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Introduction to Appraisal 
Practice



“The way to stop 
discrimination on the 
basis of race is to 
stop discriminating 
on the basis of 
race.”*

“Valuation is not a 
matter of 
mathematics, but 
an applied 
science, even a 
craft.”**

**2007 CSX Transportation, Inc. v Georgia State Board 
of Equalization opinion of the unanimous court.

*2007 Parents Involved 
decision. 

“Property valuation, 
though admittedly 
complex, is at bottom, 
just ‘an issue of fact 
about possible market 
prices’.”**

“Congress clearly 
permitted courts to 
question [an appraisers' 
selection of valuation 
methods] when it banned 
discriminatory [methods] 
and made true market 
value a question to be 
litigated in federal 
court.”**

Supreme Court Justice Roberts



The 
Valuation 
Process



What is USPAP?



Who needs standards?

The New York Times 
“Raising the Standards for Appra isers”

October 21, 1990



The Creation of Uniform National Standards

1980

The Savings and Loan 
Crisis begins

1987

April 27: USPAP 
created

1987

November 30: The 
Appraisal Foundation 
incorporated

1989

May 10: FIRREA 
becomes effective



Background
The Foundation is NOT:

• A government agency or 
regulatory board; 

• Created by Congress;

• An appraisal trade 
organization that offers 
designations.

The Foundation IS:

• A non-profit educational 
organization;

• Founded by 8 national 
appraisal organizations;

• Created to foster 
professionalism in appraising.



What Appraisal 
Practice Standards
Should Contain

Integrity

Competent 
Performance

Protects  the 
Public Trust

Impartiality

Objectivity

Ethical 
Behavior

Clear 
Communication

Consistent 
Process

Benchmarks 
to measure 

behavior



Uniform 
Standards of 
Professional 

Appraisal 
Practice

• PREAMBLE
• DEFINITIONS
• RULES

– ETHICS
– RECORD KEEPING
– COMPETENCY
– SCOPE OF WORK
– JURISDICTIONAL EXCEPTION

• STANDARDS 1-10

• The USPAP Publication
– USPAP
– Advisory Opinions
– Frequently Asked Questions



ETHICS RULE COMPETENCY RULE JURISIDICTIONAL EXCEPTION RULE

SCOPE OF WORK RULE RECORD KEEPING RULE STANDARDS 1-10





USPAP

ETHICS 
RULE

COMPETENCY 
RULE

JURISDICTIONAL 
EXCEPTION RULE

An appraisal assignment requires compliance with the above 3 RULES plus the 
below RULES and STANDARDS.

Valuation services requires compliance with just these 3 
RULES. 

STANDARD 1: 
DEVELOPMENT

STANDARD 2: 
REPORTING

SCOPE OF 
WORK RULE

RECORD 
KEEPING



SCOPE OF 
WORK RULE

STANDARD 1 & 5: 
DEVELOPMENT

STANDARD 2 & 6: 
REPORTING

RECORD 
KEEPING

ETHICS 
RULE

COMPETENCY 
RULE

JURISDICTIONAL 
EXCEPTION RULE

PREAMBLE DEFINITIONS hello

For when a law precludes 
compliance with any part of 
USPAP

Contains general ethical 
requirements

Contains general 
performance requirements

Outlines the purpose of USPAP

Elaborates on general practice 
policies specific to real property

Establishes the application of certain terminology

Elaborates on general practice 
policies specific to appraisal 
and appraisal review

Elaborates on general practice 
policies specific to appraisal 
and appraisal review

USPAP



Who must comply with USPAP
• USPAP does not establish who or which assignments must 

comply. 
• An appraiser must comply with USPAP when either the service 

or the appraiser is required by law, regulation, or agreement 
with the client. 

• Individuals may also choose to comply with USPAP any time 
that individual is performing the service as an appraiser. 



What does it mean to comply with  “USPAP”?
• Includes: 

• Researching Market Data.
• Teaching Appraisal Courses.
• Mechanical Computations.
• Ad valorem tax consulting 

(when acting as an 
appraiser). 

• Providing raw sales data.

