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Overview

This demonstration of knowledge alternative consists of four modules, with each testing for core
valuation competencies. The modular demonstration of knowledge should represent the associate
member’s best work to date. It demonstrates the associate member’s ability to combine course
material, experience and judgment into documents that show that the associate member is worthy
of the Appraisal Institute’s SRA Membership. The modular demonstration of knowledge provides a
manageable way for the associate member to demonstrate their valuation skills, knowledge and
analytical judgment using real world assignments.

Of the four modules, three of the modules will be written in report format and the remaining module
will consist of a combination multiple choice and narrative assessment. Each of the written modules
will focus on one of the three approaches to value and the fourth module will be an overall
assessment of residential valuation knowledge. Rather than writing a single demonstration report, the
associate member will have the option of completing these separate modules. The following are key
points of the alternative:

e Each written module may be on a different subject property using local market data. Further, the
written modules may encompass any residential property type (1 to 4-family dwellings, 5+ unit
buildings, apartment buildings, mixed-use properties, residential raw acreage, etc.)*, with the
exception of the cost approach module, which must involve an improved property. It is strongly
recommended that at least 2 different residential property types be used within the 3 written
modules.

e The subject property would not be required to suffer from obsolescence, but if obsolescence
exists, it must be properly treated.

e The modules may be completed in any order.

¢ Associates will be able to re-write and resubmit a module once if they fail. If they fail a module
twice, they must re-take the corresponding core designation course.

e Associates may request a mentor to be assigned by the Residential Demonstration Requirement
Subcommittee (RDRS).

¢ The Assessment Module will focus on competencies that may not have been evaluated in the
other modules.

Site Value is a function of the Cost Approach not acceptable for Sales Comparison Approach Module
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Description of the Modules

Sales Comparison Approach Module

This module requires the associate member to write a concise, self-contained, narrative report on a
residential property developing only the sales comparison approach, and which meets other specified
grading guidelines. At a minimum, the report will contain the following sections:

e Introductory Section

e Area Analysis

e Neighborhood Analysis

e Site Analysis

e Legal Description

¢ Assessment Data & Analysis

o Utilities

e Zoning Data

¢ Improvement Description & Analysis

e Marketability Analysis

e Highest & Best Use Analysis

e Valuation Method: The Sales Comparison Approach

e Reconciliation & Final Value Estimate

e Certification & Addenda

Cost Approach Module

This module requires the associate member to write a concise narrative report, in summary format,
on a residential property developing only the cost approach, and which meets other specified grading
guidelines. At a minimum, the report will contain the following;:

¢ Property Identification Template

e Neighborhood Template
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e Site Description Template

¢ Improvement Description Template

e Highest and Best Use (outline provided)
e Valuation Method: The Cost Approach

* Reconciliation & Final Value Estimate

e Certification & Addenda

Income Approach Module

This module requires the associate member to write a concise, narrative report in summary format on
a residential property processing only the income approach, and which meets other specified grading
guidelines. At a minimum, the report will contain the following:

e Property Identification Template

* Neighborhood Template

e Site Description Template

¢ Improvement Description Template

e Highest & Best Use (outline provided)

¢ Valuation Method: The Income Approach

e Reconciliation & Final Value Estimate

e Certification & Addenda

Assessment Module

The Assessment Module will focus on many diverse residential property types and will test for consis-
tency of analysis, knowledge of the reconciliation process, identification and quantification of obsoles-
cence, extraction techniques, and the application of the approaches. Highlights of this module are:

e The module will be a combination of multiple choice and narrative questions.

e The module will be administered in a local, proctored setting.
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The associate member will be allowed to reference USPAP and any other Appraisal Institute
publication.

Alternatives for the Demonstration of Knowledge Requirement

Traditional Demonstration Appraisal Report Modular Demonstration of Knowledge

The traditional demonstration report is a The Modular Demonstration of Knowledge as
complete appraisal, in self-contained report described in this guide containing 3 written
format, on a one-to-four family property that appraisals with one approach only per report
tests an associate’s ability to utilize all three and one module that will be an assessment
approaches to value. test. May use 1-3 properties and obsolescence

is not required.

Written Modules Overview

(Sales Comparison, Cost & Income Approaches)

The module appraisal reports should represent the associate member’s best work to date. It
demonstrates the associate member’s ability to combine course material, experience, and judgment
into documents that show that the associate member is worthy of the Appraisal Institute’s SRA
Membership. The reports illustrate the associate member’s ability to apply analysis and judgment in
real world applications.

Module Appraisal Reports

(Sales Comparison, Cost & Income Approaches)

a.

The module appraisal reports are the most complete presentation of an appraisal of a property
that an individual can produce given the scope of the assignment (module), limits of the
individual’s abilities and market evidence available at the time. The conciseness and thorough
presentation of each section of the appraisal reports should demonstrate the associate member’s
level of knowledge of that section.

The module appraisal reports are special “open book” examinations. The appraisal reports are
intended to test the ability of the associate member to assemble the necessary appraisal reports
in various formats (i.e., self-contained and summary) and to handle each section thoroughly and
concisely.

The purpose of preparing the written appraisal reports is to test the associate member’s ability to
gather the necessary data, analyze the data properly, and write appraisal reports setting forth the
analysis and conclusions that will lead the reader to the same conclusion as the author of the
report.
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d. Associate members should have received a basic education in appraisal theory and application
prior to the preparation of this report. They should refer to the latest editions of Appraising
Residential Property, The Appraisal of Real Estate, and The Dictionary of Real Estate Appraisal
for current definitions and technical and theoretical applications.
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General Requirements

(Strict adherence to the following general requirements is required or the associate member’s reports
will not be accepted for grading.)

a.

The property selected must suffer from incurable physical deterioration and if obsolescence exists
it must be properly treated.

Associate members must select subject properties that meet the modular demonstration of
knowledge requirements. Proper demonstration and use of the required approach to value
must be possible through the selected property. Because this is a demonstration of technical

competence, NO deviation from this rule will be allowed.

The effective date of valuation can be no more than five years prior to the date of submission
to the Appraisal Institute.

“Market value” must be the type of value estimated, with the most current definition used.

Adequate market data must be available for proper demonstration of the required approach.

Selection of a Subject Property

a.

The most important step in the process of preparing a module appraisal report is the selection of
a subject property. Many properties are not appropriate for demonstration purposes since they do
not allow the Associate to meet all the criteria required. A poor selection may make it impossible
to write an appraisal report that would receive a passing grade. Sometimes there is a lack of
enough comparable market data and another subject or market area should be considered.

Selection of the right property means that ample data will be available for all segments of
the report. The associate member’s workload is eased significantly because he or she can
concentrate and focus on preparing the best appraisal report that the market data will permit.

Associate members should select a neighborhood within their community where they can readily
obtain market data on sales, market rents, construction costs, etc. The available data help
associate members select a subject that best fits the data. Collect the data prior to selecting
the subject to assure sufficient data to support each of the steps and adjustments.

If the associate member’s community has limited market data, it may be necessary for the
associate member to go to a nearby community that has a more active market.
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Properties That Cannot Be The Subject of a Module Report

a. A property that is used as a case study in a real estate course, clinic, seminar, etc.
b. A property that is involved in litigation or in which the associate member has an interest.
(1) Prior to accepting the assignment, the Member or Affiliate carefully considers the facts and
concludes that his or her professional judgment will not be affected and reasonable persons,

under the same circumstances, would reach the same conclusion; and

(2) Such personal interest or bias is disclosed to the client prior to acceptance of the appraisal
assignment; and

(3) Such personal interest or bias is fully and accurately disclosed in each written and oral
appraisal report resulting from such assignment.
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Grading and Verification Procedures

The procedures for grading module appraisal reports are rigid and specific criteria must be met. For
additional information, the associate member may contact the local Admissions and/or Associate
Member Guidance Committee or the national Residential Demonstration Requirement Subcommittee
(RDRS).

Demonstration of Knowledge Requirement

Regulation No. 2 and the SRA Admissions Procedure Manual (effective January 25, 1991 last
amendments made January 1, 2001 contain the guidelines for satisfying the Residential Demonstra-
tion of Knowledge requirement either through the Modular Demonstration of Knowledge or through the
Residential Demonstration Appraisal Report.

a. Requirements: The Associate member shall have received credit for The Modular Demonstration
of Knowledge Requirement or The Traditional Residential Demonstration Appraisal Report. The
property or properties must satisfactorily demonstrate the Residential Associate member’s ability
to present a properly supported value estimate or opinion.

The associate member shall select a date of valuation no more than five (5) years prior to the
date of submission to the Appraisal Institute. Upon written request, the Chair of the Residential
Demonstration Requirement Subcommittee may extend this time if good cause is shown.

All appraisal data contained in a module appraisal reports must be factual. In addition, on the
Application for Demonstration Of Knowledge Credit, the associate member is required to certify
that he or she personally and without assistance assembled all of the data used in preparing the
appraisal, analyzed the data, formed the conclusions, and prepared the module appraisal report.
In preparing the appraisal report, the associate member may receive assistance with photography,
drawings, typing, and word processing. The associate member must also certify that the appraisal
and the appraisal report complies with the requirements of Regulation No. 2, the Standards of
Professional Appraisal Practice of the Appraisal Institute including the Supplemental Standards, and
the Code of Professional Ethics.

If the appraisal report is found nonfactual, not the associate member’s own work, or if all or part
is found to be plagiarized, the report will not receive credit. The associate member would then be
required to select another property for any subsequent module appraisal report.

To receive credit, a module appraisal report must meet the requirements of the Regulations, the
Code of Professional Ethics, the Standards of Professional Appraisal Practice, and The Official Guide
To The Modular Demonstration Of Knowledge, as modified.

b. Fees and Ownership of Documents: Each module appraisal report submitted for credit (a) shall
be accompanied by an application furnished by the Associate & Affiliate Member Services and the
required fee and (b) shall become the property of the Appraisal Institute and shall not be returned
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to the associate member. The completed Application for Demonstration Of Knowledge Credit and
a check for the appropriate grading fee must accompany the report. The package should be mailed
to the Associate & Affiliate Member Services of the Appraisal Institute at 550 W. Van Buren St,
Suite 1000, Chicago, IL 60607. For information regarding the amount of the grading fee, contact
the Associate & Affiliate Member Services. Send one copy of each report. Keep a good copy
including photos or negatives and any maps in the event the original is lost in the mail. For
additional information and assistance, contact your chapter Admissions or Associate Member
Guidance Chair or the national Associate & Affiliate Member Services.

Grading

Each module appraisal report submitted for credit shall be referred to the Residential Demonstration
Requirement Subcommittee for grading in accordance with the requirements established by Regulation
No. 2 and the provisions of the SRA Admissions Procedure Manual.

a. Regrading of Unrevised Report: If the report graders determine that a module appraisal report has
failed to meet technical requirements, the associate member may appeal that conclusion and may
request that the failed appraisal report be re-graded. The associate member’s request must be in
writing (and should include the associate member’s reasons for contesting the failure of the
appraisal report to meet technical requirements) and accompanied by the appropriate fee. The
failed report shall be re-graded by member(s) of the Residential Demonstration Requirement
Subcommittee other than those who graded the report on initial submission. The request for re-
grading must be made within sixty (60) days of the date of the notice sent to the associate
member by the Associate & Affiliate Member Services that the report failed to meet the technical
requirements. The Chair of the Demonstration Requirement Subcommittee may grant an extension
of the 60-day period upon written request and for good cause shown. If a module appraisal report
fails to meet technical requirements after it is re-graded, the associate member may revise the
report and submit the revised report.

b. Submission of Revised Report: If a module appraisal report fails to meet the technical
requirements, the associate member may revise and resubmit the report to the Associate &
Affiliate Member Services for re-grading, along with the appropriate fee. Prior to submission of the
revised report, the associate member must attend a Residential Demonstration of Knowledge
Offering as specified by the Admissions Committee, unless the associate member previously
attended a seminar or workshop. The revised report must be submitted within one (1) year of the
date on which notice was sent to the associate member by the Associate & Affiliate Member
Services that the initial module appraisal report failed to meet the technical requirements. The
Chair of the Residential Demonstration Requirement Subcommittee may grant a request for
extension of this one-year period for good cause shown.

c. Regrading of Revised Report: At the associate member’s written request (which should include
the associate member’s reasons for contesting the failure of the revised module appraisal report
to meet the technical requirements) made within sixty (60) days of the date that the associate
member was notified that his or her revised module appraisal report did not meet the technical
requirements, the appraisal report will be re-graded by the Chair of the Residential Demonstration
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Requirement Subcommittee or a member of the subcommittee selected by the Chair who did
not previously grade or re-grade the module appraisal report. If the original grade is upheld, the
associate member must select a different subject property and submit a new report.

d. Verification: Each module appraisal report that meets the technical requirements will be
processed for factual verification before a decision is made whether to grant full credit for the
module. Local representatives appointed by the Chair of the Residential Demonstration
Requirement Subcommittee (or delegate) pursuant to procedures contained in the Procedure
Manual may conduct Field verification of information contained in the appraisal report(s) and in the
associate members’ applications for credit. If a module appraisal report does not receive credit
because it or the application for credit is not factual, then the associate member may not submit
the appraisal report for re-grading nor revise it.

e. Appeal Relating to Verification: On filing of a timely notice of appeal by the associate member, a
decision by the Residential Demonstration Requirement Subcommittee that the module appraisal
report or application for credit is not factually accurate will be further reviewed by the Admissions
Committee according to appeal procedures contained in the Procedure Manual. The notice of
appeal must state the associate member’s reason(s) for contesting the decision of the Residen-
tial Demonstration Requirement Subcommittee. To be timely, the associate member must file a
notice of appeal with the Associate & Affiliate Member Services within sixty (60) days of the date
on which notice was sent to the associate member by the Associate & Affiliate Member Services
advising the associate member of the adverse decision of the Residential Demonstration
Requirement Subcommittee on the verification matter. If an associate member fails to file a timely
notice of appeal, the right of the associate member to appeal shall terminate.

f. Credit, Recording and Notification: The Associate & Affiliate Member Services shall be
responsible for (1) posting of credit to the associate member’s permanent record and (2) all
notifications to the associate member concerning credit for the module appraisal report received.
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Sales Comparison Approach Module

Grading Scale
The grading scale used for each section of the report is shown in the following table:
Possible
Points %
1. Title Page 0.5
2. Letter of Transmittal 0.5
3. Table of Contents 0.5
4.  Subject Photographs 0.5
5. Summary of Important Facts and Conclusions 0.5
6. Description of the Process/Scope 0.1
7. Purpose of the Appraisal 0.2
8. Intended Use of the Appraisal 0.1
9. Property Rights Appraised 0.1
10. Date of Value and Report 0.1
11. Definition of Market Value 0.2
12. Identification of the Property 0.2
13. History of the Property 0.5
Subtotal 4 points = 4%
14. Area Analysis 3.0
15. Neighborhood Analysis 6.0
16. Assessment Data & Analysis 1.0
17. Site Analysis 3.0
18. Improvement Analysis (if applicable) 5.0
19. Highest and Best Use 7.0
20. Description of Sales Comparison Approach 1.0
21. Sales Comparison Approach 60.0
Subtotal 86 = 86%
22. Certification of Value 0.5
23. Assumptions and Limiting Conditions 0.5
24. Photographs 1.0
25. Quality of maps 1.5
26. Floor and site plans 1.5
27. Presentation and organization 2.5
28. Appearance, grammar, punctuation, spelling and math 2.5

Subtotal 10 = 10%

Total Possible Points 100 = 100%
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Questions Regarding Module Appraisal Reports

Associate members should call the Associate and Affiliate Member Service Center at 312-335-4111
and ask for the name and phone number of a grader in their area. All questions about the writing of
module appraisal report should be directed to a grader. Graders are available via phone to answer
questions for Associate Members. Associate Members are encouraged to feel free to use this
valuable resource.

