Comm 330, 2020, Sep – Dec, John Bridal/Chuck Dunn
Assignment 1 Answers:

1. Answer 3 – The definition of “value” being sought is the key consideration in the highest and best use analysis.
2. Answer 3 – Reports Must be done in writing.
3. Answer 3 – CUSPAP dictates the form, format, and style of reporting.
4. Answer 3 – Social.
5. Answer 3 – An appraiser need not understand the type of interest to be determined, as long as he uses the correct appraisal method.
6. Answer 2 – Use value considers the property’s value in alternative uses. 
7. Answer 1 – A and C only.
8. Answer 4 – Intended use is a part of CUSPAP, but not the First Principles of Value.
9. Answer 3 – The appraiser should not include the ovens because they are trade fixtures. 
10. Answer 4 – The length of time that the item has been on the property. 
11. Answer 3 – Alex has bought a house and his extended family. 
12. Answer 4 – An assignment to determine a justified price falls in the area of investment counseling. 
13. Answer 3 – An amount of money a property should sell for on the open market. 
14. Answer 4 – An appraiser may owe obligations to all of the above groups.
15. Answer 2 – Use Value.
16. Answer 2 – Durability of improved land.
17. Answer 1 – Has lost nearly all utilities.
18. Answer 4 – If the normal or intrinsic value of the property corresponds to its market value.
19. Answer 1 – Special.
20. Answer 3 – Current legislation governing assessments. 











Busi 330 Notes:

The Appraisal of Real Estate; Canadian Edition - The Story 

· Based in the US 
· Intended to be a basic textbook for students 
· Now in the 13th edition (published every 5 years) 
 
Process to develop new edition: 
· Past contributors 
· Current educators ( many more instructors in the states) 
· Call feedback from members 
· Ideas file (lawsuits, food for next version of textbook) 
 
Canada - 1991 joined forced with the US.
 
· 1990's appraisers was low 
· Printed a thousand copies 
· 1996 - developed second text - didn't publish the Canadian edition 
 
· UBC able to produce small print runs 
 
· 3rd edition came out in 2010 
· 8,000 copies 
· Is a Canadian best seller 
 
How do you build a Textbook?
· Us are involved 
· Is this how things are practiced in Canada 
· Is this different in the US 
· Make sure that everything is consistent (Role of money - econ person) 
· Integrate with other UBC teachings 
· Economics Overview 
· UBC does graphic design and production 
 
Going forward: 
· Fundamentals of appraisal don't change, but practices do 
· Computing changes the way information is collected and analyzed 
· International valuation standards play a role in appraisal 
· IVS places more advanced criteria into play
 
After Graduation: 
· What is it useful for after the course?
· Need to talk to a judge or tribunal - this is the book to go to
 

[bookmark: _GoBack]First Principles of Value: 
 
Trying to show students the relationship between 1. Law 2. Real property Marketplace, and 3. Economic Forces 
 
Students need to understand: 
· (1) The physical understanding of a property (site itself and all the improvements 
· (2) Legal understanding of what you can and cannot do with a property (searching title, reading any easements on a property) 
· (3) Financial Understanding (Mortgages on the property 
· (4) Location understanding ( real estate is fixed and cannot be moved to another location 
 
· (5) Understanding the Property Rights ( what is permissible on the land? Refer back to the zoning and community plans 
 
Appraisals should also know the: 
 
· (6) Function and or purpose of the appraisal. Know to include certain data for mortgages, have specific data if you are appearing in court, or divorce action, might have to attend court as an expert witness 
 
· (7) Highest and best use: Making sure the property is being developed in all areas of the property. 20 or 30 years ago it was being developed into commercial and industrial, now changing to high rise and multi family residential properties 
· Highest and best use sets the value for the property 
 
· (8) Land use regulations: what's available and what's permissible? Might want to build this specific type of property on it. May be possible to do, however the timing may not be right. Have to look at what you can build today to get the best use of the property 
 
· (9) Economic Variables: They are the forces of the economy. Right now have lower interest rates, however the demand is falling a bit. Supply is increasing. Money is flowing in from different parts of the world and that is affecting our market. We have a very active market in Richmond and Vancouver west side with money coming in from Asia. This drives prices up.
 
