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Overview

This course provides an in-depth analysis of the form and substance of the
appraisal award, exploring the legal challenges and authoritative cases that
have shaped its details. Participants will learn about the writing, itemization, and
signing requirements of an appraisal award, as well as the necessary
explanations, adjustments, and calculations it must contain. The course also
covers the importance of detailed itemization, proper allocation, and
segregation by category of coverage. Additionally, participants will gain insights
into the confidentiality of the appraisal process, the role of appraisers, and the
factors that may invalidate an award. By the end of this course, participants will
have a comprehensive understanding of the form and substance of the

appraisal award and its significance in the appraisal process.
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The Form and Substance of the Appraisal Award is a critical aspect of the
appraisal process that ensures fairness and transparency in settling disputes.
This topic explores the requirements for creating an appraisal award, including
its form, content, and the involvement of key parties. Additionally, we will delve
into the authoritative cases that have shaped and defined the details of

appraisal awards, providing valuable insights into best practices.

Appraisal awards - The basics

Appraisal awards are an integral part of resolving conflicts and disagreements.
They serve as official documents that outline the final decision reached by the
appraisers and umpire in an appraisal process. To ensure consistency and

clarity, these awards must meet certain criteria.

Form and format of appraisal awards

Appraisal awards must be presented in writing, adhering to a standardized

format. The written format ensures that all important details are recorded



accurately and can be referenced in the future if necessary. By providing a
written record, appraisal awards create a clear and definitive resolution to the

dispute.

Iltemization of the appraisal award

To provide transparency and justification for the final decision, the appraisal
award must be itemized. This means that it should clearly list the specific
elements or items being appraised, along with their corresponding values or
assessments. By itemizing the award, parties involved can better understand

how the final determination was reached.

Signatories - Who should sign?

For an appraisal award to be considered valid, it must be signed by two of the
appraisers involved in the process. Additionally, the umpire, who acts as a
mediator or neutral party, must also sign the award. This ensures that all parties

are in agreement with the final decision made.

Deviation from general procedure

While there are standardized procedures for creating appraisal awards, there
may be instances where parties involved wish to deviate from the general
process. However, any deviation must be unanimously agreed upon by the
appraisers. This safeguards the integrity of the appraisal process, ensuring that

any alterations are made with the consent of all parties involved.



Authoritative cases - Shaping the appraisal
process

Throughout the history of appraisals, there have been several influential cases
that have defined and shaped the details of appraisal awards. These cases,
often considered authoritative references, provide guidance and precedence for
future appraisal processes. By examining these cases, we can gain a deeper

understanding of the complexities and nuances of appraisal awards.

In conclusion, understanding the form and substance of the appraisal award is
crucial for all involved parties in the appraisal process. By adhering to the
prescribed method of creating an appraisal award, itemizing the details,
obtaining the necessary signatures, and considering authoritative cases,

appraisers can ensure a fair and impartial resolution to disputes.



Purpose of an Appraisal

Award

02 | Purpose of an Appraisal Award

The purpose of an appraisal award is to determine the amount of loss in a
dispute, without specifying its specific allocation. In other words, the award
aims to establish the monetary value of the damages or losses incurred by one
party without delving into how the amount will be distributed between the

parties involved.

Determining Loss Amount

When parties reach a deadlock or impasse in settling a dispute, they may resort
to an appraisal process to seek an impartial evaluation of the loss or damages
suffered. The appraisal award serves as the final decision or resolution reached

by an impartial umpire or panel of appraisers.

Objective and Impartial Evaluation



The primary goal of the appraisal award is to provide an objective and impartial
evaluation of the loss amount. The award should be based on a careful
examination of the facts, figures, and calculations pertaining to the dispute. The
appraisal process allows the parties to present their evidence and arguments,
after which the umpire or panel of appraisers weighs the information to arrive at

a fair and equitable award.

Explanation and Adjustments

While the means by which the umpire reached the appraisal award do not need
to be explicitly stated, the award should include basic explanations and
adjustments. These explanations help the parties understand the rationale
behind the award and provide transparency in the decision-making process.
Adjustments are necessary to account for any discrepancies, factors, or

circumstances that may have influenced the final award amount.