The following pages provide you with the grade sheets utilized by the grader and should prove to be
valuable in assisting the Associate Member as a checklist for the final product.
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Report to Residential Associate Member

The Sales Comparison Approach Module

Associate Member

Subject Property

City/State/Zip

Date

O Pass [ Reject/Revise* (Original Submission) [ Fail (Revised Submissions Only)

* |s it recommended that the Associate member revise this report using the same subject property?

O Yes O No

EXPLANATION

Column

Principles, Technique & Theory

Presentation & Analysis of Data

5

Complete understanding

Very effective and convincing

4

Adequate understanding; complete in
part

Good; convincing

Marginal understanding

Adequate; acceptable

Minimal understanding

Unacceptable; unconvincing

Poor understanding

Poor effort; erroneous

Ol |IN|W

No understanding

No effective effort

RATING GRID

Section

Description

Column

Part One

Introductory Information

Part Two

Area Analysis

Neighborhood Analysis

Assessment Data & Analysis

Site Analysis

Improvement Analysis

Highest and Best Use

Description of the Sales Comparison
Approach

Sales Comparison Approach

Reconciliation & Final Value Estimate

Part Three

Certification & Addenda
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Note to the Associate Member: This is a summary for grading purposes only, for further details of
requirements see The Official Guide to the Modular Demonstration of Knowledge.

Reject/Revise Reports Only: Any section or subsection receiving a rating of 2 or less needs to be
revised in order to meet the criteria for that section described in the Residential Official Guide.
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PART ONE: INTRODUCTORY INFORMATION

Description

Column

3 2

Title Page

Letter of Transmittal

Table of Contents

Subject Property Photographs

Summary of Important Facts and Conclusions

Description of the Process/Scope

Purpose of the Appraisal

Intended Use and User of Appraisal

Property Rights Appraised

Date of Value and Report

Definition of Market Value

Identification of the Property

History of the Property

PART TWO: AREA ANALYSIS

Description

Column

3 2

Description of market area

Discussion of four forces

Analysis/Conclusions relative to property appraised
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PART TWO: NEIGHBORHOOD ANALYSIS

Description

Column

3 2

Boundaries defined and justified

Predominant types of improvements

History/Development

Price range and rental rates

Typical age and condition of improvements

Life stage and trends

Percent built-up

Typical financing

Location and accessibility

Land usage

Homogeneity of surrounding properties

Vacancy

Turnover in ownership

New construction activity

Utilities/Adequacy

Nuisances and/or hazards

Support facilities

Analysis/Conclusions relative to property appraised

PART TWO: ASSESSMENT DATA & ANALYSIS

Description

Column

3 2

Subject assessment/Mileage rate/Taxes,
special assessments

Special assessments

Subject compared to competing properties,
if applicable

Taxing trends and conclusions
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PART TWO: SITE ANALYSIS

Description Column

5 4 3

2

Dimensions, correct computation of land area,
and shape

Topography and drainage

Soil and sub-soil conditions

Access

Utilities/Adequacy

Walks, curbs and drives

Landscaping

Nuisances and/or hazards

Flood zone

Easements and encroachments

Zoning/Allowable uses/Conformity or non-conformity

Conclusion relating to use

PART TWO: IMPROVEMENT ANALYSIS (IF APPLICABLE)

Description Column

5 4 3

2

Current use

Design

Type and quality of construction

Dimensions/and GLA (or GBA)

Interior layout/floor plan

Structural and construction details

Mechanical equipment

Built-in equipment

Porches, stoops, etc.

Physical condition/Deferred maintenance

Actual and effective age

Economic life (market support)

Functional utility or inutility
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PART TWO: HIGHEST AND BEST USE ANALYSIS

Description

Column

3 2

Definition and source

Land as if vacant e Legally permissible

e Physically possible

* Financially feasible

e Maximally productive

e Consideration of ideal
improvement

e Conclusion “as vacant”

Property As Improved Conclusions and analysis of
obsolescence if applicable

PART TWO: APPRAISAL PROCESS

Description

Column

3 2

Description of the Sales Comparison Approach

PART TWO: SALES COMPARISON APPROACH

Description

Column

3 2

Description of comparable sales

Quality of comparable sales

Market supported adjustments—paired data (or other
applicable methods)

Adequate demonstration of adjustments

Depreciation consistency: Physical, functional, or
external if applicable

Reconciliation of value
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PART THREE: CERTIFICATION AND ADDENDA

Description

Column

3 2

Certification of Value

Assumptions and Limiting Conditions

Photographs

Quiality of maps

Floor and site plans

Presentation and organization

Appearance, grammar, punctuation, spelling and math
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A (Complete or Limited) Self Contained Appraisal Report

Estimating the Market Value of the Fee Simple Interest in a certain property known as

The Single-Family Residence

Northwest Corner Main and Green Streets
1234 West Main Street

Downtown, Indiana 99999

At The Request of

Appraisal Institute

Associate & Affiliate Member Service Center
550 W. Van Buren St.

Suite 1000

Chicago, IL 60607

Reflecting physical improvements and market conditions
As Of
January 8, 1998

Prepared by

Mr. William J. Parks

Real Estate Appraiser

2345 North University Highway
Downtown, USA 99999

Prepared on
May 8, 1998

20 | The Official Guide to the Residential Modular Demonstration of Knowledge



Sample Letter of Transmittal

May 8, 1998

Appraisal Institute

Associate and Affiliate Member Service Center
550 W. Van Buren St.

Suite 1000

Chicago, IL 60607

Dear Madam or Sir:

This letter serves as the transmittal of the appraisal report that follows on the single-family residence
located at 1234 West Main Street, Downtown, Indiana 99999. The report is an (limited or complete)
appraisal in the self-contained format utilizing only the Sales Comparison Approach.

In response to your request to prepare an appraisal, | personally inspected this property during the
week of January 8, 1998. All necessary data gathering and analysis were done by myself either
before or after the site visit.

This inspection and appraisal were made for the purpose of estimating the market value, as defined
in this attached report, of the fee simple interest in the property on the date of the inspection. The
intended use of this analysis and report is to satisfy the demonstration of knowledge requirement for
SRA membership.

The accompanying report, which includes exhibits and addenda, describes the approach to value and
the conclusion derived by the application of the approach. This appraisal is made subject to the
limiting conditions and certification that are attached. (Note, depending on property, departure clause
may apply and must be addressed.)

Based on my investigation and analysis of the data gathered, | have formed the opinion that the
market value of the fee simple interest in the subject property was, on January 8, 1998, the amount

of: ONE HUNDRED TWENTY FOUR THOUSAND DOLLARS ($124,000).

Respectfully submitted,

William J. Parks
Real Estate Appraiser
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Table of Contents
Overview

The table of contents, which is located immediately after the letter of transmittal, outlines the
organization of the appraisal report with headings and subheadings. It lists the sequence and page
number of each component of the report. It is not a numbered page and should not include any
reference to the title page or the letter of transmittal. It may include a list of exhibits. Major headings
should be aligned on the left and any subheadings should be indented.

Major Items to be Included in Table of Contents

The table of contents lists in sequence with page references the major components of the report. The
numbering of pages normally begins after the table of contents. Use headings and subheadings to
identify the major sections of the report.

Photographs
Overview

A photograph of the front of the subject property at the beginning of the report is optional, but it can
serve as an excellent introduction and give the reader a clear visual picture of the subject property.

The photograph should be enlarged so that it is easily recognizable. If a photo is used, it should be

presented on the first numbered page of the module appraisal report.

Photographs to be Included

a. A good front view photograph at the beginning of the report is recommended to give the reader a
visual representation of the property.

b. Photos of subject should include exterior views from the front, sides, and rear and interior photos,
especially of areas of deferred maintenance and obsolescence items.

c. Street views and site improvements are also recommended.

Criteria for Maximum Credit
a. Inclusion of all items listed above

b  Attractive, color photographs of the subject property
c. Clear, uninterrupted views of the property
d. Identification of photographer and date of photograph

e. Description of scene in photograph, including view, direction, and unusual features.
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Summary of Important Facts and Conclusions
Overview

The summary of important conclusions is a comprehensive overview of the appraisal problem, the
factual data and the solutions to the problem. If possible, this section should be a single page.

Important Facts and Conclusions to be Included
An outline of the report’s major points and important conclusions is recommended. Such a

presentation provides the reader with a convenient summary and provides an opportunity to stress
points that were considered in reaching the final opinion.
a. Location

b. Property Type

c. Owner of record

d. Purpose of Appraisal

e. Property Rights Appraised

f.  Zoning

g. Site Area

h. Brief improvement description

i. Statement of highest and best use

j. Value indicated by the sales comparison approach

k. Date of value estimate

Criteria for Maximum Credit
a. Inclusion of all items listed above

b. Brevity, attractive layout, and no errors

c. Consistency with information in report
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Sample Summary of Important Facts and Conclusions

Property Type

Single-family Residence

Location

1234 West Main St., Downtown, Indiana 99999

Owner of Record

James J. Jones, Downtown, USA

Purpose of Appraisal

Estimate Market Value

Property Rights Appraised

Fee Simple Interest

Effective Date of Appraisal

8, January, 1998

Date of Report Completion

8, May, 1998 (Assessor’s Plat and Lot No.: Map #2727, Parcel #87)

Site Area

60 ft. x 135 ft. or 8,100 sq. ft. fully improved and conforms to all
appropriate ordinances.

Improvements A 12-year-old, one story, frame ranch house with 6 rooms, 3
bedrooms, 1-1/2 bathrooms, 1,080 sq. ft. of gross living area, and a
one-car frame attached garage

Zoning Single-family Residential

Highest and Best Use

As presently improved

Value indicated by Means of

Sales comparison approach $124,000

Estimated Exposure Time

2 to 4 months, assuming the subject property were listed at or near
the appraised value herein by an experienced, competent broker.
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Description of Process/Scope
Overview
Standards Rule 2-2 requires the appraiser to describe the process of collecting, confirming, and

reporting data to protect third parties whose reliance on an appraisal report may be affected by
the extent of the appraiser’s investigation.

The common language for this section of the report is the “scope” of the appraisal.

Major items to be included in Description of Process/Scope
Describe the extent of the process of collecting, confirming, and reporting data.

Criteria for Maximum Credit
a. Inclusion of all items listed above

b. Brevity and thoroughness

c. Consistency with information in report

Purpose & Intended Use of the Appraisal, Property Rights Appraised,
Date of Value Opinion and Date of Report, Definition of Market Value,
and ldentification of Property

Overview

These items are closely related. This section of the module appraisal report is one of the most
important. Standards Rule 2-2 requires that each written real property appraisal report must:

a. ldentify and describe the real estate being appraised.

b. Identify the real property interest being appraised.

c. State the purpose of the appraisal.

d. Define the value to be estimated.

e. Set forth the effective date of the appraisal and the date of the report.

Purpose of the Appraisal

The purpose of the appraisal is the main objective of the appraisal, which is to develop an
independent, supported opinion of the “market value” of the subject property as of the effective
date of appraisal.
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Intended Use and Intended Users of the Appraisal

The intended use of the module appraisal report is to satisfy the demonstration of knowledge
requirement of the Appraisal Institute. The intended user of the module appraisal report is the
Associate & Affiliate Member Services of the Appraisal Institute.

Property Rights Appraised

Identifying the property rights requires a direct statement substantiated as needed by copies or
summaries of legal descriptions or other documents setting forth any encumbrances. These property
rights are also included in the report. For demonstration appraisal purposes the interest appraised
should be the fee simple interests. When other rights, they should be described, and their impact on
value, if any, should be fully evaluated and discussed. Consistency should be maintained throughout
the report. For example, the writer must not define the fee simple estate in this section and report the
value of the leased fee in the final estimate of value.

Effective Date of the Appraisal and Date of Report Completion

The effective date of the appraisal establishes the context for the value opinion while the date of the
report indicates whether the appraiser considered the market conditions on the effective date as
prospective, current, or retrospective.

Definition of Market Value

For the purposes of a module appraisal report, the value being sought is “market value.” The
definition of value requires an appropriate referenced definition and any comments that will indicate
clearly to the reader how the definition is applied.

Identification of the Property

The identification of the property can be any combination of legal description, address, map reference,
copy of a survey or map, property sketch, and/or photographs. The source of the legal description
should be included (e.g., a survey or a deed. If the description is lengthy, an abbreviated version
should be included within the body of the report, with the complete details contained in the addenda).

Criteria for maximum credit
a. Inclusion of all items listed above

b. Compliance with Standards 1 and 2 of The Uniform Standards of Professional Appraisal Practice
c. Brevity and no typographical errors
d. Consistency with other information in report

e. Report source of all definitions
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History of Property
Overview

This section provides a brief summary of the history of the subject property. The history of the subject
property should begin at a logical point in the past (e.g., the date of subdivision, date of construction,
date of remodeling, and /or date of last sale). This section should include information on historical
costs, purchases, leases, financing, capital additions, modernization, and development of
encumbrances.

Criteria for Maximum Credit
a. Inclusion of all items listed above

b. Compliance with Standard 1 of the Uniform Standards of Professional Appraisal Practice
c. Brevity, attractive layout, and no errors

d. Consistency with other information in report

Regional/Area Analysis
Overview

This section of a report is often misunderstood and sometimes poorly presented. Some Associate
members include a great deal of material with little or no bearing on the value of the property being
appraised.

The regional and city data section should:
a. Describe the geographical location and where the subject neighborhood is within the market area.

b. Identify and evaluate the four forces—social, economic, governmental, and environmental—that
affect the subject property type and the subject property.

c. Analyze trends in the four forces that clearly have a significant effect on the subject property.

d. Arrive at a clear-cut, definitive conclusion about the future of the region or city and how this future
will affect the subject property.

The analysis of regional and city data is a necessary part of the valuation process. It provides the
background for specific property appraisals, supplies information about future trends, and forms a
basis for the appraiser’s judgments.

An understanding of the four forces that influence value—social, economic, governmental, and
environmental—is fundamental to appraising because the interaction of these forces creates the
conditions whereby property values increase, decrease, or remain stable.
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All of the data in this section should be relevant, concise, and consistent with other data in the report.
Lengthy background and statistical data may be referred to in this section and placed in the addenda.

Major items to be included in Regional/Area Analysis
This section of the report describes the pertinent area background affecting the valuation of the

subject property. Consideration should be given to all pertinent factors in this analysis, but only data
that are relevant to the subject property should be discussed, analyzed, and included in this section.
One of the keys to the scope of this discussion is the behavior pattern of typical buyers for
comparable properties in the local market. For purposes of regional/area analysis and identification,
the interaction of supply and demand that influences real property values may be classified under the
four forces:

a. Economic

b. Governmental

c. Social

d. Environmental

Identification of key points under the four major forces can help in organizing this section. Once the
broad background features have been defined, narrow the consideration to the most relevant points
affecting the subject. Typical market behavior in the area should be the guide in determining the
appropriateness of the information you report.

The following represents a minimum of factors to discuss:

a. Population data and growth statistics

b. Employment and activity sources

c. Regional sources

d. Governmental services

e. Government efficiency or inefficiency

f.  Unemployment

g. Traffic, street, and parking problems

h. Location of support services
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i. Other pertinent features such as:

(1) Climate

(2) Topography

(3) Soil and subsoil
This section should identify the economic base for the value conclusion. Extremely pertinent features
are employment, base economics, income, price levels, interest rates, population, financing, supply

and demand for similar properties, and typical buyer attitudes.

Avoid “canned” material or flowery rhetoric found in some promotional materials. Exhibits in this
section of the report followed by a narrative analysis are helpful.

This section must have a conclusion relative to the probable future of the area, residential property
values, and the relationship of these predictions to the property appraised.

