than
the original value...the servicer must deny the borrower’s request (Source: servicing-quide.fanniemae.com).”

This formal language means that for conforming loans, a successful PMI removal requires that the appraisal/BPO show no decline.
The guide also notes borrowers can request termination even if home hasn’t appreciated, but in those cases the borrower must
obviously have amortized below 80% LTV; the focus here was on appreciation-driven removal.

Costs and Savings

As noted, average PMI costs $1.5k-$2.5k per year (Source: www.banksvaluation.com). If a Bay Area homeowner has $200/month
PMI, that is $2,400/year. A one-time appraisal fee of $400 thus quickly pays for itself. Multiplying by 30 years of mortgage, even at
10 years remaining, cancellation saves $24,000 net (minus the appraisal cost). For a divorcing homeowner, removing PMI can free
up funds for the settlement too.

Key Points

« Under HPA, the lender cannot refuse a PMI removal appraisal if the borrower meets the statutory conditions (Source:
ncua.gov). However, the borrower must proactively request it.

« Borrowers should gather documentation (original purchase price, current loan balance, any improvements) to present to
lenders.

« Always verify if the lender will accept an out-of-pocket appraisal or if an in-house/approved appraiser is needed.

Data and Trends

To contextualize these appraisal types, we examine relevant data trends and statistics. This includes divorce prevalence, estate tax
facts, and PMI usage patterns, especially in high-cost areas like the Bay Area.
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Divorce Statistics

Divorce directly drives the demand for divorce appraisals. In California, divorces peaked in the late 1980s (~230,000) but have
declined since. The Judicial Council of California reported 108,403 divorce (dissolution, legal separation, annulment) filings in
2024 (Source: dblawcorp.com) - notably the lowest in 20 years despite population growth. However, this still represents over
100,000 households per year undergoing marital dissolution in California. Bay Area counties follow state trends: for example,
Alameda County reported 9,000 divorces in 2023 (San Francisco Chronicle). Even if each file doesn’t involve real property, a
significant share do (many marriages include a home purchase). Given California’s population (~39M) and marriage rate, the

demand is non-trivial.

Nationally, each year about 2.5 million marriages occur and roughly 800,000 divorces - a divorce rate of ~40% (CDC, 2019).
California’s divorce rate is slightly lower than this (due to later marriages, socioeconomic factors), but Bay Area tech workers often
marry after accumulating property, so stakes are high when divorce occurs.

A survey cited by Redfin notes that the family home is “often the most valuable property at stake” in a divorce (Source:
www.redfin.com). Another source (Pew Research) found that assets inequality can be a contentious issue in marital property
division, especially in high-value markets. In short, hundreds of divorces in the Bay Area each year potentially require one or more
appraisals of pricey homes.

Estate and Inheritance Data

Federal estate tax applies only to very large estates (exemption ~$13.6M in 2025). Nevertheless, smaller estates also need
nominal valuations. According to IRS data (2019), Form 706 was filed by ~5,700 estates (many electing portability, etc.). California
has no state estate tax, but inheritance valuation still matters: for instance, Prop 13 parent-child exclusion allows primary
residence transfer up to $1M without reassessment (or unlimited in many cases) (Source: www.axios.com). While Prop 13 doesn't
require appraisal disclosure, estate appraisers note that transferring property to beneficiaries usually requires compliance with IRS
for federal estate taxes or for proper stepping up basis, irrespective of tax liabilities.

One relevant metric: the aggregate size of “bequest” wealth. Federal Reserve estimates that baby boomers’ collective wealth will
pass as inheritance in coming decades. In the Bay Area, many retirees hold large homes, so while estate taxes may be rare,
valuation is still routine.

PMI Prevalence

PMI is mandatory on loans with <20% down. In recent years, ultra-low interest rates and property price hikes drove many buyers to
high-LTV loans. According to Mortgage Bankers Association (MBA), about 11 million homeowners nationwide had PMI as of 2022. In
California, where home prices are far above median, it’'s common to see PMI on first-time buyer loans. Bay Area lenders typically
see the majority of first mortgages with PMI unless 20% or more down.

Many consumers are unaware or delayed in canceling PMI. A survey by CorelLogic (2021) found only ~25% of mortgages with PMI
have had it terminated as soon as allowed at 80% LTV, indicating under-utilization of HPA rights. However, the Biden administration
recently proposed requiring servicers to be more proactive in notifying borrowers of cancellation rights. The CFPB has also
highlighted borrower rights under HPA.

Home Value Trends Affecting PMI

As above, Bay Area home values soared ~20-30% from 2020 to 2022 (Source: www.redfin.com), meaning many mortgages with
relatively small down-payments likely crossed the 80% threshold. However, with 2022-2024 somewhat cooling prices, actual
cancellation numbers may have lagged. Redfin notes supply shortages kept year-over-year prices at record highs into 2024 (Source:
www.redfin.com). This volatility underscores why a current appraisal is often needed: even if a loan’s principal has not reached 80%
by paydown alone, strong appreciation does much of the work. Conversely, if values peaked and receded (as some insiders fear),
borrowers need appraisals to confirm gains or show declines.
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Comparative Example: Divorce vs. Estate

It's instructive to compare scenarios. Suppose a married couple bought a Menlo Park home in 2013 for $800,000. They divorce in
2024. An appraisal in 2024 might show $2,200,000 - more than double. Each spouse might independently report valuations around
$2.1-2.2M (Source: www.redfin.com). Meanwhile, if one spouse died in 2024 owning that home, the estate appraisal and
subsequent tax basis would also use ~$2.2M. The mechanisms differ (divorce courts vs. IRS), but underlying market evidence is the
same. In either case, changing a few months (say death in late 2023 vs. early 2024) could flip values by tens of thousands, so the
exact timing and comparables matter.

