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Assighment Conditions

ln General - From
USBAP Scope Rule

An appraiser must not allow assignment conditions to limit the scope of work to such a degree that the
assignment results are not credible in the context of the intended use.

Comment: If relevant information is not available because of assignment conditions that limit
research opportunities (such as conditions that place limitations on inspection or information
gathering), an appraiser must withdraw from the assignment unless the appraiser can:

e modify the assignment conditions to expand the scope of work to include gathering the
information; or

e use an extraordinary assumption about such information, if credible assignment results
can still be developed.

An appraiser must not allow the intended use of an assignment or a client’s objectives to cause the
assignment results to be biased.




Assignment Conditions
ln General - From

USPAP Conduct Rule

An appraiser must perform assignments with impartiality, objectivity, and independence, and
without accommodation of personal interests.

An appraiser:

¢  must not perform an assignment with bias;
¢ must not advocate the cause or interest of any party or issue;

¢ must not accept an assignment that includes the reporting of predetermined opinions and
conclusions;




Assignment Conditions
ln General - From

USPAP Management Rule

An appraiser must not accept an assignment, or have a compensation arrangement for an
assignment, that is contingent on any of the following:

the reporting of a predetermined result (e.g., opinion of value);

a direction in assignment results that favors the cause of the client;

the amount of a value opinion;

the attainment of a stipulated result (e.g., that the loan closes, or taxes are reduced); or

ol e

the occurrence of a subsequent event directly related to the appraiser’s opinions and specific
to the assignment’s purpose.
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Appraised Value $

Definition
of Value
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Adjustment to Comparable
Sales

e Conditions of
market value

e Cash
equivalency

e Other

e Property rights in
sale, not in
subject

e Other assignment
conditions

e Property

1. Market
conditions

2. Inflation/
deflation

Property rightsin
subject not in sale
Other differences

known as of
appraisal date.




Premises or Assumptions

D ate of the Appraisal

Definition of Value

Property Interest to be Appraised
The Property to be Appraised

Other Assignment Conditions
Extraordinary assumptions
Hypothetical conditions
Inclusion or exclusion of approaches
Legal requirements

Jurisdictional Exception Does Not Usually
Apply







g
HE
o
i

.
o




&
&
&



bl

-
L

i
o
B
B

-

00 -



L]




o

.




()

b
il
|

il
i

o

i

o
b
-

o




.

1
1
.
]
-
o
|
i
i
!

=

()



1
i
]
|

=

-
-







-
Property to Be Appraised

Land

Building
Easement, etc.
Legal description

If owner chooses the
“larger parcel” or “parent
— tract”
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(f)

(g)

Hypothetical & Extraordinary
Assumptions

identify any extraordinary assumptions necessary in the assignment;
Comment: An extraordinary assumption may be used in an assignment only if.

it 1s required to properly develop credible opinions and conclusions;

the appraiser has a reasonable basis for the extraordinary assumption;

use of the extraordinary assumption results in a credible analysis; and

the appraiser complies with the disclosure requirements set forth in USPAP for
extraordinary assumptions.

identify any hypothetical conditions necessary in the assignment; and
Comment: A hypothetical condition may be used in an assignment only if:

e use of the hypothetical condition is clearly required for legal purposes, for purposes of
reasonable analysis, or for purposes of comparison;

e use of the hypothetical condition results in a credible analysis; and

e the appraiser complies with the disclosure requirements set forth in USPAP for
hypothetical conditions.
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Condemnation

Before & After

Neither is what the property
IS worth!

Compensability
Proof has nothing to do with
it!

Benefits
Can offset damages & even

- nart taken i Fedearal



ATtHE mstruCuons —rroperty
Tax

Value property in place In
use

Value as of the statutory date
Value the fee simple interest

However, equity arguments
are made regardless of
market value of property

Most equity reports I've seen
- are Appraisal Reports of
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Other Instructions — Etc.

Zoning

Utilities

Condition and quality of
destroyed property
Etc., etc. etc.

THIRD PARTY OTHER
EXPERT REPORTS!!




/Categories

General Informational Reports

General informational reports are usually descriptive in nature and provide information pertaining to an
overall area. They include data on demographics, economic trends, and other such matters. They are
not specific to the property being appraised.

Reports Prepared by Licensed or Certified Non-Real Estate Appraisal Professionals

Reports prepared by licensed or certified non-real estate appraisal professionals are specific to the
subject property and may be either descriptive or factual in nature. They include engineering services,
environmental studies, soil reports, impact studies, survey reports, zoning opinions, audited financial
statements, and other reports relating to matters beyond the scope of appraisers’ expertise, or
services not typically offered by appraisers.

Reports Prepared by Other Non-Real Estate Appraisal Professionals

Reports in this category are prepared by experts who are not licensed or certified but have specific
experience or expertise that an appraiser may rely upon. Examples include reports pertinent to the
appraisal problem from academicians, operators of special use properties, and personal property
valuers.

Other Reports

Other reports pertaining to the subject property may be prepared by the client, by another real estate
professional, or by others. These reports include financial statements, rent rolls, prior appraisal
reports on the subject property, highest and best use studies, rental surveys, computer programs (or

\ other electronic media), cost studies, and others.
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~Ihird Party Reports ™
Guide Note 4 From The Appraisal
Institute

Basis for Proper Evaluation
Before relying upon reports prepared by others the appraiser must consider:

1.

the criteria under which the reports were prepared;
the source and extent of the instructions given to the preparer of the reports;

how the appraiser might rely on this information in making decisions and preparing his or her
report; and

the process and procedures used to evaluate the reports prepared by others.
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Third Party Reports

Guide Note 4 From The Appraisal Institute

General Informational Reports
General informational reports usually require limited verification. Most discrepancies are easily
clarified.

Reports Prepared by Licensed or Certified Non-Real Estate Appraisal Professionals

Reports prepared by licensed or certified non-real estate appraisal professionals typically offer
conclusions as to the adequacy of a specific property component or issue pertaining to the property.
These conclusions are generally based on accepted procedures or standards and represent informed
opinions on matters beyond the appraiser’s expertise. Absent reasonable doubt, these reports usually
can be accepted conditioned upon the qualification that they were prepared by recognized
professionals. Should observed or apparent material discrepancies exist between the appraiser’s
investigation and the submitted report prepared by a licensed or certified non-real estate appraisal
professional, such material discrepancies must be disclosed.

Reports Prepared by Other Non-Real Estate Appraisal Professionals

An appraiser’s reliance on reports prepared by these experts is distinct from that of the preceding
paragraph in the greater care the appraiser should exercise in determining the pertinent expertise of
the author.

Other Reports

Other reports prepared by, or at the direction of, the client, other real estate professionals, or others,
require a careful review for reasonableness. To the degree possible and practical, computer programs
or other electronic media should be reviewed for errors or inconsistencies. The level of investigation
should be appropriate to the problem. The appraiser must understand the assumptions on which

K these reports are based as well as their applicability and validity to the assignment.

/




-
Third Party Reports

They are a part of thi
assumption set.

They create a chain
problem —the strength of
the appraiser is only as
strong as the weakest link!




4 .
Summary of Legal Instructions

Appraisers must take legal
Instructions!

They must be reasonable
from a practical standpoint
(not from a legal standpoint)!

They don’t include what Is
against our ethics!

E.g. “Don’t write a report”
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Question & Answer Period

1. Adjust meeting of the minds vs. Closing
date

2.FIRREA vs. USPAP

3. USPAP doesn’t define Market Value

3. Other

4. Market for market value

5. Paradox = Definition vs. market (duress)
6. Highest price vs. most probable price