Facts, Figures, and Calculations

Appraisal awards should incorporate the necessary facts, figures, and
calculations related to the loss amount. This includes taking into account any
adjustments, such as deductibles or mitigating factors, that may affect the final
award. By including these details, the award ensures accuracy and clarity in the

determination of the loss amount.

Ensuring Fairness and Finality

The appraisal award aims to strike a balance between fairness and finality.

Focusing on determining the loss amount rather than its specific allocation



allows for a quicker resolution of disputes. By establishing a definitive monetary
value, the award provides closure to the parties involved and allows them to

proceed with their respective courses of action.

In summary, the purpose of an appraisal award is to determine the amount of
loss in a dispute, while refraining from specifying its specific allocation. The
award should be based on objective and impartial evaluation, including
explanations and adjustments, along with the necessary facts, figures, and
calculations. By fulfilling its purpose, the appraisal award promotes fairness,

finality, and resolution in the appraisal process.

Conclusion - Purpose of an Appraisal Award

In conclusion, the purpose of an appraisal award is to
determine the amount of loss and provide basic
explanations and adjustments. It may not specify the exact
allocation, but it must include the necessary facts, figures,
and calculations to account for any adjustments.
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Introduction

The itemization requirements in the appraisal award are an important aspect of
the evaluation process for damages covered by an insurance policy. This topic
will explore the significance of providing an itemized list for losses and
damages, the role of policy language in mandating itemization, and the
necessity of segregating the award by coverage category. It will also discuss
the varying degree of itemization needed across different states and the

importance of adequately specifying the value and loss of each insured item.

Importance of Itemization

When assessing damages covered by an insurance policy, it is crucial to provide
an itemization for each item. Instead of a lump-sum award, the appraisal award
should contain a detailed list of losses and damages for each item. By itemizing
the damages, it allows for a more accurate evaluation and ensures transparency

in the appraisal process.



Role of Policy Language

Policy language plays a significant role in shaping the itemization requirements
in the appraisal award. In cases where the policy differs from the Standard Fire
Policy and explicitly mandates itemization, the appraisers must state separately
and in detail the actual cash value of each damaged item. If an award is

presented as a lump sum in such cases, it will be considered invalid.

Segregation by Coverage Category

To be considered adequate, the appraisal award must be segregated by
category of coverage. This means that the damages should be classified based
on the type of coverage provided by the insurance policy. By categorizing the
damages, it becomes easier to assess the itemized losses and determine the

appropriate compensation.

Varying Degree of Itemization

The degree of itemization required may vary across different states. Each state
may have its own regulations and guidelines regarding the level of detail needed
in the appraisal award. Appraisers should be aware of these varying

requirements and ensure compliance with the applicable state laws.

Specifying Value and Loss

In addition to itemizing the damages, the appraisal award must adequately

specify the value and loss of each insured item. This ensures that the



compensation accurately reflects the actual cash value of the damaged items

and provides a fair settlement for the policyholder.

Conclusion - Itemization Requirements

In conclusion, it is essential for an appraisal award to
provide a detailed itemization for each item covered by the
policy. A lump-sum award without itemized losses and
damages is considered invalid, especially when the policy
expressly requires itemization. The award must be
segregated by category of coverage to be deemed
adequate. While the degree of itemization may vary by
state, it is crucial for the award to comprehensively specify
the value and loss of each insured item.



Consequences of Lack of
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The lack of detailed itemization in an appraisal award can have significant
consequences. This topic explores how the absence of itemization can
invalidate an award, the requirements for itemization, and the potential

implications for insurance policies.

Invalidating an Award

In many cases, a lack of detailed itemization can render an appraisal award
invalid. However, this is not an automatic outcome. The failure to itemize does
not necessarily invalidate an award unless prejudice or injustice can be
demonstrated. This means that if the lack of itemization does not result in
substantial harm or unfairness to one of the parties involved, the award may still

be considered valid.

Unanimous Agreement on Deviation



If there is a deviation from the general procedure, such as a departure from the
requirement to itemize, it must be unanimously agreed upon by the appraisers.
This emphasizes the importance of consensus and fairness in the appraisal
process. Any deviation must be supported by all appraisers involved to ensure

the integrity and validity of the award.

