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Welcome to our course on “Uniform Standards of Professional Appraisal Practice.”



If you have enrolled to take this course for real estate or real estate appraisal continuing education credit or for other course credit, please read over the instructions on the next page carefully.  They explain in detail the requirements that have to be completed so that you can earn such credit.  You will be issued a course completion certificate if you meet these requirements.  



If you have come to our website just to browse through the text, please feel free to do so at your leisure.  There are no security devices that prevent you from seeing the course material and we hope it helps you in your self-study.  



Please share with us any comments or concerns you may have concerning this material.  We are interested in your feedback.  Our contact information is shown above.



Many thanks for your interest in our educational programs.  And, best of luck from all of us at Lee & Grant.



Sincerely,



Patricia L. Mosure						Stephen G. Patten

President   							Director of Education

















REQUIREMENTS FOR COURSE CREDIT

1.  Thank you for enrolling in Lee & Grant education on-line.  This course is 

     structured in four separate phases for your study: text material, case studies, 

     quizzes, and end-of-course exam.  All four portions must be completed in order to 

     earn credit for this course.  Be sure to download a registration form from our 

     website and send that in with your payment.  We will not issue a course 

     completion certificate without your registration form on file. 



2.  Study the textbook material in the sequence presented.  Your course has four

     sets of case studies that are positioned throughout the text.  When you come to 

     these case studies after having read the textbook pages preceding them, study 

     them until you are confident in your knowledge.  They are very important.  



3.  Once you have finished a set of case studies, then complete the quiz that 

      immediately follows.  It is open book and you may refer to course materials in 

      order to complete it.  E-mail us your answer sheet.  We will grade it and e-mail 

      back your score along with an explanation of our answer for every question.   

      Also e-mail your suggestion form for a proctor to administer your end-of-course

      exam.  You’ll find the form two pages after this one. 



4.  Follow this procedure for the remainder of the course:  studying the course 

     material in the sequence presented, completing the case studies as you come to 

     them, and then taking the open-book quiz and e-mailing the answer sheet to us for 

     grading.



5.  When we receive the fourth and final quiz answer sheet from you, we will fax

     your proctor the end-of-course exam, if you are not taking it at a Lee & Grant 

     location.  Contact your proctor to arrange for you to take the exam.  This exam 

     contains 50 questions and is multiple choice.  It is open book and, like the quizzes, 

     you may refer to course materials to complete it within the two-hour time limit.

     Your proctor will fax back your answer sheet to us for grading.  We will e-mail 

     your score to you and, if you have passed, fax you a course completion 

     certificate.  You must score at least 70% on the end-of-course exam to earn credit 

     for the course. You may retake any exam you did not pass.  We will send another 

     exam to your proctor if you request that we do so.



6.  Course fees are non-refundable.  You have three months from your enrollment 

     date to complete the course and pass the end-of-course exam.  Any student 

     wishing to re-enroll after the three months may do so for the full course fee 

     effective at that time. 



7.  Please e-mail us at leeandgrant@leeandgrant.com any time we may be of help.  

     Remember this is an on-line course.  All assignments must be sent to us by e-mail.  

     Again, thank you for coming to Lee & Grant Company.  And now, in order to let 

     your instructor introduce himself, please turn the page.









FROM THE INSTRUCTOR





On behalf of Pattie Mosure, who is the president of Lee & Grant Company, I’d like to welcome you to our course on “Uniform Standards of Professional Appraisal Practice.”



My name is Steve Patten.  I’ll be your instructor for this course, which we hope you will find most beneficial to you and helpful in meeting those goals you have set for yourself.  You have all the details on the previous page of how to complete the course.  We at Lee & Grant are very interested in your success in understanding the material and passing the course.



I also want to introduce Ms. Lyn Graham, our coordinator for on-line education.  Lyn will be the one who will be communicating with you on a regular basis, grading your quizzes that you send in, coordinating with your end-of-course exam proctor, and arranging, once you have passed our course, to get your course completion certificate to you as quickly as possible.  



In addition to ensuring the course material is properly presented to you, my role as an instructor also includes answering any questions you may have along the way.  So, I am as close as your e-mail.  Anytime you have a question or maybe just want to make an observation or suggestion, ring me up at:



leeandgrant@leeandgrant.com



In the title section of your e-mail put “Question for Steve” or something like that and also please mention the course, if not in the title, at least somewhere near the start of your message.  I will get back to you as quickly as possible. It is good to have you here.  Please contact Lyn or me as often as you want.



Well, that is all I have to say, other than Good luck and enjoy!





(Your proctor form is on the next page and the table of course contents is on the following page.)







PROCTOR SUGGESTION

Your end-of-course exam may be taken at Lee & Grant Company’s corporate headquarters in Atlanta, Georgia.  Please contact us to arrange for when you would like to come in.  If this would not be convenient for you, we can arrange for you to take the exam at the conclusion of one of our classes around the country, if a 

classroom and instructor are available. 



We may also approve an outside proctor whom you can suggest, such as a librarian at a local library or the education officer of a real estate board.  Please complete the following information and send this form in with your first quiz.  



Student name:___________________________________________________________



License number:_________________________________________________________



Mailing address:_________________________________________________________



		    _________________________________________________________



Course name:___________________________________________________________



Check one of the following:



(___)  I would like to take the exam at Lee & Grant’s offices in Atlanta.  I will 

          contact Lee & Grant to make arrangements.



(___)  I would like to take the exam at the conclusion of a Lee & Grant course given 

          outside of Atlanta.  Please send me course locations.



(___)  I want to suggest the following proctor to administer the exam.  I understand 

          Lee & Grant Company has the right to approve or disapprove any proctor  

          suggestion I offer and I agree to abide by any such Lee & Grant decision.



        Proctor name:______________________________________________________



          Title and organization:_______________________________________________ 



          Mailing address:___________________________________________________



			  ___________________________________________________



       Telephone number:_________________________________________________                          



          Fax number:______________________________________________________	
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I
.  Rules



    A.  Ethics:  compliance with the Uniform Standards is required when law or 

                        regulation obligates the service or the appraiser, or by agreement with

                        the client or intended users; in addition, the person doing the 

                        appraising should comply any time he/she represents he/she is 

                        performing the service as an appraiser



          1.  Conduct



	   a.  An appraiser must perform ethically and competently, impartially and

	        objectively, in accordance with Uniform Standards and with any

	        supplemental standards to which the appraiser has agreed.



  	   b.  An appraiser may not accommodate personal interests nor agree to the

	        reporting of any predetermined opinions and conclusions nor engage in

	        criminal conduct nor, in appraising, be an advocate for any party/issue.



	   c.  Misleading or fraudulent action unethical



	        (1)  An appraiser may not use nor communicate a misleading or 

		   fraudulent report.	  



	        (2)  An appraiser may not knowingly permit another to communicate a 

		   misleading or fraudulent report.



	   d.  Unsupported conclusions relating to any of the following are prohibited:



	        (1)  Race, color, religion, national origin



	        (2)  Gender, marital or familial status, age



	        (3)  Handicap or receipt of public assistance



    	        (4)  Also prohibited is an unsupported conclusion that homogeneity of 

		   the above characteristics is necessary to maximize value.



          2.  Management



               a.  Undisclosed fees may not be paid for procurement of appraisal, 

                     appraisal review, and consulting assignments.  



	   b.  The appraiser’s compensation may not be contingent on:

	         (1)  Reporting of a predetermined value
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                     (2)  A direction in assignment results that favors the client’s cause 



                     (3)  Amount of value opinion



	         (4)  Attaining a stipulated result

	     

                     (5)  Subsequent event occurring that is directly related to the valuation

	

	   c.  False advertising or false solicitation of appraisal assignments is

 	        unethical.



          3.  Confidentiality



	   a.  The appraiser must protect the confidentiality of the client relationship.



               b.  The appraiser must act in good faith concerning the client’s legitimate

                    interests in regard to the use of confidential information and in   

                    communicating the results of an assignment.



               c.  The appraiser must comply with all applicable confidentiality/privacy

 	        laws and regulations.



	   d.  Parties to whom the appraiser may disclose confidential information



                    (1)  Client and persons authorized by the client



	        (2)  Parties authorized by due process of law



	        (3)  State enforcement agencies



	        (4)  Authorized peer review committee, except when such disclosure

	              would violate law or regulation



         4.  Record keeping



              a.  The appraiser must prepare written records, maintaining for each 

                   assignment a workfile, documentation to back up the appraiser’s work. 



                    (1)  Name of the client and other intended users



                    (2)  Copies of written reports and summaries of oral reports



	        (3)  Other documentation to support the appraiser’s opinions and 

                           conclusions and to show compliance with the Uniform Standards   
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              b.  The minimum retention period for an appraiser’s written records is five

                    years from their development or two years after final disposition of 

                    judicial proceedings in which testimony was given, whichever occurs 

                    later.



  B.  Competency



        1.  Appraisers must, prior to accepting an assignment, identify the problem and

             have the knowledge and experience to complete the assignment competently.



        2.  Requirements if the appraiser lacks knowledge and/or experience and wants

              to accept the assignment 



   	   a.  Advise the client of the lack of competency before accepting the 

                     assignment.



	   b.  Do what is required to complete the assignment competently.



	   c.  Reveal in the appraisal report the lack of knowledge and/or experience 

	        and what was done to complete the assignment competently.



   C.  Departure  



         1.  Appraisers may depart from specific requirements of the Uniform 

              Standards, but not from the binding requirements.



         2.  Requirements for the appraiser in order to invoke the Departure Rule



	  a.  The appraiser concludes the assignment involving the departure is not 

       	        so limited that the assignment results would not be credible.



	  b.  The appraiser advises the client of the departure(s) and will fully 

                   describe the departure(s) in the appraisal report.



              c.  The client agrees the departure is appropriate.



         3.  Applicability of specific requirements



              a.  If a specific requirement is not applicable to an appraisal assignment, the

                   appraisal not complying with such specific requirement would not 

	       constitute a departure, since the requirement is not relevant.



              b.  If a specific requirement is applicable to an appraisal assignment but not

	       necessary for a credible appraisal, departure is permitted.
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     	  c.  If a specific requirement is applicable and necessary, departure is not 

	       permitted.



        4.  The appraisal process



              a.  If the departure rule is invoked, the appraisal is deemed to be a 

	       “limited” appraisal.



              b.  If the departure rule is not invoked, the appraisal is a “complete”

                   appraisal.



    D.  Jurisdictional exception



          1.  That portion of Uniform Standards in conflict with law or public policy of a 

 	    jurisdiction will be void in that jurisdiction.



          2.  The remainder of Standards not in conflict remains in force.



    E.  Supplemental standards



         1.  Standards in addition to the Uniform Standards may also apply in specific

              appraisal assignments from government agencies, government sponsored

	  enterprises, or other entities that establish public policy.



         2.  The appraiser and client, that is, the party engaging the appraiser, should 

              decide whether any supplemental standards do apply.



         3.  Supplemental standards may not reduce or lessen the requirements of the

              Uniform Standards.

_____________________
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Case studies:



Note to student:  You will see case studies throughout your USPAP course.   

                             Their purposes are to reinforce the material that has preceded 

                              them, stimulate debate on the issues covered, and act as a self-test 

                              of your understanding of the Standards up to the point they are 

                              presented.  Consider the issues on your own and formulate what 

		      believe to be appropriate responses to the questions posed before 

		      you turn the page to our discussion that follows.  Then compare 

 		      our evaluations of the situations and note the areas of agreement

		      and disagreement between us.  There is certainly room for debate 

		      in how Standards apply to realistic appraisal situations and it is 			      just such honest debate and discussion that we hope to engender 

		      with these case studies.  If you strongly disagree with our position

		      on a particular issue, do e-mail the instructor for further 

                              discussion and examination of applicable portions of Standards.



1.  Mortgage Broker Pinkerton contacts Appraiser Greenhow to ask her to value 

     a lovely old 19th century home with a beautiful lake view in western Washington

     state but currently in rundown condition due to years of neglect.  Pinkerton’s 

     client, spying a profit to be made from buying the house and rehabbing it, has 

     asked Pinkerton to arrange the financing.  Pinkerton is anxious to make the deal

     and advises Greenhow that for this “to work” she must come up with a valuation 

     of  $225,000. at least or the bank putting up the money will not approve the loan.  

     Pinkerton urges Greenhow to support his efforts to obtain the necessary funds 

     and come up with the $225,000. number, adding that if the deal falls through he 

     won’t be able to pay her the appraisal fee.  It is a supreme effort for Greenhow to 

     restrain her anger at such pressure and advises Pinkerton she is not the woman 

     for the job.  “The Uniform Standards of Professional Practice does not allow 

     what you would have me do,” she tartly informs Pinkerton, adding that he can 

     find another appraiser.

     

    “Whom,” Pinkerton asks Greenhow, “can you recommend.?”

 

     a.  Is Appraiser Greenhow justified in her assertion that she would violate 

          Uniform Standards if she complied with Pinkerton’s conditions for the 

          appraisal?  If so, what would be the violations?  What could Greenhow do 

          to respond to Pinkerton’s request for a certain valuation without violating

          Uniform Standards and her own ethics?



     b.  How do you think Greenhow should respond to Pinkerton’s final question?  

          Would she violate Uniform Standards if she did find another appraiser who 

          will comply with Pinkerton’s conditions?  Given Pinkerton’s demands, what 

          help can Greenhow offer?
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2.  Client Polk owns a complex of warehouses and docks on the Mississippi River

      in New Orleans.  He is looking for a valuation of all these facilities, which total

      31 separate buildings, as well as the fixtures and equipment  Polk employs in 

      his fishing business.  Polk calls Appraiser Price, a well respected appraiser based

      in St. Louis, who is known to be an expert on riverfront properties in the 

      St. Louis area, as well as properties near the riverfront, such as the hotels close

      to the Arch.  Polk asks Price to perform the valuations of his New Orleans

      properties.   Price readily agrees, excited as he is to be traveling to New Orleans 

      for the first time in his life and to be valuing something other than hotels, office 

      buildings, and apartments, which is all he ever appraises in his St. Louis work



      a.  May Appraiser Price accept this assignment?  If so, under what conditions?



      b.  If Price is determined to get to New Orleans for Client Polk, must he bring in

           other appraisers who are qualified for this work?  Please explain.



3.  Appraiser Floyd has been asked to value the fee simple interest in a small farm

     overlooking the Cumberland River northwest of Nashville.  Floyd knows

     nothing about farms and little of Tennessee.  So, he places a call to 

     Appraiser Pillow, who is well known in that part of Tennessee for his appraisals

     of farms and ranches.  Pillow advises Floyd in response to Floyd’s request for 

     help that he appraised a farm very similar to Floyd’s subject near the Tennessee 

     River just west of where Floyd is talking about.  Unfortunately, Pillow adds, that 

     report was written up a little less than five years ago and hence he can’t share 

     any confidential information with Floyd.  Pillow suggests Floyd call him in about 

     six weeks, when the five-year period for maintaining confidential information 

     expires.  As long as there isn’t any litigation further delaying the expiration of the 

     confidential time period, says Pillow, there would be no problem sharing 

     information he has on that farm appraisal after the five-year expiration date.



    Floyd readily agrees and contacts Pillow two months later.  Pillow invites Floyd

    to his office where Pillow allows his fellow appraiser to read his entire report on 

    farm.  The only restriction Pillow imposes is that Floyd not leave the office with 

    the report not copy any portion of it.  Three hours later Floyd concludes his study  

    of Pillow’s report and gives it back to Pillow.  Floyd expresses his heartfelt thanks 

    and promises to return the favor some day.  They agree in parting that such 

    cooperation should be the model among appraisers.



       a.  Should it be the “model” among appraisers?  Why?



       b.  Critique the conduct of the two appraisers.  Do you see either as any more 

            praiseworthy or blamable than the other?  Please explain what you mean.  

__________________
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USPAP QUIZ #1



Use the answer sheet on the page following question #20 to record your answers.



1.  Under what circumstances may an appraiser agree to report a pre-determined

      value opinion?



      a.  When such arrangement is properly disclosed in the appraisal report



      b.  When such arrangement is properly disclosed in the consulting report



      c.  If the appraiser is competent to conduct the appraisal



      d.  Under no circumstances





2.  An appraiser may not rely on unsupported conclusions with regard to which of 

     the following?



     a.  Race, color, religion, and national origin



     b.  Gender and marital status



     c.  Age and familial status



     d.  All of the above





3.  When may the appraiser negotiate a fee arrangement for an appraisal in which 

      that fee will increase if the valuation exceeds a given dollar amount.



      a.  Never



      b.  Always



      c.  Only if it is properly disclosed in the appraisal report



      d.  Only if the client’s permission to do so is properly disclosed in the appraisal

           report.
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4.  To whom may the appraiser reveal confidential information concerning an 

      appraisal?



      a.  Persons authorized by the client



      b.  State enforcement agencies



      c.  Reputable appraisal publications



      d.  Both ‘a’ and ‘b’





5.  What is the minimum time appraisers must maintain an assignment workfile?



      a.  Three years



      b.  Four years



      c.  Five years



      d.  Six years





6.  If an appraiser believes he/she lacks the knowledge and/or experience to 

     complete an assignment competently, that appraiser:



     a.  Must turn down the assignment.



     b.  May take the assignment only if he/she seeks the cooperation of qualified

          appraisers.



     c.  Must refer the appraisal to appraisers qualified to complete the assignment

          competently.



     d.  May accept the assignment, but prior to doing so must disclose to the client

          the lack of knowledge and/or experience.