Criteria for Maximum Credit
a. Inclusion of all items listed above

b. Length consistent with presentation of pertinent data

c. Reference to lengthy background and statistical data here, with inclusion of these items in
addenda

d. Consideration of how supply and demand influence the subject property
e. Brevity, attractive layout, and no errors

f.  Consistency with other information in report

g. Inclusion of area/regional maps showing subject

Note: All the material in this section should be original and prepared by the associate member.

Using data prepared by the associate member’s firm or by a chamber of commerce may cause the
local chapter to determine that this is not the work of the associate member. In these circumstances,
it is possible that the module appraisal report would not be awarded any credit. If the grader believes
that this section consists of “canned” data or data from a chamber of commerce, no credit will be
awarded. This type of information can be used by the associate member in the collection of data,

but the presentation in the appraisal report should be the associate member’s original work.
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Neighborhood Analysis
Overview

This section represents the second step in Part 2. It builds on the regional/area trends and
conclusions presented in that section and adds neighborhood information. The neighborhood analysis
should analyze objectively the four forces that influence values in the subject neighborhood and arrive
at conclusions relative to the subject property.

Neighborhood analysis should:
a. Delineate the neighborhood boundaries and locate the subject property within the neighborhood.
b. Provide a background for estimating remaining economic life expectancy and effective age.

c. Reach a conclusion, based on the data presented, concerning the probable future of the
neighborhood and how this future will influence the subject property and similar properties.

An understanding of the four forces that influences value—social, economic, governmental, and
environmental—is also a fundamental concept in neighborhood analysis. The neighborhood factors
that are considered in the three approaches to value should be explained and analyzed here, in
preparation for the application of the approaches later in the report.

Problems in this section are often repeated and expanded in subsequent sections. Problems that are
frequently encountered in this section include presentation of too much data or irrelevant data, failure
to consider the effects of the four forces, and failure to reach a conclusion regarding the subject

property.

All the data presented in this section should be relevant, concise, and consistent with the other data
in the report.

Major items to be included in Neighborhood Analysis
A neighborhood analysis should be a continuation of the analysis set forth in the regional/area

analysis. The following is an outline of some of the more significant factors, which should be
considered and analyzed in this section:

a. Define, support, and document neighborhood boundaries.

b. Describe the predominant types of improvements, including the quality and type of construction
of the typical home and the conformity or lack of conformity of the subject property.

c. Describe the history of the neighborhood.
d. Discuss and analyze the price range of properties and rental rates.

e. Describe the typical age and condition of improvements.
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f. Describe and analyze the life stage and trends of the neighborhood.

g. Describe and analyze the extent to which the neighborhood is built-up.

h. Consider the most probable sources of financing, loan ratios, and current and available mortgage
rates.

i. Describe and analyze the location and accessibility of the neighborhood compared with competing
neighborhoods.

j.  Describe and analyze the appropriate characteristics of land usage through planning, zoning, and
other restrictions.

k. Consider the degree of homogeneity (or lack thereof) of surrounding properties and its effect on
value.

|.  Describe and analyze vacancy and/or occupancy rates or ratios.

m. Describe and analyze the turnover in ownership or occupancy.

n. Discuss new construction activity, if any, and the inventory of competitive properties.

0. Discuss the availability and adequacy of utilities.

p. Discuss any detrimental influences, nuisances, or hazards external to the property.

g. Discuss and analyze the proximity of the neighborhood to employment centers, central business
district, shopping districts, schools, houses of worship, transportation, civic services, recreational
and cultural facilities, and any other locational characteristics that are relevant to values and
market acceptance of the neighborhood.

The neighborhood analysis must end with a conclusion relating the data to the subject. The conclusion

section should consist of a summary of facts affecting value, including a projection of economic trends

for the neighborhood.

The neighborhood analysis, like the regional/area analysis, helps to set the framework for remaining

economic life and the existence of external and possibly functional obsolescence. This section should

also point out the price and rent levels of other properties in the neighborhood that compete directly

with the subject property.

This section should include a map showing the location of the neighborhood and the neighborhood
boundaries marked. It also is helpful to include a zoning map.
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Criteria for Maximum Credit
a. Inclusion of all items listed above

b. Length consistent with presentation of pertinent data

c. Consideration of how the forces of supply and demand influence other properties in the
neighborhood as well as the subject property

d. Brevity, attractive layout, and no errors

e. Consistency with other information in report

Assessment Data and Analysis
Overview

This section of the report is usually brief. It should include the current assessed value and tax burden
of the subject property, a review of its assessed value and tax burden in the past three to five years,
comparisons between the subject property and competitive and comparable properties, and a forecast
of probable future trends relating to assessed valuations and taxes. Any special assessments or
pending special assessments and their impact on value should also be discussed here.

Problems associated with this section usually concern omissions, reporting incorrect information,
failure to review recent history, and failure to forecast future trends.

Criteria for maximum credit
a. Inclusion of all items listed above

b. Brevity, attractive layout, and no errors

c. Consistency with other information in report

d. Use of current and correct information

e. Analysis of the impact of tax burdens on present and future values

f.  Comparison of tax burdens of subject property and comparable properties
g. Consideration of impact of special assessments on value

h. Review of past trends and forecast of probable future trends in taxation
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Site Description and Analysis
Overview
This section uses specific data to describe the subject site accurately. An accurate physical

description is needed to determine the property’s highest and best use as though vacant and to select
comparable site sales.

This section need not be long, but it should include all the data required. If it is Lengthy, subheadings
should be used.

This section should state the official zoning designation, the governmental body that controls the
zoning, a short description of the principal uses and restrictions, and the subject property’s conformity
or nonconformity. Any positive or negative effects on value should be analyzed, and any special zoning
requirements (e.g., earthquake or floodplain limitations, should be clearly indicated).

The zoning ordinance, or pertinent portions of the ordinance, may be contained in the addenda to
the report. A zoning map showing the location of the subject property should be included. This is
particularly helpful if a zoning change is likely.

Do not use a nonconforming property or a property subject to a zoning change as the subject of a
module appraisal report unless it is absolutely necessary. If a legal non-conforming property is used,
the influence of the zoning must be adequately explained.

Problems that arise in this section are often complicated in the discussion of highest and best use as
though vacant. All data in this section should be relevant, concise, and consistent with other data in

the report. The use of exhibits can greatly enhance the effectiveness of the site description.

Major items to be included in Site Description and Analysis
The site must be accurately described. A plot plan should be inserted at this point. The plot plan

should include a drawing of the site with site dimensions. Identify road frontages, the location of the
dwelling, landscaping, and other characteristics that help describe the site and how it is presently
being utilized. Other items to include would be easements, encroachments, and other factors that
help to depict the site graphically. This section should include as a minimum the following;:

a. Site dimensions, area, and shape

b. Topography

c. Drainage, soil, and subsoil conditions

d. Access (describe streets and their adequacy)

e. Utilities and the adequacy of utilities

f.  Man-made improvements such as walks, curbs, and driveways
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g. Proximity to any nuisances, hazards or detrimental influences

h. Flood zone with map references, and the effect of floods, if any, on site utility
i. Easements and encroachments with analysis of their effect on the site, if any
j. Zoning designation and meaning

k. Allowable uses within the zoning District

I. A conclusion on the conformity or nonconformity of the site or property to public or private
restrictions

m. A conclusion concerning the ultimate effect of the previously described site conditions on the use
of the site

n. A conclusion about the presence or lack of externalities

Criteria for maximum credit
a. Inclusion of all relevant items listed above

b. Length consistent with presentation of data

c. Brevity, attractive layout, and no errors

d. Consistency with other information in report

e. Inclusion of pertinent, well-designed exhibits with correct references

f. Statement about the effect of any externalities on the site

Improvement Description & Analysis
Overview

This section provides a detailed description of the improvements that enables the reader to visualize
the subject while reading the report. The critical factors to be determined are the quality of the
improvements, the condition of the structure and its components, and the functional utility of the
structure. Conclusions regarding depreciation, effective age, and remaining economic life expectancy
should be reached.

This portion of the report can be as long or as short as necessary to describe and analyze the
improvements. The use of exhibits may be particularly helpful. Photographs of the structure should
include the exterior, the street, interior rooms, interesting items of construction, and items of physical
deterioration and/or functional and/or external obsolescence. Other pertinent exhibits should include
floor plans drawn to scale.
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Typical problems in this section of the report involve insufficient support for estimates of effective age,
total and remaining economic life, and useful life expectancies; inadequate description and condition
of the construction components; and failure to develop a proper foundation for the depreciation
estimates presented later in the report.

This section represents 5% of the total grade. All data in this section should be relevant, concise, and
consistent with the other data in the report.

Description Of The Improvements

The description portion should include the current use, architectural style, type or quality of
construction, dwelling dimensions, area, interior layout, structural and construction details,
mechanical equipment description, and any ancillary improvements such as porches, swimming pools,
etc. This portion can be described in an abbreviated outline, a narrative form, or combination of both.
A scaled drawing of the improvements must be provided here showing the building layout with exterior
dimensions.

Analysis Of The Improvements

The analysis portion should include a discussion of the age and the condition of the improvements
and all major building components. The dwelling's effective age and remaining economic life should be
discussed here. Functional utility or inutility must be discussed and analyzed. This analysis continues
later under Highest and Best Use where more detailed conclusions can be described.

Criteria for Maximum Credit
a. Inclusion of all major items listed on suggested format (pages 86-88)

b. Length consistent with presentation of pertinent data

c. Consistency with other information in report, particularly with respect to depreciation

d. Statement of actual chronological age

e. Estimate of effective age with market support

f.  Estimate of remaining economic life expectancy with market support

g. Estimates of remaining useful life expectancy of appropriate components with market support
h. Condition survey

i. Quality survey

j. Functional utility analysis

k. Energy efficiency analysis
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I.  Foundation for all types of depreciation

m. Well-prepared floor plans
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Sample Improvement Description Format

A. Exterior description
1. Substructure: footings, slabs, columns, beams, and foundation walls, etc.
2. Superstructure

a. Framing

b. Insulation

c. Ventilation

d. Exterior walls

e. Exterior doors

f.  Windows, storm windows, and screens

g. Roof and drain system, condition, replacement
h. Chimneys and vents

Special features

B. Interior description
1. Interior walls and doors, conditions
2. Division of space
Total number of rooms
Total number of bedrooms
Total number of baths
Storage areas
Circulation zones
3. Interior supports
a. Beams and columns
b. Flooring system
c. Ceilings
4. Painting, decorating, and finishing
a. Wall and ceiling finish
b. Floor covering
c. Molding and trim
d. Fireplaces
5. Basement
a. Full or partial
b. Size in square foot
c. Height
d. Finished/unfinished
6. Pest control
7. Miscellaneous and special features

P a0 oo

C. Equipment and mechanical systems
1. Plumbing system
a. Piping
b. Fixtures
c. Hot water heater
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2.

3.

Energy systems

a. Heating system

b. Heating system fuels

c. Air-conditioning or cooling system
d. Electrical system

Miscellaneous equipment

a. Fire protection

b. Specialized equipment

D. Other features

1.
2.
3.

Calculation of gross living area or gross building area
Appliances—built-in (BI) items that apply to real estate
Attached improvements
a. Garages/carports—BI or detached
b. Porches

(1) Open

(2) Enclosed

(3) Patios and/or decks

E. Site improvements

1.

2
3.
4.
5

Drives, walks, parking lots, etc.

Fences

Yard buildings and/or detached garages
Pools, patios, sheds and etc.

Lawn and landscaping

F. Actual age, effective age, remaining economic life and useful life

1.
2.
3.

Actual chronological age
Effective age estimate (discuss)
Remaining economic and useful life (support)

G. Quality and condition survey—for all items on suggested format you should provide a
description of quality and condition
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Highest and Best Use Analysis
Overview
Highest and best use analysis is a pivotal section of an appraisal report. It is based on the data and

analysis already presented, and it puts the remainder of the report into focus and leads the reader to
the final indication of value.

From the information presented and derived in the previous sections, appropriate market information
is analyzed and conclusions are drawn.

The highest and best use analysis consists of a brief outline of previous report conclusions and a
discussion of the basic appraisal principles not covered previously. This section should contain
definitions and sources of all the major terms used.

Highest and best use analysis is one of the minimum report requirements of the Uniform Standards of
Professional Appraisal Practice.

This section represents 7% of the total grade for a module appraisal report. Problems that originate in
previous sections of the report are often amplified here. Typical problems encountered in this section
include improper treatment of the four tests criteria for highest and best use, no discussion of the
ideal improvements, inconsistency with data in other sections of the report, violation of the theory of
consistent use, and use of a legal, nonconforming use as the subject property.

All the data in this section should be relevant, concise, and consistent with other data in the report.
This section draws on pertinent information from the factual descriptions section of the report and
leads the reader to the application of the approaches to value and the final value estimate.

Procedure
In this section of the report, the appraiser considers:

a. Highest and best use of the site as though vacant, using the four criteria. The highest and best
use must be legally permissible, physically possible, financially feasible, and maximally
productive.

b. Identification of the ideal improvement
c. Highest and best use of the site as improved

Major items to be included in Highest and Best Use

This section of the report must be complete and thorough. It should begin with a proper definition of
highest and best use and include the source of the definition. Two separate studies are mandatory
for this section.
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Highest and Best Use of the Site as Though Vacant

This analysis must address the four criteria. The highest and best use supported must be legally
permissible, physically possible, financially feasible and maximally productive. This analysis should
end with a conclusion of the ideal improvement that represents the highest and best use of the land
as though vacant.

Highest and Best Use of the Property as Improved (if applicable)

Through analysis of the four criteria for highest and best use, this portion should establish that use
which is maximally productive. This analysis should include curing any curable deficiencies, repairs, or
renovations. A comparison of the existing improvements with the ideal improvements should identify
the depreciation measured in the sales comparison approach.

All basic principles of real estate valuation should be considered. Mathematical support should be
provided where needed.

Criteria for Maximum Credit
a. Inclusion of all items listed above

b. Length consistent with presentation of pertinent data, and complete and thorough analysis of all
appropriate factors

c. Reference to all major conclusions derived from analysis of the region, city, neighborhood, subject
site, and subject improvements, including all depreciation factors

d. Statement establishing appropriateness of all approaches to value used in valuation section
e. Attractive layout and no errors

f.  Consistency with other information in report

Highest and Best Use

Definition from current source

Analysis of highest and best use of the site as though vacant:

Legal permissibility
a. What is current zoning (r-1, single family, multi-family, etc.)

b. What does zoning allow?
c. Are there deed restrictions?

d. What are minimum lot sizes and setbacks?
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e.

Is there a possibility of change in zoning?

Physical possibility

a.

b.

J-

Size

Shape

Access

Utilities

Flood plain

Wetlands

Special view

Quality of roads

Special nuisances or hazards such as location next to gas station, etc.

Location

Financially feasible

a.

What is the market currently doing in this neighborhood or marketing area? Days on market?

Is financing available and at what terms?

What are income levels of buyers and are there ample buyers to necessitate a particular product?

Are builders building in this area and if so are they able to command a reasonable profit?

What is the market most in need of that the legal aspects of this property would allow and the
physical characteristics would accommodate?

Maximally productive

a.

What would be the best product to build on this site? Single family, multi family, etc.

What size? (range of most typical size would be acceptable)

How many bathrooms, bedrooms, garage, carport, etc.?

What quality and general price range? Be sure to look at your neighborhood to be sure you’ve
properly set this up.
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Analysis of the highest and best use of the site as improved (if applicable)

Consider the above four test and how the subject does or does not meet the four test of highest and
best use. Be sure to comment depreciation, if applicable, and how it affects the “as improved”
product.

The Valuation Process
Overview

The valuation process and the underlying principles of value are the basis of the data gathering,
analysis, and opinion of value. The associate member should demonstrate a knowledge of these
and explain their application to the opinion of value in this report. For example, does the principle of
change play a major role in the analysis of this property? What about supply and demand? Does the
principle of balance influence value significantly in this market?

All discussion should refer to the latest editions of Appraising Residential Properties, The Appraisal
of Real Estate, and The Dictionary of Real Estate Appraisal.