· (10) Legal issues: Search what you can and cannot do with a property. If there are any charges on the property restricting development, they have to be considered in the appraisal 
 
· Any easements (right to use and/or enter onto the property of another without actually possessing it) discuss how you can use some parts of the property and not other areas of the property 
 
· (11) Research (gathering fact and opinion) out of that you are going to be drawing some sort of opinion 

· When people are thinking of buying a property, they have to decide on how much money they want to spend for how much value they are receiving 
 
Cost = dollar amount to create an item including a profit. So it is the cost of the materials, financing costs, costs of the permits 
 
Price = Actual money you will pay to acquire an item. Price is normally set between the vendor and the purchaser. As an appraiser you come up with an estimate of value. The final price is determined between the two parties 
 
Value = What does it mean to buy something of value? What we are buying. Very subjective, one person might perceive a sunset with ocean view to be of more "value" than another individual 
 
Subjective Value = 
 
· Exists in our minds 
· Is created by us 
· Everyone has different perceptions 
· Based on our desires 
 
Objective value = The cost to create the item. The hard cost, where you can find the cost of the land, building, and add it all up together 
 
When thinking of "subjective value" remember the four Forces of Value: 
 
1. Utility - buying something that you can actually use. Ex. Something material that you can touch. Buying a specific piece of art in order for you to get enjoyment out of looking at the art piece
 
· Might be a vacation. After a hard laborious working full time winter, Want to fly to Mexico for a few weeks, that giving you some utility 
 
1. Scarcity - means there is a limited supply of an item 
 
· Ex. Limited supply of waterfront views, or lake frontages 
· Might get a deal for $300 for a weeks vacation to Hawaii (those don't last long, therefore they are scarce) 
 
1. Desire (Desirability) - Need of the object to perform some task for you 
 
· May end of buying a bottle of water, now it is giving you some desirability because you want to drink it 
· Might be a collector pursuing some type of art work (ex. Mona Lisa - only on of them) 
· Might need a vacation because of social pressures 
 
 
1. Effective purchasing power - The ability to buy something 
 
· What's the trade off? Are you able to trade an hour of pay somewhere to get what you want?
· Might be able to spend $5,000 somewhere to go on a vacation 
· How much money is in your bank account in order to do what you want?
 
When you buy something, you are buying (1) Utility (2) Scarcity (3) Desire (4) Effective Purchasing Power 
 
 
 
Market Value: 
 
· Most common value found by appraisers 
· It is the basis for trading and for financing 
 
Trading = would be for buyers and sellers to order appraisers if they are buying a property 
 
Financing = borrowing money through a bank, credit union, or trust company 
 
Market Value = 
 
(1) Most probable price 
· It's always possible to build something on a site, but there's a greater possibility that you would have to build according to the zoning bylaws 
 
(2) The market is competitive 
· There is` no restrictions on who can come in and buy or sell the property 
· No restrictions on foreigners who can come in and buy the property 
· Same way that us Canadians can go to the US and buy property down there if we chose to 
· Therefore it is a FREE MARKET 
 
(3) Fair Sale 
· No forces affecting the sale of the property 
· No government restrictions on people who want to buy 
· No restrictions on financing if you meet the conditions of the lending company you are dealing with 
 
(4) Buy and Seller are knowledgeable
· In todays market more than enough people are knowledgeable because they have websites, lending companies have specialized knowledge in the market. 
· Biggest advantage is when condominiums or strata's are put on the market, all individual's are able to go onto the website and gather data 
· You can do a title search at a local r/e office and find the selling price 
 
(5) No undue stimulus 
 
(6) Reasonable time
· Most properties should sell within sixty to ninety days 
· That the typical time exposure 
· If property sold too quickly, the property could have been undervalued - brokers could have taken advantage of homeowners 

0. Three essential characteristics are necessary to gain professional recognition. List them and discuss why they are so important 
 
(1) Integrity: Absolute honesty and conduct. 
. There is prescribed duty to both the profession and the public not to misrepresent his/her ability by accepting an assignment for which he/she is not qualified. 
. Member must comply with the organizations code of ethics and rules of professional conduct 
 
(2) Competence: 
. Possessing thorough theoretical and practical training along with sufficient work experience 
. Must be a recognized set of standards enforced as a condition of membership
 