7.   The real property appraiser must perform in accordance with:



      a.  Uniform Standards.



      b.  Any supplemental standards to which the appraiser has agreed.
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        c.  Both of the above



        d.  Any applicable contingency fee agreements.





8.    An appraisal in which the Departure Rule is invoked is a _________________

       appraisal.



       a.  Limited



       b.  Complete



       c.  Supplemental



       d.  Jurisdictional





9.    When is compliance with the Uniform Standards required?



        a.  Law or regulation obligates the service or appraiser to comply



        b.  Client and appraiser agree to comply



        c.  The appraiser indicates he/she is performing as an appraiser.



        d.  All of the above.





10.   Who should decide if supplemental standards apply to an appraisal assignment?



         a.  Client only



         b.  Appraiser only



         c.  Client and appraiser



         d.  No one, since standards in addition to the Uniform Standards never apply

               to appraisers





Refer to the case studies on pages 4a through 4b to answer questions #11 through

#20.
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11.  In case study 1, why would Appraiser Greenhow be in violation of Uniform 

       Standards if she complied with Mortgage Broker Pinkerton’s requirements for

       her appraisal?



       a.  She would be agreeing to a pre-determined value.



       b.  She would be agreeing to contingent compensation.



       c.  Both of the above.



       d.  None of the above.





12.  In case study 1, whom can Greenhow recommend to Pinkerton as an appraiser 

       to carry out Pinkerton’s demands if she believes his demands are in violation of 

       Uniform Standards?



       a.  No one



       b.  Any appraiser to whom Greenhow explains Pinkerton’s demands.



       c.  Any appraiser who discloses Pinkerton’s demands in the ensuing appraisal

            report.



       d.  Any appraiser who can carry out Pinkerton’s demands consistent with the 

            requirements of supplemental standards.





13.  In case study 1, what service(s) may Greenhow provide Pinkerton, in light of his 

       demands?



        a.  None, since Greenhow’s complying with such demands would violate USPAP



        b.  She may comply with Pinkerton’s request for a pre-determined value if she

 	 discloses the request in her appraisal report.



        c.  She may agree to the possibility of not being paid in the event Pinkerton’s

	 deal falls through if she discloses in her appraisal report that she had agreed

	 to such a possibility.



        d.  She may research recent sales she considers similar to Pinkerton’s subject

	 and present them to Pinkerton to help him decide if he wants her to conduct

 	 this appraisal.
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14.  In case study 2, why is Appraiser Price at the time the assignment is offered to 

       him likely not qualified to complete this assignment?



       a.  He lacks the technical expertise.



       b.  He is unfamilar with the market.  

             

       c.  Both of the above



       d.  None of the above





15.  In case study 2, may Appraiser Price accept this assignment?



       a.  No, because he lacks the necessary background for such an assignment.



       b.  Yes, but only if he brings in other appraisers to assist him.



       c.  Yes, if Missouri and Louisiana have a reciprocity agreement that would allow

	Price to become licensed also in Louisiana.



       d.  Yes





16.  In case study 2, what USPAP Rule appears to be most applicable?



       a.  Supplemental standards



       b.  Ethics



       c.  Competency



       d.  Departure





17.  In case study 2, if Appraiser Price accepted the assignment, he:



       a.  Would be in violation of Uniform Standards.



       b.  Would have to advise Client Polk before accepting the assignment of his

            lack of background and experience necessary for such an assignment.



       c.  Must seek a qualified appraiser to act as a supervisory appraiser.
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       d.  Must seek a qualified appraiser currently licensed in Louisiana.





18.  In case study 3, in Uniform Standards to what does the five-year time limit 

       apply?



       a.  Sharing of confidential information



       b.  Recordkeeping



       c.  Competency



       d.  Jurisdictional exception





19.  Whose permission should Appraiser Pillow seek in order to share the appraisal

       report with Appraiser Floyd?



       a.  Pillow’s client 



       b.  Floyd’s client



       c.  That permission obtained in a court order or from the State appraisers board



       d.  Either ‘a’ or ‘c’





20.  Which appraiser is clearly in violation of Uniform Standards?



        a.  Pillow



        b.  Floyd



        c.  Both



        d.  Neither, since Uniform Standards have not been violated



        

_____________________
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USPAP







ANSWER SHEET





Put in the letter - ‘a,’ ‘b,’ ‘c,’ or ‘d’ - of your answer choice for each of the questions

numbered below.







QUIZ #1



			1.					11.



	              	2.					12.



		            3.					13.



	                        4.					14.



	 	            5.					15.



		            6.					16.



		            7.					17.



		            8.					18.



		            9.					19.



	                      10.					20.
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II.  Standard 1: In developing a real property appraisal, an appraiser must identify 

                           the problem to be solved and the scope of the work necessary to solve 

                           the problem, and correctly complete research and analysis necessary 

                           to produce a credible appraisal.



A.  Standards Rule 1-1:  In developing a real estate appraisal, an appraiser must:

      (binding)



      1.  Be aware of, understand, and correctly employ those recognized methods and

           techniques that are necessary to produce a credible appraisal.



      2.  Not commit a substantial error of omission or commission that significantly 

           affects the appraisal.



      3.  Not render appraisal services in a careless or negligent manner, such as by

           making a series of errors that, although individually may not significantly 

           affect the results of an appraisal,  in the aggregate affect the credibility of  

           those results.



B.  Standards Rule 1-2:  In developing a real property appraisal, an appraiser must:

      (binding)



      1.  Identify the client and other intended users.



      2.  Identify the intended use of the appraiser’s opinions and conclusions.



      3.  Identify the purpose of the assignment, including the type and definition of

           the value to be developed; and, if the value opinion to be developed is market 

           value, ascertain whether the value is to be the most probable price:



           a.  In terms of cash, or



           b.  In terms of financial arrangements equivalent to cash, or



           c.  In other precisely defined terms, and



           d.  If the opinion of value is to be based on non-market financing or financing

                with unusual conditions or incentives, the terms of such financing must be

  	    clearly identified and the appraiser’s opinion of their contributions to or

 	    negative influence on value must be developed by analysis of relevant 

                market data.



    4.  Identify the effective date of the appraiser’s opinions and conclusions.
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    5.  Identify the characteristics of the property that are relevant to the purpose and

         intended use of the appraisal, including:

  

        a.  Its location and physical, legal, and economic attributes.



        b.  The real property interest to be valued.



        c.  Any personal property, trade fixtures, or intangible items that are not real

	 property but are included in the appraisal.



        d.  Any known easements, restrictions, encumbrances, leases, reservations,

             covenants, contracts, declarations, special assessments, ordinances, or

        	 other items of a similar nature.



        e.  Whether the subject property is a fractional interest, physical segment, or

  	  partial holding.



   6.  Identify the scope of work necessary to complete the assignment.



   7.  Identify any extraordinary assumptions necessary in the assignment.



        a.  An extraordinary assumption assumes something to be true that is not

             known for certain to be true.



        b.  Requirements for an extraordinary assumption to be used



             (1)  It is required to properly develop credible opinions and conclusions.



  	 (2)  The appraiser has a reasonable basis for the assumption.



	 (3)  Use of the extraordinary assumption results in a credible analysis.



             (4)  The appraiser complies with the USPAP disclosure requirements for

	        extraordinary assumptions.



	        (a)  Clearly and accurately disclose any extraordinary assumption.



 	        (b)  The disclosure is required in conjunction with statements of each

		   opinion or conclusion that is affected (for written reports).



   8.  Identify any hypothetical conditions necessary in the assignment   



        a.  That which is contrary to what exists, but is supposed for the purpose

	 of analysis
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                b.  Requirements for a hypothetical condition to be used



	         (1)  Use of the hypothetical condition is clearly required for legal 

                            purposes, for purposes of reasonable analysis, or for purposes of 

                            comparison.	    



	         (2)  Use of the hypothetical condition results in a credible analysis.



	         (3)  The appraiser complies with the USPAP disclosure requirements for

	                hypothetical conditions.



	               (a)  Clearly and accurately disclose any hypothetical condition.



	               (b)  The disclosure is required in conjunction with statements of 

                                  each opinion or conclusion that is affected (for written reports).



    C.  Standards Rule 1-3:  When the value opinion to be developed is market value,

          (departure                  and given the identified scope of work, an appraiser  

           permitted)                 must:    



          1.  Identify and analyze the effect on use and value of existing land use 

	   regulations, reasonably probable modifications of such land use 

	   regulations, economic demand, the physical adaptability of the real estate,

	   and market area trends.



          2.  Develop an opinion of the highest and best use of the real estate.



    D.  Standards Rule 1-4:  In developing a real property appraisal, an appraiser

          (departure	         must collect, verify, and analyze all information 

           permitted)	         applicable to the appraisal problem, given the identified

			         scope of work.



          1.  When a sales comparison approach is applicable, an appraiser must analyze

 	    such comparable sales data as are available to indicate a value conclusion.



          2.  When a cost approach is applicable, an appraiser must:



	    a.  Develop an opinion of site value by an appropriate appraisal method or

	         technique.



	    b.  Analyze such comparable cost data as are available to estimate the cost

	         new of the improvements (if any).
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                c.  Analyze such comparable data as are available to estimate the 

                     difference between cost new and the present worth of the improvements,

	         this difference being the accrued depreciation.



          3.  When the income approach is applicable, an appraiser must:



	   a.  Analyze such rental data as are available to estimate the market rent of

	        the property.



	   b.  Analyze such comparable operating expense data as are available to 

	        estimate the operating expenses of the property.



	   c.  Analyze such comparable data as are available to estimate capitalization

       	        rates and discount rates.



	   d.  Base projections of future rent and expenses on reasonably clear and 

	        appropriate evidence.



         4.  When developing an opinion of the value of a leased fee estate or a leasehold

	   estate, an appraiser must analyze the effect on value, if any, of the terms 

	   and conditions of the lease.



         5.  An appraiser must analyze the effect on value, if any, of the assemblage of

	  the various estates or component parts of a property and refrain from 

	  valuing the whole solely by adding together the individual values of the 

              various estates or component parts.



         6.  An appraiser must analyze the effect on value, if any, of anticipated public 

	  or private improvements, located on or off the site, to the extent that market 

      	  actions reflect such anticipated improvements as of the effective date of the

 	  appraisal.



         7.  An appraiser must analyze the effect on value of any personal property, 

	  trade fixtures, or intangible items that are not real property but are 

 	  included in the appraisal.



         8.  When appraising proposed improvements, an appraiser must examine and

	   have available for future examination:



	   a.  Plans, specifications, or other documentation sufficient to identify the 

                    scope and character of the proposed improvements.



	   b.  Evidence indicating the probable time of completion of the proposed

        	        improvements.
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                    c. Reasonably clear and appropriate evidence supporting development 

  	            costs, anticipated earnings, occupancy projections, and the anticipated

	            competition at the time of completion.



        E.  Standards Rule 1-5:  In developing a real property appraisal of market 

 	  (binding)	             value, an appraiser must, if such information is 					 	 available to the appraiser in the normal course of 

				 business:



              1.  Analyze all agreement of sales, options, or listings of the subject property

                   that are current as of the effective date of the appraisal.



              2.  Analyze all sales of the subject property that occurred within the three

                   years prior to the effective date of the appraisal.



        F.  Standards Rule 1-6:  In developing a real property appraisal an appraiser 

	 (binding)	            must reconcile the quality and quantity of data available 

                                                and analyzed within the approaches used and reconcile

				the applicability or suitability of the approaches used to 

				arrive at the value conclusion.



III.  Standard 2:  In reporting the results of a real property appraisal, an appraiser 

		     must communicate each analysis, opinion, and conclusion in a

		     manner that is not misleading



        A.  Standards Rule 2-1:  Each written or oral real property appraisal report

	  (binding)                     must: 



              1.  Clearly and accurately set forth the appraisal in a manner that will not 

	        be misleading.



   	  2.  Contain sufficient information to enable the intended users of the 

	       appraisal to understand the report properly.



	  3.  Clearly and accurately disclose any extraordinary assumption, 

	        hypothetical condition, or limiting condition that directly affects the 

	        appraisal and indicates its impact on value.



       B.  Standards Rule 2-2:  Each written real property appraisal report must be

	 (binding)		prepared under one of the following three options and

				prominently state which option is used:  Self-Contained

				Appraisal Report, Summary Appraisal Report, or

				Restricted Use Appraisal Report.
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	 The content of the three appraisal reports must be consistent with the 

             intended use of the appraisal and, at a minimum:



	 1.  State the identity of the client and any intended users, by name or type -

                  same for Self-contained and Summary and same for Restricted Use, 

 	      except there are no other intended users for Restricted Use



	 2.  State the intended use of the appraisal - same for each of the three report 

                  options.

              

             3.  Self-Contained:  Describe the information sufficient to identify the real 

                                              estate involved in the appraisal, including the physical 

                                              and economic property characteristics relevant to the 

                                              assignment.



                  Summary:       Summarize the information sufficient to identify the real 

                                          estate involved in the appraisal, including the physical 

                                          and economic property characteristics relevant to the 

                                          assignment.



                  Restricted Use:  State information sufficient to identify the real estate 

		                      involved in the appraisal.



	 4.  State the real property interest appraised - same for each of the three 

                  report options.



	 5.  State the purpose of the appraisal, including the type and definition of 

	      value and its source - same for Self-Contained and Summary.



                  Restricted Use:  State the purpose of the appraisal, including the type of 

                                              value, and refer to the definition of value pertinent to the 

                                              purpose of the assignment.



	 6.  State the effective date of the appraisal and the date of the report - same 

	      for each of the three report options.



	 7.  Self-Contained:  Describe sufficient information to disclose to the client

			          and any intended users of the appraisal the scope of work

			          used to develop the appraisal.



	      Summary:       Summarize sufficient information to disclose to the client 

                                          and any intended users of the appraisal the scope of the 

                                          work used to develop the appraisal.



-10-

	      Restricted use:  State the extent of the process of collecting, confirming,

			          and reporting data or refer to an assignment agreement

			          retained in the appraiser’s workfile that describes the

			          scope of the work to be performed.



          8.  State all assumptions, hypothetical conditions, and limiting conditions

	   that affected the analyses, opinions, and conclusions - same for each of the

	   three report options.



          9.    Self-Contained:  Describe the information analyzed, the appraisal 

			         procedures followed, and the reasoning that supports the

			         analyses, opinions, and conclusions.



	     Summary:       Summarize the information analyzed, the appraisal 

                                         procedures followed, and the reasoning that supports the 

                                         analyses, opinions, and conclusions.



	     Restricted Use:  State the appraisal procedures followed, state the value

			         opinion(s) and conclusion(s) reached, and reference the 

                                             workfile.



          10.  State the use of the real estate existing as of the date of value, and the use 

                 of the real estate reflected in the appraisal; and, when the purpose of the 

                 assignment is market value, describe (“summarize” for Summary, “state” 

                 for Restricted Use) the support and rationale for the appraiser’s opinion of 

                 the highest and best use of the real estate - same for each of the three 

                 report options



         11.  State and explain any permitted departures from specific requirements of

	    Standard 1, and the reason for excluding any of the usual valuation

	    approaches - same for Self-Contained and Summary.



                Restricted Use:  State and explain any permitted departures from specific

			         requirements of Standard 1; state the exclusion of any of

			         the usual valuation approaches; and state a prominent use

			         restriction that limits use of the report to the client and

			         warns that the appraiser’s opinions and conclusions set 

			         forth in the report cannot be understood properly without

			         additional information in the appraiser’s workfile.



        12.  Include a signed certification in accordance with Standards Rule 2-3 - same 

	   for each of the three options.
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   C.  Standards Rule 2-3:   Each written real property appraisal report must contain 

        (binding)		         a signed certification that is similar in content to the 

			         following form:



        I certify that, to the best of my knowledge and belief:



          -  The statements of fact contained in this report are true and correct.



          -  The reported analyses, opinions, and conclusions are limited only by the

	  reported assumptions and limiting conditions, and are my personal, 

	  impartial, and unbiased professional analyses, opinions, and conclusions. 

            

          -  I have no (or the specified) present or prospective interest in the property 

	 that is the subject of this report, and no (or the specified) personal interest

	 with respect to the parties involved.



          -  I have no bias with respect to the property that is the subject of this report 

	 or to the parties involved with this assignment.



         -  My engagement in this assignment was not contingent upon developing or

	 reporting predetermined results.



         -  My compensation for completing this assignment is not contingent upon the 

	 development or reporting of a predetermined value or direction in value that

	 favors the cause of the client, the amount of the value opinion, the attainment

	 of a stipulated result, or the occurrence of a subsequent event directly 

             related to the intended use of this appraisal.



         -  My analyses, opinions, and conclusions were developed, and this report has

             been prepared, in conformity with the Uniform Standards of Professional

	 Appraisal Practice.