Major items to be included in the valuation process

At the beginning of the approach, briefly explain the theory of the approach and outline how it will be
handled in the valuation process. The appropriate economic principles should be quoted with an
explanation of how they apply to the approach. The section should end with the reconciliation process.

Valuation Method: The Sales Comparison Approach
Overview

The sales comparison approach is usually the most appropriate method to use in valuing most
improved residential property. The same sales comparison techniques are used to value vacant sites
and improved properties. There are usually more adjustments to improved properties than to vacant
sites, but the adjustments are handled in the same manner.

This section of a module appraisal report represents more potential points than any other section.
An appraisal report that does not adequately support the sales comparison approach will probably
not receive a passing grade. Major problems encountered in this section include not relating the
information in previous sections to the subject property, using sales that are not comparable, not
providing market support for adjustments, including information that is inconsistent with information
in other sections of the report, and not reconciling the findings into a final value indication.

All the data in this section should be relevant, concise, and consistent with other data in the report.
This section should draw on all pertinent information from previous sections of the report and lead the
reader logically to the value indication.
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Procedures
a. Describe the sales comparison approach.

b. Find recent sales, listings, and offers for properties that are comparable to the subject property.
c. Verify that the data obtained are accurate and are “arm’s length.”

d. Select relevant units of comparison to analyze each sale.

e. Compare the subject property and the comparable sales.

f.  Adjust the sale prices of the comparable sales to reflect value- influencing differences from the
subject.

g. Reconcile the value.

Major items to be included in the sales comparison approach

This section should begin with a brief discussion of the criteria used in the selection of comparable
sales. The selection of comparable sales must permit associate members to demonstrate market
extraction support for at least two adjustments. All adjustments must be explained and supported.

Provide an adequate and sufficiently detailed description of each comparable sale. Present this
detailed information in a uniform manner and, at a minimum, include the following:

a. Date of transaction and recording data, including name of buyer and seller
b. Sale price, verification, and source of data
c. Location, zoning, and environmental influences

d. Sufficient detail on physical characteristics, condition, and obsolescence so that the reader is led
to your conclusion of comparability

The report must include a photograph of each comparable sale and a map showing the location of all
the sales. Comparable sales must be presented on an adjustment grid demonstrating all adjustments.
All adjustments must be market supported. Each sale should be analyzed with consideration given to
the recognized elements of comparison:

a. Real property rights conveyed

b. Financing terms

c. Conditions of sale

d. Market conditions
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e. Location

f.  Physical characteristics

g. Economic characteristics

h. External obsolescence, if any

i.  Functional obsolescence, if any

j. Non-realty components of value

This approach should end with a reconciliation of the value indications of the adjusted comparable
sales. The reconciliation should show the final estimated value of the subject property by the sales
comparison approach. Where adjustments were not made for lack of market support, these differ-

ences should be reconciled in the reconciliation section. Appropriate consideration must be given

to all forms of depreciation identified in other sections of the module appraisal report.

Criteria for maximum credit
a. Inclusion of all major items listed above

b. Length consistent with presentation of pertinent data and support for findings

c. Reference to major conclusions derived in area and city data, neighborhood data, site data,
description of improvements, and highest and best use sections of the report

d. Establishment of comparability of all sales used

e. Establishment of adjustments required for all sales

f.  Proper sequence of adjustments

g. Proper handling of depreciation and obsolescence where applicable

h. Market support for adjustments

i. Reconcile findings of this approach

Note: It is essential that proper procedures be followed in setting up this section. A market data
grid can be used to show the proper sequence of adjustments and how the adjustments relate to
the subject property. Use a few good sales, rather than several poor ones. Sales should always

be compared to each other and then adjusted to the subject, and the selection of unit prices and
adjustments must have market support. A brief description of the major factors of the sale can be
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included in the body of the report with a more detailed description and photograph included in the
addenda.

Sample sales comparison grids are included on the following pages. Note that different units of
comparison and/or grids may be required for properties other than residential properties.
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Sales Comparison Approach

Subject Property Comparable #1 Comparable #2 Comparable #3

Address/Legal Description

Proximity to Subject

Sale Price $ $ $

Price/Living Area $ $ $

Data Source

Description [Description |[+(-)$ Description |+(-)$ Description |[+(-)$

Real Property Adjust Adjust Adjust

Rights Conveyed

Comparison

Adjusted Price

Financing

Comparison

Adjusted Price

Conditions of Sale

Comparison

Adjusted Price

Date of Sale

Comparison

Adjusted Price

Adjusted Sale Price $ $ $

Location

Site/View

Room Count Total Total Total Total

Bdrms. Bdrms. Bdrms. Bdrms.

Baths Baths Baths Baths

Gross Living Area Sq. Ft. Sq. Ft. Sq. Ft. Sq. Ft.

Utility

Net Adjustment (Total) OPlus [$ OPlus [$ OPlus |$
O Minus O Minus O Minus

Final Adjusted Sale Price $ $ $

Total Adjustment () $ $ $

Gross Adjustment % %
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Sales Comparison Approach

Subject Property

Comparable #4

Comparable #5

Comparable #6

Address/Legal Description

Proximity to Subject

Sale Price

Price/Living Area

Data Source

Real Property
Rights Conveyed

Description

Description

+(-)$
Adjust

Description

+(-)$

Adjust

Description

+()$

Adjust

Comparison

Adjusted Price

Financing

Comparison

Adjusted Price

Conditions of Sale

Comparison

Adjusted Price

Date of Sale

Comparison

Adjusted Price

Adjusted Sale Price

Location

Site/View

Room Count

Total

Total

Total

Total

Bdrms.

Bdrms.

Bdrms.

Bdrms.

Baths

Baths

Baths

Baths

Gross Living Area

Sq. Ft.

Sq. Ft.

Sq. Ft.

Sq. Ft.

Utility

Net Adjustment (Total)

OPlus |$
O Minus

OPlus [$
O Minus

OPlus [$
O Minus

Final Adjusted Sale

Price

Total Adjustment (%)

Gross Adjustment

%

%

%
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Sales Comparison Approach (For Matched Pairs)

Description

Comparable #

Comparable #

Address/Legal Description

Proximity to Subject

Sale Price

Price/Living Area

Data Source

Real Property
Rights Conveyed

Description

+(-)$ Adjust

Description

+(-)$ Adjust

Comparison

Adjusted Price

Financing

Comparison

Adjusted Price

Conditions of Sale

Comparison

Adjusted Price

Date of Sale

Comparison

Adjusted Price

Adjusted Sale Price

Location

Site/View

Room Count

Total

Total

Bdrms.

Bdrms.

Baths

Baths

Gross Living Area

Sq. Ft.

Sq. Ft.

Utility

Net Adjustment (Total)

OPlus |$
O Minus

O Plus $
O Minus

Final Adjusted Sale Price
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Sales Comparison Approach (For Matched Pairs)

Description

Comparable #

Comparable #

Address/Legal Description

Proximity to Subject

Sale Price

Price/Living Area

Data Source

Real Property
Rights Conveyed

Description

+(-)$ Adjust

Description

+(-)$ Adjust

Comparison

Adjusted Price

Financing

Comparison

Adjusted Price

Conditions of Sale

Comparison

Adjusted Price

Date of Sale

Comparison

Adjusted Price

Adjusted Sale Price

Location

Site/View

Room Count

Total

Total

Bdrms.

Bdrms.

Baths

Baths

Gross Living Area

Sq. Ft.

Sq. Ft.

Utility

Net Adjustment (Total)

OPlus |$
O Minus

O Plus $
O Minus

Final Adjusted Sale Price
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Sample Comparable Sales Data Sheet

Sale #

PHOTOGRAPH HERE

Date Taken

Address:

Grantor:

Grantee:

Sale Price: $

Date of Sale:

Days on Market:
Financing Terms:
Lender:

Conditions of Sale:
Property Rights:
Sale Public Record:

Sale Property Confirmation:

Real Estate Taxes: $
Assessed Value: $
Occupancy When Sold:
Last Sale Date:

Last Sale Price: $
External Nuisances:
Utility:

Comments:

By

Legal Description:
Gross Living Area:
SP/SF, GLA:
Condition & Repairs:
Personal Property:
Construction Style:
Room Count:
Foundation/Basement:
Interior Finish:

Exterior Finish:
Roofing:
Heating/Cooling:
Garage/Carport:
Actual Age:

Effective Age:

Utilities & Easements:
Site Improvements:
Site Shape:

Site Dimensions & SF:
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Reconciliation of Value
Major items to be included in the reconciliation

The purpose of reconciliation is to complete the process of correlation. Reconciliation derives from an
analysis of the quantity and quality of the data examined in the approach. This analysis includes the
inherent advantages and disadvantages of the approach and the relevance to the property appraised
and the appraisal problem. Explain any discrepancies and apply sound reasoning to the facts and
interpretations that lead to the final conclusion, keeping in mind the definition of value and the use of
the report.

Final Value Estimate

This section of the report states your final opinion of value and the date of valuation.

Certification of Value
Overview

The certification of value may be presented here or be combined with the final value estimate. In this
section, the associate member certifies that he or she has:

a. Inspected the property
b. Considered all factors affecting value
c. No present or contemplated future interest in the property

d. Completed the appraisal in conformity with the Appraisal Institute’s Code of Professional Ethics
and Standards of Professional Appraisal Practice

e. Not based the fee on the value reported
f. Included in the report data that are correct to the best of the appraiser’s knowledge

The certification must be signed and dated by the associate member and it represents 1% of the total
grade. Most problems encountered in this section involve failure to use the appropriate format or to
sign the certification. The certification should follow the form prescribed in the Code of Professional
Ethics and Standards of Professional Appraisal Practice.

Major items to be included in certification of value

In the module appraisal report, the certification is appropriately placed after the final value estimate. It
must include the signature of the appraiser and the date signed. The certification must conform to the
wording set forth in the Appraisal Institute’s Standards of Professional Appraisal Practice and the
Supplemental Standards.

Any factors peculiar to the assignment in question should be fully explained.
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Sample Certification of Value

| certify that to the best of my knowledge and belief:
¢ The statements of fact contained in this report are true and correct.

e The reported analyses, opinions and conclusions are limited only by the reported assumptions
and limiting conditions, and are the personal, unbiased professional analyses, opinions, and
conclusions.

¢ | have no (or the specified) present or prospective interest in the property that is the subject of
this report, and | have no (or the specified) personal interest or bias with respect to the parties
involved.

¢ My compensation 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 estimate, the attainment of a
stipulated result, or the occurrence of a subsequent event.

¢ My analyses, opinions, and conclusions were developed, and this report has been prepared, in
conformity with Uniform Standards of Professional Appraisal Practice.

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

* No one provided significant professional assistance to the person signing this report. (If there are
exceptions, the name of each individual providing significant professional assistance must be
stated.)

e The reported analyses, opinions, and conclusions were developed, and this report has been
prepared, in conformity with the requirements of the Code of Professional Ethics and the Standards
of Professional Appraisal Practice of the Appraisal Institute.

* The use of this report is subject to the requirements of the Appraisal Institute relating to the
review by its duly authorized representatives.

In my opinion, the subject property has a value representative of market conditions on 8 August 1998
of: ONE HUNDRED TWENTY FOUR THOUSAND DOLLARS = $124,000

Signature:

John J. Jones
Appraiser license #
Date of expiration

Source: The Appraisal of Real Estate, 11th Edition, page 703.
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Assumptions and Limiting Conditions
Overview

Assumptions and limiting conditions may be stated in the letter of transmittal, but they are usually
included as separate pages in the report. These statements are used to protect the appraiser and
to inform and protect the client and other users of the report. Appropriate standard conditions are
an important part of a report and should be stated clearly. This section contains typical general
assumptions and limiting conditions as they might appear in an appraisal report. A statement of
assumptions and limiting conditions is one of the minimum report requirements set forth in the
Uniform Standards of Professional Appraisal Practice.

Maijor items to be included in assumptions and limiting conditions

Assumptions and limiting conditions in the appraisal report generally follow the certificate of value.
See the current edition of The Appraisal of Real Estate for suggested wording and examples of general
assumptions and limiting conditions.

Sample set of assumptions and limiting conditions
This appraisal report has been made with the following general assumptions:

a. No responsibility is assumed for the legal description provided or for matters pertaining to legal or
title considerations. Title to the property is assumed to be good and marketable unless otherwise
stated.

b. The property is appraised free and clear of any or all liens or encumbrances unless otherwise
stated.

c. Responsible ownership and competent property management are assumed.

d. The information furnished by others is believed to be reliable, but no warranty is given for its
accuracy.

e. All engineering studies are assumed to be correct. The plot plans and illustrative material in this
report are included only to help the reader visualize the property.

f. It is assumed that there are no hidden or unapparent conditions of the property, subsoil, or
structures that render it more or less valuable. No responsibility is assumed for such conditions
or for obtaining the engineering studies that may be required to discover them.

g. Itis assumed that the property is in full compliance with all applicable federal, state, and local
environmental regulations and laws unless the lack of compliance is stated, described, and
considered in the appraisal report.

h. It is assumed that the property conforms to all applicable zoning and use regulation and
restrictions unless a nonconformity has been identified, described and considered in the appraisal
report.
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It is assumed that all required licenses, certificates of occupancy, consents, and other legislative
or administrative authority from any local, state, or national government or private entity or
organization have been or can be obtained or renewed for any use on which the value estimate
contained in this report is based.

It is assumed that the use of the land and improvements is confined within the boundaries or
property lines of the property described and that there is no encroachment or trespass unless
noted in the report.

Unless otherwise stated in this report, the existence of hazardous materials, which may or may
not be present on the property, was not observed by the appraiser. The appraiser has no
knowledge of the existence of such materials on or in the property. The appraiser, however, is
not qualified to detect such substances. The presence of substances such as asbestos, urea-
formaldehyde foam insulation, and other potentially hazardous materials may affect the value of
the property. The value estimated is predicted on the assumption that there is no such material
on or in the property that would cause a loss in value. No responsibility is assumed for such
conditions or for any expertise or engineering knowledge required to discover them. The client is
urged to retain an expert in this field if desired.

This appraisal report has been made with the following general limiting conditions:

Any allocation of the total value estimated in this report between the land and the improvements
applies only under the stated program of utilization. The separate values allocated to the land and
buildings must not be used in conjunction with any other appraisal and are invalid if so used.

Possession of this report, or a copy thereof, does not carry with it the right of publication.

The appraiser, by reason of this appraisal, is not required to give further consultation or testimony
or be in attendance in court with reference to the property in question unless arrangements have
been previously made.

Neither all nor any part of the contents of this report (especially any conclusions as to value, the
identity of the appraiser, or the firm with which the appraiser is connected) shall be disseminated
to the public through advertising, public relations, news, sales, or other media without the prior
written consent approval of the appraiser.

Additional limiting conditions

Additional limiting conditions can be added as needed by the appraiser. Example could include the
following;:

a.

Any value estimates provided in the report apply to the entire property, and any proration or
division of the total into fractional interests will invalidate the value estimate, unless such
proration or division of interest has been set forth in the report.
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b. Only preliminary plans and specifications were available for use in the preparation of this
appraisal; the analysis, therefore, is subject to a review of the final plans and specifications when
available.

c. Any proposed improvements are assumed to have been completed unless otherwise stipulated;
any construction is assumed to conform to the building plans referenced in the report.

d. The appraiser assumes that the reader or user of this report has been provided with copies of
available building plans and all leases and amendments, if any, that encumber the property.

e. No legal description or survey was furnished, so the appraiser used the county tax plat to
ascertain the physical dimensions and acreage of the property. Should a survey prove this
information to be inaccurate, it may be necessary for this appraisal to be adjusted.

f. The forecasts, projections, or operating estimates contained herein are based on current market
conditions, anticipated short-term supply and demand factors, and a continued stable economy.
These forecasts are, therefore, subject to changes with future conditions.

g. This report should be considered a limited analysis in that the appraiser did not perform all of the
requirements for an appraisal as set forth in the Uniform Standards of Professional Appraisal
Practice.