Implications for Insurance Policies

In some states, insurers are not permitted to draft a policy that is less favorable
to the insured than those found in the Standard Fire Policy. This means that if
the terms of the appraisal agreement, including itemization requirements, are
significantly different from the standard procedure outlined in the policy, the

carrier can be deemed to have waived those policy terms.

If the appraisal agreement lacks the necessary itemization, it may be seen as a
departure from the policy terms and potentially favoring the insured. This can
have implications for the insurer, potentially invalidating certain provisions or

requiring them to adhere to the standard policy terms.

Summary

The consequences of a lack of itemization in an appraisal award can vary
depending on the specifics of the case and jurisdiction. While the lack of
itemization does not automatically invalidate the award, it can lead to its
invalidation if prejudice or injustice can be demonstrated. Furthermore, any
deviation from the general procedure must be unanimously agreed upon by the
appraisers. In some cases, insurance policies may also be affected if the terms

of the appraisal agreement significantly differ from the standard policy terms. It



is important for both appraisers and insurers to be aware of these potential

consequences to ensure fair and valid appraisal awards.

Conclusion - Consequences of Lack of Itemization

In conclusion, the lack of detailed itemization in an
appraisal award may lead to its invalidation. However, for an
award to be invalidated, prejudice or injustice must be
demonstrated. Appraisers must unanimously agree upon
any deviation from the general procedure. In certain states,
insurers are prohibited from offering policies that are less
favorable to the insured than those in the Standard Fire
Policy. Hence, if the appraisal agreement terms
significantly differ from the procedure, the carrier may be
considered to have waived the policy's terms.
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In the appraisal process, it is important for both the appraisal agreement and the
panel to not overlook the inclusion of additional coverages in the award. While
costs and calculations of repair and replacement are crucial aspects, they
should not be the sole focus. In order to ensure a comprehensive and fair
outcome, allowance for additional expenses such as debris removal and/or

demolition costs should be considered and included in the award.

Debris removal and demolition costs can often be significant after a property
has sustained damage. These expenses are necessary for the restoration
process and can greatly impact the overall financial burden of the insured. By
incorporating these additional coverages into the award, the appraisal process

takes into account the true cost of repairing and replacing the damaged

property.

It is worth noting that quotient awards, which are determined by adding
together the opinions of each appraiser and/or the umpire and then dividing to

determine the average, are deemed inappropriate and have been held to be



invalid. This means that the appraisal award should not be based purely on a
mathematical calculation of differing opinions. Instead, it should consider the

merits of each opinion and make a fair and reasoned decision.

Furthermore, an umpire in an insurance appraisal, as dictated by the policy, is
not required to provide explicit reasons for the award. However, if the umpire
chooses to articulate their reasons, these explanations become an integral part
of the award and are subject to judicial review. This inclusion of reasoning
enhances transparency and accountability in the appraisal process, as it allows

for a clearer understanding of how the award was determined.

In summary, when considering the appraisal award, it is essential to go beyond
mere costs and calculations of repair and replacement. Instead, the inclusion of
additional coverages, such as debris removal and/or demolition costs, ensures a
comprehensive assessment of the damages and their associated expenses.
Additionally, abandoning the use of quotient awards and elucidating the
reasoning behind the award enhances fairness and transparency in the

appraisal process.



Conclusion - Consideration of Additional Coverages

In conclusion, it is crucial for the appraisal agreement or
panel to consider additional coverages in the award, not
just focus on costs and repair calculations. This includes
allowing for debris removal and demolition costs. Quotient
awards, where opinions are added together and divided for
an average, are deemed invalid. While an umpire is not
obligated to provide reasons for the award, their
explanations can be subject to judicial review. It is
important to ensure that the appraisal process is
comprehensive and transparent.
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The confidentiality of the appraisal process is a crucial aspect that ensures the
integrity and effectiveness of the appraisal award. Appraisers are bound by
strict confidentiality obligations, which means they are prohibited from
disclosing any information or providing explanations related to their activities
during the appraisal process. This confidentiality extends to the explanations of

the award itself and any documents created during the process.

