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The Appraisal Standards Board (ASB) of The Appraisal Foundation develops,
interprets, and amends the Uniform Standards of Professional Appraisal Practice
(USPAP) on behalf of appraisers and users of appraisal services. The USPAP
Q&A is a form of guidance issued by the ASB to respond to questions raised by
appraisers, enforcement officials, users of appraisal services and the public to
illustrate the applicability of USPAP in specific situations and to offer advice from
the ASB for the resolution of appraisal issues and problems. The USPAP Q&A
may not represent the only possible solution to the issues discussed nor may the
advice provided be applied equally to seemingly similar situations. USPAP Q&A
does not establish new standards or interpret existing standards. USPAP Q&A is
not part of USPAP and is approved by the ASB without public exposure and
comment.

2024-01: Demographics

Question:

Does demographic information relating to race (such as Census data) constitute
“‘information relating to” a protected characteristic?

Answer:

Yes. Demographic data about a protected characteristic, such as Census data
providing the racial composition of a neighborhood or of a defined geographic
area, constitutes information relating to a protected characteristic.

Using or relying upon such demographic data in the context of a residential real
property assignment is prohibited, unless it falls under an explicit exception in the
FHAct and any other applicable laws or regulations.

For guidance related to this topic, see Advisory Opinion 40, Antidiscrimination and
the Research, Analysis, and Reporting of Location Data, including Demographics,
for Residential Real Property Appraisal Assignments in the Guidance and
Reference Manual (GRM).
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Question:

An appraiser often completes appraisals in two contiguous census tracts: Census
Tract A and Census Tract B. The appraiser collects demographic data and knows
that the demographic data for Census Tract A indicates the population is 85%
Native American and Census Tract B’s population is 90% Asian. The
demographic information also contains information on crime rates. Per the data,
the crime rates for both census tracts are essentially the same.

The appraiser completes an assignment in Census Tract A and an assignment in
Census Tract B on the same day. In the appraisal report for the subject property in
Census Tract A, the appraisal report includes lengthy information related to crime
statistics, and the stated conclusion that these facts indicate this is a “high crime
area.” There is no such reference in the report for Census Tract B. In fact, the
appraiser rarely mentions crime in appraisal reports for properties in Census Tract
B.

What facts about this scenario indicate a possible violation of USPAP?

Answer:

The inclusion of crime-related information in the appraisal report for the subject
property in Census Tract A, compared to the omission of such information from
the appraisal report in Census Tract B, suggests that the appraiser has used
crime as a pretext for the consideration of race. The fact that the appraiser rarely
mentions crime in appraisal reports for properties in Census Tract B supports this
conclusion, especially because the crime rates are not meaningfully different, and
thus, are not likely to have a meaningfully different effect on values. Although
crime rates are not a protected characteristic, it is a violation of USPAP to use or
rely upon a nonprotected characteristic as a pretext for using or relying upon race.
It is also a legal violation to base an opinion of value for a home in whole or in part
on race.

Additionally, a description of a location as in a “high-crime area” is often a code
word or phrase that is used to signal race or ethnicity. This is especially true if it is
not supported by relevant crime statistics and information that properly explains
and contextualizes the use of the word “high” in the phrase “high-crime” area.

It is important to note that this same reasoning would apply even if the census
tracts were not contiguous. The fundamental issue is not the proximity of the two
geographic areas, but rather the reference to crime. The conclusion that the
appraiser has based their opinion on race, but has pretextually referred to crime,
would be even stronger if it turned out that the appraiser referred to crime more
frequently in appraisals for properties in Census Tract A than in Census Tract B
as an overall matter, and/or referred to crime more frequently in other areas with
significant Native American populations compared to those without.
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2024-02 Artificial Intelligence (Al)

Question:

What is an appraiser's USPAP obligations when using artificial intelligence (Al) in
an appraisal assignment?

Answer:

Artificial Intelligence (Al) involves replicating human-like intelligence within
machines and computer systems. Al can function either independently or in
conjunction with another tool to assist an appraiser with developing their opinions
and conclusions (e.g., spreadsheets, analytic software) or to communicate
assignment results (e.g., chatbots).