The Departure Rule should be addressed if the other approaches to value would have been relevant.

Source: The Appraisal of Real Estate, current Edition.

Criteria for Maximum Credit
a. Inclusion of all items listed above.

b. Compliance with Standard 2 of the Uniform Standards of Professional Appraisal Practice.
c. Attractive layout and no errors.

d. Consistency with limitations, assumptions and conditions in the report.

Qualifications of the Appraiser
Overview

The appraiser’s qualifications are usually included in the appraisal report as evidence of his or her
competence to make such an appraisal.

Qualifications of the Appraiser

The appraiser’s qualifications may be placed in the introduction or after the reconciliation section of
the report. Qualifications should be listed in a brief and concise fashion. Qualifications may include:

55 | The Official Guide to the Residential Modular Demonstration of Knowledge



a. Educational background and training.

b. Professional experience.

c. Business, professional, and academic affiliations and activities.

d. Some important clients and appraisal assignments.

e. ldentification of associate member status in accordance with the Appraisal Institute’s Standards
of Professional Appraisal Practice.

f. In a written statement, an associate member must refer to his or her associate member status by
stating whether he or she is general or residential associate member. An associate member may
put this under the heading “Professional Affiliations.”

g. State license or certification.

Addenda

Overview

The addenda section of an appraisal report is a supplement to the body of the report. It includes
materials that would interrupt the flow of the body of the report due to their length or secondary
importance. Data that pertain directly to your narrative such as comparable sales, other market data,
maps, and sketches should be included in the body of the report unless they are overly lengthy.

Major items to be included in the addenda

The following major items are included in the addenda section of a typical module appraisal report.
Some of these items should be included in the body of the report if the associate member desires.

a. Lengthy legal description, including source.

b. Statistical data referenced in the regional and city data sections.

c. Maps of a secondary nature.

d. Building plans and specifications.

e. Additional photographs of the subject property. Include photographs showing curable depreciation,
interior views and street views in the immediate area (neighborhood) that help to visualize the

property. (These may be more meaningful if they are included in the various sections of the
appraisal report.)
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Income Approach Module

This may be a limited appraisal communicated in a narrative, summary report format. The valuation
section of this report must be presented in a comprehensive manner and in its entirety to the level
of detail typically found in a self-contained, narrative report.
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Report to Residential Associate Member—Modular Demonstration Appraisal

Report

The Income Approach Module

Associate Member

Subject Property

City/State/Zip

Date

O Pass [ Reject/Revise* (Original Submission) [ Fail (Revised Submissions Only)

* |s it recommended that the Associate member revise this report using the same subject property?

O Yes O No

EXPLANATION

Column

Principles, Technique & Theory

Presentation & Analysis of Data

5

Complete understanding

Very effective and convincing

4

Adequate understanding; complete in
part

Good; convincing

Marginal understanding

Adequate; acceptable

Minimal understanding

Unacceptable; unconvincing

Poor understanding

Poor effort; erroneous

Ol |IN|W

No understanding

No effective effort

RATING GRID

Section

Description

Column

Part One

Introductory Information

Part Two

Area Analysis

Neighborhood Analysis

Taxes and Assessment Analysis

Site Analysis

Improvement Analysis

Highest and Best Use

Appraisal Process

Income Approach

Reconciliation

Part Three

Certification & Addenda
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Note to the Associate Member: This is a summary for grading purposes only, for further details of
requirements see (REJECT/REVISE REPORTS ONLY) any section or subsection receiving a rating of 2
or less needs to be revised in order to meet the criteria for that section described in the Residential
Official Guide.
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PART ONE: INTRODUCTORY INFORMATION
Template except for Title Page and Letter of Transmittal

Description

Column

3

2

Title Page

Letter of Transmittal

Table of Contents

Subject Photographs

Summary of Important Facts and Conclusions

Description of the Process/Scope

Purpose of the Appraisal

Intended Use and User of Appraisal

Property Rights Appraised

Date of Value and Report

Definition of Value

Identification of the Property

History of the Property

Template

PART TWO: NEIGHBORHOOD ANALYSIS

Description

Column

3

2

Boundaries defined and justified

Predominant types of improvements

History/Development

Price range and rental rates

Typical age and condition of improvements

Life stage and trends

Percent built-up

Typical financing

Location and accessibility

Land usage

Homogeneity of surrounding properties

Vacancy

Turnover in ownership

New construction activity

Utilities/Adequacy

Nuisances and/or hazards

Support facilities

Analysis/Conclusions relative to property appraised
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PART TWO: SITE ANALYSIS
Template

Description Column

5 4 3 2

Dimensions, correct computation of land area, and
shape

Topography and drainage

Soil and sub-soil conditions

Access

Utilities/Adequacy

Walks, curbs and drives

Landscaping

Nuisances and/or hazards

Flood zone

Easements and encroachments

Zoning/Allowable uses/Conformity or non-conformity

Conclusion relating to use

PART TWO: IMPROVEMENT ANALYSIS
Template

Description Column

5 4 3 2

Current use

Design

Type and quality of construction

Dimensions/and GLA

Interior layout/floor plan

Structural and construction details

Mechanical equipment

Built-in equipment

Porches, stoops, etc.

Physical condition/Deferred maintenance

Actual and effective age

Economic life

Functional utility or inutility

61 | The Official Guide to the Residential Modular Demonstration of Knowledge



Template

PART TWO: HIGHEST AND BEST USE ANALYSIS

Description

Column

3

2

Definition and source

Land as if vacant e Legally permissible

e Physically possible

* Financially feasible

e Maximally productive

e Consideration of ideal
improvement

e Conclusion “as vacant”

Property As Improved Comparison of ideal use

with actual use

e Conclusions and analysis of

obsolescence if applicable

The Description of the Income Approach
PART TWO: INCOME APPROACH (GRM ANALYSIS)
Description Column
5 4 3 2
Description of sales and rentals
Quiality of comparables
Selection and support of market rent
Selection and support of GRM
Adequate and correct adjustments
Depreciation consistency: Physical, functional, external
Reconciliation of values
PART THREE: CERTIFICATION AND ADDENDA
Description Column
5 4 3 2

Certification of Value

Assumptions and Limiting Conditions

Photographs

Quiality of maps

Floor and site plans

Presentation and organization

Appearance, grammar, punctuation, spelling and math
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Appearance, Style, and Format

The same guidelines for sales comparison module are to be considered for the Income Approach
Module.

The next 11 pages are templates and sample format for the Title Page and Letter of Transmittal to be
completed by the Associate.
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Property ldentification

Type of Module: O Cost Module [ Income Module

Associate Name

Associate Address

Property Address

Legal Description

Owner of Record

Property Rights Appraised: [ Fee Simple

Date of Value Date of Report Date Inspected

Intended Use of Report

Intended User of Report

Description of the Process/Scope

Definition of Value

History of the Subject Property
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Sample Title Page

An Appraisal Report

The Single-Family Residence

Northwest Corner Main and Green Streets
1234 West Main Street

Downtown, Indiana 99999

At The Request of

Appraisal Institute

Associate & Affiliate Member Services
550 W. Van Buren St.

Suite 1000

Chicago, IL 60607

As Of
January 8, 1998

Prepared by

Mr. William J. Parks

Real Estate Appraiser

2345 North University Highway
Downtown, USA 99999

Prepared on
May 8, 1998
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Sample Letter of Transmittal

May 8, 1998

Appraisal Institute

Associate & Affiliate Member Services
550 W. Van Buren St

Suite 1000

Chicago, IL 60607

Dear Sir:

This letter serves as the transmittal of the appraisal report that follows on the single-family residence
located at 1234 West Main Street, Downtown, Indiana 99999. The report is a limited appraisal
assignment prepared in the summary format containing only the Income Approach to value invoking
the departure clause of the Uniform Standards of Professional Appraisal Practice.

In response to your request to prepare an appraisal, | personally inspected this property during the
week of January 8, 1998. All necessary data gathering and analysis were done by myself either
before or after the site visit.

This inspection and appraisal were made for the purpose of estimating the market value, as defined
in this attached report, of the fee simple interest in the property on the date of the inspection. The
intended use of this analysis and report is to satisfy the requirements for SRA membership.

The accompanying report, which includes exhibits and addenda, describes the approach to value and
the conclusion derived by the application of the approach. This appraisal is made subject to the
limiting conditions and certification that are attached.

Based on my investigation and analysis of the data gathered, | have formed the opinion that the
market value of the fee simple interest in the subject property was, on January 8, 1998, the amount of

ONE HUNDRED TWENTY FOUR THOUSAND DOLLARS ($124,000).

Respectfully submitted,

William J. Parks
Real Estate Appraiser
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Property ldentification

Type of Module: O Cost Module [ Income Module

Associate Name

Associate Address

Property Address

Legal Description

Owner of Record

Property Rights Appraised: [ Fee Simple

Date of Value Date of Report Date Inspected

Intended Use of Report

Intended User of Report

Description of the Process/Scope

Definition of Value

History of the Subject Property
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'NEIGHBORHOOD ANALYSIS

D Rural

Location O urban
Built Up (3 Fully Developed O over 75% [ Under 25%
Growth Rate O Rapid 0O stow
Property Values d Increasing D Declining
Demand/Supply (] shortage (3 over-Supply
Marketing Time [ under 3 Mos. ] over 6 Mos.
Present Land Use % 1 Family % 24 Family __ % A % Commercial ___ % Industrial
“Change in Present Land Use D Taking Place {*)
life Stage D Growth D Rewvitalization
Predominant Occupancy %Vacant
 Single-Family Price Rangs . Predominant Value $
Single-Family Age ’ yrs. to yrs. Predominant Age yrs.

“Good Fair “Good

Employment Stability
Convenience to Employment
Convenience to Shopping

Convenience to Schools

Adequacy of Public Transportation

Recreational Facilities

* Adequacy of Utilities
Property Compatibility
Protection from Detrimental Condo.
Police & Fire Protection

General Appearance of Properties

oDooooo
ooooooz
Dooooo
oooooo
nDooooos
oooooosg

Appeal to Market

Define and justify neighborhood boundaries. Discuss and support all praceding data. Justify and develop method of determining neighborhood life stage.
Provide additional discussion on zoning and restrictions, nuisances and hazards, typical financing, turnover in ownership, external cbsolescence
{locational, economic) number of neighborhood househalds, neighberhood population, stc. The Official Guide for Demonstration Appraisal Reporting:
Residential should be referenced for additional data for a complete neighborhood analysis. Comments & Conclusions.
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Neighborhood Map

(Outline subject neighborhood and identify subject property)

Show locations of adverse influences, if any.
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SITE ANALYSIS

Dimensions: - 'Sq. Ft. or Acres
D Excess Land D Corner Lot D Interior Lot
Present Improvements D Do conform to zoning reguiations D Do not conform to zoning reguiations

Discuss sxcess land, zoning non-conformity, etc.

Zoning:
Minimum Lot Size: ‘Minimum Frontage:
Applicable Building Code Restrictions and Setbacks:

Flood Zone, Map & Page (Discuss community participation.):

Easements Public  Other  Description ‘Topography:
Sidewalk o 0Od g:‘z: .
Gas O O Drai?!a.ga:
Electrical D D View:
Drainage D D 7 l;?l:.scapino:
Alley O O Driv;wav:
Description: (widths, right-of-ways, etc.) Other:
"OFF-SITE IMPROVEMENTS
Utilities Public ~ Other ‘Type Description Public  Privats
Gas U L Street a O
Water D D Curb/Gutter D D
Sanitary Sewsr O O Sidewalk (| a
Telephone D D Streetlights D D
Cable Television 0O O Other O O
Underground Electricity —Yes No

Description: {widths, right-of-ways, stc.)

COMMENTS & CONCLUSIONS: Apparent adverse easements, encroachments, landscaping, soil conditions, flood, special assessments, slide arsas,r
environmental influences, impact fees, etc.
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Site Analysis (continued)
Plot Plan

Show the approximate location of all improvements on the site with distances to all property lines.
Show all dimensions of the site and identify any easements, encroachments, right-of-ways, and
setback lines, which affect use of the site. Indicate and label streets and alleys and include the
distance and direction to the nearest intersecting street. The plot plan should include a north arrow
indicator and be drawn to scale with the scale indicated.
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IMPROVEMENT ANALYSIS

Actual Age/Year Buiit: ‘Type: (detached, duplex, semi-detached, stc.):  Exterior Walls: (matarials, condition, etc.):
No. Units: 'Dnsign: (ranch, spiit-level, etc.):
No. Stories:
| Windows: {type) Insuiation (type, depth, width):
Roof Frame Type (hip, gable, etc.): ‘ Roof:
Eave Width (overhang): [ stomsash [ scrsen [ Combination | Ceiling:
Gutters & Downspouts: Insulated: O Yes D No " Walls:
Manufactured House: D Yos O N :
Comments: Energy-Efficient ltams: Fioor.
“Basement:
| Other:
Basement ) i
- !
Area sq. ft.. Heated O Yes ™ e
% Finishad: Cooled O Yes O Mo 7 7
) D Yes D No “Crawd Space: D Yos D
Sump Pump ) ) i Ne
: O ves T Mo | oriamane: O v O Mo pogt omion s 5 Yoo LI
Dampness ) Ne
Termites O ves O % | Structural Requirements: (earthquaks, stc.)
Outside Entry [ Yos [ Mo
"Room List “Foyer Living Dining “Kitchen " Den | Family Rm. | Bedrooms -~ Baths “Laundry " Other “Area SF
Basement
1st Level
2nd Level
3rd Levei
Living Area: “GarageiCarport Arsa: First-Floor Area:
Porch Area: Storage Area: Second-Floor Area:
Patio Area:
Finished Area Above Grade contains a total of:  Rooms  Bedrooms  Baths  Half-Baths “3q. ft. Living Area
Built-in Kitchen Equipment . .
] Quality ] Quaiity
Refrigerator D Disposal D Garage D No. Cars: House Entry D
Range D _Compactor D Carport D No. Cars: Outside Entry D
Qven d lce Maker O Attachad 0  overhesd Doar |
Range/Oven(combo) D Dishwasher D Detached D Electric Door 1l
Hood/Vent D Microwave D Builtin D Adequats D Yes (] Ne
Other: Functional Deficiency [ Functional 1Superadequacy [ ]
Electrical: {type wiring, circuits, amperage, adequacy, stc.):  Plumbing: (type piping, fixturss, sdequacy, stc.):
XV
APPRAISAL INSTITUTE "OF
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IMPROVEMENT ANALYSIS (continuen)

‘Describe in detail the construction quality, condition, and all physical components of the improvements {foundation, framing, walls, mechanical,
electrical, and piumbing). Complete detail is necessary for accurate estimation of cost new in the Cost Approach. Describe in detail any physical
and functional inadequacies or superadequacies, physical curable items, modernization, etc. All physical curable items and items of obsolescenca must
be reflected in all approaches to value. A summary should conclude by relating all data specifically to the valuation of the subject property.

IMPROVEMENT ANALYSIS (continuen)

EFFECTIVE AGE YRS. *ACTUAL AGE YRS.

(*Explain variance, if any.)
ESTIMATED TOTAL ECONOMIC LIFE 'YRS.

Justification and Support: Provide justification and support for the subject’s effactive age and tatal economic lifa. Market extractions andior market-derived
evidence should support all data and conclusions.
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Highest and Best Use

(See the Sales Comparison Module and use the same guidelines for the Income Approach Module)

Highest and Best Use

(Associate may use this as an outline to write their Highest and Best Use)
Present use:
Definition of highest and best use:

Analysis of highest and best use as vacant:

Legal use:
a. What is current zoning (r-1, single family)?

b. What does zoning allow?
c. Are there deed restrictions?
d. What are minimum lot sizes and setbacks?

e. Is there a possibility of change in zoning?

