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As an appraiser, you must report seller concessions in
an appraisal report as part of the analysis of the sales
contract required by Standards Rule 1-5 of USPAP.

Sales concessions must also be reported for your comparable
sales, and subtracted from the sales price in the Sales
Comparison Approach, if they inflated the sales price. Sales
concessions may include special financing, gifts, personal
property included with the sale, closing costs paid by the
seller, or other financial incentives. Whenever the sales price
exceeds the list price, you should check to see if there were
seller concessions.

Appraisers are familiar with the definition of market value: the
most probable price which a property will bring in a
competitive and open market, where the buyer and seller are
typically motivated and are well-informed, where a
reasonable time is allowed for exposure to the open market,
where payment is made in terms of cash, and where the sales
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.

There has been an increase in this state of sales that are
using down payment assistance programs. In this program,
the seller gives a “gift” to a charity (which is usually an entity
set up solely to funnel these gifts), which in turns gives the
“gift” to the buyer. The buyer then uses the “gift” to make a
down payment on the property. The amount of the “gift” is
usually added to the sales price. In essence, the buyer is not
putting any money down on the transaction. The lender
believes that with the down payment, there is an 80% - 95%
loan to value ratio.

In your appraisal practice, you must verify the comparable
sales information you have received, and you must analyze
such information. This includes analyzing any sales
concessions that were made. If you find that these
concessions are outside of what is normal for this market
area, you must then must subtract those seller concessions
from the sales price or make appropriate adjustments to
reflect the concessions in your Sales Comparison Approach. 

DOWN PAYMENTS ASSISTANCE
and Gifts Are Seller Concessions!

by Roberta Ouellette and the North Carolina Appraisal Board
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By now, most appraisers are familiar with the harm that can
be done to consumers due to mortgage fraud. Newspapers
are full of articles regarding this growing problem, and
appraisers are starting to be sentenced to federal prison for
participating in these schemes.

There are several ways an appraiser can ascertain whether
he is in the middle of a mortgage fraud transaction. It should
be noted that an appraiser may still be able to do the
appraisal for the transaction, but must scrupulously follow
USPAP to make sure he does not contribute to the scheme.

Here are some red flags to look for:

•  The sales price on the contract is higher than the listing
price for the property. Unless there is evidence of a
bidding war, an increased sales price is usually a way
for a buyer to try to get 90% or even 100% financing
based on an inflated appraisal. A higher sales price
than list price is used in what is know as a “layered

transaction”: a transaction where layers are added to
the sales price to cover other items of value, such as
down payments, loan fees, increased commissions for
the mortgage broker or cash to the buyer before or after
closing.  

•  After you complete your appraisal, you are told that the
sales prices has increased and are asked to change the
appraisal to reflect this new contract. Be extremely
cautious if you are asked to do this. This is a new
appraisal assignment, and obviously you have to
change the effective date of the appraisal to the date of
the new contract. If you accept this assignment, you
must mention the prior sales contract in the report. 

•  The sales contract contains excessive costs to be paid by
the seller. This is often combined with a sales price that
is higher than the list price. Buyers still get the property
for the actual sales price, but with better financing.  

by Roberta Ouellette and the North Carolina Appraisal Board

MORTGAGE FRAUD - How to Spot It
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INTRODUCTION
Valuing “special Use” and “limited market” properties can
present a number of challenges for the appraiser, especially
in litigation valuation.  The courts have generally rejected the
cost approach as a credible method of valuation.  However,
as in most situations, there are exceptions in the valuation of
highly specialized properties where there are no sales of
similar properties.  

Special-purpose properties, referred to as specialties in some
jurisdictions and as limited market properties in some
jurisdictions and as limited market properties in some
appraisal literature have caused the courts to avoid adopting
market value as the exclusive test of just compensation.
Determining whether a property is a special-purpose
property is important to its appraisal.1

In my opinion, problems in the appraisal of properties truly
special in nature can generally be isolated in three general
areas of the valuation process as set forth immediately
below.  