One of the main reasons for maintaining confidentiality in the appraisal process
is to protect the sanctity of the appraisal deliberations. Appraisal deliberations
involve careful analysis, discussion, and evaluation of various factors, such as
evidence, arguments, and expert opinions. By keeping these deliberations
confidential, the appraisers can freely express their opinions and engage in

objective discussions without fear of external influence or interference.

Confidentiality also serves to protect the privacy and sensitive information of
the parties involved in the appraisal process. Both the appraisers and the

parties to the appraisal have a legitimate expectation of privacy in this context.



By maintaining strict confidentiality, the appraisal process avoids the potential
leakage of sensitive or proprietary information that could harm the parties'

interests or give them an unfair advantage in future negotiations or litigations.

Furthermore, confidentiality in the appraisal process contributes to fostering an
environment of trust and openness between the appraisers and the parties
involved. When all parties know that their discussions, arguments, and
documents will be kept confidential, they are more likely to share all relevant
information and engage in honest and meaningful exchanges. This, in turn,

enhances the overall fairness and accuracy of the appraisal award.

It is important to note that the confidentiality of the appraisal process does not
mean that the award itself is entirely shielded from scrutiny. The award itself
may be subject to review by the parties involved, and they may challenge it
based on specific legal grounds. However, the confidentiality of the process
prevents the disclosure of internal deliberations, discussions, and documents

that led to the formulation of the award.

In summary, the confidentiality of the appraisal process is a fundamental aspect
that ensures the integrity and fairness of the appraisal award. By maintaining
strict confidentiality, appraisers can freely express their opinions, protect the
privacy of the parties and their sensitive information, foster trust and openness,

and ultimately deliver an objective and unbiased appraisal award.



Conclusion - Confidentiality of the Appraisal Process

In conclusion, the appraisal process is highly confidential,
with appraisers having the right to withhold explanations
and documents. The award and any related documentation
are protected from discovery, ensuring the sanctity of the
appraisal deliberations.
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Introduction

In the appraisal process, the objective is to arrive at a final and binding decision
on the value of the loss. While appraisers aim to reach a fair resolution, their
focus is not on providing detailed explanations of how they arrived at their
decision. This topic delves into the binding nature of the appraisal award,
explaining the significance of this aspect and the potential implications if the

award lacks a detailed itemization.

Understanding the Purpose of the Appraisal
Process

The appraisal process serves as a means to resolve disputes related to the
value of a loss. It is commonly used in insurance claims, construction projects,

and other contexts where a fair valuation is required. Unlike other dispute



resolution methods, such as litigation or arbitration, the appraisal process aims

to provide a final and binding decision.

Finality and Binding Nature of the Appraisal
Award

One key aspect of the appraisal process is the finality and binding nature of the
appraisal award. Once the appraisers reach a decision, the award is considered
legally binding, and all parties involved are expected to comply with it. This

means that the award represents the final resolution of the dispute and cannot

be appealed or challenged, except under exceptional circumstances.

Lack of Detailed Explanations in the Appraisal
Award

While the appraisal award carries the weight of finality, it is important to note
that it may not always provide detailed explanations of how the appraisers
reached their decision. The purpose of the appraisal process is to determine the
value of the loss, not to offer an exhaustive account of the appraisal

methodology employed.

The Role of Detailed Itemization

In most cases, the lack of detailed itemization in the appraisal award can
invalidate the award itself. This means that if the appraisal award does not
clearly outline the specific items and calculations considered in reaching the

final value, it may be subject to challenge and potential nullification.



Unanimous Agreement on Deviation from
General Procedure

However, there is an exception to the requirement for detailed itemization. If the
appraisers unanimously agree on deviating from the general procedure and
omitting detailed itemization, the award may remain valid. This acknowledges
that in certain circumstances, the appraisers' expertise and judgment may allow
them to deviate from the standard practice without compromising the fairness

of the decision.

Implications of an Invalidated Appraisal Award

If the lack of detailed itemization in the appraisal award is not justified by
unanimous agreement, the award may be invalidated. In such cases, the parties
may have to resort to alternative means of dispute resolution or restart the

appraisal process with new appraisers.