Physical:

a. Size

b. Shape
c. Access
d. Utilities

e. Flood plain

f.  Wetlands

g. Special view

h. Quality of roads

i. Special nuisances or hazards such as location next to gas station, etc.

j. Location
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Financially feasible: be sure neighborhood sets stage for following analysis.
a. What is the market currently doing in this neighborhood or marketing area? Days on market?

b. Is financing available and at what terms?
c. What are income levels of buyers and are there ample buyers to necessitate a particular product?
d. Are builders building in this area and if so are they able to command a reasonable profit?

e. What is the market most in need of that the legal aspects of this property would allow and the
physical characteristics would accommodate?

Maximally productive:
a. What would be the best product to build on this site? Single family, multi family, etc.

b. What size? (range of most typical size would be acceptable)
c. How many bathrooms, bedrooms, garage, carport, etc.?

d. What quality and general price range? Be sure to look at your neighborhood to be sure you’'ve
properly set this up.

Highest and best use as improved:
Consider the above four tests and how the subject does or does not meet the four t criterions of
highest and best use. Be sure to comment on intended use, depreciation if applicable and how it
affects the “as improved” product.
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Valuation Process

(Use same guidelines as found in the Sales Comparison Module)

Income Approach
Overview

The income approach is typically the least supportable of the three approaches used in demonstration
appraisal reports. Gross rent multipliers are derived from sale properties that were rented at the time
of sale and are applied to market-derived rental income.

This section should be consistent with other information in the appraisal. Typical problems
encountered in this section include the failure to relate the information in previous sections to the
income approach, using rental properties that are not comparable to the subject property, failing to
provide market support for adjustments or market rents, deriving gross rent multipliers improperly, and

failing to reconcile the findings into a final indication of value.

Procedure
a. Briefly explain the income approach.

b. Estimate the market rent for the subject property.
c. Find comparable rentals in the market.
d. Analyze each comparable rental and compare its features with those of the subject property.

e. Estimate or extract the adjustments needed to obtain an indicated market rental for the subject
property. Provide market support for the adjustments.

f.  Consider each comparable carefully, focusing on the need for adjustments.

g. Formulate an opinion on the market rent for the subject property based on the adjusted rents of
comparable properties.

h. Develop an applicable gross rent multiplier.

i. As an opinion, in view of limited data, one can reasonably estimate GRM’s by applying market rent
to houses that were sold but may not have been rented at the time of sale. However the market
rent must be supported with adequate data to bring the reader to the same conclusion.

j.  Divide the sale price of each comparable by the monthly rent to derive a gross rent multiplier.

k. Reconcile the multipliers derived from the comparables to obtain a single multiplier or range of

multipliers applicable to the subject property. This is not an average; the appraiser must judge the
comparability and applicability of the sales.

76 | The Official Guide to the Residential Modular Demonstration of Knowledge



|.  Estimate the value of the subject property by multiplying the gross rent multiplier by the market
rent of the subject property.

Reconcile the approach
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Income Approach
Market Rent Analysis

Subject Property

Rental #1

Rental #2

Rental #3

Address/Legal Description

Proximity to Subject

Gross Monthly Rent

Less Utilities

Less Furniture

Adjusted Rental Furniture

$

$

$

Data Source Description

Description

+(-)$
Adjust

Description

+(-)$
Adjust

Description

+()$
Adjust

Date of Rental

Comparison

Adjusted Rental

Conditions of
Lease

Comparison

Adjusted Rental

Net Adjusted Rental

Location

Site/View

Room Count Total

Total

Total

Total

Bdrms.

Bdrms.

Bdrms.

Bdrms.

Baths

Baths

Baths

Baths

Gross Living Area Sq. Ft.

Sq. Ft.

Sq. Ft.

Sq. Ft.

Garage

Porches, pools, etc.

Net Adjustment (Total)

O Plus
O Minus

O Plus
O Minus

$

O Plus
O Minus

$

Final Adjusted Sale Price

Total Adjustment (%)

Gross Adjustment

%

%

%

Justify and support the adjustments and indicated monthly market rent of subject. Include
photographs and data pages on all comparables.
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Income Approach
Market Rent Analysis

Subject Property

Rental #4

Rental #5

Rental #6

Address/Legal Description

Proximity to Subject

Gross Monthly Rent

Less Utilities

Less Furniture

Adjusted Rental Furniture

$

$

$

Data Source Description

Description

+(-)$
Adjust

Description

+(-)$
Adjust

Description

+(-)$
Adjust

Date of Rental

Comparison

Adjusted Rental

Conditions of
Lease

Comparison

Adjusted Rental

Net Adjusted Rental

Location

Site/View

Room Count Total

Total

Total

Total

Bdrms.

Bdrms.

Bdrms.

Bdrms.

Baths

Baths

Baths

Baths

Gross Living Area Sq. Ft.

Sq. Ft.

Sq. Ft.

Sq. Ft.

Garage

Porches, pools, etc.

Net Adjustment (Total)

O Plus
[ Minus

O Plus
O Minus

$

O Plus
[ Minus

Final Adjusted Sale Price

Total Adjustment (%)

Gross Adjustment

%

%

%

Justify and support the adjustments and indicated monthly market rent of subject. Include
photographs and data pages on all comparables.
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Income Approach
Market Rent Analysis

Description

Rental #

Rental #

Address/Legal Description

Proximity to Subject

Gross Monthly Rent

Less Utilities

Less Furniture

Adjusted Rental Furniture

8| A B P

©® || B P

Data Source

Description

+(-)$ Adjust

Description

+(-)$ Adjust

Date of Rental

Comparison

Adjusted Rental

Conditions of Lease

Comparison

Adjusted Rental

Net Adjusted Rental

Location

Site/View

Room Count

Total

Total

Bdrms.

Bdrms.

Baths

Baths

Gross Living Area

Sq. Ft.

Sq. Ft.

Functional Utility

Garage

Porches, pool, etc.

Net Adjustment (Total)

OPlus |$
O Minus

O Plus $
O Minus

Final Adjusted Rent
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Income Approach
Market Rent Analysis

Description

Rental #

Rental #

Address/Legal Description

Proximity to Subject

Gross Monthly Rent

Less Utilities

Less Furniture

Adjusted Rental Furniture

8| A B P

©® || B P

Data Source

Description

+(-)$ Adjust

Description

+(-)$ Adjust

Date of Rental

Comparison

Adjusted Rental

Conditions of Lease

Comparison

Adjusted Rental

Net Adjusted Rental

Location

Site/View

Room Count

Total

Total

Bdrms.

Bdrms.

Baths

Baths

Gross Living Area

Sq. Ft.

Sq. Ft.

Functional Utility

Garage

Porches, pool, etc.

Net Adjustment (Total)

OPlus |$
O Minus

O Plus $
O Minus

Final Adjusted Rent
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Income Approach Data Sheet

Comp. #

PHOTOGRAPH HERE

Date Taken

Address:

Grantor:

Grantee:

Sale Price: $

Gross Monthly Rent: $
Gross Rent Multiplier:
Date of Sale/Rental:
Days on Market:
Financing Terms:
Lender:

Conditions of Sale:
Property Rights:

Sale Public Record:

Sale Property Confirmation:

Real Estate Taxes: $
Assessed Value: $
Occupancy When Sold:
Last Sale Date:

Last Sale Price: $
External Nuisances:
Functional Utility:
Comments:

Alternative, similar data sheets may be used.

By

Legal Description:
Gross Living Area:
SP/SF, GLA:

Condition & Repairs:
Personal Property:
Construction Style:
Room Count:
Foundation/Basement:
Interior Finish:

Exterior Finish:
Roofing:
Heating/Cooling:
Garage/Carport:
Actual Age:

Effective Age:

Utilities & Easements:
Site Improvements:
Site Shape:

Site Dimensions & SF:
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Reconciliation of Final Value Estimate by the Income Approach
Overview

The purpose of reconciliation is to summarize the contents of the report and reconcile the several
indications of value into one final value estimate.

Reconciliation involves analysis of the quantity and quality of all the data in the report. The
advantages, disadvantages, relevance, and market support for the approach to value must be
considered and discussed. The appraiser must present the conclusions derived throughout the report,
explain any discrepancies through sound reasoning and judgment, tie it all together, and relate the
results to the subject property.

Reconciliation relies on reason, professionalism, judgment, logic, and conviction.

All the data in this section should be relevant, concise, and consistent with the other data in the
report. Reconciliation should draw on relevant information from previous sections of the report and
present the reader with a logical final estimate of the market value of the subject property via this
approach.

Certification Through Addenda

Use the same guideline for this section as found in the Sales Comparison Module.
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Sample Certification of Value

| certify that to the best of my knowledge and belief:

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

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

limiting conditions, and are the personal, unbiased professional analyses, opinions, and
conclusions.

¢ | have no (or the specified) present or prospective interest in the property that is the subject of
this report, and | have no (or the specified) personal interest or bias with respect to the parties
involved.

¢ My compensation 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 estimate, the attainment of a
stipulated result, or the occurrence of a subsequent event.

¢ My analyses, opinions, and conclusions were developed, and this report has been prepared, in
conformity with Uniform Standards of Professional Appraisal Practice.

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

* No one provided significant professional assistance to the person signing this report. (If there are

exceptions, the name of each individual providing significant professional assistance must be
stated.)

e The reported analyses, opinions, and conclusions were developed, and this report has been
prepared, in conformity with the requirements of the Code of Professional Ethics and the
Standards of Appraisal Practice of the Appraisal Institute.

* The use of this report is subject to the requirements of the Appraisal Institute relating to the
review by its duly authorized representatives.

In my opinion, the subject property has a value representative of market conditions on 8 August
1998 of: ONE HUNDRED TWENTY FOUR THOUSAND DOLLARS = $124,000

Signature:
John J. Jones

Appraiser

Source: The Appraisal of Real Estate, 11th Edition, page 703.
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Assumptions and Limiting Conditions

Use the same guidelines as found in the Sales Comparison Approach Module.

Qualifications of the Appraiser

Use the same guidelines as found in the Sales Comparison Approach Module.

Addenda

Use the same guidelines as found in the Sales Comparison Approach Module.
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Cost Approach Module

This module may be a complete or limited appraisal assignment in the summary format with the
exception of the Cost Approach that must be fully documented to meet grading requirements.

Questions Regarding Demonstration Appraisal Reports

All questions about the writing of a demonstration report should be directed to a grader. Associates
should call the national office in Chicago and ask for the name and phone number of a grader nearest
the associate.

Graders are available via phone to answer questions for Associates. Associates are encouraged to
feel free to utilize this valuable tool, the grader.

The following pages provide you with the grade sheets utilized by the grader and should prove to be
valuable in assisting the Associate as a checklist for the final product.
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Report to Residential Associate Member—Modular Demonstration Appraisal

Report

The Cost Approach Module

Associate Member

Subject Property

City/State/Zip

Date

O Pass [ Reject/Revise* (Original Submission) [ Fail (Revised Submissions Only)

* |s it recommended that the Associate member revise this report using the same subject property?

O Yes O No

EXPLANATION
Column Principles, Technique & Theory Presentation & Analysis of Data
5 Complete understanding Very effective and convincing
4 Adequate understanding; complete in Good; convincing

part

3 Marginal understanding Adequate; acceptable
2 Minimal understanding Unacceptable; unconvincing
1 Poor understanding Poor effort; erroneous
0 No understanding No effective effort

RATING GRID

Section Description Column
5 4 3 2 1

Part One Introductory Information
Part Two Area Analysis

Neighborhood Analysis

Taxes and Assessment Analysis

Site Analysis

Improvement Analysis

Highest and Best Use

Appraisal Process

Site Valuation

Cost New Estimate

Depreciation

Reconciliation
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Part Three | Certification & Addenda ‘ ‘ ‘ ‘ ‘ ‘

Note to the Associate Member: This is a summary for grading purposes only, for further details of
requirements see The Official Guide to the Modular Demonstration of Knowledge Report.

Reject/Revise Reports Only: Any section or subsection receiving a rating of 2 or less needs to be
revised in order to meet the criteria for that section described in the Residential Official Guide.
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PART ONE: INTRODUCTORY INFORMATION

Description Column

5 4 3 2

Title Page

Letter of Transmittal

Table of Contents

Subject Photographs

Summary of Important Facts and Conclusions

Description of the Process/Scope

Purpose of the Appraisal

Intended Use and User of Appraisal

Property Rights Appraised

Date of Value and Report

Definition of Market Value

Identification of the Property

History of the Property

PART TWO: NEIGHBORHOOD ANALYSIS

Description Column

5 4 3 2

Boundaries defined and justified

Predominant types of improvements

History/Development

Price range and rental rates

Typical age and condition of improvements

Life stage and trends

Percent built-up

Typical financing

Location and accessibility

Land usage

Homogeneity of surrounding properties

Vacancy

Turnover in ownership

New construction activity

Utilities/Adequacy

Nuisances and/or hazards

Support facilities

Analysis/Conclusions relative to property appraised
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PART TWO: SITE ANALYSIS

Description Column
5 4 3 2
Dimensions, correct computation of land area, and
shape
Topography and drainage
Soil and sub-soil conditions
Access
Utilities/Adequacy
Walks, curbs and drives
Landscaping
Nuisances and/or hazards
Flood zone
Easements and encroachments
Zoning/Allowable uses/Conformity or non-conformity
Conclusion relating to use
PART TWO: IMPROVEMENT ANALYSIS
Description Column
5 4 3 2

Current use

Design

Type and quality of construction

Dimensions/and GLA

Interior layout/floor plan

Structural and construction details

Mechanical equipment

Built-in equipment

Porches, stoops, etc.

Physical condition/Deferred maintenance

Actual and effective age

Economic life (market support)

Functional utility or inutility if applicable
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PART TWO: HIGHEST AND BEST USE ANALYSIS

Description Column
5 4 3 2
Definition and source
Land as if vacant e Legally permissible
e Physically possible
* Financially feasible
e Maximally productive
* Consideration of ideal
improvement
* Conclusion “as vacant”
Property As Improved ¢ Comparison of ideal use
with actual use
e Conclusions and analysis of
obsolescence if applicable
PART TWO: APPRAISAL PROCESS
Description Column
5 4 3 2
Beginning of each approach or as a separate section
PART TWO: SITE VALUATION
Description Column
5 4 3 2
Description of comparable sales
Quiality of comparable sales
Market supported adjustments — matched pairs, etc
Adequate and correct adjustments
Other valuation methods (if applicable)
Reconciliation of value estimate
PART TWO: SITE VALUATION
Description Column
5 4 3 2

Sources

Development and support

Reconcile final cost estimate
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PART TWO: DEPRECIATION

Description Column
2 NA
Physical e Curable—deferred maintenance
* Incurable short lived
* Incurable long lived
Additional method of depreciation (required)
Functional e Curable (support)
¢ Incurable (support)
External (support)
Cost Approach summary
PART THREE: CERTIFICATION AND ADDENDA
Description Column
3 2 0

Certification of Value

Assumptions and Limiting Conditions

Photographs

Quality of maps

Floor and site plans

Presentation and organization

Appearance, grammar, punctuation, spelling and math
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Appearance, Style, and Format

The Cost Approach Module will most likely be between 45 and 85 pages in length. Use the same
appearance, style, and format guidelines as found in the Sales Comparison Approach Module.

The next 10 pages are templates and sample format for the Title Page and Letter of Transmittal to be
completed by the Associate.
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Sample Title Page

An Appraisal Report

The Single-Family Residence

Northwest Corner Main and Green Streets
1234 West Main Street

Downtown, Indiana 99999

At The Request of

Associate & Affiliate Member Services
Appraisal Institute

550 W. Van Buren St.

Suite 1000

Chicago, IL 60607

As Of
January 8, 1998

Prepared by

Mr. William J. Parks

Real Estate Appraiser

2345 North University Highway
Downtown, USA 99999

Prepared on
May 8, 1998
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Sample Letter of Transmittal

May 8, 1998

Associate & Affiliate Member Services
Appraisal Institute

550 W. Van Buren St.

Suite 1000

Chicago, IL 60607

Dear Sir:

This letter serves as the transmittal of the appraisal report that follows on the single-family residence
located at 1234 West Main Street, Downtown, Indiana 99999. The report is a limited appraisal report
in the self-contained format utilizing only the Sales Comparison Approach.

