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This book has been created by Automated Valuation Technologies,
Inc. (AVT). The purpose of AVT is to fill the voids in appraisal practice
that result from the rapidly changing appraisal environment.

2% Appraisers often find themselves engaged in new activities which,
quite frankly, they are not prepared to deal with. This is both unfortunate and
unacceptable. It is unfortunate because appraisers are not fully effective in
carrying out their duties. It is unacceptable because it compromises the vital role
appraisers perform in the safekeeping of their country’s greatest wealth: real
property.

AVT operates under the belief that there is no substitute for the
“Neighborhood Appraiser.” Their knowledge of the local market is unique
and cannot be duplicated by remote computer analysis. These local
appraisers are hardworking and dependable. Without question, these gritty
individuals will carry out their duties as long as they have the knowledge

and equipment to do so.

All rights reserved. This Book may not be reproduced in whole or any part
reproduced for resale. Except, the Braun’s Residential and Commercial Scope
of Work level tables (found in Chapter 10) created by the author may be
published in an appraisal report, on a web page, or as part of an appraisal order
or engagement letter under the condition that they are used for communication
purposes only.
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FOREWARD

A PLACE IN TIME

In this new millennium appraisers find themselves not only in a new time, but in a
new environment as well. This places new and different expectations on the real
property appraiser. Appraisers are responsible for the ramifications their
opinions and conclusions have on the consumers they serve. The value of the
appraisal is becoming measurable so the cost of our services must be less than
the benefits we provide. Here appraisers must evolve from form-fillers and
template masters to problem solvers. The purpose of Due Diligence & Scope of
Work, Third Edition is threefold: first, to identify and explain these new
surroundings so that the appraiser can regain his/her bearings; second, to
develop concepts and theories; and third, to provide a practical means of putting
this knowledge to work in an appraisal practice. The first and second require
knowing what to do; the third requires having the skills and tools to do it.

The significant problems we face cannot be solved at the same level of thinking
we were at when we created them.
-Albert Einstein

Make no mistake about it, the profession has changed. Appraisal practice is
more complicated, competitive, critical, and demanding than ever. The rate of
change of services offered and methodologies in the appraisal industry has
exceeded the rate of adaptation of most appraisers. As the users of the
traditional Uniform Residential Appraisal Report (URAR) for mortgage lending
continues to test alternatives collateral assessment products, many appraisers
are providing new and different services without understanding what the users of
appraisals, the Uniform Standards of Professional Appraisal Practice (USPAP),
supplemental standards, or local laws expect of them. This practice of operating
in the dark and hoping for the best is a state of chrysalis that places the appraisal
profession, and appraisers, in a most vulnerable position.

The appraiser’s growth and evolution in response to the changing environment is
no longer optional. Appraisers must have the fortitude to transform their potential
into competence and expertise. Much like a butterfly emerging from a cocoon,
appraisers are discovering that not only have they emerged into a new
environment, they themselves are quite different as well. They are finding that
adaptation to change is becoming more natural. Preparing for the challenges
ahead is just another part of their job. This was written for this new breed of
appraiser. It provides some of the basic knowledge and tools that are necessary
for the appraiser to perform his/her job professionally in the new millennium.



Be forewarned that much of the knowledge and tools required to succeed in this
new environment do not yet exist in the appraisal “body of knowledge.” This
book is not a rehashing of old principles and ideas, but a presentation of several
new concepts and tools resulting from an analysis of the new challenges and
problems appraisers are facing. Over 30 definitions that are unique and specific
to the understanding of this material are presented. These definitions and terms
are prefaced with the infinity sign “«~” so that the reader can differentiate between
them and the knowledge that currently exists. These new concepts and tools as
presented are rudimentary and will need to be expanded and improved upon by
the profession in the future.
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INTRODUCTION

Forming an opinion of the scope of work (SOW) is just one step of the “Appraisal
Planning Process.” The information assembled in the Appraisal Planning
Process is necessary to make the scope of work decision. In order to become
proficient in making the scope of work decision, it is necessary to break this
process into many individual steps. This leads to a “Which came first the chicken
or the egg?” situation. The scope of work decision cannot be made without
planning the entire appraisal, and the planning of the appraisal cannot be
performed without making the scope of work decision. In order to present the
material in a simple and understandable way, the whole process is segregated
into individual steps. The subject of this book is the entire “Appraisal Planning
Process.” The following chart illustrates the appraisal planning process:

PLANNING THE APPRAISAL

I. Diaghose the Problem

g

II. Develop a Solution

4

lll. Assess the Due Diligence

g

IV. Form an Opinion of the SOW

g

V. Communicate the SOW



It is important to understand that the scope of work is driven by several forces. A
few of these are illustrated in the following chart:

FORCES INFLUENCING THE SCOPE OF WORK DECISION

Lawsuit Prevention

Laws & Regulations
\ / Solution to Problem
/ Intended Use
Due Diligence
Intended User —» se." 'rmnl <+—— Professional

Standards

/ f Client's Input

Local License Laws Contract or Agreement

Chapter 1 focuses on some of the events that have profoundly affected the
appraisal business. The groundwork for Planning the Appraisal is laid by
discussing three of the major driving forces of the scope of work. “Professional
Appraisal Standards” are discussed in Chapter 2, “Civil Laws and Liability
Management” are discussed in Chapter 3, and “Supplemental Standards and
Agreements” are discussed in Chapter 4. The various Steps of the Appraisal
Planning Process are covered in the following Chapters: Steps | and Il are
covered in Chapter 5, Step Ill is covered in Chapter 6, and Step IV is covered in
Chapters 7 and 8. Step V is covered in Chapter 9. Chapter 10 covers many
issues relevant to the lending community and the new Scope of Work Rule.
Chapter 11 discussed why Automated Valuation Models should disclose their
associated scope of work. Chapter 12 is a general conclusion to the book.

Six case studies are presented and used as practical examples throughout the
book. The first four involve residential properties, and the second two involve
commercial properties. They illustrate how to diagnose and develop a solution in
Chapter 5, analyze due diligence in Chapter 6, illustrate the effect on varying the
scope of work in Chapter 7, serve as practical examples of reporting the scope of
work in Chapter 9, and presents information specific to lenders in Chapter 10.