         -  I have (or have not) made a personal inspection of the property that is the

	subject of this report.  (If more than one person signs this certification, the 

            certification must clearly specify which individuals did and which individuals

            did not make a personal inspection of the appraised property.)   



         -  No one provided significant real property appraisal assistance to the person 

            signing this certification.  (If there are exceptions, the name of each 

            individual providing significant real property appraisal assistance must be 

            stated.)
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         An appraiser who signs any part of an appraisal report, including a letter of

         transmittal, must also sign this certification, a signed certification being an 

         integral part of an appraisal report. 



         An appraiser signing a certification accepts full responsibility for the 

         certification, assignment results, and contents of the appraisal report.



   D.  Standards Rule 2-4:  An oral real property appraisal report must, at a 

         (departure                 minimum, address the substantive matters set forth in 

          permitted)                 Standards Rule 2-2 for a Summary Appraisal Report.  



_______________________
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Case studies:



1.  Appraiser Douglass of North Star Appraisals, a well known appraisal firm in 

     upstate New York, specializes in the valuations of single-family homes.  

     Client Garrison works for a financial institution, called “The Anna Bank,” and 

     has asked Douglass to appraise a five-year old home whose owners have applied 

     to Garrison’s bank to refinance their existing loan.  Garrison requests that 

     Douglass report the results of the appraisal on Fannie Mae’s “Desktop 

     Underwriter Quantitative Analysis Appraisal Report,” form 2055.  



     Noting that the 2055 has only sales comparison of the three approaches to value,

     Douglass asks Garrison if he has any objection to his appending the cost approach 

     to the form.  Douglass explains to Garrison that this is a relatively new house and 

     that the cost approach might be relevant.  Garrison responds that he prefers a 

     sales comparison approach only type of appraisal, adding that, since Douglass’

     last appraisal of this property was only a year ago, maybe he should just complete

     the sales comparison grid on the 2055, note any differences in the market in the 

     past year and label the report as a “Restricted Use” appraisal report.  Douglass

     advises Garrison that he will do the best he can and tells Garrison he’ll let him

     know what he finds. 



     Finishing his inspection of the subject home the next day and researching the 

     market, Douglass concludes he has a few problems with this assignment.  He 

     would certainly include the cost approach in this appraisal, because he feels for

     this property it is a good indication of value and would at minimum be a sound

     backup to the value reached using the sales comparison approach.  But, Douglass

     decides, he can still come up with a credible appraisal excluding the cost 

     approach.



     What he feels he can’t do, however, is leave off the income approach.  The market 

      in which the house is located is popular among renters looking to lease homes out

      for one to two years.  The U & G Railroad is headquartered in the area and the

      company frequently rotates personnel in from the field to work at the corporate

      headquarters for a year or two before sending them back out again.  That has

      caught the attention of investors who are buying up homes to serve as rental 

      properties for U & G people.  Douglass strongly feels, then, that the income

      approach to value reflects an important segment of the buying market and that it

      should definitely be included in the appraisal.



      Anna Bank’s Garrison disagrees.  Sales comparison only, he urges Douglass,

      asking the appraiser “not to waste time on those other valuation techniques.”

      Douglass wants to keep Garrison as a client.  Anna Bank does a lot of lending

      and Garrison has brought him substantial business over the years.  Douglass 
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      wants to keep his appraiser license even more, however.  He is concerned about

      exclusion of the approaches and the role that the Departure Rule will play in this

      appraisal.  He wants to do it right, even if it means bucking Client Garrison.



      a.  Help out here, please.  First, under what circumstances may an appraiser

           exclude one or more of the traditional three approaches to value?  If the

           appraiser indeed does not use an approach, what do Uniform Standards

           require in the appraisal report?



      b.  Based upon what you know of Appraiser Douglass’ quandary, may he exclude

           the cost approach in this appraisal?  May he exclude the income approach?  

           And not violate the Uniform Standards.  Would either exclusion, or would the

           exclusion of both, constitute a departure?



    c.  What requirements laid down in the Uniform Standards must Douglass meet,

           if he decides to invoke the Departure Rule?  Identify the two appraisal 

           processes associated with using or not using the Departure Rule.



    d.   Name and describe the three reporting options available to Douglass and 

          whether one of them, the Restricted Use Appraisal Report, is as applicable 

          here as Client Garrison suggested it might be.



2.  Client Bickerdyke is most pleased with the appraisal report she has received from

     Appraiser McClernand.  The report, handsomely bound and printed on the finest 

     paper, details McClernand’s valuation of the two-story, single-family home in

     southern Illinois that Bickerdyke is considering buying.  Five comparables that 

     McClernand has used in the sales comparison approach indicate that the 

     $210,000. the seller is asking for the home is reasonable, especially since

     McClernand has backed up his opinion of value with a valuation using the cost 

     approach that arrives at almost exactly the same conclusion.



     Bickerdyke begins to ponder, however.  What is beginning to bother her is the 

     market has dipped in the last six months or so and homes these days, 

     Bickerdyke feels, just are not selling for what they did before.  Her growing 

     doubts are confirmed when she investigates the comparables Appraiser 

     McClernand has used.  Each is in a superior neighborhood to that of the home 

     Bickerdyke is thinking about purchasing, and yet McClernand made no 

     adjustments for locational differences.  In four adjustments for physical 

     characteristics that McClernand did show, amounts were added that should 

     have been subtracted.



     Bickerdyke finds that one of the color photographs showing a comparable has 

     been incorrectly identified as a home around the corner.  The address given for
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      another comparable corresponds to a vacant lot.  The other three comparables

      are properly identified, but by this time Bickerdyke has serious reservations 

      about the quality of McClernand’s work.  Those reservations are deepened 

      when Bickerdyke discovers six comparable sales in the subject home’s 

      neighborhood that all sold for 20 to 30% less in the last four months than what 

      Bickerdyke’s seller is asking.  McClernand didn’t use any of these comparables, 

      nor is there any indication in the report that McClernand even considered that 

      several homes in the area are currently listed at well below the $200,000. mark.



      Concern turns to amazement when Bickerdyke discovers that this home that she 

      is interested in buying sold ten months ago for exactly $210,000.  No mention of

      this sale in McClernand’s report.  Nor is there any mention that the cost data 

      that McClernand used does not reflect the downward trend in building costs 

      over the last half year or so.  As a  result, McClernand’s valuation in the cost 

      approach appears to be a good six months out of date.



      An exasperated Client Bickerdyke angrily calls Appraiser McClernand and 

      demands an explanation for what at best appears to be a poor appraisal job and 

      at worst smacks of a determined effort to inflate the value of the subject in a 

      declining market.  McClernand apologizes, but adds he has very little experience 

      in appraising single-family homes and so asked Assistant Appraiser Butler to do 

      most of the work.  He regrets he never told Bickerdyke this in the report.  He is 

      also sorry that he failed to include that Butler owns this home that Bickerdyke 

      had hoped to buy. 

     

      a.  There is little doubt, isn’t there, that Client Bickerdyke is justified in being 

           upset over the performance of Appraiser McClernand.  How has McClernand 

           failed Bickerdyke?  Go through the Rules and then Standard 1 and 

           Standard 2 and describe what you see as clear violations of the Uniform 

           Standards by Appraiser McClernand.



      b.  Can Assistant Appraiser Butler participate in this appraisal, according to the

           Uniform Standards?  If not, why not?  If so, how? 



3.  Relaxing in the company of friends and acquaintances in the Crater Club, a 

     collection of business people concerned with channeling the explosive population

     growth of their community in recent times in ways that will promote economic

     vitality, Appraiser Pleasants is blowing off a little steam.  Pleasants believes

     creating new jobs is the key and is arguing for concentrated efforts on the part of

     community leaders to lure in new companies with the promise of tax concessions,

     modest expenditures for housing, good schools, and land currently zoned for

     commercial and industrial uses that is selling for far below real value.
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     Mayor Mahone is always interested in seizing upon opportunities that will 

     enhance his city’s position as one of Virginia’s most desirable places to live and

     asks Pleasants during the Crater Club’s monthly dinner meeting why Pleasants

     thinks that commercially and industrially zoned land is “selling for far below 

     value.”  Pleasants easily replies that the answer is simple:  oversupply of the land 

     in question and underdemand from the market.  Bring in light industry, research 

     and development firms, and computer companies, says Pleasants, to buy that land

     at attractive prices.  The money they save in land acquisition, Pleasants tells the

     mayor, will be money they will put into jobs, new jobs for the community. 



     Mahone likes what he hears and asks Pleasants for an idea of what these 

     companies would pay for this land.  The appraiser responds that recent sales 

     indicate good sized plots  - at least 50 acres - could probably be purchased for no

     more than $10,000. per acre.   Pleasants asks the mayor not to accept his opinion

     as a formal appraisal, but only as an idea of about where a reasonable purchase

     price might be pegged.  After all, Appraiser Pleasants adds, their Crater Club

     meetings are as much social occasions as they are business functions.



     The next morning Mayor Mahone is off and running.  He calls his public 

     relations and advertising people in and asks them to get to work on a new 

     promotion campaign that will reach business and industry leaders throughout the 

     country east of the Mississippi.  The theme of the campaign to attract new 

     companies to the area is one that encourages investment where labor is plentiful, 

     the climate comfortable, and real estate a bargain.



     As inquiries start to mount in reaction to the public relations blitz, Mahone

     arranges a familiarization tour for business leaders willing to scout the region for 

     a potential move.  As the finishing touches are being made for a visit of

     representatives from 15 different companies, the city’s leader receives a most

     dismaying report from his economic development department.  The real estate 

     prices Appraiser Pleasants had talked of and on which Major Mahone had based 

     his get-your-business-site-at-a-bargain-price campaign are not there.  Instead, 

     report the mayor’s advisers, land zoned for commercial and industrial uses is 

     going at a premium.  The reason is that little is available.  Much of that land is the

     subject of litigation between environmental groups seeking to protect the 

     increasingly endangered Finis bird that inhabits the land and business interests

     seeking to develop the land.  What limited acreage is left that is not embroiled in

     lawsuits is selling quickly and at astronomical prices.



     An agitated Mayor Mahone contacts Appraiser Pleasants by telephone and 

     demands an explanation for being so off the mark in his opinion of land value for 

     the affected area.  Pleasants is anything but apologetic.  He reminds the mayor

     that he offered his opinion of value in what can be regarded as a social 
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     engagement.  It was after 5:30, says Pleasants, adding that he was no longer

     wearing his appraiser hat that day, his opinions were only personal, and that if 

     the mayor had wanted a professional appraisal he should have said so and offered 

     a fee for professional services.



     Upon being pressed by the now irate mayor, Pleasants admits he was unaware of

     the legal problems when the Crater Club last met and they had talked,

     acknowledges that current litigation may lead to entirely different uses of the 

     land they discussed, and finally expresses his regret at any “misunderstanding” 

     he and the mayor may have had.  Mahone is mortified at what he perceives to be 

     egregious sloppiness on the part of Pleasants and pledges to Pleasants his

     hostility towards him and any other appraiser who could render such an 

     erroneous opinion of value in a matter of this importance.



     a.  Did Appraiser Pleasants conduct an appraisal for Mayor Mahone, in your

          opinion?  Why or why not?



     b.  Let’s say, for a moment, that Appraiser Pleasants’ seemingly offhand remarks

          to the mayor are judged to be an appraisal.  What violations could you cite in 

          the Uniform Standards that Appraiser Pleasants has committed?



____________________
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USPAP QUIZ #2



Use the answer sheet on the page following question #30 to record your answers.



1.  Standard 1 requires an appraiser to:



    a.  Identify the problem to be solved.



    b.  Identify the scope of work necessary to solve the problem.



    c.  To correctly complete research and analysis necessary to produce a credible

         appraisal.



    d.  All of the above.





2.  If the value opinion to be developed is market value and such opinion is based on 

     non-market financing, the appraiser must:



     a.  Disregard the impact of this financing on value.



     b.  Identify the financing without necessarily including the terms of the financing.



     c.  Both of the above.



     d.  None of the above.





3.  When may an appraiser invoke the Departure Rule by not adhering to Standard

     Rules 1-3 and 1-4?



     a.  If these rules do not apply in an appraisal assignment



     b.  If these rules do not apply in an appraisal assignment and the appraiser

          describes their exclusion in the appraisal report



     c.  If these rules do apply in an appraisal assignment but are not necessary for a

          credible appraisal



     d.  If these rules do apply in an appraisal assignment and are necessary for a 

          credible appraisal







Q2-1

4.  When must an appraiser analyze any current agreement of sale, option, or listing

      of the subject property?



      a.  On every appraisal



      b.  If the client voluntarily offers this information



      c.  If this information is available in the normal course of business



      d.  Never, since this information is deemed to constitute a pre-determined value





5.  For which appraisal report is its use limited to the client ?



     a.  Self-Contained



     b.  Summary



     c.  Restricted Use



     d.  None of the above





6.  An appraiser signing a certification of an appraisal report accepts full 

     responsibility for the:



      a.  Certification.



      b.  Assignment results.



      c.  Contents of the appraisal report.



      d.  All of the above.





7.  A real property appraisal report may be:



     a.  Oral.



     b.  In writing.



     c.  Both of the above.



     d.  Only in writing.

Q2-2

8.    A real property appraisal report must have which of the following?



       a.  Date of the assignment



       b.  Date of initial licensure



       c.  Effective date or report date, but not both



       d.  Effective date and report date





9.    If an extraordinary assumption or hypothetical condition is used in an appraisal,

       what must the appraisal report contain?



       a.  Disclosure of any extraordinary assumption and hypothetical condition that

            directly affects value



       b.  Disclosure of any extraordinary assumption and hypothetical condition only 

            if it is a Self-Contained Appraisal Report



       c.  Disclosure of any extraordinary assumption and hypothetical condition only 

            if it is a Summary Appraisal Report



       d.  Disclosure of any extraordinary assumption and hypothetical condition only 

            if it is a Restricted Use Appraisal Report





10.  What property interest may an appraiser have in the subject property that 

       he/she appraises?



       a.  None



       b.  Any present or prospective interest 



       c.  Any present or prospective interest of negligible value



       d.  Any present or prospective interest that is disclosed in his/her signed

            certification of the appraisal report



Refer to the case studies on pages 13a through 13e to answers questions #11 through #30.
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11.  In case study 1, may Appraiser Douglass exclude the cost approach?



       a.  No, because Douglass feels the cost approach is not credible for this appraisal.



       b.  No, because Douglass feels the cost approach is not applicable.



       c.  Yes, because Douglass feels the cost approach is applicable but not necessary.



       d.  Yes, because Douglass feels the cost approach is applicable and necessary.





12.  In case study 1, may Appraiser Douglass exclude the income approach?



       a.  No, because Douglass feels the income approach is not credible for this 

 	appraisal.



       b.  No, because Douglass feels the income approach is applicable and necessary.



       c.  Yes, because Douglass feels the income approach is applicable but not 

	necessary.



       d.  Yes, because Douglass feels the income approach is applicable and necessary.  





13.  In case study 1, if Appraiser Douglass excludes an approach to value, what must 

       he include in his Summary Appraisal Report regarding this exclusion?



       a.  Disclosure that he excluded the approach



       b.  Disclosure that he excluded the approach and an explanation for such

            exclusion



       c.  Nothing



       d.  A Summary Appraisal Report may not be used if an approach is excluded.





14.  In case study 1, if Appraiser Douglass excludes an approach to value, what must 

       he include in his Restricted Use Appraisal report regarding this exclusion?



       a.  Disclosure that he excluded the approach



       b.  Disclosure that he excluded the approach and an explanation for such

            exclusion
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       c.  Nothing



       d.  A Restricted Use Appraisal Report may not be used if an approach is

	excluded.





15.  In case study 1, if Appraiser Douglass decides to go with the Restricted Use

       format to report the results of his appraisal, which of the following most closely

       would apply to how he is reporting his results?



       a.  He is describing information.



       b.  He is summarizing information.



       c.  He is stating information.



       d.  He is eschewing information.





16.  In case study 1, if Appraiser Douglass decides to conduct a limited appraisal

       process, which appraisal report option would he use?



       a.  Self-contained



       b.  Summary



       c.  Restricted use



       d.  He could use any of the above.





17.  In case study 1, what must Appraiser Douglass do if he decides to invoke the

       Departure Rule?



       a.  Obtain the client’s agreement that such departure is appropriate



       b.  Label the report as “limited.”



       c.  Label the report as “complete.”



       d.  Exclude one or more of the appraisal approaches.
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18.  In case study 2, what should Appraiser McClernand have advised Client 

       Bickerdyke when she asked him to conduct the appraisal?



       a.  Assistant Appraiser Butler owned the subject property.



       b.  Appraiser McClernand did not have the background/experience to appraise a 

            single-family home.



       c.  Appraiser McClernand was going to ask Assistant Appraiser Butler for help.



       d.  All of the above.