In response to your request to prepare an appraisal, | personally inspected this property during the
week of January 8, 1998. All necessary data gathering and analysis were done by myself either
before or after the site visit.

This inspection and appraisal were made for the purpose of estimating the market value, as defined
in this attached report, of the fee simple interest in the property on the date of the inspection. The
intended use of this analysis and report is to satisfy the requirements for SRA membership.

The accompanying report, which includes exhibits and addenda, describes the approach to value and
the conclusion derived by the application of the approach. This appraisal is made subject to the
limiting conditions and certification that are attached. (Note, depending on property, departure clause
may apply and must be addressed.)

Based on my investigation and analysis of the data gathered, | have formed the opinion that the
market value of the fee simple interest in the subject property was, on January 8, 1998, the amount of

ONE HUNDRED TWENTY FOUR THOUSAND DOLLARS ($124,000).

Respectfully submitted,

William J. Parks
Real Estate Appraiser
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Property ldentification

Type of Module: O Cost Module [ Income Module

Associate Name

Associate Address

Property Address

Legal Description

Owner of Record

Property Rights Appraised: [ Fee Simple

Date of Value Date of Report Date Inspected

Intended Use of Report

Intended User of Report

Description of the Process/Scope

Definition of Value

History of the Subject Property
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'NEIGHBORHOOD ANALYSIS

D Rural

Location O urban
Built Up (3 Fully Developed O over 75% [ Under 25%
Growth Rate O Rapid 0O stow
Property Values d Increasing D Declining
Demand/Supply (] shortage (3 over-Supply
Marketing Time [ under 3 Mos. ] over 6 Mos.
Present Land Use % 1 Family % 24 Family __ % A % Commercial ___ % Industrial
“Change in Present Land Use D Taking Place {*)
life Stage D Growth D Rewvitalization
Predominant Occupancy %Vacant
 Single-Family Price Rangs . Predominant Value $
Single-Family Age ’ yrs. to yrs. Predominant Age yrs.

“Good Fair “Good

Employment Stability
Convenience to Employment
Convenience to Shopping

Convenience to Schools

Adequacy of Public Transportation

Recreational Facilities

* Adequacy of Utilities
Property Compatibility
Protection from Detrimental Condo.
Police & Fire Protection

General Appearance of Properties

oDooooo
ooooooz
Dooooo
oooooo
nDooooos
oooooosg

Appeal to Market

Define and justify neighborhood boundaries. Discuss and support all praceding data. Justify and develop method of determining neighborhood life stage.
Provide additional discussion on zoning and restrictions, nuisances and hazards, typical financing, turnover in ownership, external cbsolescence
{locational, economic) number of neighborhood househalds, neighberhood population, stc. The Official Guide for Demonstration Appraisal Reporting:
Residential should be referenced for additional data for a complete neighborhood analysis. Comments & Conclusions.
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Neighborhood Map

(Outline subject neighborhood and identify subject property)

Show locations of adverse influences, if any.
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SITE ANALYSIS

Dimensions: - 'Sq. Ft. or Acres
D Excess Land D Corner Lot D Interior Lot
Present Improvements D Do conform to zoning reguiations D Do not conform to zoning reguiations

Discuss sxcess land, zoning non-conformity, etc.

Zoning:
Minimum Lot Size: ‘Minimum Frontage:
Applicable Building Code Restrictions and Setbacks:

Flood Zone, Map & Page (Discuss community participation.):

Easements Public  Other  Description ‘Topography:
Sidewalk o 0Od g:‘z: .
Gas O O Drai?!a.ga:
Electrical D D View:
Drainage D D 7 l;?l:.scapino:
Alley O O Driv;wav:
Description: (widths, right-of-ways, etc.) Other:
"OFF-SITE IMPROVEMENTS
Utilities Public ~ Other ‘Type Description Public  Privats
Gas U L Street a O
Water D D Curb/Gutter D D
Sanitary Sewsr O O Sidewalk (| a
Telephone D D Streetlights D D
Cable Television 0O O Other O O
Underground Electricity —Yes No

Description: {widths, right-of-ways, stc.)

COMMENTS & CONCLUSIONS: Apparent adverse easements, encroachments, landscaping, soil conditions, flood, special assessments, slide arsas,r
environmental influences, impact fees, etc.
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Site Analysis (continued)
Plot Plan

Show the approximate location of all improvements on the site with distances to all property lines.
Show all dimensions of the site and identify any easements, encroachments, right-of-ways, and
setback lines which affect use of the site. Indicate and label streets and alleys and include the
distance and direction to the nearest intersecting street. The plot plan should include a north arrow
indicator and be drawn to scale with the scale indicated.
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IMPROVEMENT ANALYSIS

Actual Age/Year Buiit: ‘Type: (detached, duplex, semi-detached, stc.):  Exterior Walls: (matarials, condition, etc.):
No. Units: 'Dnsign: (ranch, spiit-level, etc.):
No. Stories:
| Windows: {type) Insuiation (type, depth, width):
Roof Frame Type (hip, gable, etc.): ‘ Roof:
Eave Width (overhang): [ stomsash [ scrsen [ Combination | Ceiling:
Gutters & Downspouts: Insulated: O Yes D No " Walls:
Manufactured House: D Yos O N :
Comments: Energy-Efficient ltams: Fioor.
“Basement:
| Other:
Basement ) i
- !
Area sq. ft.. Heated O Yes ™ e
% Finishad: Cooked 0 ves O Mo ] ]
) D Yes D No “Crawd Space: D Yos D
Sump Pump ) ) i Ne
7 O ves U1 Mo | guroment: O ves O Mo p tomsion st~ 3 Yoo
Dampness ) Ne
Termites O ves O % | Structural Requirements: (earthquaks, stc.)
Outside Entry [ Yos [ Mo
"Room List “Foyer Living Dining “Kitchen " Den | Family Rm. | Bedrooms -~ Baths “Laundry " Other “Area SF
Basement
1st Level
2nd Level
3rd Levei
Living Area: “GarageiCarport Arsa: First-Floor Area:
Porch Area: Storage Area: Second-Floor Area:
Patio Area:
Finished Area Above Grade contains a total of:  Rooms  Bedrooms  Baths  Half-Baths “3q. ft. Living Area
Built-in Kitchen Equipment .
] Quality ] Quaiity
Refrigerator D Disposal D Garage D No. Cars: House Entry D
Range D _Compactor D Carport D No. Cars: Outside Entry D
Qven d lce Maker O Attachad 0  overhesd Doar |
Range/Oven(combo) D Dishwasher D Detached D Electric Door 1l
Hood/Vent D Microwave D Builtin D Adequats D Yes (] Ne
Other: Functional Deficiency O Functional 1Superadequacy d
Electrical: {type wiring, circuits, amperage, adequacy, stc.):  Plumbing: (type piping, fixturss, sdequacy, stc.):
XV
APPRAISAL INSTITUTE "OF
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IMPROVEMENT ANALYSIS (continuen)

Heat Type: Fuek: Condition: A/C Type: Fuel: Condition:
Adequate [ ] Yes [ NoCapacity Rating: Adequate: [] ves [ NoCapacity Rating:
Other:
Comments: Comments:
Interior Finish (materials, type, etc.} Pr Rating to Neighborhood
Condition _Quality Good Avg. Fair
Energy Efficiency O 0a3d
Quality of Construction (materials & finish) O Qgag
Condition of Improvements 0Ooo
Trim/Molding: Room Sizes & Layout O 0O Qg
Bath Floors: Kitchen Cabinets (age & condition} O Ogag
Bath Wainscot: Compatibility to Neighborhood O 0og
Cabinets: Overall Livability O 0aQg
Light Fixtures: Overall Functional Utility O 0Qg
Appeal & Markstability Ooag
Special Features Aic
(fireplacs, sacurity system, skyiights, high ceilings, wet bar, etc.) O veld e O stirway O orop Stair

O scue [0 Foorsd [ Heated [ Cooled
Finished: (description)

Porches, Patios, Pool, Fences & Site Improvements:

Dascribe in detail the age, quality, condition, etc., of all suxiliary structures to the improvements. Al site improvements shouid be discussed for adequats development

of depraciated cost in cost analysis.

XVl
APPRAISAL INSTITUTE

OF
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IMPROVEMENT ANALYSIS (continuen)

‘Describe in detail the construction quality, condition, and all physical components of the improvements {foundation, framing, walls, mechanical,
electrical, and piumbing). Complete detail is necessary for accurate estimation of cost new in the Cost Approach. Describe in detail any physical
and functional inadequacies or superadequacies, physical curable items, modernization, etc. All physical curable items and items of obsolescenca must
be reflected in all approaches to value. A summary should conclude by relating all data specifically to the valuation of the subject property.

IMPROVEMENT ANALYSIS (continuen)

EFFECTIVE AGE YRS. *ACTUAL AGE YRS.

(*Explain variance, if any.)
ESTIMATED TOTAL ECONOMIC LIFE 'YRS.

Justification and Support: Provide justification and support for the subject’s effactive age and tatal economic lifa. Market extractions andior market-derived
evidence should support all data and conclusions.
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Highest and Best Use Analysis

(Use the same guidelines as found in the Sales Comparison Approach Module)

Highest and Best Use Analysis

Associate may use this format as an outline to writing this section.

Present use:
Definition of Highest and Best Use:
Analysis of highest and best use as vacant:

Legal use:
a. What is current zoning (r-1, single family)?

b. What does zoning allow?
c. Are there deed restrictions?
d. What are minimum lot sizes and setbacks?

e. Is there a possibility of change in zoning?

Physical:

a. Size

b. Shape
c. Access
d. Utilities

e. Flood plain

f.  Wetlands

g. Special view

h. Quality of roads

i. Special nuisances or hazards such as location next to gas station, etc.
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j.  Location

Financially feasible: be sure neighborhood sets stage for following analysis.
a. What is the market currently doing in this neighborhood or marketing area? Days on market?

b. Is financing available and at what terms?
c. What are income levels of buyers and are there ample buyers to necessitate a particular product?
d. Are builders building in this area and if so are they able to command a reasonable profit?

e. What is the market most in need of that the legal aspects of this property would allow and the
physical characteristics would accommodate?

Maximally productive:
a. What would be the best product to build on this site? Single family, multi family, etc.

b. What size? (range of most typical size would be acceptable)
¢. How many bathrooms, bedrooms, garage, carport, etc.?

d. What quality and general price range? Be sure to look at your neighborhood to be sure you’ve
properly set this up.

Highest and best use as improved:

Consider the above four tests and how the subject does or does not meet the four criterions of
highest and best use. Be sure to comment on physical deterioration and functional or external
obsolescence if it exists and how it affects the “as improved” product.

The Appraisal of Real Estate, 11th Edition, Appraisal Institute, Chicago, IL
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Valuation Process

Use the same guidelines as found in the Sales Comparison Approach Module.

Description of the Cost Approach:

Cost Approach: Site Valuation
Overview

Site value is best estimated with sales comparison techniques. If this is not possible, the site may be
valued by allocation or extraction. Site value should be estimated in light of the conclusions derived
about the highest and best use of the site as though vacant and unimproved. If site valuation can only
be accomplished with allocation or extraction methods, the property is probably not a good subject for
a module demonstration appraisal report.

Site value should be tied directly to the site data and highest and best use analysis sections of the
report. Common problems encountered in this section include the failure to relate the information in
previous sections to site valuation, the use of properties that are not comparable sales, the failure to
provide market support for unit prices or adjustments, the use of information that is inconsistent with
that used in other sections of the report, and the failure to reconcile findings into a final site value
indication.

All the data in this section should be relevant, concise, and consistent with other data in the report.
Discussion should draw on all pertinent information from previous sections of the report and lead the

reader logically to a site value indication.

Procedure
a. Briefly outline site valuation procedure

b. Collect comparable sales and extract information on:
(1) Property rights conveyed
(2) Financing
(3) Conditions of sale
(4) Date of sale
(5) Recording information
(6) Verification data (Note: Verification should be with buyer, seller, Realtor or someone with
knowledge of the transaction. MLS, PACE, REDI, and court house are sources of data, not

verification.)

(7) Physical characteristics
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(a) Shape

(b) Dimensions

(c) Zoning

(d) Utilities

(e) Access

(f) Topography

(g) Drainage

(h) Amenities

(i) Trees

(if) Ravines

(iii) Views, etc.

(i) Environmental influences

() Location

(k) Income characteristics, if pertinent

(I) Comparability

d. Compare and adjust the comparable sales to the subject site considering

(1) Property rights conveyed

(2) Financing

(3) Conditions of sale

(4) Market conditions

(5) Location and/or external obsolescence, if any
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(6) Physical characteristics

(7) Income characteristics, if pertinent

e. Estimate an appropriate unit price with market support

f.  Reconcile adjusted prices into a value indication for the subject site

Maijor items to be included in Site Valuation

The best method for estimating land value is by use of vacant comparable land sales. The sales
should be reduced to appropriate units of comparison. The value of the land or site should be as
though the site were vacant and available for its highest and best use. Each comparable sale should
be described.

At a minimum, the description must include the following items for each sale:

a. Location
b. Grantor
c. Grantee

d. Recording data

e. Date

f. Sales price

g. Financing; points paid by seller should be reported and any effect on sales price should be stated

h. Person who confirmed sale

i. Lot dimensions and size

j. Physical and topographical characteristics

k. Zoning

. Environmental influences

The report must include a photograph of each sale and a map locating the sales. Each sale should be
analyzed with consideration given to the recognized elements of comparison:

a. Property rights conveyed
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b. Financing terms

c. Conditions of sale

d. Market conditions

e. Location

f.  Physical characteristics

It is recommended that an adjustment grid be used to demonstrate the adjustments. The selection of
comparables must permit associate members to demonstrate market extraction support for at least
two adjustments. If you prove, through analysis of paired sales, that no adjustment is required, you
have proven an adjustment. For example, if Site Sale 1 sold for “X” dollars in one year and Site Sale
2, similar in all respects, sold for the same amount of money the following year, these two sales can
be paired to demonstrate that there is no market condition adjustment. All adjustments must be
explained and/or supported.

This section should end with a reconciliation of the comparable sales into a final value indication.
Where adjustments were not shown because of lack of market support, those differences should be
reconciled in the reconciliation section.

Indirect Methods of Site Value

Allocation and extraction are indirect methods of site valuation. As stated earlier, if they are the sole
method of site value for the module demonstration appraisal report, the property probably is not a
good subject for the module demonstration appraisal report. These tools can be a valuable addition to
the report if the market sales are weak either in quality or quantity. If these methods are used, they
must be used properly and supplement actual market sales.

Note: It is essential that proper procedures be followed in setting up this section. A market data grid
should be used to show the proper sequence of adjustments and how the adjustments relate to the
subject property. All comparisons and adjustments should be made from the comparables to the
subject property, and the source of and support for the adjustments should be derived using
comparable data and other market information.