When these tools are used for their analytical functions, such as to generate some
type of output that is used in developing an assignment result, the tool does not
serve as a substitute for an appraiser’s judgment. When using a computer
assisted valuation tool, an appraiser must not simply rely on the output of
technology without an understanding that the output is credible. Reliance on this
data without understanding the output could place credibility of assignment results
in doubt. Even when incorporating Al, developing credible assignment results
requires the professional judgment of the appraiser.

An appraiser must also comply with USPAP when using artificial intelligence in the
form of a chatbot that can write responses to inquiries with human like precision,
and image recognition software which can "assign" condition and quality
conclusions. Regarding, for example, chatbot tools, the usage of a chatbot tool
may create potential concerns beyond the need to understand if the output is
credible. For example:

e The Confidentiality section of the ETHICS RULE prohibits appraisers from
disclosing confidential information or assignment results except to anyone
other than the client, parties specifically authorized by the client, state
appraiser regulatory agencies, third parties as may be authorized by due
process of law; or a duly authorized professional peer review committee
except when such disclosure to a committee would violate applicable law or
regulation.

o An appraiser must not share confidential information with
unauthorized parties. Although an Al chatbot is not a person, creating
an inquiry with a chatbot that includes confidential information may
allow the chatbot to capture that information for responses to inquiries
by other human users, or the chatbot developers.

e The COMPETENCY RULE requires an appraiser to perform an assignment
in recognition of and compliance with laws and regulations that apply to the
appraiser or to the assignment.

o An appraiser may violate laws or regulations, such as sharing
information protected under law or regulation that a chatbot collected.
Responses by the chatbot may include potentially sensitive,
confidential, or copyrighted information and the chatbot may not know
that sharing that information is inappropriate.
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e The Nondiscrimination section of the ETHICS RULE prohibits appraisers
from acting in a manner that violates or contributes to a violation of federal,
state, or local antidiscrimination laws or regulations.

o An appraiser may violate the Nondiscrimination section of the ETHICS
RULE if they use or rely on discriminatory information provided by a
chatbot. An output created by a chatbot may incorporate bias or the

results of an inquiry may reflect a bias in the algorithm that created the
response.

Additional guidance can be found in Advisory Opinion 18, Use of an Automated
Valuation Model (AVM) and Advisory Opinion 37, Computer Assisted Valuation
Tools in the Guidance and Reference Manual (GRM).
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2024-03: Personal Inspection

Question:

| recently completed an appraisal on a residential dwelling for Lender A that sells
loans to Fannie Mae and Freddie Mac and the report was completed on a GSE
form. Lender A decided not to grant the loan and the borrower then engaged
Lender B to obtain financing. Lender B engaged me to perform a new appraisal
assignment on the same property. Lender B indicated there was no need for me
to re-inspect the home, since my previous inspection date was only a few days
earlier.

I informed the client that | would not be able to certify that | made a personal
inspection of the property as part of the scope of work for the new assignment for
Lender B, because the inspection was part of the scope of work for the previous
assignment (for Lender A.) The client indicated that they must have the new
report include a certification indicating that | made a personal inspection of the
subject property. May | follow Lender B’s instructions and sign the certification
indicating that | made a personal inspection of the subject property that is outside
of the scope of work decision for the new assignment?

Answer:
No. USPAP defines personal inspection as:

PERSONAL INSPECTION: (for an appraisal assignment) the appraiser’s in-
person observation of the subject property performed as part of the scope of
work; (for an appraisal review assignment) the reviewer’s in-person
observation of the subject of the work under review, performed as part of
the scope of work. (Bold added for emphasis.)

USPAP defines scope of work as:

SCOPE OF WORK: the type and extent of research and analyses in an
appraisal or appraisal review assignment. (Bold added for emphasis.)

The USPAP definition of PERSONAL INSPECTION is distinguished as an
inspection the appraiser performs as part of the scope of work for an appraisal or
an appraisal review assignment. A prior inspection that occurred before the
agreement to perform an assignment is not part of the appraiser’s scope of work
for the new assignment.

See Advisory Opinion 2, Inspection of Subject Property in the Guidance and
Reference Manual (GRM).
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USPAP Q&As are posted on The Appraisal | For further information regarding
Foundation website USPAP Q&A, please contact:

(www.appraisalfoundation.orq). Lisa Desmarais, Vice President,
Appraisal Issues

The Appraisal Foundation
1155 15™ Street, NW, Suite 1111
Washington, DC 20005

(202) 624-3044
lisad@appraisalfoundation.org
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