19.  In case study 2, if Appraiser McClernand conduct is considered incompetent, 

       what Standards Rule(s) has (have) been violated?



       a.  Ethics



       b.  Competency



       c.  Supplemental Standards  

       

       d.  Both ‘a’ and ‘b’





20.  In case study 2, Assistant Appraiser Butler’s errors of omission and commission

       are specifically prohibited in Standards Rule:



       a.  1-1



       b.  1-5



       c.  2-1



       d.  2-3

               



21.  In case study 2, Appraiser McClernand’s not reporting the prior sale of the 

       subject is in violation of Standards Rule:



       a.  1-4



       b.  1-5



Q2-6       

       c.  2-2



       d.  2-3



Note to student:  Questions such as #20 and #21 are designed to encourage you to

	                 go through the Uniform Standards to understand what is required.

		     Our goal is not to require the student to memorize sections of 

		     USPAP by number and no such questions will appear on the end-

		     of-course exam.



22.  In case study 2, where should Appraiser McClernand have reported that 

       Assistant Appraiser Butler provided significant real property appraisal 

       assistance?



       a.  In his letter of transmittal



       b.  Immediately adjacent to his final opinion of value



       c.  In the certification



       d.  McClernand does not have to report Butler’s participation





23.  In case study 2, may Assistant Appraiser Butler participate in this appraisal?



       a.  Yes, as long as such participation is disclosed



       b.  Yes, as long as such participation was disclosed and Butler also signed the 

            appraisal report



       c.  No, because Butler owned the subject



       d.  No, because Bickerdyke never gave her permission to have Butler participate





24. In case study 2, Appraiser McClernand misleading appraisal report is a violation

      of:



      a.  Standard 1



      b.  Standard 2
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       c.  Jurisdictional Exception Rule



       d.  Supplemental Standards Rule





25.  In case study 3,  Appraiser Pleasants’ response to Mayor Mahone’s question 

       concerning how much companies might pay for the subject land appears to be an

       application of what appraisal approach?



       a.  Sales comparison



       b.  Cost



       c.  Income



       d.  Liquidation analysis





26.  In case study 3, Appraiser Pleasants’ not considering the Finis bird litigation is

       a violation of:



       a.  Standards Rule 1-1



       b.  Standards Rule 1-5



       c.  Standards Rule 2-3



       d.  The Jurisdictional Exception Rule.





27.  In case study 3, Appraiser Pleasants failed to adhere to Standards Rule 1-3,

       which refers to:



       a.  Function of the appraisal.



       b.  Identification of the client.



       c.  Three approaches to value.



       d.  Land use regulations.
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28.  In case study 3, Uniform Standards require Appraiser Pleasants in rendering an

       oral real property appraisal report to address the matters set forth for what 

       kind of written appraisal report.



       a.  Summary



       b.  Summary or Restricted Use

       

       c.  Restricted Use



       d.  Restricted use or Self-contained	





29.  In case study 3, Appraiser Pleasants should have looked to Standards Rule 1-4 

       for the requirement to: 



       a.  Analyze prior sales of the subject.



       b.  Identify the client and other intended users of the appraisal report.



       c.  Identify the purpose of the assignment.



       d.  Analyze available comparable sales data.





30.  In case study 3, Appraiser Pleasants’ carelessness and negligence are a violation

       of:



       a.  The Departure Rule.



       b.  The Jurisdictional Exception Rule.



       c.  Standards Rule 1-1.



       d.  Standards Rule 2-2.





_____________________    
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IV.  Standard 3:  In performing an appraisal review an appraiser acting as a

		     reviewer must develop and report a credible opinion as to the 

		     quality of another appraiser’s work and must clearly disclose the 

		     scope of work performed in the assignment.



        A.  Standards Rule 3-1:  In developing an appraisal review, the reviewer must:

              (binding)



              1.  Identify the reviewer’s client and intended users, the intended use of the

 	       reviewer’s opinions and conclusions, and the purpose of the assignment.



	  2.  Identify the:



                   a.  Subject of the appraisal review assignment.



    	       b.  Date of the review.



  	       c.  Property and ownership interest appraised (if any) in the work under

	            review.



	       d.  Date of the work under review and the effective date of the opinion or

                        conclusion in the work under review.



                   e.  Appraiser(s) who completed the work under review, unless the 

                        identity was withheld.



              3.  Identify the scope of work to be performed.



	  4.  Develop an opinion as to the completeness of the material under review, 

                   given the scope of work applicable in the assignment.



              5.  Develop an opinion as to the apparent adequacy and relevance of the data

	       and the propriety of any adjustments to the data, given the scope of work 

                   applicable in the assignment.



              6.  Develop an opinion as to the appropriateness of the appraisal methods 

  	       and techniques used, given the scope of work applicable in the 

                   assignment, and develop the reasons for any disagreement.



              7.  Develop an opinion as to whether the analyses, opinions, and conclusions

 	       are appropriate and reasonable, given the scope of work applicable in the 

	       assignment, and develop the reasons for any disagreement.
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        B.  Standards Rule 3-2:  In reporting the results of an appraisal review, the 

              (binding)                     reviewer must:



              1.  State the identity of the client, by name or type, and intended users; the 

	       intended use of the assignment results; and purpose of the assignment.



              2.  State the information that must be identified in accordance with

   	       Standards Rule 3-1, #2.



	  3.  State the nature, extent, and detail of the review process undertaken

	       (i.e., the scope of the work), identified in accordance with Standards Rule

	       3-1, #3.



	  4.  State the opinions, reasons, and conclusions required in Standards Rule

	       3-1 ( #4-7), given the scope of work identified in compliance with 

 	       Standards Rule 3-1, #3.  Changes to support a different value must 

                   at least meet reporting requirements for a Summary Appraisal Report.



	  5.  Include all known pertinent information.



              6.  Include a signed certification in accordance with Standards Rule 3-3.



       C.  Standards Rule 3-3:  Each written appraisal review report must contain a 

				signed certification similar in content to the following:



                   I certify to the best of my knowledge and belief:



 	         - The facts and data reported by the reviewer and used in the review

		process are true and correct.



	         - The analyses, opinions, and conclusions in this review report are 

		limited only by the assumptions and limiting conditions stated in this

		review report, and are my personal, impartial, and unbiased 

		professional analyses, opinions, and conclusions.



	          - I have no (or the specified) present or prospective interest in the 

	            property that is the subject of this report and no (or the specified)

		personal interest with respect to the parties involved.



	         - I have no bias with respect to the property that is the subject of this

		report or to the parties involved with this assignment.



	         - My engagement in this assignment was not contingent upon developing

		or reporting pre-determined results.
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	         - My compensation is not contingent on an action or event resulting 

		from the analyses, opinions, or conclusions in this review or from its 

		use.



	         - My analyses, opinions, and conclusions were developed and this review

		report was prepared in conformity with the Uniform Standards of

		Professional Appraisal Practice.



	          - I have (or have not) made a personal inspection of the subject 

                        property of the work under review.  (If more than one person signs

	 	this certification, the certification must clearly specify which 

                        individuals did and which individuals did not make a personal 

                        inspection of the subject property of the work under review.) 



	          - No one provided significant appraisal, appraisal review, or appraisal

      		consulting assistance to the person signing this certification.  

                        (If there are exceptions, the name of each individual providing 

                        appraisal, appraisal review, or appraisal consulting assistance must be 

		stated.)



                    A reviewer who signs any part of the appraisal review report, 

                   including a letter of transmittal, must also sign this certification, a signed 

                   certification being an integral part of an appraisal review report.



	       An appraiser signing a certification accepts full responsibility for the

	       certification, assignment results, contents of the appraisal review report.



       C.  Standards Rule 3-4:  An oral appraisal review report must address the 

	 (departure		 substantive matters set forth in Standards Rule 3-2.	   

              permitted)



V.   Standard 4:  In developing a real property appraisal consulting assignment, an 

		    appraiser must identify the problem to be solved and the scope of 

		    the work necessary to solve the problem, and correctly complete the

		    research and analysis necessary to produce credible results.



      A.  Standards Rule 4-1:  In performing a real property appraisal consulting 

	(binding)	           assignment, an appraiser must:



	1.  Be aware of, understand, and correctly employ those recognized methods

                 and techniques that are necessary to produce credible results.



	2.  Not commit a substantial error of omission or commission that 

                 significantly affects the results of an appraisal consulting assignment.
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	3.  Not render appraisal consulting services in a careless or negligent manner, 

                 such as by making a series of errors that, although individually might not 

	     significantly affect the results, in the aggregate affect the credibility of

	     those results.



    B.  Standards Rule 4-2:  In developing real property appraisal consulting 

          (binding)                     assignment results, an appraiser must:

           		                    

          1.  Identify the client and other intended users.



          2.  Identify the intended use of the appraisal consulting assignment results.



          3.  Identify the purpose of the assignment, including:



	   a.  A clear definition of the problem to be solved.



	   b.  The definition of value applicable to an opinion of value that is a

	        necessary component of an analysis supporting the appraisal consulting

	        assignment results.



          4.  Identify the effective date of the appraisal consulting assignment results.



          5.  Identify the physical, legal, and economic characteristics of the property,

	   properties, property type(s), or market area that are relevant to:



	   a.  The purpose of the appraisal consulting assignment.



	   b.  An opinion of value that is a necessary component of an analysis

	        supporting the appraisal consulting assignment results.



          6.  Identify the scope of work necessary to complete the assignment, including:



	   a.  The appraisal consulting methodologies to be applied, the extent of the

	        data collection and analyses.



               b.  The scope of work required to:



	        (1)  Ascertain the relevance, credibility, and reliability of an opinion of 

      		  value obtained from a source other than the appraiser performing 

		  the appraisal consulting assignment, or



	        (2)  Develop an opinion of value that is a necessary component of an

		  analysis supporting the appraisal consulting assignment results, such

		  value opinion being developed in accordance with Standard 1.
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          7.  Identify any extraordinary assumptions necessary in the appraisal

	   consulting assignment and in developing the opinion(s) of value necessary to

           	   support the appraisal consulting assignment results.



           8.  Identify any hypothetical conditions necessary in the appraisal consulting 

	    assignment and in developing the opinion(s) of value necessary to support 

	    the appraisal consulting assignment results.



VI.  Standard 5:  In reporting the results of a real property appraisal consulting

		    assignment, an appraiser must communicate each analysis, opinion, 

                            and conclusion in a manner that is not misleading.  



       A.  Standards Rule 5-1:  Each written or oral real property appraisal consulting 

             (binding)                    report must:

             

             1.  Clearly and accurately set forth the appraisal consulting assignment 

                  results in a manner that will not be misleading.



	 2.  Contain sufficient information to enable the intended users of the 

	      appraisal consulting assignment results to understand the report 

                  properly.



	 3.  Clearly and accurately disclose any extraordinary assumption, 

                  hypothetical condition, or limiting condition that directly affected the 

	      appraisal consulting assignment results and indicate its impact on the 

                  final conclusion or recommendation (if any).



      B.  Standards Rule 5-2:  The content of each written real property appraisal

            (binding)	           consulting report must be consistent with the intended 

             		           use of the appraisal consulting assignment results and, 

			           at a minimum:



	1.  State the identity of the client and any intended users, by name or type.

	     

            2.  State the problem to be solved.



	3.  State the purpose of the appraisal consulting assignment.



	4.  State information sufficient to identify the real property pertinent to the

	     appraisal consulting assignment, and state the physical, legal, and 

	     economic characteristics of the property, properties, property types, or 

                 market pertinent to the assignment’s purpose.
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           	5.  State the effective date of the appraisal consulting assignment results, the

	      date of appraisal pertinent to each opinion of value used in an analysis in

	      support of the appraisal consulting results, and the date of the appraisal

	      consulting report.



             6.   State the overall scope of work and extent of the data collection process.



	7.    State all assumptions, hypothetical conditions, and limiting conditions 

                   that affect the analyses, opinions, and conclusions.



	8.    Summarize the information used in the appraisal consulting analyses, the

	       appraisal consulting procedures applied, and summarize the reasoning 

	       that supports the analyses, opinions, and conclusions.



	9.    State the appraiser’s appraisal consulting recommendations (if any), and

	       conclusions or opinions.



	10.  Include a signed certification in accordance with Standards Rule 5-3.

	

      C.  Standards Rule 5-3:  Each written real property appraisal consulting report  

            (binding)                     must contain a signed certification that is similar in 

                                               content to the following form:



	I certify that, to the best of my knowledge and belief:



	 -  The statement of facts contained in this report are true and correct.



	 -  The reported analyses, opinions, and conclusions are limited only by the

	     reported assumptions and limiting conditions, and are my personal, 

                 impartial, and unbiased professional analyses, opinions, conclusions,

	     and recommendations.



	 -  I have no (or the specified) present or prospective interest in the property

	    (if any) that is the subject of this report, and I have no (or the specified)

	     personal interest with respect to the parties involved.



	 -   I have no bias with respect to any property that is the subject of this 

	     report or to the parties involved with this assignment.



	 -   My engagement in this assignment was not contingent upon developing or

	     reporting predetermined results. 



	 -  My compensation for completing this assignment is not contingent upon 

	    the development or reporting of a predetermined value or direction in 
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	    value that favors the cause of the client, the amount of the value opinion, 

                the attainment of a stipulated result, or the occurrence of a subsequent 

                event directly related to the intended use of this appraisal.



	 -   My analyses, opinions, and conclusions were developed, and this report 

                  has been prepared, in conformity with the Uniform Standards of 

                  Professional Appraisal Practice.



	 -   I have (or have not) made a personal inspection of the property (if any)

	      that is the subject of this report.  (If more than one person signs this

                  certification, the certification must clearly specify which individuals did 

                  and which individuals did not make a personal inspection of the property.)



	 -   No one provided significant real property appraisal or appraisal 

                 consulting assistance to the person signing this certification.  (If there are 

                 exceptions, the name of each individual providing significant real property 

                 appraisal or appraisal consulting assistance must be stated.)



	An appraiser who signs any part of the appraisal consulting report, including 

	a letter of transmittal, must also sign the certification, a signed certification

	being an integral part of an appraisal consulting report.



	An appraiser signing a certification accepts full responsibility for the 

	certification, assignment results, and contents of the appraisal consulting

            report.



     D.  Standards Rule 5-4:  An oral real property appraisal consulting report must, 

           (departure	          at a minimum, address the substantive matters set forth

            permitted)	          in Standards Rule 5-2. 

			           

         

VII.    Statements



           A.  Statements are designed to clarify, interpret, explain, and elaborate on the 

                 Uniform Standards, two of which have been selected for their particular  

                 applicability and excerpts are discussed below.



           B.  There are currently seven Statements and they have the full weight of a 

                 Standards Rule.



           C.  Statement 7:  Permitted Departure from Specific Requirements in Real

                 		    Property and Personal Property Appraisal Assignments



                 1.  Appraisers are trained and qualified to identify when a limited
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                      appraisal is appropriate and should know at least the following to 

	          determine whether a requested limited appraisal is appropriate.



	          a.  The level of understanding the client has of the type of real estate

		   and market conditions involved, and



	          b.  The intended use of the appraisal.



                 2.  The scope of work is defined as the amount and type of information

	           researched and the analysis applied in an assignment.	     



	     3.  When a specific requirement is applicable 



	          a.  It addresses factors or conditions that are present in the given

		   assignment, or



	          b.  It addresses analysis that is typical practice in such an assignment.



	     4.  When a specific requirement is not applicable



	          a.  It addresses factors or conditions that are not present in the

		   given assignment, or



	          b.  It addresses analysis that is not typical practice in such an

		   assignment, or



	          c.  It addresses analysis that would not provide meaningful results in 

		  the given assignment.

  

	     5.  When a specific requirement is applicable and necessary



	          a.  It addresses factors or conditions that are present in the given

		   assignment, or



	          b.  It addresses analysis that is typical practice (as measured by 

                           expectations of clients in the market and what other appraisers 

                           would do in similar assignments) in such an assignment, and



	          c.  Lack of consideration for those factors, conditions, or analyses would

		   significantly affect the credibility of the results.

	  

  	     6.  Uniform Standards do not dictate the form, format, or style of appraisal

	           reports, which are functions of the needs of users and providers of 

                      appraisal services.    
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           E.  Statement 10:  Assignments from a Federally Insured Depository

			      Institution for a Federally Related Transaction



	    1.  Appraisers must comply with USPAP in performing these assignments.



	    2.  Appraiser competency requirements



	         a.  Must be able to comply with USPAP



	         b.  Must be able to comply with any supplemental standards to which 

		  the appraiser agrees in accepting the assignment



               3.  Departure is permitted if the appraiser adheres to the Departure Rule.



	   4.  None of the Federal financial institutional regulatory agency regulations

                    and guidelines requires application of the Jurisdictional Exception Rule.



	        a.  Federal Deposit Insurance Corporation (FDIC)



	        b.  Federal Reserve Board (FRB)



	        c.  Office of Comptroller of the Currency (OCC)



	        d.  Office of Thrift Supervision (OTS)



	   5.  Supplemental standards of above Federal agencies



	        a.  The appraiser may have no direct or indirect interest in the property

		 or the transaction.



	        b.  If departure is invoked, the appraisal must have sufficient 

                         information and analysis for the institution’s decision to conduct the

		 transaction.



	        c.  The appraisal must include current market value of the subject

		 property in its actual physical condition subject to current zoning. 