Market Data Grid
A typical market data grid is shown in a following exhibit:
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Site Valuation

Subject Property

Comparable #1

Comparable #2

Comparable #3

Address/Legal Description

Proximity to Subject

Sale Price

$

$

$

Unit Price

$

$

$

Data Source

$

$

$

Description
Real Property

Description |+(-)$
Adjust

Description

+(-)$
Adjust

Description

+(-)$
Adjust

Rights Conveyed

Comparison

Adjusted Price

Financing

Comparison

Adjusted Price
Rental

Conditions of Sale

Comparison

Adjusted Price

Date of Sale

Comparison

Adjusted Price

Adjusted Sale Price

Location

Site/View

Topography

Net Adjustment (Total)

OPlus [$
O Minus

OPlus [$
O Minus

OPlus |$
[ Minus

Final Adjusted Sale Price

Total Adjustment (%)

Gross Adjustment

%

%

%
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Site Valuation

Subject Property

Comparable #4

Comparable #5

Comparable #6

Address/Legal Description

Proximity to Subject

Sale Price

$

$

$

Unit Price

$

$

$

Data Source

$

$

$

Real Property
Rights Conveyed

Description

+(-)$

Description

Adjust

Description

+(-)$
Adjust

Description

+()$
Adjust

Comparison

Adjusted Price

Financing

Comparison

Adjusted Price
Rental

Conditions of
Sale

Comparison

Adjusted Price

Date of Sale

Comparison

Adjusted Price

Adjusted Sale Price

Location

Site/View

Topography

Net Adjustment (Total)

OPlus [$
O Minus

OPlus [$
O Minus

OPlus |$
O Minus

Final Adjusted Sale Price

Total Adjustment (%)

Gross Adjustment

%

%

%
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Site Valuation

Description

Comparable #

Comparable #

Address/Legal Description

Proximity to Subject

Sale Price

Unit Price

Data Source

Real Property
Rights Conveyed

Description

+(-)$ Adjust

Description

+(-)$ Adjust

Comparison

Adjusted Price

Financing

Comparison

Adjusted Price

Conditions of Sale

Comparison

Adjusted Price

Date of Sale

Comparison

Adjusted Price

Adjusted Sale Price

Location

Site/View

Room Count

Total

Total

Bdrms.

Bdrms.

Baths

Baths

Gross Living Area

Sq. Ft.

Sq. Ft.

Utility

Net Adjustment (Total)

OPlus |$
O Minus

O Plus $
O Minus

Final Adjusted Sale Price
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Site Comparable Data Sheet

Sale #

PHOTOGRAPH HERE

Date Taken

Address:

Grantor:

Grantee:

Sale Price: $

Date of Sale:

Days on Market:
Financing Terms:
Lender:

Conditions of Sale:
Property Rights:
Sale Public Record:
Sale Property Confirmation:
Real Estate Taxes: $
Assessed Value: $

Last Sale Date:
Last Sale Price: $
External Nuisances:

Alternative, similar data sheets may be used.

By

Legal Description:
Improvements:
Utilities & Easements:
Site Shape:

Site Dimensions:
SP/SF:

Comments:
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The Cost Approach
Overview

The cost approach is one approach used to value residential properties. It gives separate
consideration to the value contribution of the site and of the improvements.

The subject property in a module demonstration appraisal report must suffer from incurable physical
deterioration.

Problems encountered in this section usually involve estimates of depreciation and support for these
estimates and inconsistencies with information in other sections of the report, particularly the
sections on the description of improvements and highest and best use.

All the data in this section should be relevant, concise, and consistent with the other data in the
report. The discussion should draw on all pertinent information from previous sections of the report
and lead the reader logically to the value indication derived by the cost approach.

Cost New Estimate Procedure

a. Estimate the value of the site as though vacant and available for development to its highest and
best use.

b. Estimate all reproduction costs required to construct the main improvement(s). This estimate
includes direct costs, indirect costs, and an entrepreneurial profit if appropriate y, at current
prices.

c. Estimate the amount of depreciation due to physical deterioration, functional obsolescence, and
external obsolescence. Deduct this amount from the reproduction or replacement cost of the
improvements to obtain the depreciated value of the improvements.

d. Estimate the reproduction cost of any site improvements or accessory buildings and deduct
depreciation from these costs.

e. Add the depreciated value of all improvements to the value of the site to obtain the value property.

Major items to be included in Cost New Estimate

The cost new estimate should be developed by utilizing at least two sources. If a cost service is used,
the source material must be specifically identified and the process demonstrated. The most detailed
method of cost estimating should be utilized if a cost service is used. (For example, if the source is
Marshall & Swift, the segregated cost method is acceptable.) This should be prepared by the
Associate Member. A computer generated cost breakdown from the service should not be used. Cost
estimators or contractors supplied cost figures; their expertise must be established. Cost estimators’
or contractors’ bids should be on their letterhead and should be signed by the person providing the
estimate. A summary of the estimator/contractor’s qualifications should be included. If reference is
made to recently completed comparable structures, they must be photographed, identified, and
analyzed with appropriate adjustments to the property being appraised.
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The Cost Approach: Accrued Depreciation Estimate

The breakdown method and one other must be used. To qualify for grading as a module demonstration
appraisal report, a property must suffer from incurable physical deterioration and if obsolescence
exists it must be treated. If any other form of depreciation is present, it must be treated factually in
the report. The report must demonstrate the appraiser’s ability to estimate depreciation factually. The
estimate of depreciation must be substantiated with market data analysis to the fullest possible
extent.

Finally, the computations of the cost approach must be shown. This will include the total cost new of
the improvements; an itemized breakdown of depreciation, and a deduction of the total depreciation
from the total cost new indicating depreciated improvement value. To this is added the contributory
value of the site improvements and the site value. This section must end with an indication of value by
the cost approach.

Note: Proper procedures must be followed in setting up the cost approach. The proper format for the
cost approach is presented on the next page.

Illustrations

Several exhibits will help to provide answers to questions students frequently ask. Exhibit 1 shows the
proper format for the cost approach. Exhibit 2 shows the estimation of reproduction cost using unit
prices. Costs can typically be divided into long-lived and short-lived estimates. Exhibit 3 covers the
market extraction of depreciation and shows the rate of depreciation and the economic life. Exhibit 4
covers the breakdown method of physical deterioration, showing curable, incurable short-lived, and
incurable long-lived estimates.
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Exhibit 1: Reproduction Cost—Contractor’s Breakdown

Cost Cost

ITEM UNITS UNIT PRICE LONG-LIVED SHORT-LIVED

(sq. ft.) (in dollars) (in dollars) (in dollars)
Site Preparation 20,000 $0.05 $1,000
Foundation 1,610 1.32 2,125
Floor 1,610 2.10 3,381
Floor Cover
e Carpet 1,410 1.60 2,256
e Ceramic 200 6.33 1,266
Ceiling 1,610 1.06 1,707
Interior Partitions 1,610 9.27 14,925
Interior Paint 1,610 1.43 2,302
¢ Plumbing 1,610 3.25 4,358 875
e HVAC 1,610 2.65 853 3,414
Water Heater 1 320.00 320
e Electrical and Lighting 1,610 2.50 2,697 1,328
Appliances (Built in)
e Range and Oven 1 675.00 675
e Dishwasher 1 440.00 440
e Range Fan and Hood 1 245.00 245
e Garbage Disposal 1 215.00 215
Exterior Walls 192 82.88 15,913
Exterior Paint 756 0.55 416
Porches 160 8.36 1,338
Carport 420 6.52 2,738
Roof Structure 1,610 3.86 6,215
Roof Cover 1,712 1.20 2,054
Fireplaces 1 2,050.00 2,050
TOTAL $62,769 $12,337
Estimate Reproduction Cost New $75,106

* Recognizes that some of the total cost has a shorter life (i.e., plumbing fixtures, light fixtures,
furnace components and compressor).

John Doe, Contractor
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Exhibit 2: Market Extraction of Accrued Depreciation

One Two Three Four

Sales price adjusted $72,000 $60,000 $84,500 $80,000
Less Site Value 15,000 14,000 16,500 15,200
Depreciated Value of Improvements: $57,000 $46,000 $68,000 $64,800
Reproduction Cost $71,000 $57,000 $95,000 $87,000

Less Depreuatted Value of 57,000 46,000 68,000 64,800

Improvements:
Accrued depreciation $14,000 $11,000 $27,000 $22,200
% Depreciation

(Accrued depreciation, cost new) 19.7% 19.3% 28.4% 25.5%
Effective age 14 14 20 16
Depreciation/year (19.7% / 14) 1.41% 1.38% 1.42% 1.59%
Total Economic life (100 (e))* 70.9 72.4 70.4 62.8

Note: This implies the depreciation continues on a straight-line basis and is one of the less reliable
methods of determining economic life.

The subject property has 1,300 square feet of living area. It is most similar to Comparables 1 and 2.
A reasonable conclusion for annualized rate of depreciation would be 1.40% per year.

The effective age for the subject is 14 years. The depreciation for the property is estimated to be
19.6%. (14 yrs. x 1.40%.)

See The Appraisal of Real Estate, 11th Ed., page 373.
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Exhibit 3: Physical Deterioration

Curable Physical Deterioration

During an inspection, an appraiser notes the need to repair the interior painting at a cost of $900 and
the interior floor finish at a cost of $800. Curable physical deterioration is estimated as the total cost
to cure these items. XYZ Construction Company provided the cost estimate.

Cost-to-Cure (supported by cost estimate)

Interior painting $900
Plus interior floor finish 800
Total curable physical deterioration $1,700

Incurable Physical Deterioration Short-lived Items

An appraiser inspects a property and notes that the exterior painting, which was done three years ago
and generally lasts for seven years, would currently cost $7,000. The appraiser also estimates that
the water heater, which is two years old and is expected to last for 12 years, would cost $600 to
replace including installation.

The incurable physical deterioration in the short-lived items is estimated as follows:

Item Cost Actual or Total Useful Physical Age- Cost-to-
Effective Age Life Life Ratio Replace:

Incurable
Physical
Deterioration

Exterior $7,000 3 years 7 years 3/7 (42.86%) $3,000

painting

Water heater $600 2 years 12 years 2/12 $100

(16.67%)
Total $7,600 $3,100

Note: Actual Age/Effective Age and Physical Life estimates should be discussed and supported.

Incurable physical deterioration long-lived items

An appraiser estimates the cost new of a residence to be $90,000. The cost-to-cure curable physical
deterioration ($1,700) plus the cost to replace short-lived items of incurable physical deterioration
($7,600) equals $9,300. The actual age of the structure is 14 years and its total useful life
expectancy is 70 years.
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The incurable physical deterioration in the long-lived items is estimated with the following calculations:

Cost new $75,100
Plus interior floor finish
Less: Cost to cure physical curable $1,700

Cost new of short-lived items $7,600 9,300

Cost new of long-lived items $65,800

Ratio of actual age to total useful life (14/70) X 0.20

Total incurable physical deterioration of long- $13,160

lived items

Source: The Appraisal of Real Estate, 11th Ed. pp. 382-385; Appraising Residential Properties,
2nd Edition, pp. 354-355.
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Exhibit 4: Proper Format for the Cost Approach
Reproduction Cost
Direct costs (hard costs)
Indirect costs (soft costs)
Entrepreneurial profit
Total reproduction cost

Depreciation
Curable physical deterioration
Incurable physical deterioration, short-lived
Incurable physical deterioration, long-lived
Total physical deterioration

Curable functional obsolescence, deficiency requiring addition

Curable functional obsolescence, deficiency requiring substitution or modernization

Curable functional obsolescence

Total curable functional obsolescence

Incurable functional obsolescence, deficiency

Incurable functional obsolescence, super adequacy

Total incurable functional obsolescence

External obsolescence

Total accrued depreciation

Depreciated value the principal improvement

Depreciated value of other buildings and/or site improvements
Total depreciated value of buildings and site improvements

Site value

Value indication by the cost approach
Rounded

—XXXXXXX
FXXXXXXX

FXXXXXXX

FXXXXXXX

FXXXXXXX
FXXXXXXX

FXXXXXXX

SXXXXXXX

FXXXXXXX
FXXXXXXX
FXXXXXXX
FXXXXXXX
FXXXXXXX
FXXXXXXX
FXXXXXXX
FXXXXXXX

XXXXXXX (%)

FXXXXXXX
FXXXXXXX

FXXXXXXX

FXXXXXXX

FXXXXXXX
FXXXXXXX
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Reconciliation of the Cost Approach
Overview

The purpose of reconciliation is to summarize the contents of the report and reconcile the indication
of value estimate based on the cost approach.

Reconciliation involves analysis of the quantity and quality of all the data in the report. The
advantages, disadvantages, relevance, and market support for the approach to value must be
considered and discussed.

The reconciliation should take into account the importance of the date of value estimate and the use
of the report.

Reconciliation relies on reason, professionalism, judgment, logic, and conviction. Misleading
statements such as “The cost approach is always the upper limit of value” should be avoided.

After applying the reconciliation process, the appraiser must arrive at the value conclusion for the
subject property.

All the data in this section should be relevant, concise, and consistent with the other data in the
report. Reconciliation should draw on relevant information from previous sections of the report and
present the reader with a logical final estimate of the market value of the subject property based on
the Cost Approach.
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Certification Through Addenda
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Sample Certification of Value

| certify that to the best of my knowledge and belief:
¢ The statements of fact contained in this report are true and correct.

e The reported analyses, opinions and conclusions are limited only by the reported assumptions and
limiting conditions, and are the personal, unbiased professional analyses, opinions, and
conclusions.

¢ | have no (or the specified) present or prospective interest in the property that is the subject of
this report, and | have no (or the specified) personal interest or bias with respect to the parties
involved.

¢ My compensation 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 estimate, the attainment of a
stipulated result, or the occurrence of a subsequent event.

¢ My analyses, opinions, and conclusions were developed, and this report has been prepared, in
conformity with Uniform Standards of Professional Appraisal Practice invoking the departure
clause.

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

* No one provided significant professional assistance to the person signing this report. (If there are
exceptions, the name of each individual providing significant professional assistance must be
stated.)

e The reported analyses, opinions, and conclusions were developed, and this report has been
prepared, in conformity with the requirements of the Code of Professional Ethics and the
Standards of Appraisal Practice of the Appraisal Institute.

* The use of this report is subject to the requirements of the Appraisal Institute relating to the
review by its duly authorized representatives.

In my opinion, the subject property has a value representative of market conditions on 8 August
1998 of: ONE HUNDRED TWENTY FOUR THOUSAND DOLLARS = $124,000

Signature:
John J. Jones

Appraiser

Source: The Appraisal of Real Estate, 11th Edition, page 703.
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Assumptions and Limiting Conditions

Use the same guidelines as found in the Sales Comparison Module.

Qualifications of the Appraiser

Use the same guidelines as found in the Sales Comparison Approach Module.

Addenda

Use the same guidelines as found in the Sales Comparison Approach Module.

In Conclusion

Good luck in writing your module demonstration appraisal report. This guide is written to provide a
general outline of the requirements and should be supplemented with current Al text material. If there
is a section that you do not understand you are encouraged to call a grader for clarification.

Associates are encouraged to attend a Residential Demonstration Seminar that is a one-day length
and taught by actual graders. The seminar provides more detail on writing the demo and will provide a
friendly atmosphere of networking between the graders and associates. The seminar provides for 7
hours of continuing education in most of the states. For further information on the location and times
of the seminar, please call the Appraisal Institute in Chicago at 312-335-4111 or check the Appraisal
Institute Web site under Education.

The Appraisal Institute Directory of Designated Members also provides a list of the graders names and
phone numbers as well as Institute Staff Members names and phone numbers.

Please remember that this guide is continually updated as requirements change and you should

always check with the Associate & Affiliate Member Service Center to determine that you are using the
most current guide prior to writing the report.

11/07
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APPLICATION FOR THE RESIDENTIAL
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Name (Please print) Account Number

Mailing Address

City State Zip Code

Bus. No. E-mail

Date of Submission:

First time Re-write

Please indicate which module(s) you are submitting.
Sales Comparison Approach Module
Cost Approach Module
Income Approach Module

Assessment Module

Subject Property Address:

$75.00 for each module submitted.

Please provide a check or credit card number. Make checks payable to the Appraisal Institute.

Please charge my: Visa MasterCard Amex  ___ Check is enclosed
Card# Exp. Date:
Signature:
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