(3) Quality Work: 
. The professionals work must be thorough, painstakingly meticulous, impartial, and based upon sound judgment
. All work must be carefully prepared, thoroughly checked, and reports expertly written 
 
0. In a short paragraph, describe the three types or classifications of appraisers 
 
The three type of appraisers are: 
 
0. Fee appraisers 
0. Institutional appraisers 
0. Government appraisers 
 
(1) Fee appraisers 
. Completes specific assignments for clients on a fee-for-fee service basis. This appraiser may own and operate an independent office, in a private practice, or be part of a larger national company, which may employ various professionals 
 
(2) Institutional appraisers 
. Institutional appraisers only have one client and are employed by that organization, usually on a fixed salary. Life insurance companies, mortgage companies, trust companies, banks, utility companies, real estate developers, and manufacturing firms are typical employers. 
 
(3) Government appraisers 
. (Federal, provincial, and municipal) are the third category of employment for appraisers. 
. All levels of government require a variety of real estate services and often hire a continent of full-time appraisers 
 
0. Discuss whether the appraiser's obligations to the five stakeholder groups can be in conflict, and how the appraiser can manage them 
 
· Yes they can be in conflict of each other 
· National and international appraisal organizations have started to build strong relations with each other which will benefit all of the practitioners 
 
Appraiser obligations: 
1. Clients 
1. Third Parties 
1. Society 
1. Appraisal profession 
1. Peers 
 
 
1. Compare and contrast three categories of value. Which one do you think is most important in real estate and why?  
 
Value = What does it mean to buy something of value? What we are buying. Very subjective, one person might perceive a sunset with ocean view to be of more "value" than another individual 
 
Subjective Value = 
 
. Exists in our minds 
. Is created by us 
. Everyone has different perceptions 
. Based on our desires 
 
Objective value = The cost to create the item. The hard cost, where you can find the cost of the land, building, and add it all up together 
 
I think that subjective value is the most important, because it changes the price of a property depending on what the buyer perceives about the property. If they are interested in sunsets, green grass etc. The property prices will go up. 
 
1. Describe four characteristics that a commodity must possess to have "value" and discuss how each of these characteristics contributes to creating value. Provide your own example of each of these characteristics. 
 
Include: 
 
0. Being bought 
0. Being sold 
0. Intangible 
0. We cannot see or touch 
 
For example an easement or a lease
 
Another example is the transfer of air rights, such as the church in downtown Vancouver that sold its unused air rights to the owner of an adjacent property
 
0. Define market value and discuss what is meant by the five basic criteria 
 
Market Value: 
 
· Most common value found by appraisers 
· It is the basis for trading and for financing 
 
Trading = would be for buyers and sellers to order appraisers if they are buying a property 
 
Financing = borrowing money through a bank, credit union, or trust company 
 
Market Value = 
 
(1) Most probable price 
· It's always possible to build something on a site, but there's a greater possibility that you would have to build according to the zoning bylaws 
 
(2) The market is competitive 
· There is no restrictions on who can come in and buy or sell the property 
· No restrictions on foreigners who can come in and buy the property 
· Same way that us Canadians can go to the US and buy property down there if we chose to 
· Therefore it is a FREE MARKET 
 
(3) Fair Sale 
· No forces affecting the sale of the property 
· No government restrictions on people who want to buy 
· No restrictions on financing if you meet the conditions of the lending company you are dealing with 
 
(4) Buy and Seller are knowledgeable
· In todays market more than enough people are knowledgeable because they have websites, lending companies have specialized knowledge in the market. 
· Biggest advantage is when condominiums or strata's are put on the market, all individual's are able to go onto the website and gather data 
· You can do a title search at a local r/e office and find the selling price 
 
(5) No undue stimulus 
 
(6) Reasonable time
· Most properties should sell within sixty to ninety days 
· That the typical time exposure 
· If property sold too quickly, the property could have been undervalued - brokers could have taken advantage of homeowners 
 
 
1. Discuss the differences between value, price, and cost. In your answer, ensure you explain how price and cost are (or are not) linked to value 
 
Cost = Dollar amount to create an item including a profit. So it is the cost of the materials, financing costs, costs of the permits 
 
Price = Actual money you will pay to acquire an item. Price is normally set between the vendor and the purchaser. As an appraiser you come up with an estimate of value. The final price is determined between the two parties 
 
. Price and cost are linked in that the seller can determine how much a consumer can spend. The value is based off of the price of the product or service and the perceived value of the cost associated with it.
 