1. Ambiguity in the definitions
2. Highest and Best Use Analysis
3. The continued emphasis on the so called 

three-approach concept

DEFINITIONS
The distinguishing features between the two classifications
contained in the Dictionary of Real Estate Appraisal, fourth
edition, published by the Appraisal Institute, set forth as
follows.  

• Limited-market properties that have rela¬tively few
potential buyers at a particular time. Examples may
include branch bank facilities, large manufacturing
plants, and commercial greenhouse facilities.

• Special-purpose properties where the prop¬erty can be
used only as originally intended. Examples may include
educational facilities, hospitals, and steel mills.

It is interesting to note that special purpose properties are,
by definition, limited-market properties, but that limited-
market properties may or may not constitute special-purpose
properties.  If the property can be used for only its originally

intended use, then it is a special-purpose property.  
Because special-purpose properties are appropriate for only
one use or for a very limited number of uses, appraisers
may encounter practical problems in specifying highest and
best use.2

If a single use were the primary factor in qualifying as a
special-purpose property a single-family dwelling in a highly
zoned residential neighborhood would certainly qualify as
being special purpose.  Most zoning classifications for
commercial and industrial property permit a number of
different uses in their respective zoning classification.  This is
usually not so in highly zoned residential neighborhoods.
Also, the single-family residence could also be referred to as
a limited-market property if the area in which it is located
has a large oversupply of similar properties.  As a matter-of-
fact, every building constructed is built for a special use.
There must be additional factors than use to qualify a
property as being truly special in nature.

What we really mean when we talk about special property is
a property with very few types of uses, and a very limited
demand.  This, in contrast to the one family home, which has
a very strong demand.” 

The second edition, Real Estate Valuation in Litigation
classifies special-purpose property as follows:

“A special-purpose property is [a] clubhouse, a church
property, a public museum, a public school, and so on.  It
also includes other buildings having value, such as hospitals,
theaters, breweries, etc., which cannot be converted to other
uses without large capital investment. The identifying features
of a special-purpose property: 

1. The property has physical design features peculiar to a
specific use

2. The property has no apparent market other than to an
owner-user.

3. The property has no feasible economic use.”

The following definition has more logic in general appraisal
as it does in the appraisal of special-purpose property.  The
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APPRAISAL OF

Special-Purpose Property for Condemnation Purposes
— by George K. Cox, MAI, SRA  —
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College of Fellows of the American Society of Appraisers, on
Definitions, Concepts and Principles of Appraisal Practice:

•   In making the kind of appraisal called a Valuation, the
subject property should first be classified as Investment
Property, Marketable Noninvestment Property, or
Service Property.  Only the Investment Analysis Method
can value an Investment Property, only the Sales
Analysis Method can value a Marketable
Noninvestment Property, and a Service Property (if it
can be valued at all) can be valued only by the Cost
Summation Method. 

•   The so-called “three approaches to value” doctrine,
which requires that all three methods be applied to any
one property, regardless of its characteristics, and then
that the three results be “correlated” to reach a final
conclusion as to value, is economically unsound, and
produces unreliable results.

What this definition correctly implies is that an investment
property, such as an apartment complex, be valued based
on analysis of income; the single family residence by
comparison to sales of like property; and service properties
(special-purpose) such as museums, etc., valued via the cost
summation method. 

HIGHEST AND BEST USE
There is no area of greater significance in the appraisal
process than proper selection of highest and best use.  It
goes without saying that if the highest and best use is in
error, the valuation process becomes irrelevant.     

The generally accepted definition of Highest and Best Use is
contained in the Appraisal of Real Estate, 12th Edition,
published by the Appraisal Institute:

“That reasonably probable and legal use of vacant
land or an improved property, which is physically possible,
appropriately supported, financially feasible, and that results
in the highest value.  The four criteria the highest and best
use must meet are legal permissibility, physical possibility,
financial feasibility, and maximum profitability.”

In C.C.C. & St. L. v. Backus (154, U.S. 439, 38L.Ed.
1041, 14S.Ct. 1122 (1893), the U.S. Supreme Court said:  
“The value of the property results from the use to which it is
put and varies with the profitableness of that use, the present
and prospective, actual and anticipated.  There is no
pecuniary value aside from that which results from such use -

the amount and profitable character of such use determines
the value.”