	         

	        d.  The appraisal report must be written.



VIII.  Advisory Opinions



          A.  Illustrate the applicability of appraisal standards in specific situations
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               1.  They do not establish new standards.



               2.  Their purpose is to offer advice in resolving appraisal issues and 

                    problems.



         B.  Advisory Opinion 3                



  	   1.  Update of an appraisal



                       a.  Clients often use this term when they want a current appraisal of a 

                            property that was appraised before.



                       b.  It does change the effective date of the appraisal and is therefore a

 		    new appraisal.

   

               2.  Recertification of value



   	           a.  This is performed to confirm whether or not the conditions of a 

                            prior appraisal have been met.



	           b.  It does not change the effective date of the appraisal and is not a 

       		    new appraisal.  



        C.  Advisory Opinion 9



              1.  The Competency Rule requires that an appraiser lacking knowledge and

	       experience in the impact of environmental contamination on real 

                   property value must still complete the assignment competently.



	       a.  An appraiser does not have to be an expert on the scientific aspects of

	            environmental contamination.



	       b.  The appraiser may often use technical data prepared by others, such 

   		as environmental engineers, and should use an extraordinary 

                        assumption when including information in the appraisal that has been 

                        obtained from experts.



              2.  If an appraiser is asked to appraise a property known to be contaminated

	       as if it were not contaminated (unimpaired value), the appraiser should 

                   use a hypothetical condition under such circumstances.



	  3.  Environmental stigma, the market’s perception of increased 

                   environmental risk, may mean the property value cannot be measured 

                   simply by deducting the cost of clean-up from the unimpaired value.
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Case studies:



1.  The assignment for Appraiser Walker is to value the leased fee interest in a 

     900,000-square-foot shopping center that consists of three anchor tenants leasing

     170,000 square feet each, four more tenants each using 30,000 square feet, and 

     assortment of remaining lessees taking up the other 270,000 square feet.  

     Client Howe has asked Walker for a valuation based upon some changes in the 

     shopping center.  Howe wants to remove one of the anchor tenants when its lease

     comes up for renewal in five months and put in its space a theme park that will 

     extend into the adjacent parking area, requiring extensive demolition and new

     construction.  Howe, a successful songwriter who plans to perform some of her 

     own songs at her theme park, also intends to consolidate about 150,000 square 

     feet by not renewing two of the tenants leasing 30,000 square feet each and taking

     the remainder as leases come up from the 270,000 square feet.  This 150,000- 

     square-foot space is already committed to a health care center operated by 

     Appraiser Walker, who is a medical doctor in addition to being an appraiser and 

     a partner in a group of doctors who own the health facility.



     Howe has gone to Walker, since Walker has a ten percent interest in the shopping

     center and has appraised numerous other shopping centers in the past.  Howe 

     owns the other 90% of the center and offers Walker, as a fee for her appraisal 

     work on this job, an additional five percent ownership interest if Walker’s

     valuation comes in at least one million dollars over current value.  If the valuation

     is less than that but still more than the current value, Howe says she will pay 

     Walker one fourth of the first year’s income from the theme park.  Finally, 

     should Walker value the center after the changes at what it is worth now or at a

     lesser amount, Howe plans to compensate Walker with a flat fee of $40,000. or

     two months free rent up front for her health care center, whichever she prefers.



     Walker has some concerns over the offers of payment.  She is more worried, 

     however, on zoning restrictions that may prohibit the theme park scheme.  The 

     city and county have never denied such an application, but no one has ever 

     asked.  It is unclear in Walker’s conversations thus far with various officials on 

     this subject what the chances are for approval.  They say full consideration will 

     be given to the request to build the theme park.  But, since this development plan 

     is so unlike what they have dealt with before, they add there is no way to be able 

     predict accurately what the full zoning board may do with the concept once it has 

     been formally presented to them.



     Financing is also a concern for Walker.  Howe has told her she wants her 

     valuation to take into account below-market financing that a consortium of local

     banks guarantees to business and construction projects that bring money and jobs 

     into the State.  Walker believes this project possibly could qualify for this 
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     attractive financing, but it is by no means a certainty.  The appraiser decides to 

     organize this assignment in two parts.  First, she will conduct a feasibility study

     that will gauge the viability and chances for success of Howe’s project.  Then, she

     will value the shopping center and theme park with an effective date as of the 

     estimated date for completion of construction, two years from now. 

      

     a.  Kindly assist Appraiser/Doctor Walker on this one, if you will.  Address the 

          matter of how the appraisal fee is to be paid.  Counsel Walker on her proper

          choice of options here.



     b.  Next, help our appraiser on with what she should be concerned in reference to  

          the Rules of Uniform Standards, especially Ethics and Competency.  Also think

          about the issue of hypotheticals in these consulting and valuation assignments

          that Walker has taken on.  Advise her what she must do to comply with 

          Standards when she is including a hypothetical in her professional approach.



     c.  Then hit Standards 4 and 5 on what is important to her in the consulting 

          aspect of this work, namely the feasibility study.  And, finally, point out to our

          appraiser what she should keep in mind about including in her appraisal and

          appraisal report on the valuation portion, emphasizing Standards 1 and 2.



2.  Appraiser Upton specializes in appraisals involving single-family homes and is

     viewed by many lending institutions as one of the most capable appraisers

     currently working in the market.  One of these lenders, Breakthrough Bank, is

     familiar with Upton’s work through the three years of appraisal assignments it 

     has asked the appraiser to accept, most of which Upton has completed very much 

     to the satisfaction of Breakthrough.



     The latest assignment this lender has offered is of some concern to Upton, 

     however.  What is troubling him is that Breakthrough wants him to check back 

     on a property he appraised six months ago “to see if the value is still there.”  The

     people who bought this single-family home have applied to Breakthrough to 

     refinance their current loan for one that will allow them to realize some equity 

     out of the house.  Breakthrough officers have carefully explained to Upton that 

     they do not wish to have a “full-blown” appraisal or, as one of them phrased it,  

     “not even an appraisal at all.”  What they have told Upton they want him to do is 

     “to make sure the value has not gone down in the last six months.”  Breakthrough 

     calls it an “evaluation” or a “recertification.”



     Upton is unsure of what exactly Uniform Standards require of an appraiser in 

     this situation.  Is he permitted by Standards, he asks himself, to do as 

     Breakthrough wants and try to determine whether or not the value of the subject  

     has decreased without conducting as thorough an appraisal as he originally did 
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     six months ago?  He decides to treat this assignment as if he were appraising the 

     subject for the first time, complying with Standards 1 and 2 to the same measure 

     he observed before as he appraises this home again.  Consistent with the 

     methodology he used for the first appraisal, Upton relies on the sales and cost

     approaches and notes in his report that the income approach is not applicable in 

     this owner-occupied market of single-family homes where rentals are rare.  The

     appraiser uses the Uniform Residential Appraisal Report (URAR) to 

     communicate to Breakthrough the results of the appraisal.



     Breakthrough Bank is not pleased.  Upton is told flatly that he did not comply 

     with the assignment and went to far more work and expense than was expected or

     required.  “Updating a six-months-old appraisal with a current evaluation was all

     we wanted,” moan Breakthrough officers.  Upton responds that complying with 

     this assignment as Breakthrough wanted it would have forced him to violate the 

     Uniform Standards of Professional Appraisal Practice.  Breakthrough angrily 

     advises Upton that he may well angle himself out of future jobs with the bank 

     with any more headlong rushes into appraisals that are not warranted.



     a.  Is Appraiser Upton correct that compliance with Breakthrough Bank’s 

          assignment would have violated Uniform Standards?  Explain your answer,

          including what you might have done differently from what Upton chose to do.

          Describe what relevance, if any, the Departure Rule has for Upton’s 

          assignment.  Also address the difference between an update and a 

          recertification and whether either or both would apply in this appraisal.



     b.  Which of the appraisal report options do you think might have been the most

          appropriate in communicating the results of the appraisal to Breakthrough?



3.  Appraiser Armistead has been asked to accept a valuation assignment involving a

     shoe factory located in southern Pennsylvania.  Client Pettigrew is especially 

     interested in the land on which the shoe factory sits and has asked Armistead for 

     opinion of value for the land if it were used as a campground for tourists wishing 

     to get away from it all.  



    Armistead has never been up to Pennsylvania and rarely appraises land.  A 

    valuation based on the proposed use of a campground would be a first for him.  

    So, Armistead is reluctant, particularly since the subject land is owned by his

    father-in-law, Client Pettigrew.



    A preliminary study of the job convinces Armistead that, in addition to the data 

    on the site and the market in which it is located, he will need to run a study of

    campgrounds around the country and the income and expense levels appropriate

    for this use of the land.  Armistead also concludes from this initial study that, if he 
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     accepts the assignment, he will use the sales comparison approach and the income

     capitalization approach and exclude the cost approach.



     After extensive consideration Appraiser Armistead advises Client Pettigrew he

     will accept the assignment.  He stipulates, however, that Appraiser Hancock must

     be brought in to supervise his work and the general progress of the appraisal and

     sign as the supervisory appraiser.  Pettigrew readily agrees.



     Hancock is an experienced appraiser to whom Armistead often goes for advice   

     and other assistance.  They talk at length about this campground assignment and 

     plan their strategy for how best the appraisal should be conducted and the 

     appraisal report written.



     a.  Place yourself in Appraiser Hancock’s position.  Counsel Appraiser Armistead

          on what he should do to ensure compliance with the Rules of Uniform 

          Standards.



     b.  Continue in the role of Appraiser Hancock and counsel him on what he must 

          do to comply fully with Standards 1 and 2.  Include in your discussion 

          Armistead’s proposed exclusion of the cost approach and whether that is a 

          proper use of the Departure Rule.



___________________
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USPAP QUIZ #3



Use the answer sheet on the page following question #30 to record your answers.



1.  As required by Standard 3, a review appraiser must identify which of the 

     following?



     a.  The client or intended users, but not both



     b.  The effective date of the review or the date of the opinion under review, but 

           not both



     c.  The extent of the review process



     d.  All of the above





2.  When must the review appraiser disclose the scope of work performed in the 

      review assignment?



      a.  For all review assignments



      b.  For review assignments involving a revaluation of the subject property



      c.  Only when requested to do so by the client



      d.  Only when requested to do so by the client and the appraiser clearly discloses

            that request in the review report





3.  Standard 3 requires the review appraiser to identify the appraiser who completed

     the work under review: 



      a.  In all review assignments.



      b.  Unless the identity was withheld.



      c.  If the reviewer is to revalue the subject property.



      d.  If the review appraiser believes it is necessary for a credible review. 
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4.  An appraiser’s report on the results of a review assignment:



     a.  Must be in writing



     b.  May be oral or in writing.



     c.  May be oral, but the appraiser must also give the client a written report

          confirming the main points of any oral report delivered to that client.



     d.  Must be in writing if the review assignment involved a revaluation of the 

          subject property.





5.  What does Standard 5 require that a report to the client of the results of the 

     appraiser’s consulting service must clearly and accurately disclose?



     a.  Any extraordinary assumptions



     b.  Any hypothetical conditions



     c.  Any limiting conditions



     d.  All of the above





6.  Standard 4 requires an appraiser in a real property appraisal consulting

     assignment identify which of the following?



      a.  The purpose of the assignment



      b.  The intended use of the appraisal consulting assignment results



      c.  The scope of the work necessary to complete the assignment



      d.  All of the above





7.    What part of Uniform Standards has the full weight of a Standards Rule?



       a.  An Advisory Opinion



       b.  A Statement
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         c.  Both of the above



         d.  None of the above      





8.     An update of an appraisal:



        a.  Has a new effective date, but is not a new appraisal.



        b.  Has a new effective date and is a new appraisal.



        c.  Has a new effective date and is a new appraisal if the valuation differs from

             the previous appraisal being updated.



        d.  Does not have a new effective date and is not a new appraisal.





9.     A recertification of value:



        a.  Has a new effective date, but is not a new appraisal.



        b.  Has a new effective date and is a new appraisal.



        c.  Has a new effective date and is a new appraisal if the valuation differs from 

             the previous value being updated.



        d.  Does not have a new effective date and is not a new appraisal.





10.  Statement 10 identifies what supplemental standard(s) of the Federal financial

       institutional regulatory agencies?



       a.  The appraiser may have an interest in the subject property if that interest

	is disclosed in the certification section of the appraisal report.



       b.  Departure is not permitted.



       c.  The appraisal report must be written.



       d.  All of the above
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Refer to the case studies on pages 23a through 23d to answer questions #11 through #30.



11.  In case study 1, which of the appraisal fees Client Howe has offered may 

       Appraiser Walker accept?



       a.  Flat fee of $40,000.



       b.  One fourth of the first year’s income from the theme park



       c.  An additional five percent ownership of the shopping center



       d.  None, since each is a contingency fee





12.  In case study 1, may Appraiser Walker appraise this shopping center, in light of 

       the fact she has an ownership interest in the subject?



         a.  No, since USPAP prohibits an appraiser from signing the certification of an

            appraisal report on a property in which the appraiser has an interest.



       b.  No, Uniform Standards require that an appraiser with an ownership interest

            in the subject may only act as a supervisory appraiser.



       c.  Yes, if Walker does not accept a fee for the appraisal and consulting work on

            the shopping center.



       d.  Yes, if Walker does not allow her personal interest to bias her work and she

	discloses her interest in the shopping center in her appraisal and consulting 

            reports.





13.  In case study 1, what must Walker do to ensure she complies with Uniform 

       Standards if she values the shopping center based on the hypotheticals of the 

       zoning and financing?



       a.  Disclose the use of the hypotheticals



       b.  Ensure the analysis including the hypotheticals is credible



       c.  Indicate what impact on value the hypotheticals have



       d.  All of the above
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14.  In case study 1, what Standards Rule calls for Walker to identify the physical, 

       legal, and economic characteristics of the subject property in her feasibility 

       study?



       a.  4-1

  

       b.  4-2



       c.  4-3



       d.  4-4





15.  In case study 1, what Standards Rule calls for Walker to identify the scope of the 

       consulting work on the feasibility study?



       a.  4-1



       b.  4-2



       c.  4-3



       d.  4-4



Note to student again:  We want to emphasize one more time (then won’t mention it

			   again) that questions such as #14 and #15 are there to 

			   encourage you to go through the Uniform Standards to see

			   what is required.  It is not to suggest in any way that

 			   memorizing numbers of Standards Rules has any useful 

			   purpose.  It doesn’t and you won’t see a question on the

			   end-of-course exam that asks you to come up with a number

			   for any portion of the Uniform Standards.



16.  In case study 1, in order for Appraiser Walker to value the shopping center 

       based upon proposed improvements, Uniform Standards require that she:



       a.  Examine the plans and specifications of the proposed improvements.



       b.  Examine the plans and specifications or other sufficient documentation of the

            proposed improvements.



       c.  Value the subject as-is before valuing it as-improved.



       d.  Value the subject as-improved before valuing it as-is.
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17.  In case study 1, if Appraiser Walker decides to write up her appraisal report in 

       the most detailed and extensive format Uniform Standards allow, she would

       select what type of appraisal report option?



      a.  Self-Contained 



      b.  Summary



      c.  Restricted Use



      d.  Letter





18.  In case study 1, what must Appraiser Walker disclose in her signed 

       certification?



       a.  The ownership interest she currently holds in the subject



       b.  The leasehold interest she will have in the shopping center



       c.  Both of the above



       d.  None of the above





19.  In case study 1, must Appraiser Walker disclose her business relationship with

       Client Howe?



       a.  Yes, in the letter of transmittal and adjacent to any opinion of value



       b.  Yes, in the signed certification



       c.  Yes, in Walker’s resume of credentials



       d.  No





20.  In case study 2, do Uniform Standards require Appraiser Upton to appraise the

       subject as if he were appraising it for the first time?



       a.  Yes



       b.  Yes, if the client is a Federally insured depository institution and it is a

            Federally regulated transaction.
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       c.  Yes, if Upton concludes the value has changed since last appraising the 

            subject for Breakthrough  



       d.  No





21.  In case study 2, if Appraiser Upton had not used the cost approach in his

       reappraisal of the subject because he felt it was applicable but not really 

       necessary in appraising the subject again, he would have:



      a.  Invoked the Departure Rule.



      b.  Conducted a limited appraisal.



      c.  Not invoked the Departure Rule.



      d.  Both ‘a’ and ‘b.’





22.  In case study 2, what Breakthrough Bank wanted from Appraiser Upton is

       properly called a(n):



       a.  Evaluation.



       b.  Recertification.



       c.  Update



       d.  All of the above.





23.  In case study 2, if Appraiser Upton had concluded the value had not changed

       since he last appraised the subject for Breakthrough, his conclusion would 

       properly be called a(n):



       a.  Evaluation.



       b.  Recertification. 



       c.  Update.



       d.  All of the above.
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24.  In case study 2, if Appraiser Upton had decided to write up his appraisal report

       with frequent references to his earlier report for Breakthrough and includes in 

       the report that it is intended only for Breakthrough’s use, how should he label 

       the report?



       a.  Self-Contained



       b.  Summary



       c.  Restricted Use



       d.  Letter





25.  In case study 3, what must Appraiser Armistead do to comply with the 

       Competency Rule?



       a.  Advise Client Pettigrew of his lack of background and experience for this

            assignment



       b.  Refer the assignment to another appraiser



       c.  Refuse the assignment and advise Client Pettigrew he is not allowed to

            refer him to another appraiser



       d.  Cooperate with a second appraiser competent to handle the assignment





26.  In case study 3, why should Appraiser Armistead pay close attention to 

       Standards Rule 1-3?



       a.  It describes what the appraiser must examine for proposed improvements.