Value = What does it mean to buy something of value? What we are buying. Very subjective, one person might perceive a sunset with ocean view to be of more "value" than another individual 
 
Subjective Value = 
 
. Exists in our minds 
. Is created by us 
. Everyone has different perceptions 
. Based on our desires 
 
Objective value = The cost to create the item. The hard cost, where you can find the cost of the land, building, and add it all up together 
 
 
1. In your own words, define each of the following terms and give an example of each: 
 
A) Value to the owner 
 
. Floor and ceiling prices are referred to as "Value to the owner". Where "owner is used to also include a prospective owner 
. Is a subjective measure of value. Reflects the particular characteristics of a person. It is extremely difficult for a third party to determine the subjective value another person gives to a property 
 
B) Lending value 
 
. The value established to support the mortgage financing of a property. Often the lending value is expressed as a percentage of market value, and establishes the upper limit of funds that a mortgage would be prepared to lend
 
1. Explain the differences between investment value and market value 
 
 
Investment value: An entity-specific basis of value. Is often used for measuring investment performance. 
 
Differences between the investment value of an asset and its market value often provide motivation for buyers or sellers to enter or exit the market place.
 
0. Explain the four major forces that affect real property values and briefly describe two examples of how each of the four forces has influences value in your area: i.e., describe eight different examples in total 
 
 
Geographic and Environmental: 
· Near my living location, Agriculture, commerce, industry, habitation, and recreation are all prevalent 
 
Government and Legal: 
· Government dictates how the land is used at the white rock city office which is right beside the public library 
 
 
Economic: 
· Huge malls are opening up in the surrounding area which increases the income in those areas...
 
Social: 
· Land by the water is not able to be developed because the city believes that the land should remain private for parking at the beach 
 
1. Define the principle of substitution and explain how it helps establish property values 
 
. The principle of substitution states that the upper limit of value tends to be set by the cost of acquiring an equally desirable substitute, assuming no untimely delays. A prudent investor would pay no more for an income-producing property than it would cost to build or purchase a similar property.
 
 
 
 
 
Introduction to Sales History: 
 
CUSPAP -  6.2 In the report, the appraiser must... (CUS) = Canadian Uniform Standards
 
6.2.23 Analyze any agreement for Sale, option, or listing the property 
 
6.2.24 Analyze any prior sales of the property 
 
· Analyze any current sales 
· Any current options 
· Any listings of the property 
· Any sales within the last three years 
 
CUSPAP Appraisal Standard, Comments: 
 
Must analyze and report all agreements for sale, options to purchase, and listings: 
· If within one year prior to the date of valuation 
· Including any pending/current contract of purchase and sale or lease 
· If such information is available to the appraiser in the normal course of business
 
Prior Sales must be analyzed and reported: 
· If within three years prior to the effective date of appraisal. This is if the information is available
 
Why do we care about Sales/Listings/Offers? 
 
· Can be the best predictor of pricing the property 
· Helps form time adjustments 
· Aids the valuation analysis 
· Mortgage fraud (involves prices that are contrary to what the sales history has been about) 
 
There was a court case involving the sales history of a property: 
(Montreal vs. Sun Life Assurance Co.) 
 
The judge said there was five ways to reach a value of a property: 
 
1. A recent free sale of the property itself where the conditions of the property nor the market have changed 
 
1. Sales of identical properties in the same neighbourhood and market 
 
1. Recent sales of comparable properties 
 
1. How much revenue the property can make 
 
1. The depreciated replacement cost 
 
Best Practices: 
 
· Report only information that is available to you 
· Report any information that is available to you 
· Contact the parties that made the previous sale/purchase and try and understand how they looked at the property 
 
Professional Practice Complaint: 
 
· Might form information about a property because they didn't make something clear in the analyses 
· High end home in Vancouver - listed for a year but didn't sell. The listing was terminated. Looked if he could find a sale, however couldn't. Then listed the property way below what the appraiser had assessed the property previously 
 