There is no question that the most important criteria involved
in the development of a credible opinion of market value is
the ability to develop the proper Highest and Best Use of the
subject property.  The primary reasons are as follows:

•   HBU determines the property classification 
•   HBU develops the typical buyer profile within the three

property classifications.
•   HBU establishes the boundaries of the competitive

market area.

The appraiser of unusual property type must first ascertain if
the facility to be appraised is in fact a property that is
special-use in character.  In order to accomplish this task the
following initial steps are required.  

After ascertaining the intended use of the property and the
rights to be valued, the next logical step is to conduct a
detailed observation and analysis of the property.   This is
normally accomplished by a personal on site inspection of
the property for the purposes of conducting the appraisal.
Under certain circumstances, validation of the property
details may have to be obtained from other sources.
However, it is imperative for the appraiser to have
knowledge of the condition and other significant features of
the subject as it existed on the effective date of the value
opinion.  

Henry A, Babcock, PhD advised in his writings that
appraisers must identify and classify property.  These
classifications were 1) investment property; 2) marketable
Noninvestment Property, and; 3) Service Property.  A short
definition of each is explained below:

1.   Investment Property – This classification includes
properties such as office buildings, apartment
complexes, motels, etc where the primary motivation
to purchase is based on the property’s ability to
produce income and the buyer profile is an owner-
investor.

2.   Marketable Noninvestment Property – This
classification includes property such as single-family
dwellings or those properties where the primary
motivation is for amenities and the buyer profile is an
owner-user..

Appraisal…cont.

cont. next page 
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3.   Service Property – This classification is of those
properties such as courthouses, museums, etc., and
buyer profile cannot be established because of the
absence of sales and/or rental data.

The sequence of the preceding analysis does not conform to
the conventional appraisal process as graphically displayed
on Page 51, 12th edition, The Appraisal of Real Estate,
published by the Appraisal Institute.  In the conventional
process the analysis of highest and best use follows the
Scope of Work,” and the “Data Collection and Property
Description” sections, which includes collection of sales, cost
and depreciation analysis, comparable income and expenses
data, capitalization rates etc.  For example, how does one
proceed with the collection of comparable data without
knowledge of the following factors with respect to the subject
property?

•   Buyer profile (owner/investor or owner/user)
•   Define the competitive market (Area In which the

subject property must compete) 
•   Collecting and analysis of comparable data prior to the

classification and development of the likely buyer, and
probable use development of the highest and best use
obtain information on the following factors without first
having knowledge of the market participants:

•   Defining of the competitive market area, 
•   The collection verification of comparable data

(sales, rentals, etc)
•   The appropriate valuation method to support the

value conclusion.

THE APPRAISAL PROCESS
In my opinion there has, and continues to be, too much
emphasis placed on the straightjacket approach requiring
the appraiser to employ the so-called three approach
concept in the appraisal process.  The appraisal fraternity, in
spite of evidence to the contrary, has ignored the fact that
these so-called approaches are based on comparison and to
include all three in a single assignment, is not only irrelevant
but in some assignments could end in a misleading result.
Rarely does the appraiser find sufficient data to properly
develop a value opinion by one approach, let alone three.  
If the buyer profile is an owner-investor whose primary
motivation to purchase is based on the ability of a property
to produce income, it seems logical that the appropriate
method is the income capitalization.  Likewise, if the buyer
profile is that of an owner-user, logic dictates that the

appropriate method of valuation is the sales comparison
analysis.  In the event that no buyer profile can be
established based on the fact that there is no market for a
property the logical choice of valuation, if there is one, is the
cost or summation method. 

If the appraiser finds sufficient sales or rental similar to the
subject sufficient to establish a market, the subject property
should not be classified as special-use.  In the event there is
no market the appraiser may chose to develop a value
opinion by use the cost method.  However, according to the
following that if there is no established market for the
property the appraiser is at liberty to use practically any
method to value the property.  I would suggest that if this
situation should present itself seeking advice from competent
legal counsel is advisable. 
The Uniform Eminent Domain Code provides that “…the fair
market value of property for which there is no relevant
market is its value as determined by any method of valuation
that is just and equitable.” 