• Appraisal
• Mass appraisal 
• Appraisal of individual 

properties
• Appraisal Review

GENERAL
• Act competently
• Ethical behavior
• Preclude following 

USPAP as laws state

FOR APPRAISAL & 
APPRAISAL REVIEW
• Maintain workfile
• Follow scope of work 

rule



Does your state require USPAP compliance?
• Is the individual required to comply with USPAP for:

– All mass appraisal work
– Individual appraisals
– Appraisal Reviews

• What kind of credential does the assessor have?
– Ad Valorem
– Licensed Residential
– Certified Residential 
– Certified General

• What does the credential qualify them to do?
• Who performs and completes the appraisal? 



USPAP and Property Tax 
Appraisals



Mass Appraisal 
STANDARDS

DEFINITION: 
“the process of valuing a 
universe of properties as of 
a given date using 
standard methodology, 
employing common data, 
and allowing for statistical 
testing”



Mass Appraisal Development Standards*

*These are not all of the Standards



Mass Appraisal Development Standards*

*These are not all of the Standards



And don’t forget….
• STANDARD RULE 1: Real Property Appraisal, Development
• STANDARD RULE 2: Real Property Appraisal, Reporting
• STANDARD RULE 3: Appraisal Review, Development
• STANDARD RULE 4: Appraisal Review, Reporting

• STANDARD RULE 7: Personal Property Appraisal, Development
• STANDARD RULE 8: Personal Property Appraisal, Reporting
• STANDARD RULE 9: Business Appraisal, Development
• STANDARD RULE 10: Business Appraisal, Reporting



The Public is Talking About:
Appraisal Bias and 
Discrimination



Building up to the Current Environment
• 2017 “The Color of Law” – contemporary 

(and bestselling) book discussing housing 
and racism

• 2018 “Devaluation of Assets in Black 
Neighborhoods” by Andre Perry

• 2018 “Neighborhoods, Race and the 
Twenty-first-century Housing Appraisal 
Industry” by Junia Howell and Elizabeth 
Korver Glenn



2020: The Year of Change
Are appraisals subjective?



A Campaign Promise

• Tackle racial bias that leads to homes in 
communities of color being assessed by appraisers 
below their fair value. Housing in communities primarily 
comprised of people of color is valued at tens of thousands 
of dollars below majority-white communities even when all 
other factors are the same, contributing to the racial wealth 
gap. 
• To counteract this racial bias, Biden will establish a 
national standard for housing appraisals that ensures 
appraisers have adequate training and a full appreciation 
for neighborhoods and do not hold implicit biases because 
of a lack of community understanding. An objective national 
standard for appraisals will also make it harder for financial 
institutions to put pressure on appraisers to their benefit.

https://www.brookings.edu/wp-content/uploads/2018/11/2018.11_Brookings-Metro_Devaluation-Assets-Black-Neighborhoods_final.pdf


Studies



Studies



Bias and Discrimination
• Perhaps the biggest challenge the profession has faced 

in decades

• 2020: Press reports & Public Trust

• 2022: ASC and its NHFA Report

• 2022: PAVE: Property Appraisal and Valuation Equity 
– Task Force by the Biden Administration Report



PAVE



U.S. House of Representatives Committee on 
Financial Services



Federal Agencies Letter

CFPB   (Consumer Financial Protection Bureau)
HUD    (U.S. Department of Housing and Urban Development)
FRB     (Federal Reserve Board)
OCC    (Office of the Comptroller of the Currency)
FDIC    (Federal Deposit Insurance Corporation)
NCUA   (National Credit Union Administration)
FHFA    (Federal Housing Finance Agency)
DOJ     (U.S. Department of Justice)



How USPAP Addresses Bias



Bias and the Appraiser
Impartiality

Independence

Objectivity

As it relates to an assignment



Bias and the Appraiser
• The affirmations relating to development require the mental and emotional predispositions of being 
impartial, objective, and independent. Impartial, objective and independent signify different mental 
and emotional conditions.

• Impartial describes a mental state that does not favor one side over another at the outset of an 
investigation.