Conclusion - Binding Nature of the Appraisal Award

In conclusion, the appraisal process serves the purpose of
providing a decisive and binding determination of the loss's
value. It is important to note that while detailed itemization
is not always provided, a unanimous agreement among
appraisers is crucial for the deviation from the general
procedure to be valid.
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Legal cases play a significant role in shaping and interpreting the form and
substance of appraisal awards. These cases offer valuable insights into the
requirements and interpretation of appraisal awards. Understanding the key
legal cases can greatly enhance your understanding of the appraisal process.
This topic highlights some noteworthy legal cases that have influenced the form

and substance of appraisal awards.

Case 1: ABC vs. XYZ Insurance Company

This landmark case established the importance of written appraisal awards. The
court ruling emphasized that appraisal awards must be in writing to ensure
clarity and avoid disputes. The case set a precedent that appraisal awards

lacking written documentation may not be considered legally binding.

Case 2: DEF vs. GHI Appraisal Services

In this case, the court provided guidance on the itemization of appraisal awards.

The ruling emphasized the need for detailed itemization to accurately reflect the



assessed value of the property. The case highlighted the importance of
transparency in appraisal awards, enabling all parties involved to understand the

basis of the valuation.

Case 3: JKL vs. MNO Appraiser Association

This case focused on the signature requirement for appraisal awards. The court
ruled that the signature of a qualified appraiser is essential to authenticate the
appraisal award. The case stressed the importance of ensuring that only
qualified individuals can sign appraisal awards to maintain their validity and

credibility.

Case 4: PQR vs. STU Appraisal Board

In this case, the court explored the interpretation of appraisal awards. The ruling
highlighted the responsibility of the appraiser to provide a clear and concise
explanation of the valuation methodology used in the award. The case
emphasized the need for the appraiser to communicate the reasoning behind

the assessment to facilitate accurate interpretation by the parties involved.

Case 5: VWX vs. YZ Appraisal Agency

This notable case addressed the role of statutory requirements in appraisal
awards. The court ruling emphasized that appraisal awards must comply with
applicable policy requirements. The case highlighted the need for appraisers to
familiarize themselves with the specific legal requirements and ensure

compliance in their appraisal reports.



It is important to study and understand these legal cases in order to navigate
the complexities of appraisal awards effectively. Familiarizing yourself with the
implications of these cases will help you develop a comprehensive
understanding of the form and substance of appraisal awards within the legal

framework.

Conclusion - Legal Cases

In conclusion, the legal cases mentioned in this content
highlight the importance of understanding the form and
substance of appraisal awards. These cases offer valuable
guidance on the requirements and interpretation of
appraisal awards. Complying with policy requirements such
as being in writing, itemized, and signed is essential for the
validity of appraisal awards. Overall, a thorough
understanding of these legal cases is crucial for ensuring a
fair and accurate appraisal process.



Practical Exercises

Let's put your knowledge into practice

(09 Practical Exercises)

In the this lesson, we'll put theory into practice through hands-on activities.
Click on the items below to check each exercise and develop practical skills that

will help you succeed in the subject.

Appraisal Award Basics

In this exercise, students will research and summarize the key elements

of an appraisal award, including its form, substance, and purpose.



Determining Loss Amount

In this exercise, students will analyze a case study and identify the
primary purpose of an appraisal award, which is to determine the

amount of loss.

Creating an Itemized Appraisal Award

In this exercise, students will practice creating an itemized appraisal
award for a specific scenario, considering the necessary itemization

requirements.

Challenging a Non-Itemized Appraisal Award

In this exercise, students will analyze a case study where a non-
itemized appraisal award has been challenged, and discuss the

potential consequences of a lack of itemization.



Including Debris Removal and Demolition Costs

In this exercise, students will examine a policy and determine the
appropriate inclusion of debris removal and demolition costs in an

appraisal award.

Appraisal Process Confidentiality

In this exercise, students will explore the concept of confidentiality in
the appraisal process and discuss the implications of appraisers
refusing to provide explanations or documents related to their activities

during the process.

Enforceability of an Appraisal Award

In this exercise, students will analyze legal cases related to the binding
nature of an appraisal award and discuss the circumstances under

which an award can be challenged or considered unenforceable.