       

       b.  It warns against errors of omission and commission.

       

       c.  It calls for an opinion of highest and best use.

       

       d.  All of the above.  
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27.  In case study 3, if the cost approach is applicable and necessary and 

       Appraiser Pettigrew decides to invoke the Departure Rule in order to avoid

       using the cost approach, he:



       a.  Is not using the Departure Rule properly.



       b.  Must disclose and describe his omission of the cost approach in the appraisal 

            report.



       c.  Must label the appraisal report as “limited.”



       d.  Must label the appraisal report as “complete.”





28.  In case study 3, Appraiser Armistead studying the proposed campground use 

       would look at Standard Rule 1-4, which says the appraiser must examine 

       evidence for:



       a.  Occupancy projections.



       b.  Anticipated earnings.



       c.  Development costs and anticipated competition.



       d.  All of the above.





29.  In case study 3, what should Appraiser Hancock advise Appraiser Armistead to

       include in the signed certification of the appraisal report?



       a.  The use of the Departure Rule



       b.  The omission of the cost approach



       c.  The relationship of Appraiser Armistead to Client Pettigrew



       d.  All of the above
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30.  In case study 3, if Appraiser Hancock recommends Appraiser Armistead 

       conduct a feasibility study, Hancock should remind Armistead such consulting

       work and report of the results come under Standards:



       a.  1 and 2.



       b.  2 and 3.



       c.  3 and 4.



       d.  4 and 5.





_____________________
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USPAP





ANSWER SHEET



Put in the letter - ‘a,’ ‘b,’ ‘c,’ or ‘d’ - of your answer choice for each of the questions

numbered below.



                               	 	 QUIZ #3					      



			1.					16.



	              	2.					17.



		            3.					18.



	                        4.					19.



	 	            5.					20.



		            6.					21.



		            7.					22.



		            8.					23.

			

			9.					24.

		          

	                      10.					25.



		          11.					26.



		          12.					27.



		          13.					28.



		          14.					29.



		          15.					30.
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IX.   Standard 6:  In developing a mass appraisal, an appraiser must be aware of,

                              understand, and correctly employ those recognized methods and

 		      techniques necessary to produce and communicate credible mass 

                              appraisals.



        A.  Standards Rule 6-1:  In developing a mass appraisal, an appraiser must:

	  (binding)



              1.  Be aware of, understand, and correctly employ those recognized methods 

                   and techniques necessary to produce a credible appraisal.

	  

    	  2.  Not commit a substantial error of omission or commission that

	        significantly affects a mass appraisal.



	  3.  Not render a mass appraisal in a careless or negligent manner.



        B.  Standards Rule 6-2:  In developing a mass appraisal, an appraiser must 

        	  (departure 		 observe the following specific appraisal requirements:

	   permitted)



              1.  Identify the client and other intended users.



	  2.  Identify the purpose and intended use of the appraisal.



	  3.  Identify the scope of work necessary to complete the assignment, 

                   including any special limiting conditions.



              4.  Identify any extraordinary assumptions and hypothetical conditions.



              5.  Identify the effective date of the appraisal.



       	  6.  Define the value being developed; if the value opinion to be developed is

	        market value, ascertain whether the value is to be the most probable 

	        price.



                    a.  In terms of cash; or



 	        b.  In terms of financial arrangements equivalent to cash; or



	        c.  In such other terms as may be precisely defined; and



	        d.  If the opinion of value is based on non-market financing or financing

		 with unusual conditions or incentives, the terms of such financing

		 must be clearly identified and the appraiser’s opinion of their
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 		   contributions to or negative influence on value must be developed by 

		   analysis of relevant market data.



	    7.  Identify the characteristics of the properties that are relevant to the 

	         purpose and intended use of the mass appraisal, including the group 

                     with which property is identified according to similar market influence,

                     the appropriate market area and time frame relative to the property 

                     valued, and their location, physical, legal, and economic characteristics.



                8.  Identify the characteristics of the market that are relevant to the 

                     purpose and intended use  of the mass appraisal, including location of 

                     the market area, physical, legal, and economic attributes, time of market 

                     activity, and property interests reflected in the market



                9.  In appraising real property or personal property, identify and analyze 

  	         whether an appraised physical segment contributes pro rata to the value 

	         of the whole; identify the appropriate market area and time frame 

 	         relative to the property being valued.



             10.  When the subject is real property, identify and consider any personal 

                    property, trade fixtures, or intangible items that are not real property 

                    but are included in the appraisal.



	 11.  When the subject is personal property, identify and consider any real 

	        property or intangibles that are not personal property but are included 

 	        in the appraisal.



	 12.  Identify known easements, restrictions, encumbrances, leases, 	 	               

                    reservations, covenants, contracts, declarations, special assessments,

                    ordinances, or other items of similar nature.



	 13.  Identify and analyze whether an appraised fractional interest, physical

                    segment, partial holding contributes pro rata to the value of the whole.



	 14.  In appraising real property, identify and analyze the effect on use and 

                    value of the following factors: existing land use regulations, reasonably 

                    probable modifications of such regulations, economic supply and 

                    demand, the physical adaptability of the real estate, neighborhood 

	        trends, and the highest and best use of the property.



	 15.  Recognize that land is appraised as though vacant and available for 

 	        development to its highest and best use and that the appraisal of the

	        improvements is based on their actual contribution to the site.
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	 16.   In appraising personal property, identify and analyze the effects on use

	         and value of industry trends, value-in-use, and trade level of personal 

                     property.  Where applicable, identify the effect on highest and best use

	         by measuring and analyzing the current use and alternative uses to

	         encompass what is profitable, legal, and physically possible, as relevant

	         to the purpose and intended use of the appraisal.  Personal property has

	         several measurable marketplaces; therefore, the appraiser must define

	         and analyze the appropriate market consistent with appraisal purpose.



             17.  Analyze the relevant economic conditions at the time of valuation,

	        including market acceptability of the property and supply, demand,

	        scarcity, or rarity.

  

      C.  Standards Rule 6-3:  In developing a mass appraisal, an appraiser must:

            (binding)



	1.  Identify and the appropriate procedures and market information required

	     to perform the appraisal, including all physical, functional, and external

 	     market factors as they may affect the appraisal.



	2.  Employ recognized techniques for specifying property valuation models.



	3.  Employ recognized techniques for calibrating mass appraisal models.



      D.  Standards Rule 6-4:  In developing a mass appraisal, an appraiser must 

           (departure	          observe the following specific requirements, when  

            permitted)	          applicable:



           1.  Collect, verify, analyze, and reconcile such data as are necessary and

	    appropriate to develop, when applicable, the cost new of the improvements,

                accrued depreciation, value of land and property by sales of comparable

 	    properties, value by capitalization of income, i.e., rentals, expenses, interest 

                rates, capitalization rates, and vacancy data.



           2.  Base estimates of capitalization rates and projections of future rental 

                rates, expenses, interest rates, and vacancy rates on reasonable and 

                appropriate evidence.



           3.  Identify and analyze terms and conditions of any available leases.



           4.  Identify the need for and extent of any physical inspection.



         E.  Standards Rule 6-5:    In applying a calibrated mass appraisal model an

              (departure permitted)  appraiser must:
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	   1.  Value improved parcels by accepted methods or techniques based on the

	         cost approach, the sales comparison approach, and the income

	         approach, as applicable.



	   2.  Value sites by recognized methods or techniques; such techniques 

	        include but are not limited to the sales comparison approach, allocation 

                    method, abstraction method, capitalization of ground rent, land residual.



	   3.  When developing the value of a leased fee or a leasehold estate, analyze

	        the effect on value, if any, of the terms and conditions of the lease.



	   4.  Analyze the effect on value, if any, of the assemblage of the various 

                    parcels, divided interests, or component parts of a property; the value of 

                    the whole must not be developed by adding together the individual

                    values of the various parcels, divided interests, or component parts.



	   5.  Analyze the effect on value, if any, of anticipated public or

	        private improvements, located on or off the site, to the extent that

                    market actions reflect such anticipated improvements as of the

	        effective appraisal date; appraise proposed improvements only after

	        examining and having available for future examination:



	        a.  Plans, specifications, or other documentation sufficient to identify the

		 scope and character of the proposed improvements.



	        b.  Evidence indicating the probable time of completion of the proposed

		 improvements.



	        c.  Reasonably clear and appropriate evidence supporting development   

	             costs, anticipated earnings, occupancy projections, and the 

		 anticipated competition at the time of completion.



      F.  Standards Rule 6-6:  In reconciling a mass appraisal an appraiser must:

           (binding)



           1.  Reconcile the quality and quantity of data available and analyzed within 

                the approaches used and the applicability or suitability of approaches used.



          2.  Employ recognized mass appraisal testing procedures and techniques to 

               ensure that standards of accuracy are maintained.

 

    G.  Standards Rule 6-7:  A written report of a mass appraisal must clearly

          (binding)                     communicate the elements, results, opinions, and value 

                                             conclusions of the appraisal.
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          1.   Clearly and accurately set forth the appraisal in a manner that will not be

	     misleading.



          2.   Contain sufficient information to enable the intended users of the appraisal 

  	     to understand the report properly.

        

          3.   Clearly and accurately disclose any extraordinary assumptions, 

                 hypothetical conditions, or limiting conditions that directly affect the 

	     appraisal and indicate their impact on value.



         4.    State the identity of the client and any intended users, by name and type.

    

         5.    State the purpose and intended use of the appraisal.



         6.    Disclose any assumptions or limiting conditions that result in deviation 

                from recognized methods and techniques or that affect analyses, 

                opinions, and conclusions.



         7.    Set forth the effective date of the appraisal and the date of the report.



         8.    Define the value, including the type and definition and its source.



         9.    Identify the properties appraised, including the property rights.



         10.  Describe sufficient information to disclose to the client and any intended 

	    users of the appraisal the scope of work used to develop the appraisal.



         11.  Describe and justify the model specification(s) considered, data 

	    requirements, and the model(s) chosen.



         12.  Describe the procedure for collecting, validating, and reporting data.



         13.  Describe calibration methods considered and chosen, including the

	    mathematical form of the final model(s); describe how value estimates 

                were reviewed; and, if necessary, describe the availability of individual 

                value estimates.



         14.  In the case of real property, discuss how highest and best use determined.



         15.  Identify the appraisal performance tests used and set forth the          

                performance measures attained.



         16.  Provide any additional information necessary to explain the appraisal 

                more fully, including departures permitted by the Departure Rule.
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            17.  Contain a signed certification in accordance with Standards Rule 6-8.



      H.  Standards Rule 6-8:  Each written mass appraisal must contain a signed 

            (binding)                    certification that is similar in content to the following: 



            I certify that, to the best of my knowledge and belief:

	 -  The statements of fact contained in this report are true and correct. 



	 -  The reported analyses, opinions, and conclusions are limited only by the

	     reported assumptions and limiting conditions, and are my personal,

	     impartial, and unbiased professional analyses, opinions, and conclusions.



	 -  I have no (or the specified) present or prospective interest in the property

	    that is the subject of this report, and I have no (or the specified) personal

	    interest with respect to the parties involved.



             -  I have no bias with respect to any property that is the subject of this 

	     report or to the parties involved with this assignment.



             - My engagement in this assignment was not contingent upon developing or

               or reporting pre-determined results.



	 -  My compensation for completing this assignment is not contingent upon 

	    the reporting of a predetermined value or direction in value that favors 

                the cause of the client, the amount of the value opinion, the attainment of a 

	    stipulated result, or the occurrence of a subsequent event directly related 

                to the intended use of this appraisal.



	 -  My analyses, opinions, and conclusions were developed, and this report 

	    has been prepared, in conformity with the Uniform Standards of 

	    Professional Appraisal Practice.



	 -  I have (or have not) made a personal inspection of the properties that are

                the subject of this report.  (If more than one person signs the report, this

	    certification must clearly specify which individuals did and which

                individuals did not make a personal inspection of the appraised property.)



	 -  No one provided significant mass appraisal assistance to the person signing

	    this report.  (If there are exceptions, the name of each individual providing

	    significant professional assistance must be stated.)
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X.  Standard 7:  In developing a personal property appraisal, an appraiser must 

		   identify the problem to be solved and the scope of work necessary

 		   to solve the problem, and correctly complete research and analysis

		   necessary to produce a credible appraisal.



      A.  Standards Rule 7-1:  In developing a personal property appraisal, an 

	(binding)	           appraiser must:



           1.  Be aware of, understand, and correctly employ those recognized methods 

	    and techniques that are necessary to produce a credible appraisal.

 

           2.  Not commit a substantial error of omission or commission that significantly 

	    affects an appraisal.



           3.  Not render appraisal services in a careless or negligent manner, such as by

	    making a series of errors that, although individually might not significantly

	    affect the results of an appraisal, in the aggregate affect the credibility of

	    those results.



    B.  Standards Rule 7-2:  In developing a personal property appraisal, an appraiser

          (binding)                    must:



          1.  Identify the client and other intended users.



          2.  Identify the intended use of the appraiser’s opinions and conclusions.



          3.  Identify the purpose of the assignment (the type and definition of the value

	   to be developed); and, if the value opinion to be developed is market value,

	   ascertain whether the value is to be the most probable price:



	   a.  In terms of cash; or



	   b.  In terms of financial arrangements equivalent to cash; or



	   c.  In other precisely defined terms; and



               d.  If the opinion of value is to be based on non-market financing or 

	        financing with unusual conditions or incentives, the terms of such 

                    financing must be clearly identified and the appraiser’s opinion of their

	        contributions to or negative influence on value must be developed by

	        analysis of relevant market data.



         4.  Identify the effective date of the appraiser’s opinions and conclusions.



-30-

         5.  Identify the characteristics of the property that are relevant to the purpose

	  and intended use of the appraisal, including:



	  a.  Sufficient characteristics to establish the identity of the item, including 

	       the method of identification.



	  b.  Sufficient characteristics to establish the relative quality of the item (and

 	       its component parts, where applicable) within its type.



               c.  All other physical and economic attributes with a material effect on 

	        value.



	   d.  The ownership interest to be valued.



	   e.  Any known restrictions, encumbrances, leases, covenants, contracts,

	        declarations, special assessments, ordinances, or other items of a 

	        similar nature.



	   f.  Any real property or intangible items that are not personal property but

	        which are included in the appraisal.



         6.  Identify the scope of work necessary to complete the assignment.



         7.  Identify any extraordinary assumptions necessary in the assignment.



         8.  Identify any hypothetical conditions necessary in the assignment.



   C.  Standards Rule 7-3:  In developing a personal property appraisal, an appraiser

         (departure	        must collect, verify, analyze, and reconcile all information

          permitted)	        pertinent to the appraisal problem, given the scope of the

			        work identified.      



         1.  Where applicable, identify the effect of highest and best use by measuring 

	   and analyzing the current use and alternative uses to encompass what is

	   profitable, legal, and physically possible, as relevant to the purpose and 

 	   intended use of the appraisal.



        2.  Personal property has several measurable marketplaces; therefore, the 

             appraiser must define and analyze the appropriate market consistent with 

	 the purpose of the appraisal.



        3.  Analyze the relevant economic conditions at the time of the valuation, 

             including market acceptability of the property as well as supply, demand 

             scarcity, or rarity.
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  D.  Standards Rule 7-4:  In developing a personal property appraisal, an appraiser 

        (departure	       must collect, verify, and analyze all information applicable

         permitted)	       to the appraisal problem and the type of property, given 

			       the scope of the work identified.  



        1.  When a sales comparison approach is applicable, an appraiser must analyze

              such comparable sales data as are available to indicate a value conclusion.



        2.  When a cost approach is applicable, an appraiser must:



                 a.  Analyze such comparable cost data as are available to estimate the cost

	          new of the property.



	     b.  Analyze such comparable data as are available to estimate the 

	          difference between cost new and the present worth of the property

	          (accrued depreciation).



           3.  When an income approach is applicable, an appraiser must:



 	     a.  Analyze such comparable data as are available to estimate the market

	          income of the property.



	     b.  Analyze such comparable operating expense data as are available to 

	          estimate the operating expenses of the property.



	     c.  Analyze such comparable data as are available to estimate rates of 

	          capitalization and/or rates of discount.



	     d.  Base projections of future income and expenses on reasonably clear and

	          appropriate evidence.



	4.  When developing an opinion of the value of a lease or leased property, an

	     appraiser must analyze the effect on value, if any, of the terms and

	     conditions of the lease(s).



	5.  An appraiser must analyze the effect on value, if any, of the assemblage of

	     the various component parts of a property and refrain from valuing the 

	     whole solely by adding together the individual values of the various

	     component parts.