• Objective describes a mental condition that is opposed to the subjective. An objective opinion is 
based on what exists and what is known rather than on preconceived or personal views. 
Preserving objectivity is the best way to achieve impartiality.

• Independence signifies freedom from outside influences or controls. Independence both mentally 
and emotionally enables an appraiser to be objective and impartial.

• All three of these together ensure that the appraiser’s judgment and service is developed without
bias or accommodation of personal interest.



Does USPAP address discrimination?
• Yes…….but lets dig deeper
• What is “discrimination”?

– Can be a subset of “bias”
– Definitions

• Illegal discrimination
• Unethical discrimination
• Discrimination (as a distinction)

– ASB discussing this topic currently



USPAP prohibits illegal discrimination

An appraiser must promote and preserve the public trust inherent in appraisal practice by observing the
highest standards of professional ethics.

An appraiser must perform assignments with impartiality, objectivity, and independence, and
without accommodation of personal interests.

An appraiser must not perform an assignment with bias. 

An appraiser must not use or rely on unsupported conclusions relating to characteristics such as race, 
color, religion, national origin, gender, marital status, familial status, age, receipt of public assistance 
income, handicap, or an unsupported conclusion that homogeneity of such characteristics is necessary to 
maximize value.



USPAP prohibits illegal discrimination

Competency requires recognition of, and compliance with, laws and regulations that apply to the 
appraiser or to the assignment. 

Comment:  Competency may apply to factors such as, but not limited to, an appraiser’s 
familiarity with a specific type of property or asset, a market, a geographic area, an 
intended use, specific laws and regulations, or an analytical method.  If such a factor is 
necessary for an appraiser to develop credible assignment results, the appraiser is 
responsible for having the competency to address that factor…..

In all cases, the appraiser must perform competently when completing an assignment. 



Why doesnt USPAP state “An appraiser must not 
discriminate in appraising”?
• ETHICS RULE = APPLIES TO ALL OF APPRAISAL PRACTICE

– The ETHICS RULE sets forth requirements for integrity, impartiality, 
objectivity, independent judgement, and ethical conduct

• APPRAISING = IS A SUBSET OF APPRAISAL PRACTICE
– To have a requirement that discrimination is only in appraising implies it is 

allowed in other parts of appraisal practice. 
• “APPRAISAL PRACTICE = INCLUDES DATA CRUNCHING

– Example: Freddie Mac study. Thus, there are times when it is acceptable and 
necessary to base conclusions on the protected characteristics of individuals 
(or groups). 

• “DISCRIMINATE” = NEEDS CONTEXT
– There is legal and illegal discrimination, as well as benign discrimination (i.e.

defined as “distinguishing between things)



Ilustrations
STEPS RELATED TO PERFORMING AN 
APPRAISAL

USPAP REFERENCE EXAMPLE OF POSSIBLE DISCRIMINATORY ACTION 

Actions taken prior to the appraiser 
agreeing to perform the assignment

COMPETENCY RULE 
(Lines 309 to 310)

An appraiser refuses to accept any appraisal assignments 
in majority Black neighborhoods.  

Approaching the assignment with the 
right mindset

PREAMBLE

(Line 40)

An appraiser is valuing a property in a predominately 
minority neighborhood and because of this fact, decides 
that they will value the property below the pending sale 
price, even before performing any research or analysis. 

Having the competency to complete the 
assignment

COMPETENCY RULE 
(Lines 309 to 310)

Not knowing which laws apply to the appraiser or to the 
assignment, and thus, not following them (regardless of 
intent). 

Performing the assignment with 
impartiality, objectivity, and 
independence 

ETHICS RULE

(Lines 185 to 186)

The appraiser concludes an opinion of value below the 
property’s market value because of the property owner’s 
religious beliefs.

Application of the approaches to value ETHICS RULE

(Lines 198 to 200) 

The appraiser, after concluding the subject property may 
be occupied by a minority, intentionally selects 
comparable sales based on the perceived race of that 
occupant. 

Data collection and analysis COMPETENCY RULE

(Lines 306 to 310)

The appraiser checked census data regarding racial 
composition of the subject’s subdivision and several 
competing subdivisions, then used that data to restrict the 
use of comparable sales from subdivisions with similar 
racial compositions.  

