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Massachusetts Community & Banking Council
Appraisal Conversation Agenda
April 19, 2016

. Introduction

. A look at sales statistics for selected Boston neighborhoods

. The appraisal process

- AIR & Communication: who can speak with the appraiser?

. Suggestions of ways to assist the appraiser

. What can be done if the value does not support the sales price?
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Definition of the Problem
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Identify client and
other Intended
users

Identify the
intended use

[dentify the type
and definition of
value

Identify effective
value date

Identify relevant
characteristics of

the property

Assignment conditions*

Extraordinary
Assumptions

Hypothetical
Conditions
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Data Collection and Analysis

Market Analysis Highest and Best Use Analysis
Demand studies Site as though vacant
Supply studies |deal improvement
Marketability studies Property as improved
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Application of the Approaches to Value
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Sales Comparison
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Reconciliation of Value Indicators and Final Value Opinion
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Report of Defined Value




Massachusetts Community & Banking Council
Appraisal Conversation
April 19, 2016

1) Introductions

2) The Appraisal Process
a. Appraiser selection
b. Appraiser compensation

3) Assignment is received
a. Initial research is conducted
i. Google Earth
ii. Assessor’s records
iii. Data sources
iv. MLS
v. The Warren Group
vi. Appraiser’s own files
b. Neighborhood characteristics

c. Property inspection

d. Approaches to value
i, Cost
1. Income
iii. Sales comparison

e. Analyze the data
1. Comparable sales
ii. Under agreements
iii. Rent comparables

f. Reconcile the analysis

g. Opinion of value

Fannie Mae’s Definition of Market Value: Market value is the most probable price that a property should bring in a competitive and
open market under all conditions requisite to a fair sale, the buyer and seller, each acting prudently, knowledgeably and assuming the
price is not affected by undue stimulus. Implicit in this definition is the consummation of a sale as of a specified date and the passing
of title from seller to buyer under conditions whereby:

. buyer and seller are typically motivated;

both parties are well informed or well advised, and each acting in what he or she considers his/her own best interest;

a reasonable time is allowed for exposure in the open market;

payment is made in terms of cash in U.S. dollars or in terms of financial arrangements comparable thereto; and

the price represents the normal consideration for the property sold unaffected by special or creative financing or sales
concessions granted by anyone associated with the sale.

Note: Adjustments to the comparables must be made for special or creative financing or sales concessions. No adjustments are
necessary for those costs that are normally paid by sellers as a result of tradition or law in a market area; these costs are readily
identifiable because the seller pays these costs in virtually all sales transactions. Special or creative financing adjustments can be made
to the comparable property by comparisons to financing terms offered by a third-party institutional lender that is not already involved
in the property or transaction. Any adjustment should not be calculated on a mechanical dollar for dollar cost of the financing or
concession, but the dollar amount of any adjustment should approximate the market’s reaction to the financing or concessions based

on the appraiser’s judgment.
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BACKGROUND

What helped you
establish the list price?

MARKET Any potentional comps
What do you see you would like to share?

happening in the market? Provide a list of updates

What factors are ¢ totheappraiser.
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Anything unlque about
the neighborhood? # ACTIVITY

How do distressed "~ How many offers did
sales impact prices? you receive?

What were the price
levels of the offers?

Why did you lower or
raise the price?

but don’t.advocate X What attracted the
o = " buyers to your listing?
for a specific value.
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REAL ESTATE VALUATION PROFESSIONALS : mbrea.org
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FA C T Regardiess of whethet an ANC Is uses, lenders are not permitted to
influence the vatue of 2 home, and licensed and certified apprasers are
required by law to follow strict guidefines e UInifi tandards of p N3l Apprasal Pra
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FA C T Brokers are permitted to communicale with an appraiser and to provide
them with additional information as Imu; as the communication is
not n"mﬂvd to ur-dnw mﬂueme the outcome of the )Q)Dr.ilsa‘
ale

Appraisers are required to review the purchase agreement (if available
during the ardinary course of business) o fully understand the terms
justify’ the ransact

Even though the borrower may be rl:spunsmh. (or the cost of an appnml
appraisers are hired by lenders.

EL.IS C I Thecostput into a home improvement project may very wel add valua
to & home: howeer. the value of any improvements are based on what
the market is willing lo pay for them, and may not necessarily correlate to the cost. Nos ;

t propety value
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Though both provide crucial information. their roles are very
ditferent. An acprais wdos, 3 imbiased analysis
the t

T2 (C T uitders are pormitted to communicate with an appraiser and to provide
them with additional infermation as leng as the communication is
not intended to mmuwmﬂuenmlreuulmnm of the applmsal he ange of relevant nfogrmation
Indluding cc el as
2 cradible

FA C T If there are questions or concerns with an appraisal, there are concrete
steps builders can take through the lender. | nps &
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Appraisers do need to consider the cost to build a home and. at times
must perform a cost approach to deliver a credible appraisal

www.appraisatfoundation.org