The United States of Federal Claims has said that “the fair
market value of a property, in absence of an actual market,
is the estimated or imputed fair market value based on
sufficient evidence which justifies a conclusion as to the fair
market value which would be established when an informed
seller disposes of his property to an equally informed buyer.” 

CONCLUSIONS
For a property to qualify as a special-use, the following
factors, as a minimum must exist.

1.   The property involved is unique.
2.   Or, it is a specialty.
3.   Or, there is competent proof of an absence of market

data.

The most convincing evidence that a property is in fact, a
special-use property is the absence of sales of similar
property.  Lack of sales data and the classification of a
property as a specialty:

. . .may afford a basis for the application of more liberal
rules of evidence or a different measure of  value. 

Again, in areas of highly subjective issues I would suggest
that appraisers seek the advice of competent legal counsel.
This could not only save the appraiser from embarrassment
but of greater importance, a possible exclusion of the
appraisers testimony.

Appraisal…cont.
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One of the practical rules of appraisal is to “Do what you
say you are going to do” in the completion of the

assignment and then “Say what you did” in the appraisal
report. This rule applies in all instances but has special
applicability in the inspection of real estate. Many appraisers
are just not aware when they sign a certification attesting to
their inspection of the interior and exterior of the subject
property and the exterior of the comparables that they must
have personally inspected the interior and the exterior of the
subject property and the exterior of the comparables. 

It is unethical to sign a certification falsely attesting to
inspection of the interior and exterior of the subject property
and the exterior of the comparables without having done just
that. It is unacceptable to sign any certification in which you
are attesting to actions which you undertook in the
completion of the assignment when you did not actually
undertake those actions.

By signing a FannieMae certification appraisers make
specific certifications with regard to the degree of inspection
of the subject and the comparables. These certifications are
made by the individual signing the certification. In Oregon,
that person cannot be a registered appraiser assistant. As a
result, it is misleading and unethical for an appraiser to sign
a certification stating they inspected the interior and the
exterior of the subject and the exterior of the comparables
when indeed only the appraiser assistant inspected the
interior and the exterior of the subject and the exterior of the
comparables.

Depending on the intended use of the appraisal and the
scope of work, it can be permissible for appraisers to not
inspect all or part of the subject and the comparables. Many
appraisers address this issue by physically altering the
FannieMae certification to reflect the actual degree of their
inspection of the real estate. This is appropriate under
Uniform Standards of Professional Appraisal Practice for
non-FannieMae assignments. The practical problem for
appraisers who complete FannieMae type assignments is that
FannieMae does not allow any changes to their certifications
and limiting conditions. 

Some appraisers unsuccessfully attempt to address the issue
by adding a statement in FannieMae type assignments that,
although they signed a certification attesting to their
inspection of the subject and comparables, they really did
not perform the inspections which are attested to in the
certification. They add the statement because FannieMae
does not allow physical alterations to the original
certifications and limiting conditions. Adding a statement in
the appraisal report, about the appraiser’s lack of inspection,
that is contrary to the original signed certification and
limiting conditions is not acceptable to FannieMae.
FannieMae representatives have told the Board staff they
view such a statement by the appraiser as a limiting
condition. FannieMae does not permit appraisers to add
limiting conditions to appraisal assignments completed for its
use.