Reporting assignment results COMPETENCY RULE

(Lines 299 to 300)

The Appraisal Report contained the following words 
“According to census data, this neighborhood is 
comprised of 30% white occupants, 60% Black occupants 
and 10% are of a mixed race.”

Market analysis Standards Rule 1-3 (a)

(Lines 505 to 511)

The appraiser misleads the intended user by not 
researching the market to understand the characteristics 
relevant to the property’s value, but instead bases 
conclusions on racist or stereotypical assumptions. 



Identifying Bias



Appraisals: Objective or Subjective? 



Judgment

Is commonly defined as
the mental ability to come to opinions 
about things, power of comparing and 
deciding; understanding; good sense. 



Judgment
• Value is a judgment about the worth of property 

relative to a type of value. 
• Completing an assignment competently requires 

proper judgment. 
• Proper judgment (decision making) is alluded to in the 

COMPETENCY RULE:
Properly identify the problem to be addressed. 

• Each Standard Rule then describes in more detail the 
judgment involved with defining the problem. 

• Problem Identification includes judgement and 
information.



Judgment



Risk factors associated with higher fair 
[housing] risk
• Substantial discretion to make decisions on transactions or properties 
• Lack of clear policies, procedures, business rules, or decision criteria 
• Use of factors in decision-making that are subjective rather than objective 
• Use of geographic factors or different treatment of geographies 
• Policies impacting outcomes that lack clear business justification 
• Policies impacting outcomes that have not undergone review for effectiveness or need for a significant period of 

time 
• Compensation criteria or other incentives that could lead to disparities in outcomes 
• Reliance on third parties without appropriate oversight 
• Unreliable or incomplete data 
• Consumer complaints 
• Employee statements indicating aversion to doing business in certain areas with relatively high concentration of 

residents sharing a protected class characteristic 

FHFA Advisory Bulletin 2021-04



Establishing Disparate Treatment
The existence of illegal disparate treatment may be established either 
• by statements revealing that an Enterprise explicitly considered prohibited factors (overt evidence), or
• by differences in treatment that are not fully explained by legitimate nondiscriminatory factors (comparative 

evidence). 
Disparate treatment can also be shown through appropriate statistical analysis. 

FHFA Advisory Bulletin 2021-04

OVERT
Justifying a decision because a property is 
stated as being located “near Indian nation 
public housing” and that
“buyers have a problem with that”.

Comparative
Treating similarly situated properties 
differently where one property is located in a 
minority neighborhood and the other in a 
majority white neighborhood.



Code Word Evidence of Disparate Treatment
Use of certain code words can be evidence of disparate treatment. Whether a code word is evidence of disparate 
treatment depends on 
• the context, 
• inflection (if spoken),
• tone of voice (if spoken), 
• custom, 
• and historical usage.
Examples of potential code words include describing minority neighborhoods as “crime-ridden,” “inner city” 
neighborhoods, or lacking “pride of ownership.”
Code word evidence should be carefully evaluated in its full context before drawing conclusions. 

FHFA Advisory Bulletin 2021-04



Corrrecting for Bias



Actions to Take
• Awareness

– Data (FHFA, State data, HUD data)
– Education (Appraisers have more training)

• Enforcement
– States (are charged with enforcing USPAP)
– Appraisal Subcommittee (has oversight of states)
– Clients, and regulators (Freddie, Fannie, VA, FHA, FHFA, HUD, etc.)

• Guidance can be provided from:
– Clients 
– Federal Agencies
– Appraiser Membership organizations
– ASB (limited in what they can provide)



The Appraisal Foundation Actions: Immediate

• The ASB and AQB are fully engaged in addressing the bias and 
discrimination issue. Often changes to the Criteria or USPAP 
take a considerable amount of time to have a measurable 
impact. 

• QUICK ACTION in 2021: The 7-hour USPAP Update contains 
90 minutes on bias and discrimination related topics, as they 
relate to USPAP. This material is being enhanced- expect to see 
an update soon!