	6.  An appraiser must analyze the effect on value, if any, of anticipated

	     modifications to the subject property, to the extent that market actions

	     reflect such anticipated modifications as of the effective appraisal date.
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 	7.  An appraise must analyze the effect on value of any real property or

  	     intangible items not personal property but included in the appraisal.



	8.  When appraising proposed modifications, an appraiser must examine and

	      have available for future examination:



	      a.  Plans, specifications, or other documentation sufficient to identify the

	           scope and character of the proposed modifications.



	      b.  Evidence showing probable completion time of proposed modifications.



  	      c.  Reasonably clear and appropriate evidence supporting 

                       implementation costs, anticipated earnings and output, as applicable.



        E.  Standards Rule 7-5:  In developing a personal property appraisal of market 

	  (binding)	             value, an appraiser must, if such information is

				 available in the normal course of business:



	 1.  Analyze all agreements of sale, validated offers or third-party 

	      offers to sell, options, or listings of the subject property current as of the

	      effective date of the appraisal.



	 2.  Analyze any prior sales of the property that occurred within a reasonable 

	      and applicable time period, given the purpose of the assignment and the

	      type of property involved.



       F.  Standards Rule 7-6:  In developing a personal property appraisal, an 

            (binding)                     appraiser must reconcile the quality and quantity of 

			           data available and analyzed within the approaches used 

			           and reconcile the applicability or suitability of the 

			           approaches used to arrive at the value conclusion.



XI.  Standard 8:  In reporting the results of a personal property appraisal, an 

	                 appraiser must communicate each analysis, opinion, and conclusion

		     in a manner that is not misleading.



       A.  Standards Rule 8-1:  Each written or oral personal property appraisal report

	 (binding)		 must:



             1.  Clearly and accurately set forth the appraisal in a manner that will not be

	       misleading.



	 2.  Contain sufficient information to enable the intended users of the 

	       appraisal to understand the report properly.
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	 3.  Clearly and accurately disclose any extraordinary assumption, 

	       hypothetical condition, or limiting condition that directly affects the

	       appraisal and indicate its impact on value.



       B.  Standards Rule 8-2:  Each written personal property appraisal report must 

	 (binding)		 be prepared under one of the following three options

				 and prominently state which option is used:  

       				 Self-Contained Appraisal Report, Summary Appraisal

				 Report, or Restricted Use Appraisal Report.



	The content of the three appraisal reports must be consistent with the 

             intended use of the appraisal and, at a minimum:



            1.  State the identity of the client and any intended users, by name or type -

                 same for each of the three report options, except there are no other 

                 intended users for a Restricted Use Appraisal Report



	2.  State the intended use of the appraisal - same for each of the three report 

                  options.

              

            3.  Self-Contained:  Describe the information sufficient to identify the 

                                             property involved in the appraisal, including the physical 

                                             and economic property characteristics relevant to the 

                                             assignment.



                  Summary:       Summarize the information sufficient to identify the 

                                          property involved in the appraisal, including the physical 

                                          and economic property characteristics relevant to the 

                                          assignment.



                  Restricted Use:  State information sufficient to identify the property 

                                               involved in the appraisal.



	 4.  State the property interest appraised - same for each of the three report 

                  options.



	 5.  State the purpose of the appraisal, including the type and definition of 

	      value and its source - same for Self-Contained and Summary.



                  Restricted Use:  State the purpose of the appraisal, including the type of

			           value and refer to the definition of value pertinent to the 

                                               purpose of the assignment.



	 6.  State the effective date of the appraisal and the date of the report - same 

-34-

                          	          for each of the three report options.



            7.  Self-Contained:  Describe sufficient information to disclose to the client 

	 	                      and any intended users of the appraisal the scope of the

			          work used to develop the appraisal.



	     Summary:       Summarize sufficient information to disclose to the client 

                                         and any intended users of the appraisal the scope of the 

                                         work used to develop the appraisal.



	     Restricted use:  State the extent of the process of collecting, confirming,

			         and reporting data or refer to an assignment agreement

			         retained in the appraiser’s workfile, which describes the

			         scope of the work to be performed.



          8.    State all assumptions, hypothetical conditions, and limiting conditions

	     that affected the analyses, opinions, and conclusions - same for each of the

	     three report options.



          9.    Self-Contained:  Describe the information analyzed, the appraisal 

			         procedures followed, and the reasoning that supports the

			         analyses, opinions, and conclusions.



	     Summary:       Summarize the information analyzed, the appraisal 

                                         procedures followed, and the reasoning that supports the 

                                         analyses, opinions, and conclusions



	     Restricted Use:  State the appraisal procedures followed, and the value

			         opinion(s) and conclusion(s), and reference the workfile



          10.  State, as appropriate to the class of personal property involved, the use of 

                 the property existing as of the date of value, and the use of the property 

                 reflected in the appraisal; and, when the purpose of the assignment is 

                 market value, describe (“summarize” for Summary) the support and 

                 rationale for the appraiser’s opinion of the highest and best use of the real 

                 estate or personal property; state highest and best use for Restricted Use.



         11.  State and explain any permitted departures from specific requirements of

	    Standard 7, and the reason for excluding any of the usual valuation

	    approaches - same for Self-Contained and Summary.



                Restricted Use:  State and explain any permitted departures from specific

			         requirements of Standard 7; state the exclusion of  

			         any of the usual valuation approaches; and state a 
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			     prominent use restriction that limits use of the report to the

                                         client and warns that the appraiser’s opinions/conclusions 

			     set forth in the report cannot be understood properly

			     without additional information in the appraiser’s workfile.



         12.  Include a signed certification in accordance with Standards Rule 8-3

	    - same for each of the three options.



  C.  Standards Rule 8-3:   Each written personal property appraisal report must 

        (binding)                      contain a signed certification that is similar in content to 

                                            the following form:



        I certify that, to the best of my knowledge and belief:



            -  The statements of fact contained in this report are true and correct.

  

            -  The reported analyses, opinions, and conclusions are limited only by the

                reported assumptions and limiting conditions, and are my personal, 

	    impartial, and unbiased professional analyses, opinions, and conclusions. 

            

             -  I have no (or the specified) present or prospective interest in the property 

	    that is the subject of this report, and no (or the specified) personal interest

	    with respect to the parties involved.



             -  I have no bias with respect to the property that is the subject of this report 

	    or to the parties involved with this assignment.



            -  My engagement in this assignment was not contingent upon developing or

	    reporting predetermined results.



            -  My compensation for completing this assignment is not contingent upon the 

	    development or reporting of a predetermined value or direction in value 

                that favors the cause of the client, the amount of the value opinion, the 

                attainment of a stipulated result, or the occurrence of a subsequent event 

                directly related to the intended use of this appraisal.



            -  My analyses, opinions, and conclusions were developed, and this report has

                been prepared, in conformity with the Uniform Standards of Professional

	    Appraisal Practice.



            -  I have (or have not) made a personal inspection of the property that is the

	   subject of this report.  (If more than one person signs the report, this 

               certification must clearly specify which individuals did and which 

               individuals did not make a personal inspection of the appraised property.)   
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           -  No one provided significant personal property appraisal assistance to 

              the person signing this certification.  (If there are exceptions, the name 

              of each individual providing significant personal property assistance 

              must be stated.)



          An appraiser who signs any part of the appraisal report, including a letter of

          transmittal, must also sign this certification, a signed certification being an 

          integral part of the appraisal report.



          An appraiser signing a certification accepts full responsibility for the 

          certification, assignment results, and contents of the appraisal report.



         D.  Standards Rule 8-4:  An oral personal property appraisal report must, at a 

               (departure                  minimum, address the substantive matters set forth in 

                permitted)                 Standards Rule 8-2 for a Summary Appraisal Report.  





XII.  Standard 9:  In developing a business or intangible asset appraisal, an 

                              appraiser must identify the problem to be solved and the scope of

		      work necessary to solve the problem, and correctly complete the

		      research and analysis steps necessary to produce a credible 

		      appraisal.

        

         A.  Standards Rule 9-1:  In developing a business or intangible asset appraisal,

	   (binding)	              an appraiser must:



	   1.  Be aware of, understand, and correctly employ those recognized 

	        methods and techniques that are necessary to produce a credible

	        appraisal.



               2.  Not commit a substantial error of omission or commission that 

	        significantly affects the appraisal.



	   3.  Not render appraisal services in a careless or negligent manner, such as

	        by making a series of errors that, although individually might not

	        significantly affect the results of an appraisal, in the aggregate affect 

                    the credibility of those results.



        B.  Standards Rule 9-2:  In developing a business or intangible asset appraisal, 

	  (binding)	             an appraiser must identify:



	 1.  The client and any other intended users of the appraisal and the client’s

	       intended use of the appraiser’s opinions and conclusions.



-37-

	 2.  The purpose of the assignment, including the standard of value 

	      (definition) to be developed.



	 3.  The effective date of the appraisal.



              4.  The business enterprise, assets, or equity to be valued.



	        a.  Identify any buy-sell agreements, investment letter stock restrictions,

	             restrictive corporate charter or partnership agreement clauses, and 

	             any similar features or factors that may have an influence on value.



	        b.  Ascertain the extent to which the interests contain elements of 

                         ownership control.



              5.  The scope of work that will be necessary to complete the assignment.



	  6.  Any extraordinary assumptions necessary in the assignment.



              7.  Any hypothetical conditions necessary in the assignment.



        C.  Standards Rule 9-3:  In developing a business or intangible asset appraisal

	  (binding)		 relating to an equity interest with the ability to cause

				 liquidation of the enterprise, an appraiser must

				 investigate the possibility that the business enterprise

				 may have a higher value by liquidation of all or part of

				 the enterprise than by continued operation as is.  If

				 liquidation of all or part of the enterprise is the

				 indicated basis of valuation, an appraisal of any real

				 estate or personal property to be liquidated may be

				 appropriate.



        D.  Standards Rule 9-4:  In developing a business or intangible asset appraisal,

	  (departure		 an appraiser must collect and analyze all information

	   permitted)		 pertinent to the appraisal problem, given the scope of

				 work identified.    



              1.  An appraiser must develop value opinion(s) and conclusion(s) by one or 

	       more approaches that apply to the specific appraisal assignment.



 	  2.  Include in the analysis, when relevant, data regarding:



	       a.  The nature and history of the business.
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	            b.  Financial and economic conditions affecting the business \

                             enterprise, its industry, and general economy.



                       c.  Past results, current operations, and future prospects of the business

	               enterprise.

	      

                       d.  Past sales of capital stock or other ownership interests in the 

                            business enterprise being appraised.



	           e.  Sales of similar businesses or capital stock of publicly held similar

	                businesses.



   	           f.  Prices, terms, and conditions affecting past sales of similar business

	               equity.



	          g.  Economic benefit of intangible assets.



     E.  Standards Rule 9-5:  In developing a business or intangible asset appraisal, an

           (binding)	          appraiser must reconcile the indications of value 

			          resulting from the various approaches to arrive at the

			          value conclusion.



XIII.  Standard 10:  In reporting the results of a business or intangible asset 

		          appraisal, an appraiser must communicate each analysis, 

		          opinion, and conclusion in a manner that is not misleading.



          A.  Standards Rule 10-1:  Each written or oral business or intangible asset

	    (binding)		     appraisal report must:



                1.  Clearly and accurately set forth the appraisal in a manner that will not 

	         be misleading.



   	    2.  Contain sufficient information to enable the intended user(s) to 

                     understand it.  Any specific limiting conditions concerning information

	         should be noted. 



	    3.  Clearly and accurately disclose any extraordinary assumption or 

	         hypothetical condition that directly affects the appraisal and indicate 

                     its impact on value.



         B.  Standards Rule 10-2:  Each written business valuation or intangible asset 

               (binding)                      appraisal report must be prepared in accordance 

                                                    with one of the following options and prominently 
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                                                    state which option is used: Appraisal Report or 

                                                    Restricted Use Appraisal Report.



	   The content of the two appraisal reports must be consistent with the 

               intended use of the appraisal and, at a minimum:



	   1.  Appraisal Report:  State the identity of the client and any intended 

                                                     users, by name or type.

                  

                    Restricted Use Appraisal Report:  State the identity of the client.



	   2.  State the intended use of the appraisal - same for both report options.

              

               3.  Appraisal Report:  Summarize information sufficient to identify the

				    business or intangible asset appraised.



                    Restricted Use Appraisal Report:  State information sufficient to identify 

                                                   the business or intangible asset appraised.



	   4.  State as relevant to the assignment the extent to which the business 

	        interest or the interest in the intangible asset appraised contains 

                    elements of ownership control, including the basis for that determination 

                    - same for both report options.



	   5.  State the purpose of the appraisal, including the standard of value 

	        (definition) and its source - same for both report options.



	   6.  State the effective date of the appraisal and the date of the report - 

                    same for both report options.



	  7.  Appraisal Report:  Summarize sufficient information to disclose to the 

                                                   client and any intended users of the appraisal the 

                                                   scope of the work used to develop the appraisal.



	       Restricted Use Appraisal Report:  State the extent of the process of 

                                                  collecting, confirming, and reporting data or refer to 

                                                  an assignment agreement retained in the appraiser’s 

                                                  workfile, which describes the scope of the work to be 

                                                  performed.



	  8.  State all assumptions, hypothetical conditions, and limiting conditions

	       that affected the analyses, opinions, and conclusions - same for both

                   report options.
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                9.   Appraisal Report:  Summarize the information analyzed, the appraisal 

                                                      procedures followed, and the reasoning that 

                                                      supports the analyses, opinions, and conclusions.



                      Restricted Use Appraisal Report:  State the appraisal procedures           

                                                      followed, and the value opinion(s) and conclusion(s), 

                                                      and reference the workfile.



              10.   Appraisal Report:  State and explain any permitted departures from 

                                                      specific requirements of Standard 9, and the reason 

                                                      for excluding any of the usual valuation approaches.



                      Restricted Use Appraisal Report:  State and explain any permitted 

                                                 departures from specific requirements of Standard 9;

                                                 state the exclusion of any of the usual valuation 

                                                 approaches; and state a prominent use restriction that 

                                                 limits use of the report to the client and warns that the 

                                                 appraiser’s opinions and conclusions set forth in the 

                                                 report cannot be understood properly without 

                                                 additional information in the appraiser’s workfile.



              11.  Include a signed certification in accordance with Standards Rule 10-3 -

                     same for both options.



        C.  Standards Rule 10-3:  Each written business or intangible asset appraisal 

             (binding)                        report must contain a signed certification that is 

                                                   similar in content to the following form:



              I certify that, to the best of my knowledge and belief:



               -  The statements of fact contained in this report are true and correct.



               -  The reported analyses, opinions, and conclusions are limited only by the

	       reported assumptions and limiting conditions, and are my personal, 

	       impartial, and unbiased professional analyses, opinions, and conclusions. 

            

               -  I have no (or the specified) present or prospective interest in the property 

	      that is the subject of this report, and no (or the specified) personal interest

	      with respect to the parties involved.



               -  I have no bias with respect to the property that is the subject of this 

                  report or to the parties involved with this assignment.
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          -  My engagement in this assignment was not contingent upon developing or

	  reporting predetermined results.



         -  My compensation for completing this assignment is not contingent upon the 

	 development or reporting of a predetermined value or direction in value that

	 favors the cause of the client, the amount of the value opinion, the attainment

	 of a stipulated result, or the occurrence of a subsequent event directly 

             related to the intended use of this appraisal.



         -  My analyses, opinions, and conclusions were developed, and this report has

             been prepared, in conformity with the Uniform Standards of Professional

	 Appraisal Practice.



         -  No one provided significant business valuation assistance to the person 

            signing this certification.  (If there are exceptions, the name of each and the 

            significant business valuation assistance must be stated.)



         An appraiser who signs any part of the appraisal report, including a letter of

         transmittal, must also sign this certification, a signed certification being an 

         integral part of the appraisal report.



         An appraiser signing a certification accepts full responsibility for the 

         certification, assignment results, and contents of the appraisal report.



  D.  Standards Rule 10-4:  An oral business or intangible asset appraisal report 

        (departure                    must, at a minimum, address the substantive matters set 

         permitted)	          forth in Standards Rule 10-2 for an Appraisal Report.  

	

______________________
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Case studies:



1.  Appraiser Archer is well respected for his appraisals of businesses and is

     considered by many to be an expert in this field of appraising.  He specializes in

     firms selling sporting equipment in Florida and Arizona, especially companies 

     that cater to baseball, and has just completed his appraisal report on the 

     valuation of “Doubleday Enterprises,” a Florida-based company that sells 

     baseball bats and some gloves and uniforms.  The growing popularity of 

     aluminum bats has cut into the profitability of this firm that for years has been 

     one of the leading sellers of wooden bats and Doubleday, concerned about this 

     threat to its livelihood, has asked Archer to appraise its business.

  

     Doubleday’s real and personal property assets are substantial: extensive 

     manufacturing facilities, sophisticated trade fixtures in its up-to-date machinery 

     and equipment, lucrative sales contracts, trademarks on its products, patents 

     associated with the innovative methods the company uses in its production lines, 

     and the goodwill that goes with the name, “Doubleday.”  Due, in large part to 

     that goodwill built up over the years, the company still can show a respectable

     net operating income, in spite of the sales losses it has experienced in recent years.