Remember, FannieMae is a government sponsored enterprise
(GSE). The Supplemental Standards Rule of USPAP provides
that “Supplemental standards applicable to assignments
prepared for specific purposes or property types may be
issued (i.e. published) by government agencies, government
sponsored enterprises or other entities that establish public
policy.” As a result, FannieMae’s position with respect to
inspections, certifications and limiting conditions becomes the
basis of certain Supplemental Standards which apply in an
assignment completed for FannieMae or in accordance with
FannieMae guidelines. For your reference, the link below is
to FannieMae’s Property and Appraisal Guidelines:

http://www.allregs.com/efnma/index.asp?dv=0&id=a&ii=0
&im=0&io=fnma&ip=/&iq=0&iv=0&iw=0&iy=0&iz=0&fc=0
&fk=_&fm=0&fs=0&fv=0&sd=/&sm=1&sp=fnma&sq=_&st=_
&sv=0&sx=/&sy=0&sz=0&t=0&tc=fnma/selling/part-
xi&td=0&ti=0&tm=0&to=fnma&tw=0&tv=0&tq=0&tx=/&tp=f
nma/selling/part-xi

The short story here is if the appraisal assignment is to be
used by FannieMae or is intended to be completed
according to FannieMae guidelines, you must be fully aware
of every element of the certification and limiting conditions
that you are attesting to. Don’t attest to something you have
not done. Never forget the basic appraisal practice maxim
to “Say what you do” and “Do what you say”.

INSPECTION of Real Estate
Do What You Say and Say What You Do

By Charles Fisher, SRA
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This article first appeared in the
summer 2003 edition of The Oregon
Appraiser and is reprinted here, with
edits, because sales concessions
continues to be an extremely
misunderstood topic in the appraiser
and Realtor communities. It is
imperative for appraisers to
understand how to properly treat
sales concessions in their analysis.
The failure to accurately report,
analyze, and adjust for sales
concessions causes non-compliance
issues with USPAP.

Many appraisers have the mistaken
belief that adjustments to comparable
sales for seller paid concessions are
not required if such concessions are
typical in a market segment or area.
Examples of seller paid concessions
include (but are not limited to): buyer’s
loan origination fees, escrow fees,
inspections fees, payment of
condominium/PUD fees, refunds (or
credit for) the buyers expenses,
absorption of monthly payments, and
the inclusion of nonrealty items. 

The need to make negative
adjustments to comparable sales and

the amount of those adjustments to
account for sales concessions are not
based on how typical the concessions
might be for a particular segment of
the market area – sales concessions
can be relatively typical in a particular
segment of the market and still result in
sales prices that reflect more than the
market value of the real property.

Adjustments based on mechanical
dollar-for-dollar deductions, that are
equal to the cost of the concessions,
are not necessarily appropriate. The
effect of the seller concessions on sales
prices can vary with the amount of the
concessions and differences in various
markets. The adjustments must reflect
the difference between what the
comparables actually sold for with the
sales concessions and what they would
have sold for without the concessions
so that the dollar amount of the
adjustments will approximate the
market’s reaction to the concessions.

Here is a classic example involving the
analysis of a comparable sale. Assume
that an appraiser, who is developing
an opinion of market value, finds a
comparable sale that had a typically

motivated and knowledgeable seller
who had listed their house in the MLS
for $225,000. The property was
exposed to the market for a
reasonable period of time (typical for
the market segment) and experienced
no significant changes during the
listing period. The property is then sold
and closed for $235,000 with the
seller contributing $10,000 towards
that buyers loan fees and closing costs
(sales concessions). In this example, it
is reasonable to assume that the seller
would have accepted a full price cash
offer (or terms equivalent to cash) for
$225,000 at any point during the
listing period. The fact that the seller
accepted an offer of $235,000 that
required him/her to pay  $10,000 of
sales concessions still results in a true
sales price of $225,000.  The value of
the real property is $225,000 and the
value of the sales concessions
(nonrealty items) is $10,000. The sum
of the two does not equal the market
value of the real property. It doesn’t
matter whether every sale in the
market area sold with similar sales
concessions or not.