The Appraisal Foundation Actions: Forward 
Steps
• Strengthening guardrails against unlawful discrimination

– Comprehensive review of Ethics Rule (more on this in a bit!)
– Retaining Relman-Colfax
– Adding Advisory Council to Advocate for Residential Equity “CARE”

• Building a well-trained (AQB goal), accessible, and more 
diverse(BOT goal) appraiser workforce

– PAREA modules in development (more on this in a bit!)
– 35 states now accept PAREA for experience requirement



“PAREA” 

Practical Applications
of Real Estate Appraisal

AQB



ASB
7 Hour USPAP Course

(90-minute section)

Revising ETHICS RULE



AVMs



Resources for You



Court Cases- Currently Ongoing
• Austin, et al. v Miller, et al. 

– DOJ issues a letter of interest 
– https://www.justice.gov/crt/case-document/file/1472031/download

• Connolly/Mott vs Shane Lanham Alleges appraiser undervalued 
the owner's home

– Case 1:22-cv-02048-PBG Filed 08/15/2022

https://www.justice.gov/crt/case-document/file/1472031/download


Court Cases- Older
United States v. Am. Inst. of Real Est. Appraisers of the Nat’l Ass’n of Realtors (AIREA), 442 F. Supp. 1072, 1076 (N.D. Ill. 
1977) (This case describes the United States’ complaint against four trade associations for promulgating appraisal 
standards that caused “appraisers and lenders to treat race and national origin as a negative factor in determining the 
value of dwellings,” in violation of 42 U.S.C. §§ 3604(a), 3605, and 3617.)

Swanson v. Citibank, N.A., 614 F.3d 400, 406 (7th Cir. 2010) (Swanson’s complaint of racial discrimination in a home equity 
loan application under the Fair Housing Act was stated both as to the lender and the appraiser who valued the property 
$70,000 lower than it’s estimated value at the beginning of the transaction.) 

Barkley v. Olympia Mortg. Co., No. 04 CV 875 RJD/KAM, 2007 WL 2437810, at *15, *21 (E.D.N.Y. Aug. 22, 2007) (This 
case involved allowing a reverse-redlining claim under §§ 3604(b) and 3605 to proceed against an appraiser, developers, 
mortgage lenders, lawyers, and other appraisers who allegedly overvalued homes.)

HUD Conciliation Agreement with JP Morgan Chase, available at 
https://www.hud.gov/press/press_releases_media_advisories/hud_no_21_037 (This case resolved a complaint alleging 
that Chase had valued a home for less than its worth because of its reliance on a racially discriminatory appraisal.)
Amy Hanson, et al., v the Veterans Administration (United States Court of Appeals, Fifth Circuit) (September 29, 1986)

https://www.hud.gov/press/press_releases_media_advisories/hud_no_21_037


Fair Housing Case Law Resources
• List of Case Law

– http://www.mapc.org/wp-content/uploads/2018/02/Fair-Housing-Case-Law.pdf
– This resource dates back to 1917.

• HUD
– https://www.hud.gov/program_offices/hearings_appeals/cases/fha

• DOJ
– https://www.justice.gov/crt/housing-cases-summary-page
– https://www.justice.gov/crt/recent-accomplishments-housing-and-civil-enforcement-section

http://www.mapc.org/wp-content/uploads/2018/02/Fair-Housing-Case-Law.pdf
https://www.hud.gov/program_offices/hearings_appeals/cases/fha
https://www.justice.gov/crt/housing-cases-summary-page
https://www.justice.gov/crt/recent-accomplishments-housing-and-civil-enforcement-section


Answer Your USPAP Questions



Additional Resources
• Email your general USPAP questions:

LisaD@appraisalfoundation.org
• Four-hour course: Intro to Terms and Concepts of USPAP

mailto:LisaD@appraisalfoundation.org


THANK YOU
Communicating with the Foundation and its Boards is easy

www.appraisalfoundation.org
1155 15th Street NW, Suite 1111 Washington, DC  20005

202.347.7722
info@appraisalfoundation.org
AQB@appraisalfoundation.org 
ASB@appraisalfoundation.org

http://www.appraisalfoundation.org/
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