    Archer appraised the business as a going concern, capitalizing the net income for  

    an indication of value. In addition, he offered a second value opinion on this 

    business that was contingent on Doubleday’s bold plans to capture part of the 

    market purchasing baseballs.  The company has held extensive negotiations with 

    baseball manufacturers in Central America and, at the time of Archer’s appraisal, 

    Doubleday officials said they had concluded a deal that would make their 

    company an important supplier of baseballs to organized professional leagues in 

    the U.S. and Latin America.  Archer could not independently verify that 

    Doubleday had a signed contract in hand.  But an agreement to add baseballs to 

    this company’s line of products would, in Archer’s opinion, have such a dramatic 

    effect on its sales figures that the appraiser felt he had to value this business again, 

    taking the baseball deal into account.  Appraiser Archer’s self-contained appraisal 

    report included two valuations, then, one with and one without the baseball 

    contract.  In both valuations Archer relied on a complete appraisal process.



    Officers at Doubleday are pleased with Archer’s detailed and multi-faceted 

    appraisal.  They want an outside opinion of his valuations of their company,      

    however, as they plan to bring in investors to help finance their baseball venture

    and want to ensure his appraisal efforts on their behalf covered all bases.  So,

    Doubleday contacts the appraisal company of Van Lew & Bowser to conduct a 

    formal review of what Archer has done.  Performing the review will be 

    Appraiser Van Lew, who is the senior partner of her firm.  Doubleday advises

    Van Lew of Archer’s identity.
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      a.  Put yourself in Van Lew’s position as the reviewer of Archer’s work.  What 

           are relevant considerations that she should take into account when looking

           at  Archer’s decision to value the business as a going concern?   



      b.  How should Van Lew rightly expect Archer to have treated the contingency

           of the baseball deal Doubleday says it has concluded in Central America but

           one that Archer could not verify at the time of the appraisal?  Should Archer

           have called it an “extraordinary assumption” or a “hypothetical condition?”    

           Explain your answer and list what Uniform Standards require when the

           contingency as you have labeled it is used in an appraisal.



     c.  What do Uniform Standards specifically require Reviewer Van Lew to identify 

          in her appraisal review of Appraiser Archer’s work?



2.  The tourist season along the beautiful coast of Maine is limited for many hotels

      to the relatively few months of warmer weather this part of the country enjoys

      once a year.  Hotel Owner Chamberlain wants to expand that season for guests 

      seeking rest and relaxation at his establishment.  He has formulated a business

      plan that includes publicizing his hotel as a getaway for winter sport fans, a quiet 

      retreat for religious and corporate groups, and convenient lodging for personnel 

      of commercial fishing companies, among other tactics for increasing his winter

      occupancy rate and overall REVPAR (revenue per available room) for the year.



     He has invited his good friend from Georgia, Appraiser Gordon, to come up to 

     Maine and value what his hotel would be worth if his ideas for boosting winter

     business are successful and he is able to increase his occupancy during those

     cold months from 10% to 50%.  Gordon, who values hotels around the country

     and is licensed in a number of States, including Maine and Georgia, is pleased

     to accept Chamberlain’s invitation to work together again.  Upon reading over

     Chamberlain’s business plan shortly after his arrival in Maine and then studying

     the coastal Maine market, which Gordon knows from previous appraisals, the

     appraiser concludes Chamberlain’s chances for success are promising.  Gordon

     conducts his appraisal and reaches his valuation opinion based upon the 

     contingency that winter occupancy is at 50%.  He carefully notes that the actual

     winter occupancy is 10% and makes clear to the reader of the report that his

     appraisal of the hotel and the REVPAR he has used in his income capitalization 

     are valid only if the 50% occupancy is achieved. 



     Chamberlain takes Gordon’s appraisal to Courthouse Bank, where he hopes to 

     obtain financing to pay for the upgrades to his hotel that he thinks will be

     needed if he is to be successful in getting the improved winter business he is 

     counting on.  Courthouse loan officers advise Chamberlain they will have to get

     their own appraisal, but Chamberlain prevails on them at least to have his 
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     appraisal reviewed, so that they can learn in more detail of his plans to expand.

     Courthouse agrees and calls in the appraisal firm of Van Lew & Bowser.  The

     senior partner, Van Lew, is busy in Florida, but Appraiser Bowser has appraised

     many hotels in her career and agrees to review this hotel appraisal.  Courthouse

     advises Bowser that it does not wish to reveal the name of the appraiser whose

     work Bowser will review.



     a.  What should Review Appraiser Bowser find as she reads the signed 

          certification of Appraiser Gordon’s appraisal report concerning the friendship 

          between Chamberlain and Gordon?



     b.  Reviewer Bowser reads over Appraiser Gordon’s discussion of how 

          Chamberlain expects to increase his hotel occupancy.  Bowser decides Gordon

          handled the projected 50% occupancy in absolute accordance with the 

          Uniform Standards.  If she is right, did Gordon call the 50% projection an

          “extraordinary assumption” or “hypothetical condition?”  And, what 

          requirements of Uniform Standards did Gordon have to meet when he did so?



     c.  What opinions do Uniform Standards specifically require Reviewer Bowser

          to develop as she reviews Appraiser Gordon’s appraisal?



     d.  Since Courthouse Bank advises Review Appraiser Bowser that it does not wish 

          to reveal the identity of the appraiser (Gordon) who did the work Bowser is 

          reviewing, what do Uniform Standards require of Reviewer Bowser regarding 

          Courthouse’s refusal to disclose Appraiser Gordon’s identity?



3.  Land atop the heights overlooking the expansive river below offers a commanding

     view of not only the river but of the countryside of northern Virginia for miles

     beyond the river.  This high ground, called “Marye’s Heights,” is open terrain,

     but developers from across the river have designs on subdividing it for the 

     purpose of putting in thousands of single-family homes.  Most alarming to local

     residents who want to keep Marye’s Heights undeveloped, however, is a plan by 

     the Federal Government to exercise its right of eminent domain and build a huge

     office complex for government workers relocating from Washington, D.C., right

     at the top of the heights, condemning perhaps a third of its total land area. 



     A citizens committee from the local area turns to Appraiser Pelham for help.  The 

     committee chairperson, Citizen Stevens, asks Pelham if he can advise committee

     members what should be done to preserve the heights in its present condition as a

     beautiful recreational location renowned for its view and the solitude it allows. 

     Stevens also wants Pelham to accept the following assignments:

 

	1.  Value the land that would be the likely subject of the government’s 

                  condemnation action.
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            2.  If the government does move in, value what the land would then be worth

                 that would be left in private ownership following the condemnation.



     Pelham agrees to accept the two valuation assignments, anxious as he is with the

     two plots of land he owns on Marye’s Heights to head off government efforts to 

     take over.  He knows the local economy and land values as well as anybody in the

     area, although this will be his first assignment involving eminent domain.

    

     The appraiser advises Stevens he will conduct a market analysis encompassing

     land within a radius of two to three miles from Marye’s Heights, to see if

     anything suitable might be available for both developers and government that

     would possibly convince them to go elsewhere.  Stevens readily agrees to the 

     market analysis as a third assignment for the appraiser.  Pelham offers his 

     services for both the consulting end - the market analysis - and the two valuations 

     free of charge.  Stevens refuses, insisting that her committee would not hear of 

     such a thing and that he will be paid at a flat daily rate that will be doubled if, 

     after his consulting and valuing work, both the developers and government find 

     somewhere else to go.  Pelham pledges to do what he can to foil the impending 

     invasions and promises to bring all the guns he has at his disposal to ensure 

     Marye’s Heights remain unscathed.



     a.  Review the Rules of Uniform Standards and set forth what Appraiser Pelham

          must do in these three assignments to comply.



     b.  Look at Standards 1, 2, 4, and 5 and give what you consider to be the most

          important aspects of those Standards for Pelham to keep in mind as he does

          his best for Stevens and her citizens committee.  

      

_______________________
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USPAP QUIZ #4



Use the answer sheet on the page following question #30 to record your answers.



1.  Standard 6 on mass appraisals requires that an appraiser must:



     a.  Correctly employ generally accepted methods and techniques necessary to 

           produce a credible appraisal.



     b.  Not commit a substantial error of omission or commission that significantly

          affects an appraisal.



     c.  Not render a mass appraisal in a careless or negligent manner



     d.  All of the above.





2.  Standard 7 on personal property appraisals requires the appraiser to analyze 

     prior sales of the subject over what previous period prior to the effective date

     of the appraisal?



     a.  At least one year



     b.  At least three years 



     c.  At least five years



     d.  Over a reasonable and applicable time period, given the purpose of the

           assignment and the type of property involved.





3.  What statement must be included in the signed certification for the report on the 

      appraisal of personal property?



      a.  My compensation is contingent on the attainment of a stipulated result.



      b.  I do have a bias with respect to the property involved.



      c.  My analyses, opinions, and conclusions were developed, and this report has 

           been prepared, in conformity with the Uniform Standards of Professional

           Appraisal Practice.



      d.  All of the above.



Q4-1

4.  In developing a business or intangible asset appraisal according to Standard 9,

     what is the appraiser required to do?



     a.  Identify the problem



     b.  Identify the scope of work necessary to solve the problem



     c.  Correctly complete the research and analysis steps to produce a credible 

          appraisal



     d.  All of the above





5.  Standard 9 requires that an appraiser must investigate the possibility that the

     business enterprise may have a higher value by _________________ than by 

     continued operation as is.



     a.  Capitalization



     b.  Completion



     c.  Liquidation



     d.  Restructuring





6.  Standard 10 identifies the appraisal report(s) that can be used to report the 

     results of a business or intangible asset appraisal as:



     a.  Appraisal Report



     b.  Summary Report



     c.  Restricted Use Appraisal Report



     d.  Both ‘a’ and ‘c’
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7.    In reporting the results of a business or intangible asset appraisal what date(s)

       would the appraiser properly include?



       a.  Assignment date 



       b.  Assignment date and effective date



       c.  Effective date and report date   



       d.  Report date





8.    The signed certification of a business or intangible asset appraisal report does

        not refer to:



        a.  Interest in the property.



        b.  Inspection of the subject property.



        c.  Contingencies.



        d.  Uniform Standards.





9.    What does the Jurisdictional Exception Rule permit the appraiser to do?



        a.  Ignore that portion of Uniform Standards in conflict with law.



        b.  Perform appraisals in geographic areas  known to the appraiser



        c.  Cooperate with other professional appraisers



        d.  Accept a contingency fee



10.  Supplemental standards may not ___________________ the requirements of

       Uniform Standards.



       a.  Reduce  

 

       b.  Equal



       c.  Exceed



       d.  Both ‘a’ and ‘c’ 

Q4-3

Refer to the case studies on pages 42a through 42d to answer questions #11 through #30.





11.  In case study 1, Review Appraiser Van Lew should see if Appraiser Archer

       investigated whether Doubleday Enterprises would have a higher value by

       ___________________ than by continued operation as is. 



       a.  Sales



       b.  Cost



       c.  Income



       d.  Liquidation





12.  In case study 1, if Appraiser Archer individually appraised the real property

       assets of Doubleday Enterprises, Reviewer Van Lew would want to see that in

       doing so Appraiser Archer complied with what Standard?



       a.  1



       b.  3



       c.  5



       d.  7





13.  In case study 1 , if Appraiser Archer individually appraised the personal 

       property assets of Doubleday Enterprises, Reviewer Van Lew would want to see 

       that in doing so Appraiser Archer complied with what Standard?

 

      a.  1



      b.  3



      c.  5



      d.  7
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14.  In case study 1, how should Appraiser Archer treat Doubleday’s reported deal 

       to sell baseballs to Latin America in his appraisal?



      a.  As an extraordinary assumption



      b.  As a hypothetical condition       



      c.  As a limiting condition



      d.  As a fact





15.  In case study 1, must Reviewer Van Lew identify Appraiser Archer in her 

       review report?



       a.  Yes



       b.  Yes, if Archer gives his permission



       c.  Yes, if Van Lew revalues the subject



       d.  No





16.  In case study 1, must Reviewer Van Lew identify Doubleday Enterprises?



       a.  Yes



       b.  Yes, if Doubleday gives its permission



       c.  Yes, if Van Lew revalues the subject



       d.  No





17.  In case study 1, must Reviewer Van Lew identify the investors Doubleday plans

       to bring in for financing help if she believes these investors will use her review

       report in making their decision to help or not?



       a.  Yes



       b.  No
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       c.  No, if she includes the names of the investors in her workfile



       d.  No, if she obtains the agreement of Doubleday to keep the identity of the 

            investors confidential





18.  In case study 2, what should Reviewer Bowser look for in the signed 

       certification of Appraiser Gordon’s appraisal report?



       a.  Disclosure of Gordon’s license status



       b.  Disclosure of any extraordinary assumption used in the appraisal



       c.  Statement that Owner Chamberlain is the client



       d.  Statement of the personal relationship between Chamberlain and Gordon





19.  In case study 2, Appraiser Gordon must pledge in the certification section that

       he has no bias with regard to what?



       a.  Owner Chamberlain



       b.  Owner Chamberlain’s property



       c.  Both of the above



       d.   None of the above





20.  In case study 2, what should Appraiser Gordon call Owner Chamberlain’s goal 

       of 50% occupancy?



       a.  Extraordinary assumption



       b.  Hypothetical condition



       c.  Both of the above



       d.  None of the above
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21.  In case study 2, what opinions do Uniform Standards require Reviewer Bowser

       develop in her review of Appraiser Gordon’s work?



       a.  Reliability of the client 



       b.  Reliability of the intended users



       c.  Whether Gordon’s analyses and conclusions are appropriate



       d.  All of the above





22.  In case study 2, what must Reviewer Bowser include in her report concerning

       the identity of the appraiser whose work Bowser is reviewing?



       a.  She knows the identity but was asked to withhold it.



       b.  The identity was withheld.



       c.  The identity will be included once she knows it.



       d.  Nothing.





23.  In case study 2, if Reviewer Bowser developed opinions in her review report on

       reasons for disagreement on the appraisal methods and techniques Appraiser

       Gordon used, she would be:



       a.  Violating Uniform Standards.



       b.  Violating Uniform Standards if the client had not requested such reasons.



       c.  Violating Uniform Standards if such reasons were not accompanied by a

            revaluation of the property.



       d.  Complying with Uniform Standards.





24.  In case study 3, what would the Ethics Rule require of Appraiser Pelham?



       a.  He may not accommodate the personal interests he has in Marye’s Heights.



       b.  He must accept a contingency fee for his valuation work.
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       c.  Both of the above 

  

       d.  None of the above





25.  In case study 3, what must Appraiser Pelham do because he has no experience

       in condemnation work?



       a.  Complete an assignment involving eminent domain before appraising for the

            citizens committee



       b.  Refer the Marye’s Heights job to another appraiser



       c.  Advise the citizens committee of his lack of background and experience in

           eminent domain work and turn down the assignment



       d.  Advise the citizens committee of his lack of background and experience in 

            eminent domain work and, if he decides to accept the assignment, become

            competent.





26.  In case study 3, the government taking the land for its own use should be 

       shown in Appraiser Pelham’s appraisal report as a(n):



       a.  Extraordinary assumption.



       b.  Hypothetical condition.



       c.  Both of the above.



       d.  None of the above.





27.  In case study 3, Appraiser Pelham should consider Standards Rule 1-3’s

       requirement to:



       a.  Use proper methods and techniques to produce a credible appraisal.



       b.  Avoid errors of carelessness and negligence.



       c.  Judge the impact on value of an extraordinary assumption.



       d.  Develop an opinion of highest and best use.
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28.  In case study 3, Appraiser Pelham should consider Standard Rule 1-4’s

       requirement to:



       a.  Develop an opinion of highest and best use.



       b.  Analyze the effect on value of anticipated public or private improvements.



       c.  Judge the impact on value of a hypothetical condition.



       d.  Analyze existing land use regulations.





29.  In case study 3, what must Appraiser Pelham disclose in the certification 

       sections of both his appraisal and consulting reports?



       a.  Ownership in Marye’s Heights



       b.  He is biased with regard to the subject property.



       c.  He is biased with regard to the parties involved.



       d.  All of the above.





30.  In case study 3, Appraiser Pelham’s fee for his valuation work:



       a.  May not be a contingency fee.



       b.  May not be a contingency fee if his fee for consulting is a contingency fee.



       c.  May be a contingency fee if properly disclosed in the certification section.



       d.  May be a contingency fee if properly disclosed in the certification and

  	Pelham does not invoke the Departure Rule.



__________________
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USPAP





ANSWER SHEET



Put in the letter - ‘a,’ ‘b,’ ‘c,’ or ‘d’ - of your answer choice for each of the questions

numbered below.



                               	 	 QUIZ #4					      



			1.					16.



	              	2.					17.



		            3.					18.



	                        4.					19.



	 	            5.					20.



		            6.					21.



		            7.					22.



		            8.					23.

			

			9.					24.

		          

	                      10.					25.



		          11.					26.



		          12.					27.



		          13.					28.



		          14.					29.



		          15.					30.
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