Perhaps a more extreme example will
help to illustrate the fallacy of not
making adjustments to comps for sales
concessions. Modifying the above
example, suppose the property is listed
for $225,000 and the seller accepts
an offer for $240,000 but they must
leave a new $15,000 boat in the
garage for the buyer at the close of
escrow. The market value of the real
property is still $225,000 but the
value of the sales concessions (the
boat) is $15,000. The fact that the
seller and buyer both agreed to these
terms as an incentive for the purchaser
to buy does not cause the market value

Sales
Concessions

By Bob Keith, Administrator

Oregon Appraiser Certification and Licensure Board

cont. next page 
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Sales Concessions…cont. Mortgage Fraud…cont.

of the real property to be $240,000. The $240,000 amount
represents the “transaction value”, but the definition of that
“value” is different from the definition of market value since
it includes both realty and non-realty items. This does not
change if it is “typical in the market” for sellers to park a
$15,000 boat in the garage at close of escrow.

The above example also serves as an excellent reminder of
the importance of verifying comparable sales data with a
reliable source. In some cases, real estate brokers balk at
disclosing the terms of sale or sales concessions. If so, there
are other sources that could provide that information, such
as the buyer and seller involved in the transaction; their
names can be obtained from the recorded deed. 

If a comparable property sold for an amount greater than
it’s listing price the appraiser must provide an explanation in
the appraisal report. Assuming that the broker(s), seller,
and/or buyer are not helpful in providing an adequate
explanation, the appraiser should strongly consider
excluding that comp from the analysis. If the comp must be
used in the analysis, the appraiser may elect to use an
extraordinary assumption stating that the difference between
the list price and sale price is assumed to represent sales
concessions, upgrades in the property, or whatever.
Naturally, appropriate disclosures of the extraordinary
assumption and resulting adjustments to the comp must be
made in the appraisal report. 

Keep in mind that the use of an extraordinary assumption
regarding sales concessions may be a source of concern for
underwriters or other intended users of an appraisal report.
As a result, clear communication should occur with the client
before the use of an extraordinary assumption in this
situation.

The failure to accurately report, analyze, and adjust for
sales concessions causes non-compliance issues with USPAP.

In today’s hot real estate market, occasionally the sales price
exceeds the listing price not because of seller concessions
but due to a bidding war for the property resulting in high
demand and low supply. In such cases, the appraiser should
exercise extra diligence in the market analysis section of the
appraisal report by reporting relevant market statistics and
trends to document current market conditions.

•  The sales contract or other documents indicate gifts to be
paid by others as part of the purchase agreement. Many
times these “gifts” are never actually made, but are done
to qualify someone for a lower interest loan. Often this is
done with an inflated sales price for the property, and
an increased loan amount. See the article elsewhere in
this edition of the Appraiserreport regarding down
payment assistance.

•  The seller or buyer tells you to state that the property is
owner-occupied on the appraisal report when it appears
to be occupied by a tenant or is vacant. The seller may
tell you that he plans to move into it or is getting new
furniture. Sometimes the seller will “stage” the house to
make it looked lived in. 

•  Your are told that the property will be repaired or
construction will be complete by the time the sale occurs,
so you should appraise the property as if it were
complete, but check the “as is” box on the report. You
must indicate the actual condition of the property on the
effective date of the appraisal unless you are specifically
told to perform the appraisal subject to completion.  In a
“subject to” appraisal, you should list the items to be
completed or repaired.

•  The sales agreement includes personal property “at no
additional cost”. This may include a car or a boat or
other types of incentives to purchase the property. For
example, the seller includes a boat valued at $10,000
with the property. This personal property may be a sales
concession, which reduces the actual value paid for the
subject.

So how do you protect yourself from getting involved in
mortgage fraud? First of all, insist on receiving a signed copy
of the sales contract. Secondly, disclose all known
information regarding the sales contract in the appraisal
report, even if it means attaching a lengthy addendum. Take
sufficient photographs to document the condition of the
property on the effective date of the appraisal. Even if you
do not attach them to the appraisal report, you will have
them in your work file if a question arises in the future about
your report. If the owner says that he lives in the subject
dwelling and you have questions about it, make sure you
know the facts before you indicate the occupancy status on
your appraisal report. If you cannot verify the information,
explain the situation in the appraisal report. 