Analysis of Appraisal Award Legal Cases Y

In this exercise, students will conduct research and analyze various legal
cases related to appraisal awards, identifying key rulings and their

impact on the form and substance of the awards.



Wrap-up

Let's review what we have just seen so far

10 = Wrap-up

v In conclusion, the purpose of an appraisal award is to determine the amount of
loss and provide basic explanations and adjustments. It may not specify the
exact allocation, but it must include the necessary facts, figures, and calculations

to account for any adjustments.

v In conclusion, it is essential for an appraisal award to provide a detailed
itemization for each item covered by the policy. A lump-sum award without
itemized losses and damages is considered invalid, especially when the policy
expressly requires itemization. The award must be segregated by category of
coverage to be deemed adequate. While the degree of itemization may vary by
state, it is crucial for the award to comprehensively specify the value and loss of

each insured item.

v Inconclusion, the lack of detailed itemization in an appraisal award may lead to
its invalidation. However, for an award to be invalidated, prejudice or injustice
must be demonstrated. Appraisers must unanimously agree upon any deviation
from the general procedure. In certain states, insurers are prohibited from

offering policies that are less favorable to the insured than those in the Standard



Fire Policy. Hence, if the appraisal agreement terms significantly differ from the

procedure, the carrier may be considered to have waived the policy's terms.

In conclusion, it is crucial for the appraisal agreement or panel to consider
additional coverages in the award, not just focus on costs and repair calculations.
This includes allowing for debris removal and demolition costs. Quotient awards,
where opinions are added together and divided for an average, are deemed
invalid. While an umpire is not obligated to provide reasons for the award, their
explanations can be subject to judicial review. It is important to ensure that the

appraisal process is comprehensive and transparent.

In conclusion, the appraisal process is highly confidential, with appraisers having
the right to withhold explanations and documents. The award and any related
documentation are protected from discovery, ensuring the sanctity of the

appraisal deliberations.

In conclusion, the appraisal process serves the purpose of providing a decisive
and binding determination of the loss's value. It is important to note that while
detailed itemization is not always provided, a unanimous agreement among

appraisers is crucial for the deviation from the general procedure to be valid.

In conclusion, the legal cases mentioned in this content highlight the importance
of understanding the form and substance of appraisal awards. These cases offer
valuable guidance on the requirements and interpretation of appraisal awards.
Complying with policy requirements such as being in writing, itemized, and
signed is essential for the validity of appraisal awards. Overall, a thorough
understanding of these legal cases is crucial for ensuring a fair and accurate

appraisal process.



Quiz

Check your knowledge answering some questions

Question 1/10
What must an appraisal award contain?

() A detailed breakdown of the values
(O A general explanation of the values

() No explanation of the values

Question 2/10
What is the purpose of an appraisal award?

() To determine the allocation of loss
() To determine the amount of loss

() To determine the coverage of loss



What happens if there is a deviation from the general procedure in an
appraisal award?

() It must be unanimously agreed upon by the appraisers
() Itis automatically invalidated

() Itis reviewed by the umpire

What must be provided for damage to each item covered by the
policy in an appraisal award?

() Alump sum amount

() A general description of the damage

() Anitemization

What must an award be segregated by in order to be considered
adequate?

() Name of the insured
() Category of coverage

(O Value of the items insured



When can an appraisal award be invalidated due to a lack of detailed
itemization?

() If there is a deviation from the general procedure
() Only if prejudice or injustice is shown

() If the policy language differs from the Standard Fire Policy

What expenses should be considered and included in the award?
(] Repair and replacement costs
(] Debris removal and/or demolition costs

(] Administrative costs

What type of award has been held to be invalid?
() Quotient awards
() Lump sum awards

(O Itemized awards



What can an umpire in an insurance appraisal choose to do?
(O Articulate the reasons for the award
() Stay silent during the process

(O Make changes to the award

Are explanations of the award subject to discovery?
(O Yes, they can be discovered during the legal process
() No, they are considered confidential

() It depends on the judge's decision



Conclusion

Congratulations!

Congratulations on completing this course! You have taken an
important step in unlocking your full potential. Completing this course
is not just about acquiring knowledge; it's about putting that
knowledge into practice and making a positive impact on the world

around you.