Lawsuit: 
· Appraiser values house for mortgage financing purposes. Didn't disclose previous sale history which was just beyond the one and three year mark and the appraiser was marked as incompetent by the judge 
 
If you are asked to consider the market rent of a property, check out leasing history or other properties that have similar rents 
 
 
Summary: 
 
· Report all known current and historical sales, listings, offers to purchase 
· If market rent is relevant, also disclose leasing history 
· Beware of current sales agreements that have not been closed 
· Analyze, don't simply report what you see 

Civic Land Development: 
 
Official Community Plan (OCP) 
 
· Set up by the city to show how cities are going to be developed over the next 10 - 30 years 
· Need to know what infrastructure, how it is going to be planned, how development will take place
 
OCP has a public policy for: 
 
· Land uses - How to use their land or how to re-use their land 
· What type of housing they want. (Single-family, Multi-family, low rise, high rise, low density, shopping centers, mixed use buildings…)
· Where they are going to plan their parks - Is it going to be a walking park, Park with a playground etc.
· What transportation they want to implement. (bus routes, existing highways have to be widened) 
· How to plan the utilities ( sewage and water services, road systems, side walks, utility lines, power lines) - means trenching everything out to get these services in place
· Community plan will be amended or changed every 5 or 10 years.
 
What must be amended in the OCP - Official Community Plan.
· Change from industrial to high rise buildings right now.
· With more accessible transportation methods, you are getting more higher density developments, and new commercial developments
· Every time you come into a new highway system, you are going to find new retail locations opening up as well as new housing developments
· With immigration more and more people want to live in a major city which puts more pressure on the city to plan accordingly 
· Single family residential is going to multi-family - developing low rise residential on major streets 
· Check newspapers to see what developments are going on. Industrial and commercial areas are shifting to multi-family and mixed use 
· Industrial is moving to the farm lands
· Track your community changes 
 
Zoning: 
 
1. Designates permitted uses 
1. Zoning will dictate what will happen with single family - mixed use - industrial 
1. Zoning will control the use of the land - will come back to the highest and best use because the higher and better the use of the property, the higher the property value will be
1. Zoning will control the lot coverage of the property - How much of the lot you can use
1. RM1 - residential multiple family - need to look into city for details 
1. Might allow balconies or no balconies 
1. Must abide by the building codes 
1. Purpose of zoning is also for coordinating transportation, rapid transit systems, taxis and buses, where you will put in utilities, recreation facilities, how much public space they want, must donate so much of the development space to the city for parks… 
1. Special use building - government buildings, wetlands, etc. 
 
Ex. Waterfront Industrial to Multi-Family: 
 
· Industrial Site Ready for Multi-Family Use: 
· 12 acres of industrial land which is going to multiple family use
· Will develop over the next 10 years 
· Be careful where you buy near a river front 

Before beginning construction, you must ensure that the land is properly prepared for the foundations 
 
This could include: 
 
Clearing the site for: 
1. Preparation - getting rid of any stones, rocks…
1. Clearing - demolishing the old improvements, removing the old foundation from the house 
1. Grading - If there is any rough terrain on the property, it might have to be smoothed out
1. Pre-loading - If the site is going to be build with a higher density housing, might have to be pre-loaded with sand - can anywhere from 6ft to 20 ft. high depending on the development - Sits there for 1 to 2 month, then construction can start.
1. Demolition 
 
Public services to the site: 
· Services that the city will supply to you 
· Afterward it is your responsibility to pay for the services 
 
· Make sure the road way is proper, may require paving, put new services in the roadway itself 
· Make sure that the Water and Sewer are ok
· Older residential property might have has a smaller water and sewer line, therefore, need to make sure that larger lines are in place
 
The city has standards that need to be met: 
 
Work is usually done by the city itself or if you want to do it yourself, the city will give you guidelines on what needs to be done, and will have to spend the money to bring it up to those standards 
 
· It is up to the homeowners to bring the services from the property line to the house itself. These costs are paid by the homeowner or the developer builder 
 
· Also on site you may find some easements for city sewer lines, which means you cannot encroach on these areas 
· Usually when you build a property there will be side yard setbacks, rear yard setbacks…
· Usually these set backs will be rear yard setbacks so that they do not interfere with the building of the home
· Make sure you have all the information that you can gather before you begin writing your appraisal


 