Finally, don’t allow pressure from a buyer, seller or client to
influence your appraisal. After all, you are the one who
could lose your appraisal license for participating in
mortgage fraud!
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January 2007 through May 2007 Disciplinary Action Report

Respondent: William Chandler, Memphis

Violation: Violated USPAP Standard Rule 2-3 by failing to identify significant appraisal assistance which also
violates Rule 1255-5-.01 and Tenn. Code Ann. 62-39-326 (5) and 62-39-329.

Action: Respondent agreed to pay a civil penalty of $3,000 immediately upon executing this consent order
and take a fifteen (15) hour USPAP course within three (3) months of this consent order which will not
count towards continuing education credit.

Respondent: Theodore Ensley, Jr. and Pamela Davis, Nashville

Violation: Violated USPAP Standard Rule 1.4 (a), (b) and (c); 1-5 (a) and the Competency Rule by not
competently performing the cost approach and the income approach and not adequately considering
relevant data for the sales comparison approach.

Action: Respondents each agreed to take a fifteen (15) hour 2-4 Unit Case Study course with exam within
three (3) months of execution of this consent order which will count towards continuing education
credit.

Respondent: David Landes, Knoxville

Violation: Violated Uniform Standards of Professional Appraisal Practice: the Competency Rule; Ethics Rule –
Conduct Section; Standard Rule 1-6; and Tenn. Code Ann. 62-39-302 by appraising a property
over the allowable limit for a licensed real estate appraiser and failing to discuss why the cost
approach value was significantly less than the sales comparison approach value and the final value
estimate.

Action: Respondent agreed to pay a civil penalty of $2,500 immediately upon executing this consent order
and take a fifteen (15) hour USPAP course from a different provider than the one previously use.
This course will not count towards continuing education credit.  The Respondent also agreed to take a
thirty (30) hour basic appraisal procedures course with successful completion of the exam.  This
course will count towards continuing education credit.  The above specified courses to be completed
within three (3) months of executing the consent order.

Respondent: Thomas Ethridge, Old Hickory

Violation: Violated USPAP Standard Rule 1.4 (a) and Rule 1.1 (c) by failing to make appropriate adjustments to
the comparable properties and made a series of errors of omission or commission that significantly
affected the appraisal report.

Action: Respondent agrees to pay a civil penalty of $4,000 immediately upon executing this consent order.
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Respondent: Billy S. Phillips, Chattanooga

Violation: Violated USPAP Rules 1-4(a) and 2-2(b) by not adequately reconciling the cost approach and the sales

comparison approach and violated Rule 1255-1-.13 of the Rules of the Tennessee Real Estate Appraiser

Commission by failing to properly supervise his trainee.

Action: Respondent agreed to pay a civil penalty of $500; take a fifteen (15) hour Cost Approach course with an

exam; and take a seven (7) hour Supporting Adjustments course.  These courses will count toward

Respondent’s continuing education credits and must be taken within three (3) months from execution of this

consent order.

Respondent: Tracey Partain, Etowah

Violation: Violated Tenn. Code Ann. § 62-39-103(a) by performing Tennessee appraisal assignments without first

becoming a registered trainee or being licensed or certified in Tennessee.

Action: Respondent agreed to pay a civil penalty of $500 and cease and desist activities of preparing appraisals

and/or soliciting appraisal assignments without an active license issued by the Tennessee Real Estate

Appraiser Commission.

Respondent: Lori Holcomb, Chattanooga

Violation: Violated USPAP Competency Rule, Record Keeping Rule, Standards Rule 1-1, Standards Rule 1-4 and

Standards Rule 2 by tendering an appraisal report that, when considered in its entirety, showed a lack of

competency to perform the appraisal assignment, by leaving out significant information in the subject section

of the appraisal and by incorrectly making adjustments in the sales comparison approach.

Action: Respondent agreed to pay a civil penalty of $1,500 immediately upon executing this consent order and

agreed to take a 30-hour Procedures Course with a passing exam score, a 15-hour USPAP course with a

passing exam score, a 15-hour Cost Approach course, and a 30 hour Single Family Case Study with passing

score.  These courses may only contribute up to 21 hours in continuing education credits.  These courses must

be completed within 6 months of the execution of this consent order.

