What is""Market Value?"

Market value or fair market value is the most prob-
able price that a property should bring (will sell for)
in acompetitive and open market under all condi-
tionsrequisiteto afair sale, the buyer and seller,
each acting prudently, knowledgeably and assuming
the priceis not affected by undue stimulus. Implicit
in this definition is the consummation of a sale as of
aspecified date and the passing of title from seller to
buyer under conditions whereby: (1) buyer and seller
are typically motivated; (2) both parties are well in-
formed or well advised; (3) areasonabletimeisal-
lowed for exposure to the open market; (4) payment
ismade in terms of cashin U.S. dollars or in terms of
financial arrangements comparable thereto; and (5)
the price represents the normal consideration for the
property sold unaffected by special or creativefi-
nancing or sales concessions granted by anyone asso-
ciated with the sale.

Who Actually Owns the Appraisal Report?

In most real estate transactions, the appraisal is or-
dered by the lender. While the home buyer pays for
the report as part of the closing costs, the lender
retains the right to usethe report or any information
contained within. The home buyer isentitled to a
copy of the report - it'susually included with all of
the other closing documents- but is not entitled to
use the report for any other purpose without permis-
sion from the lender.

The exception to thisrule is when ahome owner en-
gages an appraiser directly. In these cases, the ap-
praiser may stipulate how the appraisal can be used;
for PMI removal, or estate planning or tax chal-
lenges, for example. If not stipulated otherwise, the

home owner can use the appraisal for any purpose.

For more information about the appraisal proc-
ess, or about Heck Enterprises, please visit our
website:

Www.Seward-Real Estate.com

Asaways, fed freeto call our office with any
questions about your appraisal.

** Values are not guaranteed. The performance of an
appraisal isaservice and is not impacted by meeting a
predetermined value—as thisis against the law and
against USPAP regulations.

Asaresult, our fee ispaid independent of the value
conclusion. Our opinion of value is made without
bias or prejudice and is based solely upon the data
gathered both in the market and at the inspection.
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What isan appraisal?

An appraisal isathought process leading to an opin-
ion of value. This opinion or estimate is arrived at
through aformal processthat typically usesthe
three "common approachesto value". They are the
Cost Approach - which iswhat it would cost to re-
place the improvements, less physical deterioration
and other factors, plusthe land value. Thereisthe
Sales Comparison Approach - which involves mak-
ing a comparison to other similar, nearby properties
which have recently sold. The Sales Comparison
Approach is normally the most accurate and best
indicator of value for aresidential property. The
third approach is the Income Approach, which is of
most i mportance in appraising income producing
properties - it involves estimating what an investor
would pay based on the income produced by the

property
What does an appraiser do?

An appraiser provides a professional, unbiased opin-
ion of market value, to be used in making real estate
decisions. Appraisers present their formal analysis
in appraisal reports.

Why would a person need a home
appraisal?

There are many reasons to obtain an appraisal with
the most common reason being real estate and mort-
gage transactions. Other reasons for ordering an ap-
praisal include:

* To obtain aloan.

* To lower your tax burden.

* To establish the replacement cost of insurance.

* To contest high property taxes.

* To settle an estate.

* To provide a negotiating tool when purchasing
real estate.

* To determine areasonabl e price when selling real
estate.

* To protect your rightsin acondemnation case.

* Because agovernment agency such asthe IRS
requiresit.

What isthe difference between an appraisal and a
home inspection?

The appraiser is not ahome inspector nor does he/she do a
complete home inspection. An inspection is athird-party
evaluation of the accessible structure and mechanical sys-
tems of a house, from the roof to the foundation. The stan-
dard home inspector's report will include an evaluation of
the condition of the home's heating system, central air con-
ditioning system (temperature permitting), interior plunb-
ing and electrical systems; the roof, attic, and visible insula-
tion; walls, ceilings, floors, windows and doors; the founda-
tion, basement, and visible structure.

What isthe difference between an Appraisal and a
Comparative Market Analysis(CMA)?

Simply put, the differenceis night and day. The CMA relies
on vague market trends. The appraisal relies on specific,
verifiable comparable sales. In addition, the appraisal |ooks
at other factors like condition, location and construction
costs. A CMA deliversa"ball park figure." An appraisal
delivers adefensible and carefully documented opinion of
value.

But the biggest difference isthe person creating the report.
A CMA iscreated by areal estate agent who may or may
not have atrue grasp of the market or valuation concepts.
The appraisal is created by alicensed, certified professional
who has made a career out of valuing properties. Further,
the appraiser is an independent voice, with no vested inter-
est in the value of ahome, unlike the real estate agent,
whose income istied to the value of the home.

Who do appraiserswork for?

Typically, appraisers are employed by lenders to estimate
the value of real estateinvolved in aloan transaction. A p-
praisers also provide opinionsin litigation cases, tax mat-
ters and investment decisions.

How are appraiserscertified?

Regulations regarding licensing and certification of Real
Estate Appraisers vary from state to state. However, licens-
ing and certification is most often associated with many
hours of coursework, tests and practical experience.

After completing thereport, what assurance
istherethat thevalueindicated isvalid?

In communicating an appraisal report, each appraiser
must ensure the following:

That the information analysis utilized in the ap-
praisal was appropriate.

That significant errors of omission or commis-
sion were not committed individually or collectively.

That appraisal serviceswere not rendered in a
careless or negligent manner.

That a credible, supportable appraisal report was
communicated.

Most states require that real estate appraisers are state
licensed or certified. The state licensed or certified
appraiser istrained to render an unbiased opinion
based upon extensive education and experience re-
guirements. To become licensed or certified, apprais-
ersmust fulfill rigorous education and experience re-
quirements. In addition, appraisers must abide by a
strict industry code of ethics and comply with na-
tional standards of practice for real estate appraisal.
The rules for developing an appraisal and reporting
itsresults areinsured by enforcement of the Uniform
Standards of Professional Appraisal Practice
(USPAP).

Where does an appraiser get theinformation
used to estimate value?

Gathering datais one of the primary roles of an ap-
praiser. Data can be divided into Specific and Gen-
eral. Specific datais gathered from the home itself.
L ocation, condition, amenities, size and other specific
data are gathered by the appraiser during an inspec-
tion. General datais gathered from a number of
sources. Local Multiple Listing Services (MLS) pro-
vide data on recently sold homes that might be used
as comparables. Tax records and other public docu-
ments verify actual sales pricesin amarket. Flood
zone datais gathered from FEMA data outlets, such
asalamode's InterFlood or Flood insight products.
And most importantly, the appraiser gathers general
datafrom hisor her past experience in creating ap-
praisals for other propertiesin the same market.