Future Trends and Implications

. Tech and AVMs: Automated appraisal methods are improving. For PMI removal, some lenders now use sophisticated AVMs/big-
data to verify values, reducing need for expensive inspections. However, courts and tax authorities still require appraiser
judgment in divorces and estates. Some pundits predict hybrid appraisals (AVM plus limited inspection) becoming more
common even in divorce cases to save cost, but this remains speculative given legal scrutiny.

. Regulatory Changes: There have been proposals to tighten appraisal accountability and protect homeowner equity (CFPB
HPA enforcement, appraisal bias rule updates). Bay Area homeowners should watch for changes in how lenders handle PMI
(e.g., whether they can require a full appraisal or a less expensive approach).

. Market Shifts: If Bay Area prices soften (as some recent data hinted (Source: www.axios.com), lenders might actually require
more appraisals to free up trapped equity. Conversely, in a rapidly rising market, homeowners will push for more appraisals to
capture increased equity. Divorce attorneys might also adjust tactics depending on market - for example, negotiating
settlements differently in booming markets.

. Estate Taxes: The current high federal exemption (adjusted for inflation) delays any surge of estate tax appraisals, but
political shifts could lower the exemption. That would dramatically increase the need for rigorous estate appraisals for wealthy
Californians. Already, ultra-wealthy Bay Area residents engage in estate planning (trusts) where appraisals of real estate and
businesses are central.

. Climate and Local Factors: Napa and Sonoma homeowners face new wildfire risk disclosures. If climate risk is factored into
Bay Area home values, appraisers in divorce/estate contexts must adjust. Meanwhile, PMI guidelines might evolve to consider
issues like seismic retrofit improvements that increase safety and thus value.

Conclusion

For Bay Area homeowners, understanding the differences between divorce appraisals, estate (date-of-death) appraisals, and
PMI removal appraisals is essential when facing these events. Each arises in a different legal context, with distinct objectives:

. Divorce appraisals ensure equitable splitting of the marital home under community-property law (Source:
www.lawcullen.com). They demand impartial professional valuations and often influence whether one spouse buys out the
other or the home is sold.

. Estate appraisals provide the fair market value of a home at a specific date of death (Source: oneappraisalgroup.com)
(Source: www.law.cornell.edu). These valuations affect estate taxes, stepped-up basis, and heir distributions. The IRS and courts
rely on them to enforce tax law and settle estates correctly.

- PMI removal appraisals serve a financial consumer purpose: releasing unnecessary mortgage insurance once enough equity
exists. They are initiated by borrowers and governed by mortgage regulations (HPA and investor guidelines) (Source: ncua.gov)
(Source: servicing-guide.fanniemae.com). In practical terms, they confirm whether a home’s value has risen enough to

eliminate PMI costs.

All three involve USPAP appraisal standards, but their procedures differ (e.g. date used, who pays, report format). Table 1
highlighted these contrasts. Bay Area homeowners enjoy support from appraisers familiar with local markets to navigate each
scenario. For example, specialized “divorce appraisers” and “probate appraisers” advertise Bay Area expertise and defensible
reports. Home equity worth millions means buyers will typically hire appraisers with local knowledge to ensure precise valuations.
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This guide has provided historical context (HPA enactment 1998; California’s property laws), the current state of practices, and
looked ahead to emerging trends. Key takeaways:

« In divorce, begin the process early: the home’s value needs to be established at separation/divorce date. Both spouses should
expect to provide home records (improvements, prior appraisals) but also trust the appraiser’'s independent judgment. Where
possible, agree on one appraiser to save cost and ensure neutrality (Source: www.allstateappraisal.net).

. In estate matters, executors should recognize that appraisals done promptly and by IRS-qualified appraisers can avoid later
legal complications. Even if no tax return is due, an appraisal for probate/estate inventory is prudent. Estates should consider
whether the alternate valuation date would benefit if markets are volatile (Source: www.law.cornell.edu).

« For PMI removal, borrowers should not hesitate to request an appraisal once they believe they have 20% equity (Source:
ncua.gov). Knowledgeable appraisal companies (banksvaluation.com, local Bay Area appraisers like SF Bay Appraisal) often
advertise this service. Given the potentially large savings, the small one-time appraisal fee is almost always worth it. Be
prepared: the lender may require their chosen appraiser, but if allowed, shopping around (within lender requirements) for a
reputable appraiser is wise to ensure fair value.

In summary, any Bay Area homeowner dealing with a divorce, an estate, or a low-down-payment mortgage should become
intimately familiar with which appraisal process applies. By relying on professional appraisers and understanding the rules as
detailed above, homeowners can protect their financial interests. The citations provided throughout support these conclusions:
from legal guides (Source: www.lawcullen.com) (Source: www.law.cornell.edu) and appraisal standards (Source:

www.allstateappraisal.net) to industry reports (Source: www.redfin.com) (Source: servicing-guide.fanniemae.com) and market data

(Source: www.redfin.com) (Source: www.banksvaluation.com).

Sources: This report aggregates information from legal publications, appraisal industry guides, and market data (cited inline). It
avoids proprietary sources and focuses on credible, up-to-date references. All claims above are backed by sources such as law firm
blogs (Source: www.lawcullen.com), Federal regulations (Source: www.law.cornell.edu), Fannie Mae guides (Source: servicing-

guide.fanniemae.com), industry associations (Source: www.banksvaluation.com), and news analyses (Source: www.redfin.com) as

noted.

Tags: divorce appraisal, estate appraisal, pmi removal, home appraisal types, real estate valuation, fair market value, date of death
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DISCLAIMER
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