Respondent: Monica Corley, Jackson

Violation: Violated Uniform Standards of Professional Appraisal Practice Ethics Provision by creating a misleading

appraisal by not analyzing the current sales contract or the listing history and by sending the appraisal twice,

each with a different contract price and not addressing that price change in the report.

Action: Respondent agreed to pay a civil penalty of $1,000 immediately upon executing this consent order.
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Mr. Kenneth Woodford, MAI, SRA
is the owner of
Woodford & Associates,
a real estate appraisal
and consulting firm in
Knoxville, TN and has
been involved in the
appraisal business for

37 years.  Mr. Woodford received his
bachelor's degree from Carson Newman
College in Jefferson City, TN in 1970. Mr.
Woodford holds the MAI and SRA
designations from the Appraisal Institute
and has served the Greater Tennessee

Chapter as well as the national
organization on many levels
throughout his career.  Mr.
Woodford looks
forward to his service on the
Tennessee Real Estate Appraisal
Commission.

TENNESSEE REAL ESTATE COMMISSION MEMBERS

Nikole Avers is the
Administrative Director for the Real
Estate Appraiser Commission.  She
is a certified residential appraiser,
has instructed appraisal courses,
and is an AQB approved USPAP
instructor.  Please feel free to contact

her with any appraisal questions or licensing concerns.

Dr. Edward Baryla, Jr. Ph.D is an associate professor of finance in
the College of Business and Technology at East Tennessee
State University.  In 2004 he was appointed chair of the
Department of Economics, Finance, Geography, and
Urban Studies and currently serves in that capacity. He
earned a Ph.D. in finance from the University of Alabama
in 1995.  

Dr. Baryla teaches courses in finance and real estate finance.  His research
publications have appeared in Finance Research Letters, Education
Economics, Real Estate Economics, The Journal of Real Estate Research, and
The Journal of Real Estate Finance and Economics.

Mr. John Bullington is a certified general appraiser
representing East Tennessee.  Mr.
Bullington has served the Real Estate
Appraiser Commission since 2002.  He
served as Chairman from 2004-2005
and has also served as Vice Chair.  He
also a member of the Appraisal
Institute.

Mr. Jason West is a public
member
representing
Middle
Tennessee.
Mr. West is the
Presidential
and member

of PrimeTrust Bank.  He has over
19 years banking experience in
Middle Tennessee.

Mr. Herbert E. Phillips, a certified general
appraiser representing Middle
Tennessee, has 30 years
experience appraising
residential and commercial
properties, including right-of-
way acquisitions, property
assessment for the Comptroller

of the Treasury, and commercial market and
feasibility studies.  He served as Vice President
and Director of the commercial appraisal division
of Adkins & Associates for 17 years, and is now
President of Adkins, Phillips & Associates, LLC.
Mr. Phillips is also an Associate Member of the
Appraisal Institute.

Mr. William R. Flowers, Jr. is a certified general
appraiser representing West
Tennessee.  Mr. Flowers has 28 years
experience in real estate, which
includes eight years as a broker,
appraiser, builder and developer.  The
past twenty years Mr. Flowers has
been involved in market studies,

feasibility studies and appraisals.  Mr. Flowers is a
member of the Appraisal Institute and International Right
of Way Association and has a SRWA designation.

Mr. James Wade, Jr. is a certified
general appraiser
representing West
Tennessee.  Mr.
Wade has been a
licensed real estate
broker since 1973.
He is a designated

SRWA member of the International
Right-of-Way Association, a designated
RAA/GAA member of the National
Association of Realtors, an associate
member of the Appraisal Institute, and a
broker member of the Central West
Tennessee Association of Realtors.

Mr. Marc Headden is a certified
general appraiser
representing Middle
Tennessee.  Mr.
Headden is our current
Chairman of the Real
Estate Appraiser
Commission.  He is an

affiliate real estate broker and has
owned, developed, and managed
property in the Middle and West
Tennessee areas.

C O M M I S S I O N  M E M B E R S

Angie Stephens
is the Administrative
Assistant for the Real
Estate Appraiser
Commission.
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